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MEDICARE FOR ALL: PROTECTING HEALTH,
SAVING LIVES, SAVING MONEY

THURSDAY, MAY 12, 2022

U.S. SENATE,
COMMITTEE ON THE BUDGET,
Washington, DC.

The Committee met, pursuant to notice, at 11:02 a.m., via Webex
and in Room SH-216, Dirksen Senate Office Building, Hon. Ber-
nard Sanders, Chairman of the Committee, presiding.

Present: Senators Sanders, Merkley, Van Hollen, Padilla, Gra-
ham, Grassley, Crapo, Johnson, Braun, and Scott.

Staff Present: Warren Gunnels, Majority Staff Director; Nick
Myers, Republican Staff Director.

OPENING STATEMENT OF CHAIRMAN SANDERS

Chairman SANDERS. Okay, let us get going. Let me thank the
Committee members who are here. Let me thank the panelists who
are here. I think all are here in person; I think we will have one
virtually. Let me thank all of you for attending the very first U.S.
Senate Committee hearing on Medicare for All.

Let me also thank the many dozens of organizations throughout
our country who support Medicare for All and the tens of thou-
sands of doctors, nurses, and other health care professionals who
support this legislation.

Let me thank the 15 Senate co-sponsors that we have on this bill
1and the 122 members of the House who support very similar legis-
ation.

And, mostly, let me thank the American people who, by the mil-
lions, understand as I do that our current health care system is
dysfunctional, it is extraordinarily wasteful and expensive, and it
is cruel. The American people understand as I do that health care
is a human right and not a privilege and that we must end the
international embarrassment of our great country being the only
major nation on Earth that does not guarantee health care as a
human right to all of its people.

It is not acceptable to me, nor to the American people, that over
70 million Americans today are either uninsured or underinsured.
As we speak, right now, this moment, there are millions of people
in our country who would like to go to a doctor, who have to go
to the doctor, but simply cannot afford to do so. This is unaccept-
able, this is un-American, and this cannot be allowed to happen in
the wealthiest country on Earth.

Bottom line is that your health and your longevity, how long you
live, should not be a factor of how much money you have. Health
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care is a human right that all Americans, regardless of income, are
entitled to, and all Americans deserve the best health care that our
country can provide.

As Chairman of the Budget Committee, it is not acceptable to me
that we end up spending over twice as much per capita on health
care as other major countries around the world, something we do
not see too much on TV, you do not read in the newspapers, you
do not hear it discussed here. My friends are concerned about the
budget deficit, concerned about how much money we spend. Well,
somebody should talk about why it is that we are spending almost
twice as much per capita on health care as do the people of any
other major country on Earth while at the same time, despite all
of that expenditure, our life expectancy, how long we live, is less
than most other major countries and our health care outcomes in
a number of areas lag behind other countries.

Unbelievably—and I want the American people to hear this. You
know, we talk about budget deficits or anything else here. Unbe-
lievably, according to the Center for Medicare and Medicaid Serv-
ices, CMS, we are now spending $12,530 per capita on health care.
You got that? $12,530 for every man, woman, and child in this
country. This is an outrageous and unsustainable sum of money.

And here is the important point. In comparison, let us take a
look at what other countries are spending for health care which is
as good or maybe better. United Kingdom spends $5,200. Remem-
ber, we spend over $12,000. Canada spends $5,300. France spends
$5,500 per person. Germany spends $6,700. All of those countries
provide universal health care, i.e., for all of their people.

The key question that we should be discussing as a Congress is:
How does it happen that we spend so much money for health care
but get so little in return?

Frankly, I am tired of talking to doctors—and we will have some
here today—who tell me about the patients who have died because
they were uninsured or underinsured and walked into their offices
too late with untreatable conditions. And let us remember, again,
not widely discussed, but we are losing, according to the best stud-
ies, over 60,000 Americans every year who die unnecessarily be-
cause they are uninsured or underinsured.

I am tired of seeing working-class families and small business
pay far more for health care than they can afford, which forces
more than 500,000 Americans to declare bankruptcy each year be-
cause of medically related expenses. In America, families should
not be driven into financial ruin because somebody became seri-
ously ill in that family. Can you imagine that? Some kid comes
down with leukemia, and a family goes bankrupt? Does that make
any sense to anybody?

I am tired of hearing from Americans who have lost loved ones
because they could not afford the unbelievably high cost of pre-
scription drugs, and I think every Senator has talked to patients,
has talked to constituents, who tell them what these outrageously
high costs of prescription drugs have done. One out of four patients
in %merica cannot afford the prescription drugs their doctors pre-
scribe.

You want to hear about crazy, and you want to hear about an
irrational health care system? Crazy is when a patient walks into
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a doctor’s office, gets a diagnosis, doctor writes out a prescription,
and the patient cannot afford to fill that prescription, becomes sick-
er, ends up in the emergency room or the hospital, a greater ex-
pense to the system. My friends, that is called crazy.

I am tired of talking with people who are struggling with mental
illness but cannot afford the mental health counseling they des-
perately need. Last year, as you know, a record breaking 100,000
people died of drug overdoses. And I will tell you that in my office,
and I suspect the offices of every Senator here, we get desperate
calls from constituents who say, “Somebody in my family des-
perately needs mental health counseling. I am worried,” but far too
often we cannot help them get the care that they need.

It is not there because in the system, geared toward the profits
of the insurance companies rather than the needs of the American
people, we do not have enough psychologists and counselors. We do
not have enough doctors. We do not have enough nurses. We do not
have enough dentists. We do not have enough medical care pro-
viders. We spend twice as much as any other major country. We
do not have even have the health care providers that we need to
take care of our people.

And also, I am tired of seeing people in my own State and
around this country who are walking around with teeth rotting in
their mouths because they cannot afford the dental care that they
need because dental care is health care, and on and on it goes.

But let us be clear about something, and this is maybe the most
important point that I want to make. The current debate that we
are having on health care and Medicare for All really has nothing
to do with health care because in my view this dysfunctional health
care system cannot be rationally defended.

What this debate has everything to do with is the unquenchable
greed of the health care industry and its desire to maintain a sys-
tem which fails the average American but which makes the indus-
try huge profits year after year after year. While ordinary Ameri-
cans struggled to pay for health care during this pandemic—and
we will talk about the impacts of the pandemic on health care—
the six largest health insurance companies in America last year
made over $60 billion in profit, led by United Health Group which
made $24 billion in the midst of the pandemic in 2021.

But it is not just the profits of the insurance companies. CEOs
make exorbitant compensation packages. CEOs of 178 major health
care companies collectively made $3.2 billion in total compensation
in 2020, up 31 percent from 2019, all in the midst of the pandemic.
According to Axios, in 2020, the CEO of Cigna, David Cordani, took
home $79 million in compensation while people died in the middle
of the pandemic.

In terms of the drug companies, the pharmaceutical industry, not
much different. Last year, Pfizer, Johnson & Johnson, and AbbVie,
three giant pharmaceutical companies increased their profits by
over 90 percent to $54 billion. The CEOs of those companies also
receive huge compensation packages.

So that is what the debate is about. The debate we are having
is whether we have a health care system which provides quality
care to all in a cost-effective way or do we have a system which
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makes the drug companies and the insurance companies and their
executives very, very wealthy.

Now in order to defeat Medicare for All, these very powerful spe-
cial interests, the drug companies, the insurance companies, et
cetera, have spent millions of dollars against me, against other pro-
ponents on 30-second TV ads, full-page magazine ads, and cor-
porate-sponsored studies to frighten the American people about
Medicare for All, and I think we are going to hear some of that
being discussed this morning.

And this is, by the way, exactly what happened before the pas-
sage of Medicare in the 1960s, which was often attacked at that
time as being socialism. Meanwhile, Medicare is today the most
popular health care program in the country.

Let me give you just a few examples of the kind of power we are
up against when we try to create a health care system that guaran-
tees health care for all people. Since 1998, the private health care
sector has spent more than $10.6 bllhon—that is health care
money that people paid—$10.6 billion on lobbying, and over the
last 30 years it has spent more than $1.7 billion on campaign con-
tributions to get Congress to do its bidding. We pay our health care
bills. They take that money and spend it on lobbying and campaign
contributions.

The pharmaceutical industry right now, at this moment, has
1,500 paid lobbyists, including the leadership, formal leadership, of
the Democratic and Republican party right here on Capitol Hill,
doing everything they possibly can to tell us that we should not
lower the cost of prescription drugs. That is how business is done
in Washington.

Well, I think many of us have a different idea, and that is that
maybe, just maybe Congress should represent the American people
and not lobbyists and large corporations.

So what does Medicare for All do? What is it that some of my
colleagues are so strongly opposed to? Well, this legislation will do,
again, what many, virtually every other country on Earth does. It
would provide comprehensive health care to all without out-of-pock-
et expenses and, unlike the current system, would allow freedom
of choice regardmg health care providers, no more insurance pre-
miums, no more deductibles, no more co-payments. And com-
prehenswe means the coverage of dental care, vision, hearing aids,
prescription drugs, and home- and community-based care.

The transition to the Medicare for All program would take place
over four years. The first year, the benefits for older people would
be expanded to include dental, vision, and hearing, and the eligi-
bility age for Medicare would be lowered to 55. All children under
the age of 18 would be covered. And gradually, over a four-year pe-
riod, those programs would be provided to every American.

Would a Medicare for All health care system be expensive? The
answer is yes. But while providing comprehensive health care for
all, it would be significantly less expensive than our current dys-
functional system because it would eliminate an enormous amount
of the bureaucracy, profiteering, administrative costs, and mis-
placed priorities inherent in our current for-profit system.

Under Medicare for All, there would no longer be armies of peo-
ple billing us, telling us what is covered and what is not covered,
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and insurance agents hounding us to pay our hospital bills. This
would not only save substantial sums of money, but it will make
life a lot easier for the American people who would never again
have to fight their way through the nightmare of insurance com-
pany bureaucracy, an experience I think that almost all Americans
have gone through.

In fact, the Congressional Budget Office—and we are going to
hear from them later this morning—has estimated that Medicare
for All would save Americans $650 billion a year. So for my friends
who are worried about the deficit, that ain’t chump change. $650
billion a year is real money.

Now trust me, I do know these 30-second ads that will be coming
from the insurance and drug companies that will tell you that if
Medicare for All becomes law your taxes will go up, and they are
correct.

But what they will not tell you is that under Medicare for All you
will no longer be paying premiums, deductibles, and co-payments
to private health insurance companies. And what they certainly
will not be telling you is that Medicare for All will save the average
American family thousands of dollars a year. Medicare for All will
save the average American family thousands of dollars a year.

Guaranteeing health care as a right is important to the Amer-
ican people, not just from a moral and financial perspective. It also
happens to be what the majority of the American people want. In
2020, 69 percent of the American people supported providing Medi-
care to every American.

Let me conclude, and I thank my colleagues for their indulgence,
and Senator Graham will have as much time as he wants. This is
an issue not just of health care. This is an issue about what kind
of nation we are. It is an issue whether we are going to turn our
backs on 60,000 people a year who die because they cannot get the
health care that they need, turn our backs on the fact that we live
shorter lives than people in other countries, turn our backs in that
we are spending almost twice as much per capita on health care
as the people of other nations.

This is an issue that has to be dealt with. Medicare for All will
become the law of the land, if not now, but in the future because
this is what the American people want.

And with that, let me thank Senator Graham for being here and
give the mic over to him.

OPENING STATEMENT OF SENATOR GRAHAM

Senator GRAHAM. Thank you, Mr. Chairman. This is an impor-
tant debate, important hearing, important topics. It has tremen-
dous budget impact, and I think it is something the nation needs
to be talking about.

But how does something become a law? You vote on it. So here
is what I would like to see happen. I would like to see a vote on
your proposal in this Committee this year. I welcome a vote on
Medicare for All in this Committee this year. You have control of
the Senate floor. I welcome a vote on Medicare for All on the floor
of the United States Senate this year.

You tell your side of the story; we will tell ours. But if you really
want this to become law, you need to start voting.
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So, Mr. Chairman, I am hoping that after this speech that you
will be putting your idea up for a vote. And if not, why not? Be-
cause most of your colleagues would jump out the window if they
had to vote on this.

After this discussion by Senator Sanders, you are wondering why
we need a wall at all. The state of health care described by Senator
Sanders, it certainly can be made better and needs to be reformed,
absolutely. Can we spend less and get better outcomes? Absolutely.

But to believe what was being said, why are so many people com-
ing to America? Why aren’t we leaving to go to someplace else
where you do not die in the streets?

So the facts you are describing and the activity to the American
people really do not matter—match up. If it were as you said, one
of the most disgusting examples of health care being provided on
the planet, people would be leaving America, not coming to Amer-
ica.

Under your proposal, every doctor and nurse, in case you are
watching this, you would become a Federal Government employee
because the only game in town would be Medicare. You would be
working for the Federal Government because the single provider
for health care in this country would be Medicare, which is a gov-
ernment-run program.

The private health care that you have today as an American
would go away. Once you get to be 65, Medicare takes over, but
below 65, people are insured in the private sector for the most part.
That option goes away for you. Everybody in the health care sys-
tem becomes a Federal Government employee. Everybody in Amer-
ica goes into a single-payer system run by the Federal Government.

Let us see where we are at with Medicare as it stands today.
Medicare is an important program. I would like to save it. I do not
want to sunset it, as some people are talking about. I, sure as hell,
do not want to invite hundreds of millions of people onto the Medi-
care system that have not paid a dime because Medicare for All
really becomes Medicare for Nobody over time.

This is what the trustees say. Medicare Part A, which is the hos-
pital part, will become insolvent by 2026. To rectify the $5 trillion
shortfall over 75 years, you have to increase taxes by 27 percent
or cut spending by 16 percent. Medicare spending is expected to
surge from 4 percent of GDP to 6.2 percent by 2045.

We found common ground here. We need to change that nar-
rative. We need to reform Medicare, not invite a bunch of people
onto the system that would sink it. So it is in a fiscally unsound
situation. I would like to work with Democrats and Republicans to
make it sound, which would be a worthy use of our time.

Now just to remind people what life is like in America today, in-
flation is like beyond through the roof: 22.7 percent for used cars,
43.6 percent increase in gas prices, fruits and vegetables, dairy
products. Just go down the list.

We are talking about the most massive increase in spending
known to the United States. How would that affect inflation? Not
well. So, absolutely would crush an economy that needs some help.

So when Americans understand what it means to do away with
private health care and replace it with a one-size- fits-all, they are
not so happy. Delay in getting medical tests and treatments: 70
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percent say they would oppose a system that created greater delay.
You know, Americans have become used to certain things. We like
to go to the doctor of our choice. We like to have a say about who
our doctor is and get timely services.

Our friends in Canada, it takes 19.8 weeks on average to see a
doctor. There is 1.2 million Canadians on a waiting list of critical
medical care. In the UK., it takes 62 days for cancer patients to
start treatment. 5.8 million British residents were on a waiting list
for critical medical treatment. That is their system.

If you think it is hard to get to see a doctor now, Medicare for
All would institute delays that I think would be unacceptable to
the average American consumer.

Financing for Medicare for All. All right. What would it take?
One-size-fits-all for a health care plan could cost as much as $40
trillion over the first 10 years. Taxes would double, or you would
have to cut the budget. Health care spending grows to 40 percent.
GDP drops by 10 percent because you are crowding out the private
sector.

The economic consequences to this plan for the American tax-
payer would be unimaginable. And it is hard enough to create a job
in America now. You talk about exploding the size and cost of gov-
ernment. This would just absolutely crush the private sector.

There are better ways. Let us save Medicare as it exists. But for
people under 65, let us try to get better quality by getting the
health care dollars outside of Medicare in the hands of people clos-
er to the patient. Governors are innovative out there right now. Let
us get money down to the states, get flexibility and inventing new
preventive health care systems, and give consumers a choice they
do not have today.

Right now, Medicare is run by people you will never meet, and
we need to reform Medicare. We need to save Medicare, but the
system outside of Medicare, which is a lot of money, let us get it
down to the state level. Let us come up with ideas that would lower
costs and increase quality. Let us keep—create competition in the
health care sector, where innovation is rewarded, not punished.
And I think that is a better way.

I want to put health care in the hands of people that you actually
will meet and have responsibility at the ballot box so if you do not
like what you are getting you can change the results.

So, Mr. Chairman, this is a debate worth having. I applaud your
passion. I do not agree with your idea, but here is what I would
suggest to you and others who believe in this idea. Let us vote on
it. I am welcoming a debate and a vote.

Now if we do not vote on it, then it makes me wonder about it.
If you think it is this great and it is wonderful and it fixes all of
our problems, let us vote.

Thank you.

Chairman SANDERS. Thank you very much, Senator Graham.

We have a great panel, five panelists. We have Dr. Adam
Gaffney, Dr. Abdul El-Sayed, Ms. Bonnie Castillo, Dr. Charles
Blahous, and Ms. Grace-Marie Turner.

Let us begin with Dr. Adam Gaffney. Dr. Gaffney is an assistant
professor of medicine at Harvard Medical School, a pulmonary and
critical care physician, and a health policy researcher. His research
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focuses on national health care reform, health care equity, and dis-
parities in lung health.
Dr. Gaffney, thanks very much for being with us.

STATEMENT OF ADAM GAFFNEY, MD, MPH, ASSISTANT
PROFESSOR OF MEDICINE, HARVARD MEDICAL SCHOOL

Dr. GAFFNEY. Thank you, Chairman Sanders, Ranking Senator
Graham, and all of the members of the Budget Committee, for the
opportunity to discuss this pressing issue with you today.

So for the past two years, I have been treating patients with
COVID-19 in the intensive care unit where I work as a critical
care physician. Some of them, like one million other Americans, did
not survive, but those experiences have reinforced my belief that
our nation needs transformative health care reform, a Medicare for
All program that would end much of the medical and financial suf-
fering I have witnessed.

One of my patients awakened after a long stretch on a ventilator,
and their first words I later learned were an expression of fear
about medical bills. Back then, there was at least a Federal pro-
gram that existed that would cover the cost of COVID-19 treat-
ment for the uninsured. That program is now defunct.

Today, Americans with COVID-19, just like Americans with can-
cer, with any illness or injury, can face bankruptcy because of med-
ical bills. One in five U.S. households are carrying medical debt,
which now exceeds all other forms of debt sent to collection agen-
cies in this, the richest nation in the world. Medical debt should
not exist, and in many other countries it basically does not. It is
the consequence of the irrational way our country finances medical
care.

But the problem is not only families ruined by health care costs.
It is worsened health due to inadequate care. Today, 30 million
Americans are uninsured. These patients go without needed care
day in and day out, and their health suffers because of it.

In the ICU, I have cared for patients critically ill with failing
hearts, failing kidneys, fluid in their lungs because they could not
afford routine care for common problems, like high blood pressure
or diabetes. And my experience is not unique. A multitude of rig-
orous studies have demonstrated that uninsurance is lethal. In-
deed, it causes well more than 30,000 deaths every year.

However, uninsurance is not our only problem. Far from it, in
fact. More than 40 million working-age Americans are under-
insured. They are covered but still fear unaffordable bills because
of high co-pays, deductibles, uncovered services, and out-of-network
care. And here, too, conclusive research has found dire con-
sequences, heart attack patients who delay going to the emergency
room, risking sudden death, and children who end up hospitalized
because their parents could not afford the co-payments for their
asthma medications.

Sadly, I have also witnessed the consequences of underinsurance
in my work, seniors with lung disease who have rationed their ex-
pensive inhalers because of high co-pays, patients who have ra-
tioned their insulin and ended up with severe complications of dia-
betes.
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Typically, it is only after becoming severely ill that patients real-
ize that their insurance is riddled with holes. Even if you have cov-
erage, unless you are Elon Musk, you could be one illness or injury
away from financial ruin.

Now Medicare for All would solve each of these problems, allow-
ing us to cover everyone and at the same time to improve the qual-
ity of coverage, eliminating co-pays, deductibles, and narrow insur-
ance networks. It would finally give patients real choice, not the
bogus choice between an Aetna or a UnitedHealth plan, but the
real choice of doctor, clinic, or hospital.

Now I have indicated some of the medical benefits of Medicare
of All reform, but the economics are, of course, also quite relevant.
This reform would uniquely produce the savings needed to cover
the costs of such a major expansion of care as I have described
without breaking the bank. The simple fact is that there is enor-
mous bureaucratic waste in American health care, waste born by
both patients and clinicians.

Of every dollar we spend on health care, 34 cents goes to admin-
istration and bureaucracy, twice the proportion in Canada. Much
of that waste is inflicted by private health insurers. While 2 per-
cent of traditional Medicare spending goes to overhead, private
health insurance companies’ profits and overhead consumes 12 per-
cent or more of our premiums, and much of that overhead is spent
on contesting claims and denying care for patients.

The bureaucratic burden of American health care explains the
CBO’s estimate that Medicare for All would achieve more than
$400 billion a year in savings by reducing insurance waste alone.
And in contrast, some outdated and inaccurate economic analyses
have low-balled such savings, leading to spurious claims that sin-
gle-payer reform would break the bank.

Make no mistake, Senators, the economics matter. And as a
health policy researcher, I spend a lot of time thinking about them,
but what matters to me most as a physician is creating a health
care system that will support me in delivering top quality care to
all of my patients during this pandemic and thereafter.

I became an ICU doctor because I wanted to care for the sickest
of the sick, but I should not be seeing desperately ill patients who
could have avoided the ICU altogether if they had gotten the care
they needed. Those patients have been failed by a broken system
that puts the prerogatives of health insurance executives over the
health and welfare of ordinary Americans.

Medicare for All can solve the problems of our health care sys-
tem, covering everyone, improving the quality of coverage, expand-
ing choice, controlling costs, and most importantly, improving our
health and longevity.

Thank you.

[The prepared statement of Dr. Gaffney appears on page 42.]

Chairman SANDERS. Thank you, Dr. Gaffney.

Our next panelist is Ms. Bonnie Castillo. Ms. Castillo is a reg-
istered nurse and the Executive Director of the National Nurses
United and of the California Nurses Association National Nurses
Organizing Committee. NNU is the largest union and professional
association of registered nurses in the United States, representing
more than 175,000 nurses.
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And I just want to take this opportunity to thank all of the
nurses in this country and the doctors as well. We have lost thou-
sands, I think as we all know. I heard this morning at least 5,000
nurses have died in this pandemic alone. These are the real heroes
and heroines of our time, and we thank them very much.

Ms. Castillo, thanks very much for being with us.

STATEMENT OF BONNIE CASTILLO, RN, EXECUTIVE
DIRECTOR, NATIONAL NURSES UNITED

Ms. CastTiLLO. Thank you. Thank you and good morning. And
thank you, Chairman Sanders, Ranking Member Graham, and
members of the Committee, for holding this critically important
hearing today.

As a registered nurse and Executive Director of the nation’s larg-
est union of RNs, I can think of nothing more fitting to commemo-
rate International Nurses Day today than by advocating for the ur-
gent transition to a Medicare for All system. For more than two
years, nurses across the country have worked on the front lines of
the COVID pandemic. We have cared for patients despite atrocious
working conditions that put nurses and our families at risk.

If it was ever in doubt before, this pandemic has shown that our
current profit-driven and fragmented health care system does not
work. It does not provide quality, therapeutic care to millions of
Americans. It does not value and protect its own health care work-
ers, and it is unable to provide a comprehensive pandemic re-
sponse.

Why didn’t nurses and health care workers get the protections
we needed in the pandemic? It was because our employers value
money over our lives.

Why didn’t we have the emergency stocks of critical medical sup-
plies that we needed? Because the health care industry plans their
supply chains based on maximizing profit, not safeguarding patient
care.

We have seen high death rates from COVID across the country.
Why? Because there are tens of millions of people in the country
who are uninsured or underinsured and who, therefore, do not get
the preventive care they need, putting them at much higher risk
for severe COVID illness, hospitalization, and death.

But the problems with our health care system far predate this
pandemic. For years, nurses have witnessed the tragedies that re-
sult from a profit-driven health care system. Nurses watch far too
many, so many, patients forego needed care because they cannot
afford the cost. They watch as insurance companies deny lifesaving
care, overriding the professional judgment of nurses and other
medical professionals. Nurses watch as patients come to the emer-
gency room with advanced stages of illness or disease that could
have been avoided if they had had access to preventive care.

The system we have now is beholden to the corporate interests
that determine who gets treatment and when they get it. The
United States spends more money per capita on health care than
any other nation in the world, and yet, we have the worst health
outcomes when compared to other wealthy countries. This system
is unaffordable for our country and for our patients, and the pan-



11

demic has shown that our society cannot afford the public health
consequences.

The only way to solve the health care crisis is to enact a single-
payer, Medicare for All system. Under Medicare for All, every per-
son living in the United States would get quality, therapeutic
health care regardless of the ability to pay. We would transform
the profit-driven health insurance system into one that actually
prioritizes patient care.

As a registered nurse, I can envision exactly what Medicare for
All would mean for patients. Whenever someone needs medical
care, they would see the health care provider of their choice with-
out any worry about financial barriers to care. We would no longer
see patients suffer because they cannot afford care. Patients would
no longer have to actually ration their medications.

For health care workers, we would be able to provide medical
and nursing care based on our professional judgment without the
interference of insurance companies.

The Medicare for All Act would allow for tangible, practical im-
provements to the health care delivery, and importantly, it would
change the way the hospitals are paid, fundamentally shifting their
profit motives so that they prioritize patient care and worker
health and safety instead. By paying hospitals through global
budgets, the bill would ensure that hospitals have the funding nec-
essary for safe nurse to patient staffing ratios, pandemic prepared-
ness, and occupational safety and health programs.

The programs would ensure that hospitals in rural and under-
served areas always get the funding they need to stay open. And,
it is designed to address health care inequities at their core by
changing the systems that limit health care for low income commu-
nities and particularly for communities of color.

As registered nurses, our primary responsibility is to protect the
health and well-being of our patients. Our existing health care sys-
tem does not allow us to do that. Medicare for All is the solution
we éleed to ensure that every patient gets the health care they
need.

Thank you.

[The prepared statement of Ms. Castillo appears on page 54.]

Chairman SANDERS. Ms. Castillo, thank you very much.

Our next panelist is Dr. Abdul El-Sayed, who is a physician, epi-
demiologist, and educator. He is a Towsley Foundation Policymaker
in Residence at the University of Michigan Gerald Ford School of
Public Policy. Formerly, he was Health Director for the City of De-
troit, where he was responsible for the public health needs of over
670,000 people in that city.

Dr. El-Sayed, thank you very much for being with us.

STATEMENT OF ABDUL EL-SAYED, MD, DPHIL, HARRY A. AND
MARGARET D. TOWSLEY FOUNDATION POLICYMAKER IN
RESIDENCE, GERALD R. FORD SCHOOL OF PUBLIC POLICY,
UNIVERSITY OF MICHIGAN

Dr. EL-SAYED. Chairman Sanders, Ranking Member Graham,
and members of the Committee, thank you for the opportunity to
testify before you today.
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My name is Dr. Abdul El-Sayed. I trained as a physician and epi-
demiologist and served the City of Detroit as Health Director,
where one of my responsibilities was rebuilding a health depart-
ment that had been shut down during the Great Recession.

Today, I teach at the University of Michigan’s Ford School of
Public Policy. There, I find myself explaining the haphazard dys-
function of our current health care system to some of the brightest
young minds in the country. What is a deductible? Well, it is like
having to pay an extra $19.99 to watch a movie on Netflix that you
thought you already paid for only this time it is for your basic
health care needs and it is thousands of dollars. They remind me
how much nonsense we accept as normal in our health care.

It is partly why I recently wrote a book on the very subject,
Medicare for All: A Citizen’s Guide, with Dr. Micah Johnson, and
I furnished a copy to each one of your offices.

I want to start with the two most obvious problems in American
health care, incomplete coverage and spiraling costs. To under-
stand them, I want to correct a basic misunderstanding of how we
approach health care in this country. We like to think of ourselves
as consumers, as customers, but we are not.

Let me just share how being a customer works, just to review.
Let us say you want some tomatoes. You go to your local farmer’s
market. You find a stall with some you like. You ask the seller for
the price, and if that price is too high you walk away. But if it is
good, it is fair, you buy. You tender your payment. You get your
tomatoes. That is a normal customer experience, but health care is
not that.

If I were to have a heart attack right now, in this room, I would
be rushed to the nearest hospital with no choice of what hospital
I go to. I would have no choice of what doctor I see, what treatment
I get. No one shows me a price list, and I have no opportunity to
just walk away if I do not like anything. I am having a heart at-
tack after all.

Afterwards, a bill is not sent to me. It is sent to a third party,
my insurer. And rather than being the initiator and completer of
a financial transaction, I am the reason a financial transaction
happens between my insurer and my provider.

So ask yourself, given the usual customer experience, are we as
American health care consumers, are we the customers or are we
the tomatoes?

Health care is simply just not a market product. The health in-
surance industry assures that. You might expect insurance compa-
nies to want to negotiate health care costs downward. After all,
they are the payer. But they do not. It is one of the unintended
consequences of the so-called 80/20 rule, requiring health insurance
companies to spend at least 80 percent of what they collect on pre-
miums in health care.

After all, ask yourself, what is the best way to grow your 20 per-
cent piece of the pie? Make sure you got a bigger pie. So they make
the pie bigger, and they pass those costs back onto us in the form
of premiums and deductibles.

Premiums have risen faster than inflation and wages over the
past decade, and deductibles have almost doubled, and those are
dangerous. One study found that high deductibles was associated
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with a nine-month delay in getting treatment for breast cancer.
The operative part of the word “insurance” is supposed to be “sure,”
but in our for-profit system you cannot really be sure of anything.

And those are the first-class health care citizens. There are, of
course, the second-class health care citizens, over 100 million of
them, 28 million who are uninsured, 87 million who are on Med-
icaid, a critical but underfunded lifeline program. Medicaid reim-
burses far lower than private health insurance so a lot of providers
just do not accept it.

Now here is the thing. Reimbursing the same, exact health care
services at lower rates reflects an implicit lack of value of the body
for which that health care is being provided. You cannot deny it.
And those bodies in this country are disproportionately Black and
Brown, disproportionately rural. Meanwhile, the prices keep rising.
Corporations keep making money when they do.

We spend more than $12,000 per capita per year on health care,
more than twice as much as our counterparts in Canada. They live
four years longer on average, by the way.

The pandemic demonstrated that coverage and cost are not our
only issues. Early on, health care workers struggled without ven-
tilators or beds or basic PPE. Twenty-seven million Americans lost
their employer-sponsored health insurance with their jobs. Local
and state health departments and the CDC struggled under the
weight because they were already anemic from the disinvestment
during the Great Recession. So despite the need for more beds, 21
hospitals shut down in 2020 alone. That is including 73 over the
past decade, 4 in Senator Graham’s South Carolina alone.

But guess what industry had a banner year in 2020. The health
insurance industry. They got to keep all of the money that did not
get spent on elective procedures, which, by the way, is why those
hospitals shut down. American life expectancy dropped 25 years—
actually, it dropped by 3 years, wiping out 25 years of growth.

So what did we learn? Even with private insurance coverage, it
is not durable. It is liable to be lost to you, precarious, as we saw
in the pandemic. American consumers are losing their health care
choices through hospital closures and mergers and acquisitions,
which, by the way, allow large health care systems to exploit work-
ers, including nurses and doctors, and we are failing to invest in
public health.

Now the genius of Medicare for All is not just that it solves cov-
erage and cost. It is that a universal national health insurance pro-
gram for everyone offers a solution for each of these problems.
Medicare for All is the clearest pathway to universal, durable
health care insurance, bar none. Cradle to grave coverage would do
away with the premiums, co pays, deductibles that leave even pri-
vately insured Americans rationing their health care today, just
like they do every day in America.

Medicare for All would expand health care choices by limiting
hospital mergers, acquisitions, and shutdowns that threaten those
choices and empower mammoth health care systems in the process.
It would also empower health care workers. And, it finally address-
es the misincentives that we have to invest in prevention and pub-
lic health.
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So to conclude, opponents of Medicare for All are going to tell us
all the same fear-mongering arguments we have actually already
heard today. They are going to say that Medicare for All would
eliminate health care choices, but really, it is critical to preserving
the choices Americans actually care about, which are the choice of
doctor, the choice of clinic, the choice of hospital.

They will say we cannot afford it when American families cannot
afford the system that we have today.

What about innovation, they will ask. Well, providers stay pri-
vate under Medicare for All, never mind the fact that our Federal
Government is the most important funder of biomedical research in
the world.

What about rationing, they will say. Well, out-of-pocket costs are
forcing Americans to ration health care every day in the current
system.

They will tell us that Medicare for All is somehow un-American,
but what really is un-American is staring at a broken health care
system in the face while it is breaking people in the process and
choosing to look away.

Today, you are choosing to stare at it in its cruel, indifferent
face, and I commend you for doing this. And I hope that I have of-
fered some insights into how and why it is broken and how Medi-
care for All is the solution to fix it.

Thank you.

[The prepared statement of Dr. El-Sayed appears on page 91.]

Chairman SANDERS. Thank you, Dr. El-Sayed.

Our next panelist is Ms. Grace-Marie Turner, who is President
of the Galen Institute, a public policy research organization that
she founded in 1995 to promote an informed debate over free mar-
ket ideas for health reform. Ms. Turner is founder and facilitator
of the Health Policy Consensus Group, which serves as a forum for
analysts for market-oriented think tanks around the country.

Ms. Turner, thanks very much for being with us.

STATEMENT OF GRACE-MARIE TURNER, PRESIDENT, GALEN
INSTITUTE

Ms. TURNER. Thank you, Chairman Sanders, Ranking Member
Graham, Senators, for the opportunity to testify today.

Mr. Chairman, I would like to begin by acknowledging my re-
spect for your tireless work on universal coverage. While there are
different views about how to reach that goal, I believe there are im-
portant values that we share in achieving universal coverage, with
care that is affordable, protecting quality and choice, and especially
a strong safety net for the vulnerable.

Americans are frustrated with our current health sector, with
millions still uninsured. Those with insurance find their coverage
costs too much, and deductibles can be so high many people feel
they are not even insured.

But the more government gets involved, the more providers must
comply with legislative and regulatory demands instead of inno-
vating to respond to the needs of patients, families, and employers.
Wharton Professor Mark Pauly finds that the Federal Government
exerts a great influence over our health sector today, with govern-
ment controlled or directed spending totaling 80 percent.
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In proposing policy solutions, I believe it is important to begin by
clearly defining the problem. The overwhelming majority of Ameri-
cans today have access to coverage. More than 30 million people
are uninsured, but two-thirds of them are eligible for programs
that they are not enrolled in, either in the private or the public sec-
tor. Among the remaining one third, most of them are undocu-
mented immigrants, which is an immigration problem more than
it is a health care problem. Uninsured rates continue to be higher
among Latinos and Blacks, people with incomes below the poverty
level, and people in states that have not expanded Medicaid. We
could work together to make sure these 30 million people that are
eligible for coverage have access to care and coverage.

Medicare for All would mean that virtually everyone would lose
the plans they have today in exchange for this one government-run
health plan, including 173 million Americans who have coverage
through their employer that they value and 64 million Americans,
on Medicare, seniors, who have paid into the Medicare program
throughout their working lives to have medical coverage when they
retire.

Several states have tried to implement a single-payer plan, in-
cluding the Chairman’s home State of Vermont. Colorado took a
vote on single-payer. And, California most recently shelved their
single-payer plans. They learned the proposal would require the
largest tax increase in the State’s history of more than $12,000 per
household annually to meet the $400 billion-plus annual cost.

And according to the Kaiser Family Foundation, as the Chair-
man said, two-thirds of Americans say they support a plan that
would guarantee health coverage for all. But also, as the Ranking
Member said, that figure drops to 37 percent when people learn it
will raise taxes and eliminate their private health insurance. It
drops to 26 percent when people learn they can expect delays in re-
ceiving treatment.

As several of our witnesses have said, delayed or denied care can
in fact cost lives. Sally Pipes, who runs the Pacific Research Insti-
tute and was born and raised in Canada, said her otherwise
healthy godson went to Vancouver Emergency Room earlier this
year with chest pains. Doctors gave him an electrocardiogram and
a chest X-ray, but not a CT scan. CT scans are notoriously difficult
to get in Canada because of the scarcity of equipment. They sent
him home with some pills. The next morning, he was found dead
in his condominium. The autopsy showed a torn aorta which the
CT scan would likely have detected and which likely could have
been repaired.

Evidence abroad shows that Medicare for All would lead to re-
stricted access to new medicines, diagnostics, and treatments,
fewer innovations in personalized care, and lower payment rates.
It would force physicians and other providers to curtail services or
even close their doors. We saw this happen just up the street at
Providence Hospital. It became too reliant on Medicaid funds and,
after a century and a half, had to close its doors to acute hospital
treatment.

I would like to commend Ranking Member Graham for his hard
work on proposals to usher in a new era of health reform by
unleashing the innovation and energy pent up in our health sector
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to solve so many of the problems we are facing. Senator Graham
has provided ideas and guidance for the work of policy experts from
82 organizations that have signed on to the Health Care Choices
plan. The plan has dozens of recommendations to encourage choice
and competition, offering more options for more affordable cov-
erage, more choices, and better care for those who have the great-
est health needs.

Thank you for the opportunity to testify. I look forward to your
questions.

[The prepared statement of Ms. Turner appears on page 102.]

Chairman SANDERS. Ms. Turner, thank you very much.

We have one more panelist, Dr. Blahous, but before we get to
him I would ask unanimous consent that Senator Merkley to be al-
lowed to speak because he has to run to another appointment.

Senator Merkley.

Senator MERKLEY. Thank you very much, Mr. Chairman, and I
appreciate this conversation so much because our health care sys-
tem is so enormously stressful. There are so many cracks, so many
different forms of medical care, and people are always falling be-
tween them.

Just this last weekend, my son was in the emergency room with
COVID. He had just turned 26. He is applying for continuation of
Health Coverage (COBRA), but it takes weeks to get that number.
And so the first thing he was asked is, where is your insurance
card, and he handed over his insurance card. And he was told:
Well, we are sorry. This just expired because it is past your birth
date.

And, just constantly, people are stressed out by the complexity
and the cost of our system.

I thought I would try to quickly address a few of the points that
my colleague from South Carolina has made because I see it a little
differently. He mentioned the southern border, and we do see a lot
of people on the southern border coming from very poor countries
where there is a lot of issues and they are seeking a better life, but
really, the comparison we are talking about is between other devel-
oped countries and the United States.

So I would ask unanimous consent to submit this chart for the
record, and I will hold it up for the camera.
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[Full size chart appears on page 189.]

Senator MERKLEY. This is the rest of the developed world up
here, much better health care, much lower cost. Here is the United
States down here in the corner, much higher cost, much lower
quality. Well, that is why we are having this conversation. The rest
of the developed world has figured out that you can provide much
better health care and much lower cost, and that is what Medicare
for All is all about.

Second, my colleague made the point that everyone would work
for the Federal Government, but this is not a single provider pro-
posal. This is a single-payer proposal. That is completely different:
single-payer proposal, like Medicare, the providers are the pro-
viders we have today.

And then my colleague mentioned inflation. But, what is worse
for America than the inflation we have in the medical system? It
is massive because there are not competitive forces to drive it
down.

And, my colleague mentioned that competition we should intro-
duce into the system, but as pointed out by our witness, it does not
really work in the medical world. And if you want competition, you
want everything to be in-network because that way everyone is
competing. Well, how do you get in-network? You take Medicare for
All. And if you really want competition within the existing system
and you did not support Medicare for All, then you support a public
option.

We have a public option in my home State of Oregon for insur-
ance in the workplace. It is called the State Accident Insurance
Fund. Private business chooses the public option over the private
option more than half the time, and that competition actually drove
down the cost a lot.
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Therefore, if you want competition, you do not want the current
existing system.

And then our witnesses talked about the inefficiency. I think
about all the providers who say they spend all their time sorting
through the many different insurance systems, trying to figure out
what they can charge. That is a huge waste in our system.

I think about the businesses that say we spend so much time
wrestling with which new insurance plan to try to keep the cost
down while still offering insurance through our company. That is
a huge waste of time and effort.

And then we heard about medical debt, and we heard about
underinsurance, and we heard about medical rationing.

We have enumerable problems in this current system that Medi-
care for All will address.

And in my one minute remaining, I would like to ask a question
to our expert on nursing, Bonnie Castillo. My wife is a nurse, so
I take special interest in this. How will the provision of nursing
workforce or nursing quality be affected by going to a Medicare for
All system?

Ms. CAsTILLO. Thank you. You know, obviously, we have been
dealing with an industry-created nurse staffing crisis for many
years. Right now, we have 1.2 million nurses with active licenses
that are not working, and you know, they—so they are not working
because many have left because of the poor working conditions, and
more and more have left in the last two years in particular, which
is because of everything that they are seeing in terms of the denial
of care and the fact that they—as I said before, the atrocious condi-
tions in the hospital.

And if the nurses are not able to give good quality care that they
are expertly trained to give, that creates great moral distress. And
to see so many patients suffering because they are suffering from
illnesses that with a little bit of prevention and early care could
have prevented a more acute situation for them, that has been
very, very difficult.

So providing Medicare for All, getting early care, preventive care,
that is going to—that allows us to do what we do as nurses, and
that is to provide good, comprehensive care.

Senator MERKLEY. Thank you and just a huge thank you to all
the nurses who make the world better one bedside at a time.

Ms. CASTILLO. And if T could add, too, just for the record, that
really, Congress needs to pass mandatory minimum safe nurse-to-
patient ratios, and they can do that independently now.

Chairman SANDERS. Okay. Senator Merkley, thank you.

Now we are going to get back to regular order, and that is, our
last panelist is Dr. Charles Blahous, who is with us virtually. He
is the J. Fish and Lillian F. Smith Chair and Senior Research
Strategist at the Mercatus Center at George Mason University. Dr.
Blahous specializes in domestic economic policy and retirement se-
curity, with an emphasis on Social Security as well as Federal fis-
cal policy.

Dr. Blahous, thanks very much for being with us.
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STATEMENT OF THE HONORABLE CHARLES BLAHOUS, PH.D.,
J. FISH AND LILLIAN F. SMITH CHAIR AND SENIOR RE-
SEARCH STRATEGIST, MERCATUS CENTER, GEORGE MASON
UNIVERSITY

Mr. BLAHOUS. Thank you, Chairman Sanders. Thank you, Rank-
ing Member Graham, members of the Committee. I greatly appre-
ciate this opportunity to discuss the Federal budget costs of Medi-
care for All.

Now before I summarize my findings, just a brief caveat. My tes-
timony is largely based on analysis that I performed in 2018. Cur-
rent proposals differ in key respects from the provisions that I
studied. So at the end of my statement, I will discuss how recent
developments might change these numbers.

Now my study found that Medicare for All would add somewhere
between $32.6 trillion and $38.8 trillion in new Federal budget
costs over the first 10 years. The $32.6 trillion scenario essentially
assumed that every cost containment provision in the bill saved as
much as possible. If, instead, things played out more consistently
fvith historical trends, the added cost would be closer to $38.8 tril-
ion.

The study also noted that doubling all currently projected Fed-
eral individual and corporate income taxes would be insufficient to
finance even the lower bound estimate of $32.6 trillion.

Now the vast majority of these costs arise from the Federal Gov-
ernment’s assuming responsibility for health spending that is now
done by others, by state and local governments, by private insur-
ance, and by individuals out of pocket. And certain aspects of Medi-
care for All would add to this health spending while others would
seek to bring costs down.

The biggest factor increasing health spending would be Medicare
for All’'s expansion and increased generosity of health insurance
coverage. Spending on behalf of the currently uninsured would rise,
as one would expect and presumably intend. Additional benefits
would be provided that Medicare currently does not, such as den-
tal, vision, and hearing services.

But, most importantly, Medicare for all would provide first-dollar
coverage of Americans’ health expenses, meaning with only a few
exceptions no patient cost sharing. Now this would increase the de-
mand for health services because the more of people’s health care
that is financed by their insurance, the more they tend to consume.
So under Medicare for All, the Federal Government would assume
responsibility for financing health care services above and beyond
current demand.

Now other provisions of Medicare for All are intended to reduce
costs. My study assumed substantial administrative cost savings
and bracketed a range of possible outcomes of provisions intended
to lower drug prices.

The big variable here is payment rates for health care providers.
Current bills envision that payments would be set through proc-
esses similar to Medicare’s, and Medicare pays providers much less
than private insurance does. If Medicare for All paid providers at
Medicare rates, payments for services now covered by private in-
surance would be sharply cut, by more than 40 percent for inpa-
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tient hospital care, more than 30 percent for doctors’ services and
so forth.

Now such payment rates would be substantially below providers’
reported costs of providing services. So for this and other reasons,
several studies assume Medicare for All must adopt higher pay-
ment rates than current Medicare does, and this, of course, leads
to higher Federal cost estimates and findings that Medicare for All
would further increase national health spending.

Now since my study was published, more recent proposals have
generally included additional benefits I did not estimate, such as
long-term services and supports, and that pushes costs up.

But other developments would lower the projected costs. Baseline
projections for national health expenditures have gone down a little
bit. Also, the so-called Cadillac plan tax was repealed, and other
health-related taxes have been repealed. And this increases net
Federal health subsidies under current law and thus reduces the
additional costs posed by Medicare for All.

CBO has also found that many services would continue to be fi-
nanced outside of a Medicare for All system. When you account for
this, that further lowers the Federal cost estimate, but of course,
it does not lower national health spending.

Perhaps most importantly, CBO found that much of the new de-
mand for health care under Medicare for All would simply go
unmet. Now this also lowers projected costs, but obviously, it is bad
news for patients who would be denied care.

It is reasonable to guess that a re-estimate of my realistic pay-
ment scenario might drop its 10-year cost from roughly $39 trillion
to about $31 trillion. Now this would still be more than we could
finance by doubling all projected income taxes, and it would still
mean a net increase in national health costs.

One last important point: CBO projects lower administrative
costs than mine and most other studies do. For example, they
project that 80 percent of nurses’ current administrative tasks
would be eliminated by Medicare for All and that all the time
saved would be reallocated to providing care.

Now the implications of these assumptions are very significant.
If we were a little bit less optimistic about the administrative time
saved, we would see a much bigger problem with denial of care. For
example, if Medicare for All reduced nurses’ administrative tasks
by 40 percent, which is still quite optimistic, then if we paid pro-
viders at Medicare rates, nearly all of the new demand for hospital
and physician services under Medicare for All, 97 percent of it,
would go unmet.

Now lawmakers would be very unlikely to tolerate that outcome
and would probably address it by paying providers more. So that
is an additional reason why the actual costs of Medicare for All
would probably be much higher than in these various studies’
lower-cost projection scenarios.

I hope this information is useful. I thank the Committee again
for the opportunity to discuss these important implications of Medi-
care for All.

[The prepared statement of Mr. Blahous appears on page 131.]

Chairman SANDERS. Dr. Blahous, thanks very much for your tes-
timony.
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Okay. I think we begin the questions right now. Let me start off
with one very simple question and kind of a “yes” or “no” answer
maybe for all of our panelists. Is health care a human right to
which all Americans are entitled regardless of their income, Dr.
Gaffney.

Dr. GAFFNEY. It absolutely could be.

Chairman SANDERS. Ms. Castillo.

Ms. CASTILLO. Yes.

Chairman SANDERS. Dr. El-Sayed.

Dr. EL-SAYED. Yes, sir.

Chairman SANDERS. Ms. Turner.

Ms. TURNER. Yes, sir, but also the people who are providing that
care have an equal right to compensation.

Chairman SANDERS. Dr. Blahous.

Mr. BLAHOUS. I believe everyone is entitled to receive care. It is
a necessity.

Chairman SANDERS. Okay. Thank you. Let me start off with a
question for Dr. Gaffney. During the pandemic, we saw the absurd-
ity of tying health care to employer-based coverage. Some 27 mil-
lion people lost their jobs, and when they lost their jobs they lost
their health care. In your view, should health care be something
that all people are entitled to because they are human beings or
should it be, in most cases, attached to their employment?

And when it is attached to their employment, it may well be: I
have a good job, and I have great health care coverage. He does not
have a good job; his coverage is minimal.

Is that system making sense to you as a physician?

Dr. GAFFNEY. Well, it does not make sense either medically or fi-
nancially. For one thing, you constantly hear the critique of Medi-
care for All that it would take away people’s private health insur-
ance. As you said, people are losing private health insurance all the
time because they got fired, they got laid off, they turned 65 and
gained access to Medicare. So it does not make sense.

Furthermore, that sort of churn, as we call it, the constant shift-
ing in and out of medical plans, health care plans, has really ad-
verse consequences for patient care. You can imagine if you have
complex medical needs, having to see a number of doctors, having
to go to particular hospitals. All of a sudden, your health care plan
changes. Now you need to see all new professionals, assuming you
still have a new plan. You may be entirely uninsured and unable
to see anyone at all.

So it does not make sense, no.

Chairman SANDERS. All right. Let me to go to Ms. Castillo. If we
had already adopted Medicare for All before the pandemic, how
would things have been different for front-line nurses and their pa-
tients? Would our hospitals have been better prepared to protect
patients and employees?

Ms. CASTILLO. You know, if—and actually just to relate to the
previous questions, imagine, you know, all those folks that lost
their jobs in the midst of a deadly pandemic. So if we had Medicare
for All before this pandemic started, hospitals would have been bet-
ter prepared to respond. There would have been a system in place.

For years, hospital corporations have used and relied on this
just-in-time-staffing and for supplies. And in most of the country,
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hospitals did not even hire enough nurses for regular patient care,
day to day, and that is pre-pandemic. Or, they did not have enough
supplies for a public health emergency.

Through the global budgeting payment mechanism that is in
your bill, Senator, hospitals would be required to have the min-
imum—safe minimum nurse staffing levels, and they would be re-
quired to have a one-year supply of the critical PPE and all the
other medical supplies that were needed. So this—our pandemic re-
sponse would have been much safer for patients and for health care
workers if we had a Medicare for All system.

Chairman SANDERS. Thank you. Dr. El-Sayed, my conservative
friends are supposed to worry about how much money we spend,
right? That is what being a conservative is about. And I share
some of that. You know, I do not like to spend money. I was kind
of a cheapskate mayor and try to continue to do that.

So I just do not understand why my Republican friends are not
jumping up and down and saying, Bernie, we are with you. It is
a little bit crazy that we are spending twice as much per capita on
health care as the people of other nations.

And we can argue. You know, I hear, we all hear the scare tac-
tics from Canada or U.K. and so forth, but I would remind my Re-
publican friends that conservative governments have been in power
in Canada, in the U.K., here in the U.K. right now, and they would
not for a second try to get rid of their national health care system
because it is so popular.

But my question, Dr. El-Sayed, is tell us why is it in fact that
we are spending over $12,000 a year on health care, twice as much
as our Canadian friends, the French, British, countries all over the
world, while we live shorter lives and in many cases our health
care outcomes are not as good? How does that happen?

Dr. EL-SAYED. Well, we talked a little bit about the tomato sce-
nario and the fact that, you know, in our system nobody has an in-
centive to save money. If you are a provider, your incentive is to
bill more because you make more. And if you are an insurer, your
incentive is to grow your piece of the pie, that 20 percent that you
get to keep, so you have no incentive to keep it down either. And
they keep pushing the bill back onto the rest of us.

But because we have so many payers and so many providers, 700
health insurers in our society——

Chairman SANDERS. How many health insurance companies?

Dr. EL-SAYED. Right around 700.

Chairman SANDERS. Okay.

Dr. EL-SAYED. No one of them has the power to actually rein
down the prices even if they wanted to. And on top of that, you
have to have a whole bunch of crosstalk, a whole bunch of billers,
whether it is on the provider side or the payer side, to be able to
make these financial transactions happen. That is overhead in the
system that the public pays for.

Chairman SANDERS. All right. Let me ask you this. Does anybody
have any idea—we have talked about not having enough doctors
and nurses, et cetera. How many people do we have in the system
who do nothing else but bill us and drive us crazy that we are late
on our bills? Does anyone know that number?

Dr. EL-SAYED. I do not know if Adam has an estimate.
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Chairman SANDERS. Do you know, Dr. Gaffney?

Dr. GAFFNEY. I do not have the personnel number, but I do have
the overall expenditures of what we spend on administration, and
that is one-third of every health care dollar in the United States
to administration, double the proportion of Canada.

Chairman SANDERS. So we are spending hundreds of billions of
dollars on folks who bill us and drive us crazy but do not provide
any health care to us.

Dr. EL-SAYED. That is right.

Chairman SANDERS. Dr. El-Sayed

Dr. EL-SAYED. And so that is one piece of the deep inefficiency
in our system.

The other piece is that we just do not invest in the means of pre-
vention almost at all. I told you one of my jobs was to rebuild a
health department in America’s poorest city. We have fundamen-
tally disinvested in the means of keeping people healthy over the
long term, the kinds of things that save money over the long term,
in large part because nobody has an incentive to do that. Our sys-
tem is predicated on a financial transaction after someone gets
sick. So if you think about the political economy of it, there is very
little incentive to prevent at all.

Chairman SANDERS. In terms of cost savings—and I say this to
my conservative friends because I know that they are worried
about expenditures—if we lower the cost of prescription drugs in
this country to what other countries pay, anyone have any idea
how much savings there would be in our system? Dr. Gaffney.

Dr. GAFFNEY. I mean, the CBO estimate was about a 30 percent
reduction in drug prices. Other countries pay probably on average
about half as much. You are talking about more than a hundred
billion dollars, yeah.

Chairman SANDERS. Okay. Senator Graham.

Senator GRAHAM. One, I thoroughly enjoy the Committee. I real-
ly do.

Now to my—can I call my liberal friend, socialist friend? What
would you like to be called?

Chairman SANDERS. Let us call us friends.

Senator GRAHAM. Okay, a friend. You can call me conservative,
and I will not object. So to my friend from Vermont, you are right;
we can lower costs and improve quality. The question is: How? Do
you agree with that, Ms. Turner.

Ms. TURNER. Absolutely.

Senator GRAHAM. Okay. How do you get innovation in a system,
Dr. El-Sayed? Did I say that right? I am sorry.

Dr. EL-SAYED. El-Sayed.

Senator GRAHAM. Yeah, count me in for innovation. Count me in
for lowering costs. Count me in for improving quality. Makes all
the sense in the world.

But let us talk about tomatoes. Who grows tomatoes in America?
Anybody an expert on tomatoes? The government does not grow to-
matoes. Tomatoes are grown by the private sector, and there is
competition in the marketplace to grow tomatoes, and we do not do
collective farming. And the last thing you want in the tomato world
is to have the government take over the production of tomatoes and



24

go to the Soviet-style collective farming where everybody eventually
starves.

So let us keep tomatoes the way they are, and let us improve
health care.

So the bottom line is I am looking for a system that will lower
costs, improve quality, and I am begging you to have a vote on your
bill. I am begging you. I am encouraging you. I am asking Presi-
dent Biden, in case you are watching, please call Senator Schumer
and insist that we have a vote on Medicare for All on the floor of
the United States Senate as soon as possible.

And we will not because Democratic colleagues know that it
would go over like a lead balloon with the American public. Maybe
I am wrong. Maybe you would win the day. But we are not going
to fix this problem until we start voting on solutions and alter-
natives.

Dr. Blahous, is that right?

Mr. BLAHOUS. Yes.

Senator GRAHAM. If every hospital in America went to Medicare
reimbursement rates for their primary—their only source of pay-
ment, how many hospitals would close?

Mr. BLAHOUS. Well, it is hard to say how many would close. The
CMS Medicare actuaries have said that the vast majority of hos-
pitals operate at a negative margin for their Medicare patients,
their Medicare treatments.

Senator GRAHAM. So they make it up through the private pay
system. Is that correct?

Mr. BLAHOUS. That is correct. And they put out a projection a
couple of years ago saying that, you know, roughly 80 percent of
facilities would be plunged into negative margins within a few
years if all of their reimbursements were at Medicare rates.

Senator GRAHAM. Ms. Turner, what is your view of that? What
if in America, all of a sudden, everybody in the hospital arena were
reimbgrsed at Medicare payments, at the current rate, and that
was it?

Ms. TURNER. Well, that is a good question to ask the Director of
the Congressional Budget Office because the CBO has basically
said that a great majority of physician practices and hospitals and
clinics would simply not be able to keep their doors open. The pri-
vate sector, employer-based health insurance in particular

Senator GRAHAM. If you spent 15 minutes talking to the people
in South Carolina in rural areas, their biggest nightmare is to be
locked in at Medicare and Medicaid rates because they would have
to close because you just cannot pay the costs. And if you start
mandating patient-to-nurse ratios, that would increase your costs.
So a lot of hospitals would go out of business. There has got to be
a better way.

So the idea of having the government as the only source of rev-
enue is, I think, a bad idea because you are no better than the gov-
ernment will allow you to be, and you would have to increase Medi-
care and Medicaid reimbursement rates or you would shut down a
large number of hospitals in this country because they literally
cannot operate without a private pay function.

Let me ask this question. Do you all agree that under Medicare
for All private health insurance options go away for the American
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people? Everybody is nodding. Okay. I just want to get that base-
line. The question: Is that a good idea or a bad idea?

So what I would like to do, Mr. Chairman, is vote on your pro-
posal. That is—I like the Committee. We talk a lot. We do not vote
on much of anything. Let us take your idea and vote on it because
if we did that I think you would find out that Medicare for All
would be the equivalent of collective farming over time, and I do
not want to go down that road.

I would like to do more private sector involvement in health care,
not less. I would like to have more competition, not less. I would
like to get more innovation, not less.

And I can tell you one thing. The more you consolidate power in
the health care arena under the government umbrella, you are
going to get less of innovation, you are going to get more on costs,
and you are going to get less in quality. You just have to wait
longer. You have to ration care because eventually you break the
budget to the point it cannot be repaired.

Medicare is in a very tenuous situation. Let us focus on saving
Medicare as we have it today, and let us find ways to talk with
each other about lowering that cost from $12,000 per patient to
something lower and see if you can have an open mind to some of
my ideas, and maybe I will have an open mind to some of your
ideas. Might be able to fix this thing over time.

But let us start with this idea. We should be voting on this. We
should not be talking about it any longer. Let us vote.

Chairman SANDERS. Well, if I could just briefly respond, before
I give the mic to Senator Padilla, about voting.

Senator GRAHAM. Can I say one thing I forgot? Unanimous con-
sent to submit letters and an op-ed to the record from
FreedomWorks and Council for Citizens Against Government
Waste, Americans for Prosperity, Americans for Tax Reform, and
the Cato Institute, as well as an article from the Washington Post.

Chairman SANDERS. Without objection.

Senator GRAHAM. Thank you, Mr. Chairman.

[The submitted materials begin on page 167.]

Chairman SANDERS. Senator Graham, you may or may not know
that I have been one of the major proponents in the Senate to have
more votes. I like votes. I think it brings forth debate. But I think
while we are at it, in addition

Senator GRAHAM. You are the Chairman.

Chairman SANDERS. I am the Chairman of this Committee but
not the Majority Leader. I think we should vote on whether we con-
tinue massive tax breaks for billionaires so that Jeff Bezos in a
given year does not pay a nickel in taxes. I think we should vote
on whether we end Citizens United so that billionaires are not able
to buy elections as they are doing it right now as we speak. I think
we should vote on whether or not Medicare should negotiate pre-
scription drug prices so that we can lower the cost of prescription
drugs in this country by half and a lot of other issues. You are talk-
ing to the wrong guy here. I like the idea of votes.

Senator GRAHAM. With all due respect, Mr. Chairman, you are
the Chairman of the Committee. This is about Medicare for All. If
you want to vote on all those things, fine. Let us start with your
idea.
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Chairman SANDERS. Let us vote on all of them. Good.

Senator GRAHAM. Well, let us start with Medicare for All. Have
a vote next week.

Chairman SANDERS. All right. Okay, Senator Padilla.

Senator PADILLA. Thank you, Mr. Chairman, and I want to
thank—I want to start by thanking you for your leadership on this
issue and for holding this hearing. I am proud to support Medicare
for All and look forward to working with you to move this forward.

And I also want to personally thank and recognize our front-line
heroes. I see all these scrubs in the audience, and that always puts
a smile on my face because I know that you all have been on the
front lines in the more than two-year fight against COVID-19.

I also want to say that we have this terminology that came out
of the COVID-19 pandemic: essential workers. Let us be clear.
Your work was essential long before the pandemic but especially
during the pandemic.

We have a few heroes today and some great witnesses, including
one that happens to be a California nurse and my personal friend,
Bonnie Castillo. Thank you for being here.

Now Ms. Castillo is Executive Director of the National Nurses
United and a fierce advocate for equal health care for all, and I am
proud that she is here representing California as well as the work-
force.

As we have all seen, the COVID-19 pandemic has put a spotlight
on what many people of color already knew, and that is the fact
that the current health care system does not treat everyone equal-
ly. For far too long, communities of color, patients of color have
faced discrimination in our health care system. And we can debate
whether it is intentional or unintentional, but the facts and the
data are clear. And that is one of the reasons why I believe Medi-
care for All is so important: because it will level the playing field
for communities of color.

It is simply a fact that many communities of color living in the
United States have less access to health care, have worse health
outcomes, and are less insured than other communities, but a sig-
nificant equalizer has been Medicare. Research has shown that
there are substantial reductions in racial disparities and access to
care and self-reported health when people reach 65. Now this is
striking and should be kept top of mind when we consider this bill.
Health care should not be determined by your ZIP Code, and no
one should go bankrupt because they cannot afford growing med-
ical expenses.

So I share your conviction, Mr. Chairman. It is frankly unaccept-
able that as the wealthiest nation in the world we do not guarantee
health care for all. Health care is a human right. I am looking for-
ward to taking action here.

Now turning to my questions in the couple minutes I have left,
the first is to Ms. Castillo. You know, cost is often cited as a reason
to oppose Medicare for All for those who do not believe yet. Yet.
But the real question I have is: Cost for whom?

Now I have heard story after story from families across Cali-
fornia about how a single illness can be financially crippling for an
individual or a family. Families often go into massive debt or even
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bankruptcy to cover a loved one’s health care costs, but it does not
have to be this way.

Health care should not be something only the wealthy can afford.
No one should go into debt because of rising health care costs or
an illness. One example that we are legislating separately, no one
should have to ration their insulin or put off critical surgeries be-
cause of the price tag.

So with that as the backdrop, Ms. Castillo, as one of the leaders
of the largest health care worker unions in the nation, how would
Medicare for All help alleviate the racial and income disparities
that you see on the ground?

Ms. CAsTiLLO. Well, thank you and thank you for your leader-
ship, Senator Padilla.

You know, for us as registered nurses, I think, you know, the key
words are early, access, prevention, detection, and treatment, and
that means removing those barriers. And those barriers are prohib-
itive, as it has been mentioned for the 30 million uninsured, but
for the underinsured that cannot afford to use their insurance, not
to mention all those who have lost their jobs and lost their insur-
ance. Insurance does not equal care, and people need to be able to
access that care.

And the care—and we on this panel—I mean, we have the exper-
tise and the education to provide that care. That is what we—that
is our job, and we do our job every day. You know, during the pan-
demic we did not run away from the disaster. We ran to it.

But we need the tools, and we need to remove the barriers to
care for everyone. You know, COVID does not respect any kind of
barrier to care. If it infects one of us, it can infect all of us. And
so as providers, we need to—it is important that we address these.

I will also just—I would like to comment on, you know, for in-
stance, hospitals are closing all the time. We, as a union, fight hos-
pital closures because—and they are deciding to close because it is
simply not profitable to operate a hospital in the lower-income com-
munities, specifically communities of color, rural communities. And
so if we have the global budgeting, where budgeting was based on
need, human need, then we would be able to work to decrease
those disparities that exist.

Senator PADILLA. Thank you. And, Mr. Chairman, I know my
five minutes are up, but if I can, just one quick question. I promise
to be brief.

The COVID-19 pandemic has also put enormous stress on the
mental health of the American people. Cases of mental illness and
substance abuse disorder have sharply risen during the pandemic,
and more people are seeking care. Often cost and stigma pose bar-
riers for people seeking mental health treatment. That just should
not be the case.

Medicare for All, I believe, can also help level the playing field
for those suffering from mental illness, not just physical illness. Dr.
El-Sayed, how can Medicare for All help those suffering from men-
tal illness and substance abuse disorder?

Dr. EL-SAYED. Yeah, Senator Padilla, I really appreciate the
question. We are suffering a second pandemic of mental illness in
this country, and unfortunately, our health care system has done
this thing where we basically decapitate the head from the body.
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We say if it is in the head, whether it is mental health or it is den-
tal health or it is vision or hearing, then we are going to pay for
it separately. And one of the best pieces of Medicare for All and the
Chairman’s bill is that it reminds us that making Medicare whole
is really the first step to extending Medicare for everybody. Cov-
ering these critical needs is critically important.

The second point here is that because we have such a different
system of reimbursement for mental health we systematically lag
in terms of capacity. My own spouse is a mental health provider.
She is a psychiatrist, and every day she talks about caring for stu-
dents who would not have care except for that they happen to be
students at the university and get it through their university.

And so putting the head back on the body of health care and
making health care whole through Medicare for All, ending the dif-
ferentiation between the head and the body, I think, is critical, and
Medicare for All would do just that.

Senator PADILLA. Thank you. Thank you, Mr. Chairman.

Chairman SANDERS. Senator Johnson and Senator Padilla, would
you mind chairing while I run down and vote?

Senator Johnson.

Senator JOHNSON. Thank you, Mr. Chairman. You are going to
miss some good stuff here.

The first step in solving any problem is admitting you have one,
and we all admit we have one, right? Then you have to promptly
diagllilose this, and I think that is where things break down pretty
quick.

Seems like the Chairman says it is all about profitability of the
industry, and he rattled off a bunch of numbers that totaled up
$117 billion. Dr. Gaffney, you talked about lowering drug costs,
$100 billion. We spend over $4,000 billion a year in health care.

Even if you get after-tax profitability of 10 percent, which I think
is probably high if you take a look at the entire industry, that
would be about $400 billion, and you would still end up with over
$11,000 per person. So the profits, yeah, if you squeeze out all prof-
itability, you could lower health care costs but not that substan-
tially.

What astounds me is the people that promote Medicare for All,
the faith in government you have. I mean, let us face it. The pan-
demic has exposed an awful lot. Our response to the pandemic was
largely driven by government agencies. Agencies, I would say, have
been corrupted and captured by big pharma.

You know, there is not one therapy, there is not one vaccine that
is generic that has been recommended. Everything is either the
novel, patentable drugs, starting at about 500 bucks for
PAXLOVID, $700 for molnupiravir, $3,500 for remdesivir. Okay?
But this cornucopia of widely available generic drugs was ignored.

And how many times have we talked about early treatment? Get
in there early. And yet, National Institutes of Health (NIH) guide-
lines today: Get tested and do nothing. Go home, afraid.

We not only ignored our agencies, the government not only ig-
nored early treatment, they sabotaged it.

And I do not see how anybody can take a look at our response
to—the government response to this pandemic—a million people
dead, the human toll and the economic devastation of these ill-ad-
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vised, widespread shutdowns, shutdowns that did not work, what
we have done to our children, how anybody could say that was a
success. It has been a miserable failure.

So why in the world would anybody want to put government
more in charge of health care?

Let us properly diagnose the problem by just looking at history.
Okay? 1940: 80 cents of every dollar was paid for by the consumer.
We had consumerism in health care.

What has happened since then is now you got government paying
for 55 percent, insurance paying for 35 percent, and the consumer
only pays for a dime out of every dollar spent in health care.

Now I come from the private sector. I would have loved to have
been a monopolist, but because I was not my prices were a lot
lower, my quality was a lot higher, as was my customer service.
That is what the free market provides: the lowest possible cost, the
best possible level of quality and customer service.

We need to introduce consumerism. We have got to reintroduce
the discipline of a free marketplace. Having government take it
over will not do that.

Ms. Turner, I want to ask a question. One of the reasons people
do like Medicare is because it is heavily subsidized, not just by gov-
ernment payments but by the private sector, correct? The cost
sharing makes our hospital systems actually work because often-
times, certainly with Medicaid and Medicare, they are not reim-
bursed even for their costs. So talk about that cost sharing and
how that would all go away and all of a sudden government care
for all would not look that pretty.

Ms. TURNER. Private health coverage, primarily through employ-
ers but also through private plans, pay higher rates in order to get
hospital and, physician care for their members, and those higher
payment rates are what allow hospitals and physician practices to
actually keep their doors open.

I had a physician friend in Florida who said that he wanted to
take Medicaid patients, and he did, and he had a patient needing
treatment for complicated lung problems. He said, ordinarily, pri-
vate health insurance would pay him $750 for this course of care.
When he got his check from Medicaid, the check was for 6 cents.
He said, “How many Medicaid patients can I afford to see when I
get those kinds of reimbursement levels?”

Senator JOHNSON. I think another issue is, as I have talked to
hospitals and people coming in during the pandemic, and now that
those rules that were suspended—you know, things like telemedi-
cine, which makes sense, that is a market-driven innovation, right?
All of a sudden, you will not be able to practice telemedicine.

So all the innovations that we were able to implement during the
pandemic to relieve the health care system of the bureaucratic
rules—I mean, again, those of you pushing Medicare for All, what
makes you think there will be lower bureaucracy with government-
run health care? There will be greater bureaucracy, greater rules,
more regulations, less innovation, and higher costs. Would you
agree with that, Ms. Turner?

Ms. TURNER. And less, even less, transparency. I agree with Dr.
El-Sayed that we need to have much more transparency. Four tril-
lion—400,000 billion dollars—are sloshing through our health care
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system, and so few people feel they have any control over that
spending and that they can make their own decisions about how
to get the best care at the lowest prices from quality providers.
That is what we all need.

Senator JOHNSON. I have 37 oversight letters into the agencies,
covering a wide range of subjects in terms of this mismanagement
of the pandemic. I have gotten almost zero responses because the
health agencies have not been honest; they have not been trans-
parent.

And so, again, to think government is going to be more trans-
parent and is going to be more efficient, that health care is going
to—you know, all of a sudden, everything is going to be coming up
roses I think is complete misdiagnosis of what a possible solution
might be.

Thank you, Mr. Chairman.

Senator PADILLA [presiding]. Thank you.

Senator Scott.

Senator SCOTT. I want to thank everybody for being here today.

You know, I grew up in a country where a kid like me growing
up in public housing, born to a single mom, could go out and try
anything because it was a capitalist system that created opportuni-
ties for us. We had to get a good education. You had to work hard.
I mean, I started working at seven. My family, we all worked hard,
and we were able to achieve the dream.

Right now, if you are—look at what is going on in this country
right now. Let us look at where the economy is right now. Today,
PPI numbers came out, 11 percent. The inflation number is up,
over 8 percent. I look at our GDP; it is negative. Think about it.
In the United States of America, you cannot get baby formula if
you are a young mom. I have talked to young moms that had to
drive around all weekend last week trying to get baby formula for
their kids. So we have a supply chain crisis. We got interest rates
going up. We got the stock market going down.

So the socialist agenda that the Democrats are pushing, it is not
working. You cannot spend money you do not have. We have $30
trillion in debt. Medicare is going bankrupt. Social Security is going
bankrupt. We are not prefunding any programs in this country.
There was a bill that got passed that put Medicare actually in a
worse position. We removed retiree benefits from the Postal Service
to Medicare when we know Medicare is not funded.

So now we are talking about Medicare for All, which I think it
ought to be called Medicare for None. The bill that we are talking
about today will abolish the current Medicare—well, here is what
we are talking about. Abolish the current Medicare program and
make private insurance illegal. Think about that. The goal is to
make private insurance illegal.

They do not want to wildly expand government. They want to
make it illegal to have your private health insurance. We ought to
just all read the bill and understand exactly what is happening.

So the horrible proposal will ruin the Medicare program because
right now, as we know, it is not funded, right, and we are running
trillion-plus-dollar deficits. The Biden agenda takes our debt to $45
trillion. Tell me how we are going to pay the interest expense on
what we already have.
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It is going to throw 150 million—150 million—people off the pri-
vate insurance program. Over 24 million people have Medicare Ad-
vantage programs, which they like because they get additional ben-
efits. That is gone.

According to independent estimates, it will cost upwards of $30
trillion over the next 10 years. I do not know where the money is
coming from.

So, one, it makes private insurance illegal. It lets government de-
cide what procedures you get, when, and when you get to have
them, which ones are covered, which ones you get to have. You
want the government to make these choices for you.

It pays doctors less, health care workers significantly less. We al-
ready have a worker shortage. You pay people less. Guess what?
You are going to get fewer of them.

If you care about health care for this country, it does not make
any sense at all.

So, Ms. Turner, advocates of Medicare for All keep using U.K.
and Canada as examples of great socialized health care. Can you
talk about the problems of wait times in the U.K. or Canada and
how it impacts, you know, how it impacts somebody’s individual
health?

Ms. TURNER. Well, and as you say, because of a resource short-
age, they do; people wind up with long waiting times. The Fraser
Institute in Canada has been studying wait times for 30 years.
When they started, the average wait time from seeing a practi-
tioner to getting referred to a specialist and getting your treatment
was about nine weeks. It is now 26 weeks, half a year, and in some
areas it is a year.

In the U.K., the UK. has so many people on waiting lists for
care that the U.K. Health Secretary says if you spend more than
18 months on the waiting list then you can go to a private payer
in order to get care.

But it is not just there. Any place where you see resource con-
straints—and that is absolutely what will have to happen with
this, with a government-run health care system. In California,
health officials just announced that fines for $55 million—MTr.
Padilla’s home State. The Los Angeles County Government. For
low-income residents’ treatment plan, they found that people were
having to wait an average of 90 days, which is 6 times longer than
the 15-day limit.

So it happens anywhere that you have global budgets and re-
source constraints and are not able to pay enough people and not
have enough facilities to provide the care. Universal coverage does
not mean universal care.

Senator SCOTT. Oh, you get it. So take the U.K. If you are rich,
do you have to go through the U.K. system? No. There is a sepa-
rate system for the rich. They can go to private hospitals.

So if you are poor, you have to wait, if you get the care in time
to stay alive. But if you are rich, you can either go to the U.K. or
you can actually come to the United States, which like a lot of Ca-
nadians come to the United States.

So I mean, what this will do is if you want care for everybody,
this will mean you will get care, way less care, for people and you
will wait longer for your care.
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Thank you.

Senator PADILLA. Thank you, Senator Scott. Welcome back,
Chairman Sanders.

Chairman SANDERS [presiding]. My apologies for having to run.
It is kind of a party line vote and it is a 50/50 Senate so every vote
matters.

Let me just take the opportunity to ask a couple more questions.

Under an employer-based health care system, does anybody have
a guess as to how many people are staying at their jobs today not
because they enjoy their jobs or feel productive in their jobs, but
because they see work right now as the only way they can get de-
cent health care coverage? Any thoughts on that? I see some hands
irllo the? audience. Dr. El-Sayed, is that something you have thought
about?

Dr. EL-SAYED. Absolutely something I have thought about. It is
hard to get an estimate of that, simply because job markets are in
such flux and people’s preferences are complex.

Although, I think about the impact—and, frankly, the CBO has
thought about these things, too—the impact on the economy. Our
Republican colleagues love to talk about what is good for the econ-
omy. You think about the impact on the economy, all the busi-
nesses that go unbuilt, all of the new careers that go unestablished
because people are worried about what might happen if they leave
their job and lose their health insurance.

On top of that, small businesses, almost every single small busi-
ness owner you talk to, and you ask them what are their biggest
challenges? They will rate, according to survey after survey, health
insurance for their employees as one of the worst.

And so it is hard to pitch a counterfactual in terms of numbers,
but it is important for us to ask what would be the effect if you
did not have to worry about that, doing that entrepreneurial thing,
that thing that America is supposed to be known for, that that
would mean you and your family losing the health insurance in the
process.

Chairman SANDERS. Anybody else want to respond to that? Ms.
Turner?

Ms. TURNER. Senator, employers try so hard and they get so beat
up on because they really are trying hard to find good health insur-
ance that is as affordable as possible for their employees. And actu-
ally, a study by the Heritage Foundation found that 5.7 million
more people had coverage in December of 2020, a year into the
pandemic, than did in 2019. So employers tried very hard to keep
their employees on the payroll as much as they could.

Many people also enrolled in coverage through the Affordable
Care Act (ACA). So there are safety nets.

Chairman SANDERS. No, I do not think that it is a question of
beating—nobody here, I do not think, is beating up on small busi-
ness. I think the point that Dr. El-Sayed was making—and I re-
member this, as being a mayor. We had the same problem as any
small business. We had to search for the best, most cost-effective
health insurance. We spent an enormous amount of time and
money trying to figure it out.

And what I think is not well known is what Medicare For All
will do is take that burden off of small business because all of their
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employees will have quality health care and they can maybe go
about their business of doing what they do, rather than spending
so much time and energy on worrying about having to get afford-
able health care.

Dr. EL-SAYED. If I may, Mr. Chairman, far from beating up on
small business owners, the question I keep asking is what would
make it easier to be a small business owner? And I think taking
off the mental space that goes into asking how do I make sure that
my employees are covered today, would make it far easier to focus
on whatever the business is.

But it is not just small business. It is also big business. I am
from Metro Detroit where, during the Great Recession, the auto-
motive bailout was the single most important question on
everybody’s mind. And one of the big questions was how do we pay
for private health insurance not just for employees but for retirees
at GM? And what ended up happening is a number of the jobs that
would have stayed in the United States actually got off-shored to
Canada because folks could get their health insurance paid for. It
was not a line item off the top of every employee that you had to
employ.

So these questions are dogging businesses, whether large or
small, in this country. And if we are serious about investing in our
economy, taking the overhead of having to think about health care
for every single employee you have off the top of business decisions,
I think would be pro-growth and pro-economic empowerment in
this country.

Chairman SANDERS. Let me ask another question.

We do not talk about, you know, generally speaking, the more
important the issue is, the less we talk about it. In our Nation, our
life expectancy is shorter than most other industrialized countries.
But even within our Nation, there is a huge disparity in life expect-
ancy.

I read an article somewhere that in Southern West Virginia,
which is five hours away by car from Fairfax, Virginia. Southern
West Virginia very poor, Fairfax rather wealthy. Life expectancy
for males I think was something like 15 years different. And right
here in Washington, D.C., depending on which part of the city you
live in, the life expectancy will be significant.

Why is that? Some thoughts? Dr. Gaffney?

Dr. GAFFNEY. Well, obviously health is more than a reflection of
medical care alone. And I think that speaks to the gross inequality
in our society that affects people in terms of their housing, in terms
of their exposure to COVID-19, for that matter, in terms of occupa-
tional safety, in terms of exposure to pollution.

But I do think medical care matters. It matters a great deal in
these inequalities. And we know that because researchers—you can
look at life expectancy but you can also look at something called
treatable mortality, which is deaths that we think are preventable
through medical care.

And if you compare, for instance, a country like Canada to the
United States in its treatable mortality, we have about 50% higher
treatable mortality than Canada.

So the fact of the matter is that we need to fix a lot in our society
to rectify the kinds of gross inequalities you are describing. But a
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big part of that is fixing our medical care system to make it acces-
sible, to make it universal, and to make sure that people can have
access to the best care regardless of their race, ethnicity, or income.

Dr. EL-SAYED. If I can build on what Dr. Gaffney shared, if you
think about the way we calculate life expectancy, you think about
the contribution of every life, on average. The lives that contribute
the most to reducing our life expectancy are the lives that are lost
the earliest. Those are the babies that pass. And you think about
keeping a baby alive, that is a real complex question because you
are talking about two lives. You are talking about the life of the
person that bore that baby and you are talking about the life of
that baby theirselves.

I was health director in the City of Detroit. We had one of the
highest infant mortality rates in the entire country. We were also
the poorest city in America. Those two things are not unrelated.

Chairman SANDERS. If I recall, those infant mortality rates are
not dissimilar from some really poor Third World countries; is that
correct?

Dr. EL-SAYED. Across our country, our infant mortality is not dis-
similar from very poor lower-income countries. But in Detroit, in
particular, yes. My family comes from Egypt. I had a grandmother
who lost two infants before the age of one, from among eight to
whom she gave birth. She had a personal infant mortality rate of
25 percent.

And the crazy thing is that I would go to Egypt when I was a
kid, I would go 15 hours. I could go 15 minutes from where I grew
up in Detroit and go to a place where the infant mortality rate was
quite similar to where it was in Egypt.

And so, if we are serious about investing, and I know my col-
leagues, my conservative colleagues here care a lot about the lives
of children they say. And if we are serious about that, then what
we would make sure is that every single mother had health insur-
ance regardless of her circumstances so that she could access pre-
natal care services. That every single baby would have the basic
services it needed should it fall ill.

But too often, in cities like Detroit, because we had hospitals go
from being public hospitals to being nonprofits to being, finally, for-
profits where they are constantly asking how can I skimp a dollar
out of Medicaid because it is such a low-income community, too
many people in effect get locked out because of the churn of trying
to stay on Medicaid at that moment where they are trying to safely
bear a child and bring it to life.

So if we are serious about the well-being of infants, if we are se-
rious about our life expectancy, then we ought to be serious about
making sure that that transition into life is done with the full in-
vestment in health care for that mother and that baby.

Chairman SANDERS. I see Senator Braun is here. Senator Braun.

Senator BRAUN. Thank you, Chairman Sanders, for letting me be
able to speak. I had a lot of stuff going on.

I am glad we convened this because I come from Indiana, viewed
health care as the most important benefit for my own employees,
ran a company for 37 years. And probably the proudest thing I did
was covered pre-existing conditions and no caps on coverage, and
turned my employees into health care consumers along the way.
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What Senator Sanders is talking about in Medicare For All is be-
cause we have got a broken health care industry. I have fought
with it in trying to get good coverage for my own employees. There
is two things in life, generally, when you are spending money. You
have to aspire to what you know is a need and then do it in a way
that is affordable.

Ironically, all other countries have not found a way to get the
markets to work. And that is why you have them doing something
that is either a two-tiered system or what Senator Sanders is talk-
ing about.

I personally think that we could cascade into that. And I have
talked to a lot of CEOs, most of whom never took it as seriously
as I did, brought it into the C-suite. And I will tell you what we
accomplished. We cut costs by close to 50 percent. You would nor-
mally think well, that means people were not getting covered. No,
they were getting covered. And along with doing it, I removed the
coinsurance part of insurance, to where outside of my employees’
deductible, they are never going to go broke because they get sick
or have a bad accident. That should be the attitude of every com-
pany.

When you are not taking care of things in the private sector, you
are going to look to government to do it. Whether that is the even-
tual thing that happens here remains to be seen.

I would love to see the health care industry actually reform
itself, embrace transparency, embrace competition, embrace edu-
cating a health care consumer and see if you can take costs out of
the system before government ends up paying for it or to where
you have got a broken health insurance system increasingly domi-
nated by huge corporations that even when you are a decent sized
company like mine you cannot even wrestle with them.

So it is either going to be a solution that the problem generators
fix by embracing competition, embracing transparency, knowing
that health care, along with education, are the two most important
things for families. Ironically, they are the two most expensive
things in our system. And when that happens, government gets
more involved.

I think that we need to converge from two different directions.
I think Medicare For All will win the day and it is a solution that
most other countries had to go to some version of. But I think we
have got the possibility of keeping the unique best things about our
health care system. But it is going to be totally up to the big hos-
pital corporations, big health insurance, even practitioners to em-
brace transparency, give health care consumers choice.

And pharma, which gets a lot of the blame, they deserve it. They
do an excellent job on the R&D and then they come up with some
monstrosity middle man that sucks out billions and billions of dol-
lars, that keep insulin high. So it is broken in almost every facet.

There is entrepreneurialism happening. In Indiana, a clinic was
started by some anesthesiologists. It cuts the red tape of govern-
ment and big corporations. Give this example, a gall bladder oper-
ation. In our State, the negotiated rate is $18,000. The surgeon,
whoever is doing the work, gets paid a very, very small amount of
it. If you are uninsured but you can afford it, it is going to cost you
$32,000. They are going to do it for $8,000.
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That is the kind of restructuring we need and it needs to be the
providers of health care. Insurance should almost be out of the
question. The pool for insurance would be all Americans. And it
ought to be easy like that because it is the number one most impor-
tant thing, especially as you age. And sadly, too, we have got work
to do here within our own government. The programs that depend,
the elderly and especially those that cannot afford insurance, Medi-
care and Medicaid, are going the wrong direction, not sustainably.

I really do not have a question because I have been working on
this so long. I just want to let you know that you can have two dif-
ferent points of view but we ought to at least agree on the problem,
that health care as we know it is not accessible to enough people,
it sends too many people to bankruptcy court. And if the people
that run these big entities now do not do something about it, they
should not have anyone to complain to because government will be
the solution.

I think if we did do some legislation that forced transparency,
competition, they say they are free market. Let us do it. It would
make government-provided health care less expensive. And maybe
we could take it from 20 percent of our GDP down to 12 and have
our cake and eat it, too.

The way it looks, they are so intransigent, I have been speaking
about it, I do not know if they will accept changing themselves.
That would be a better solution and we ought to probably try to
work on a few ways to do that, as well.

Thanks for listening.

Chairman SANDERS. Senator Braun, thanks very much.

Let me just thank the panel. We have kept you here for a very
long time. But I appreciate all of the work that all of our panelists
are doing. As Senator Braun indicated, there is probably no issue
more important to the American people than health care.

So thank you all very much.

Our next panelist is going to be the Director of the Congressional
Budget Office, Director Phil Swagel. Thank you.

Dr. Swagel is going to be with us virtually. He is the Director
of the Congressional Budget Office, a position he has held since
2019. Previously, he was a Professor at the University of Maryland
School of Public Policy and a Visiting Scholar at the American En-
terprise Institute and the Milken Institute.

Dr. Swagel has served as Assistant Secretary for Economic Policy
at the Treasury Department and as Chief of Staff and Senior Econ-
omist at the White House Council of Economic Advisors.

Dr. Swagel, thanks very much for being with us.

STATEMENT OF THE HONORABLE PHILLIP SWAGEL, PH.D., DI-
RECTOR, CONGRESSIONAL BUDGET OFFICE; ACCOMPANIED
BY CHAPIN WHITE, PH.D., DIRECTOR OF HEALTH ANALYSIS,
CONGRESSIONAL BUDGET OFFICE; AND JEFFREY R. KLING,
PH.D., RESEARCH DIRECTOR, CONGRESSIONAL BUDGET OF-
FICE

Mr. SWAGEL. Thank you, Chairman Sanders.
Chairman Sanders, Ranking Member Graham, and members of
the Committee, thank you for inviting CBO to testify about single
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payer health care systems based on the Medicare Fee-For-Service
program.

Now I am testifying by video because I have a little time yet in
isolation. I am fine and I look forward to emerging.

I am joined today by my colleagues Chapin White and Jeff Kling
and I am grateful to Chairman Sanders and to your Committee
staff for arranging this remote testimony.

CBO has analyzed five options illustrating the effects of dif-
ferences in providers’ payment rates, patients’ cost sharing, and the
system’s coverage of long-term services and supports.

The system proposed by Chairman Sanders in S. 1129, the Medi-
care For All Act of 2019, is like these five options in some ways
and different in some others. We have not analyzed S. 1129 in par-
ticular.

CBO found the following effects relative to what would occur
under current law:

Federal subsidies for health care in 2030 would be significantly
larger, with the increases in subsidies ranging from $1.5 trillion to
$3.0 trillion, depending on the option.

National health expenditures would change by amounts ranging
from a decrease of $0.7 trillion to an increase of $0.3 trillion, again
depending on the system’s design features. The most important fac-
tors tending to reduce national health expenditures are lower pay-
ment rates for providers and reductions in payers’ administrative
spending.

Conversely, the most important factor tending to increase ex-
penditures is increased use of care. And that is especially if long-
term services and supports are a covered benefit, as is the case in
one of our five options. So health insurance coverage would in-
crease, with virtually all U.S. residents covered by health insur-
ance.

Total out-of-pocket costs would also be lower.

The supply of health care would increase because of fewer re-
strictions on utilization, less money and time spent by providers on
administration, and providers’ responses to increased demand for
care. The amount of care used would rise, and in that sense, over-
all access to care would be greater in the single-payer systems we
analyzed.

The increase in demand for health care would exceed the in-
crease in supply, in our analysis, resulting in greater unmet de-
mand than under current law. Though higher overall access to care
and increased unmet demand would occur simultaneously because
people would use more care and would have used even more had
it been supplied. The increase in unmet demand for care would cor-
respond to increased congestion in the health care system. That
would mean more delays and forgone care.

Turning to the economic effects, I will describe the outcomes
under the five options that CBO analyzed if the system was fi-
nanced by either a payroll tax or an income tax. And the estimates
on those economic effects depend on the type of tax used for financ-
ing.

So our projections for the effects relative to what would occur
under current law are as follows:
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Gross domestic product (GDP) would be approximately 1 percent
to 10 percent lower by 2030, and aggregate nonhealth consumption
per capita would change by amounts ranging from an increase of
3 percent to a decline of 7 percent.

Lifetime nonhealth consumption would rise among lower-income
households and decline among higher income households, and the
number of lifetime hours people choose to work would be lower for
most households across the income distribution.

The net reductions in GDP occur primarily because of the effects
of the increased taxes on labor and capital income. If the system
was financed by other types of taxes, by government borrowing or
reductions in other types of government spending, the net effect on
the economy and, of course, the distributional implications would
be different.

In addition to the effects of the system’s financing, other effects
would occur, and these are other economic effects:

For example, workers would see increased taxable wages as em-
ployers would no longer provide health care benefits and would
pass along the savings to employees, again through higher cash
wages.

Higher longevity and labor productivity would result with the
improvements in health care.

CBO has published a series of reports and working papers under-
lying the summary I have provided today in the written testimony.

My colleagues and I would be happy to talk about the details of
that analysis and to answer any questions.

Thank you, very much.

[The prepared statement of Mr. Swagel appears on page 143.]

Chairman SANDERS. Dr. Swagel, thanks very much for being
here and thanks very much for all of your work. We hope you get
well quickly.

In December of 2020, CBO released a 209-page working paper on
single-payer health care. CBO considered five options of moving to
a single-payer system and found that in four out of the five sce-
narios, a single-payer program would save the American people be-
tween $42 billion and $743 billion a year, beginning in 2030.

The option that most resembles the Medicare For All bill that I
introduced, which is option three, would save the health care sys-
tem $650 billion a year beginning in 2030 while covering every
man, woman, and child in our country with no premiums, no
deductibles, and no copayments.

So Dr. Swagel, am I correct in stating that option three, which
is the option most closest to what I have introduced, would save
$650 billion a year beginning in 2030?

Mr. SWAGEL. Yes, sir, Mr. Chairman.

National health expenditure would go down by $650 billion in
2030 in option three. That has the lower payments to providers,
lower cost-sharing, has long-term services and supports, what is in
Medicaid but not beyond what is currently in Medicaid.

Chairman SANDERS. Speak a bit about the nature of administra-
tive savings. How does a Medicare For All move closer to what
other countries spend on administration? How much are we spend-
ing now compared to what we would spend under Medicare For
All?
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Mr. SWAGEL. I might ask my colleagues to jump in with addi-
tional details, as well.

So option three, which is the one that you had mentioned before,
would result in a $414 billion reduction in administrative costs.
There would be an additional $508 billion savings from changes in
the payments to providers.

The administrative costs would be on two sides, both on the pro-
vider side that with a single payer system and essentially universal
coverage, providers such as doctors and hospitals would spend
much less time in a sense figuring out the sorts of things they fig-
ure out now with insurance companies. So that is on the provider
side.

Chairman SANDERS. Let me ask you this, if I could. I am sorry
to interrupt you, but I do not know if you have it on the top of your
head right now. What does Medicare spend on administration com-
pared to the private health insurance industry right now?

Mr. SWAGEL. Chapin, do you have that off the top of your head?

Mr. WHITE. Sure. In our analysis, the Medicare Fee-For-Service
program had administrative expenses of about 2.3 percent, com-
pared to private insurers, which were more in the range of around
12 percent.

Chairman SANDERS. And there are some, obviously, private in-
surance companies that spend a lot more than 12 percent. I hope
everybody understands what we are talking about. The goal of
health care is to put doctors and nurses and health care profes-
sionals into contact with patients. Administration is the buffer in
between. That is shuffling papers.

And what we are talking about now, according to the CBO, on
average the private sector spends about 12 percent and Medicare
spends 2.3 percent. When you add that to the entire health care
system, we are talking about hundreds of billions of dollars in sav-
ings.

Not to mention, Dr. Swagel, I do not know how you quantify this,
but I think people throughout this country go crazy in trying to
argue with insurance companies about what they are entitled to
and why they were covered or why they were not covered.

Do we have any—are there economic analyses as to what that
costs in terms of the amount of time the American people have to
spend in arguing with insurance companies?

Mr. SWAGEL. We looked carefully at the experience and the lit-
erature in the U.S. and we looked at the experience of other coun-
tries, such as Canada, at those savings. And that is our lower ad-
ministrative costs.

As you say, there would be immense savings, both from the pro-
vider side and for families. And that would result in more care, es-
sentially the time freed up by those administrative savings would
mean more time providing care to beneficiaries.

Chairman SANDERS. Let us talk a little bit about prescription
drugs and the savings that would occur under Medicare for All. I
believe, and the American people overwhelmingly believe that
Medicare should negotiate prescription drug prices. The fact that
we do not do that is the reason that we pay by far the highest
prices in the world for our medicine right now.
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Do you have estimates about how much Medicare For All would
save through prescription drug negotiations with the industry?

Mr. SWAGEL. We do have lower savings from negotiated prescrip-
tion drug costs. Again, I am sorry, I do not have that off the top
of my head. Chapin, do you remember the

Mr. WHITE. It depends on the specification. We had a higher pay-
ment scenario and a set of lower payment scenarios. In the lower
payment scenarios, prices for prescription drugs would be about 27
percent lower than under current law. But the volume of prescrip-
tion drugs used would be higher because of lower cost-sharing. And
so the total spending on prescription drugs would go down under
either of those scenarios.

Chairman SANDERS. Okay.

Now one of the reasons that Medicare For All is expensive is be-
cause it does what should be done, and that is make sure that
every American has health care, provides quality care to all of our
people.

How many more people—what, in your judgment, would be the
impact in terms of accessibility to health care for a Medicare For
All system? How many more people would be getting health care
who today simply cannot afford to get that?

Mr. SWAGEL. Under the single-payer system, virtually all people
residing in the U.S. would be covered. This would mean improved
access to care and, importantly, be for both those who are unin-
sured under current law in 2030 and those who are insured. Even
those who would be insured would have access to greater networks
and lower out-of-pocket costs and therefore would use more health
care.

And of course, for people who would be uninsured that would be
even a bigger difference in terms of their access and lower costs.

Chairman SANDERS. Has the CBO done any work in taking a
look at what the impact on the economy would be if all Americans
were guaranteed health care and would no longer have to stay at
a job that they did not want to stay in just because they get good
health care at that job? Is that something you guys have looked at?

Mr. SWAGEL. It is and we put out a report going through the
macroeconomic effects of the advent of the single-payer system, as
well as the financing that I mentioned in the opening remarks.
There would be many economic effects.

One I mentioned is increased cash wages as employers shifted
the——

Chairman SANDERS. Let me stop you.

Mr. SWAGEL. Yes, please.

Chairman SANDERS. What that means right now that employers
spend a whole lot of money providing health care to their employ-
ees. And without having to do that, there would be the opportunity
to pay their workers higher wages; correct?

Mr. SWAGEL. That is exactly right. And there would be other ef-
fects, greater job mobility I think was mentioned.

Chairman SANDERS. Yes, talk about that job mobility. Do you
have any guess—I know this is a hard question and nobody will
have an exact answer. But I go all over the country and talk to peo-
ple who say I am on my job not because I really want to be there.
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I want to do something different. My wife is ill and I have got good
health care coverage right now. I cannot afford to leave that job.

Do you have any sense of how many people we are talking about
who are at their job for health care? And what it would mean for
the economy if they were able to do what they wanted to do and
retain health care for the family?

Mr. SWAGEL. I will give an initial answer and then my colleagues
can jump in. There is solid economic evidence for this, the phe-
nomenon of job lock, and that reducing that would increase mobil-
ity, increase choices for families, but also increase entrepreneur-
ship. That would increase productivity and economic growth.

I do not know the quantification offhand but maybe my col-
leagues do. But the evidence is pretty solid there.

Mr. WHITE. I think that CBO’s assessment is that people do tend
to stay in jobs longer and it is a phenomena called job lock. Our
assessment is that that phenomenon is real but we have not quan-
tified the number of people or the effects of increased job mobility
on GDP or earnings.

Chairman SANDERS. But we are in agreement that if everybody
in this country were guaranteed comprehensive health care, people
would be freer to leave their jobs and do what they really wanted
to do? Are we in agreement on that?

Mr. SWAGEL. That is right, and that would boost productivity and
entrepreneurship.

Chairman SANDERS. Okay, that is about it for me and I do not
see any of my colleagues here. So Dr. Swagel and your team, let
me thank you all for the very important work you have done on
this issue. Thanks very much.

Mr. SWAGEL. Thank you, Mr. Chairman.

Chairman SANDERS. Before we close, I would like to ask unani-
mous consent that a statement for the record by Eagan Kemp, a
health care policy advocate at Public Citizen, be entered into the
hearing record.

Without objection, that will happen.

[The submitted statement appears on page 157.]

Chairman SANDERS. Let me just again thank all of the witnesses
here, as well as Dr. Swagel and his team, for being with us.

This debate is, in my view, maybe the most important debate fac-
ing our country. I just want to thank all of you for the work you
are doing and have done and I know will do.

As information for all Senators, questions for the record are due
by 12:00 noon tomorrow, with signed hard copies delivered to the
Committee Clerk in Dirksen 624. Email copies will also be accept-
ed. Under our rules, the witnesses will have seven days from re-
ceipt of our questions to respond to answers.

With no further business before the Committee, this hearing is
adjourned.

[Whereupon, at 1:13 p.m., the Committee was adjourned.]

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

[Prepared statements, responses to written questions, and addi-
tional material submitted for the record follow:]
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Hearing before the Senate Budget Committee
“Medicare for All: Protecting Health, Saving Lives, Saving Money”
Thursday, May 12, 2022

Written Testimony of Adam Gaffney, MD MPH
Assistant Professor, Harvard Medical School

Thank you Chairman Sanders and all of the members of the Budget Committee for the opportunity to
discuss the pressing issue of Medicare for All. In the testimony that follows, I outline the benefits of
Medicare for All from a medical perspective, and then explore the salient economic issues raised by national
health insurance reform.

Covering Everyone: A Medical and Moral Imperative

Universal coverage is a medical and moral imperative, yet it remains an unfulfilled dream in the United
States. As a result of passage of Medicare and Medicaid in 1965, and the Affordable Care Act in 2010, the
uninsurance rate has fallen over the past six decades (Figure 1). Yet despite progress, 30 million Americans
remained uninsured in 2021, or 9.2% of the US population.'

Figure 1: Uninsured, 1963 — 2021
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Source for data before 2010: Council of Economic Advisers, “Methodological Appendix: Methods Used to
Construct a Consistent Historical Time Series of Health Insurance Coverage,” 2014, Available from:
https://obamawhitchousc.archives.gov/sites/default/fles/docs /longtermhealthinsuranceseriesmethodologyfinal.p
df
Source for data from 2010 — 2021: Early Release Estimates from the National Health Interview Survey, multiple
years. Available at: https: cde gov/nchs/data /nhis/earlyrelease.pdf. Note that there was a change in survey
methodology in 2019.
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Uninsurance does not affect all groups equally: Black, Hispanic, and lower income individuals are uninsured
at substantially higher rates than others." The consequences for patients’ health and wellbeing can be severe.
Lack of health coverage leads to medical debt, financial strain, foregone medical care, worse health, and
premature death.”” Quasi-experimental studies have demonstrated that for every 278 - 830 patients we
leave uninsured, one dies annually (Figure 2). This translates into more than 30,000 deaths every year due to
lack of health insurance, an entirely unnecessary toll of suffering and death.

Figure 2: Number needed to insure (NNI) to prevent one death
annually in 4 Quasi-Experimental/Experimental Studies
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* Sommers BD. State Medicaid Expansions and Mortality, Revisited: A Cost-Benefit Analysis. American Journal of
Health Economics 2017; 3: 392-421. Figure is midpoint of estimates provided by Sommers.

+ Calculated from age 19-64 subgroup from: Miller S, Altekruse S, Johnson N, Wherry LR. Medicaid and Mortality:
New Evidence from Linked Survey and Administrative Data. National Bureau of Economic Research, 2019
DOT:10.3386/w26081. Figure is calculated from Miller et al’s finding for the age 19-64 subgroup.

§ Sommers BD, Long SK, Baicker K. Changes in mortality after Massachusetts health care reform: A quasi-
experimental study. Annals of internal medicine 2014; 160 585-93. Figure of 1/830 is estimate provided by
Sommers et al.

By covering all US residents, Medicare for All would leave no one uninsured in the nation. It would,
however, accomplish much more.

The Need to Inmprove Coverage for Al

Alongside persistent uninsurance runs an even more common problem: inadequate quality of coverage, i.e.
coverage with such high copays and deductibles, narrow networks of providers, and inadequate benefits that
it leaves enrollees medically and financially vulnerable. In 2020, 26% of adults in the US went without a
doctor visit in the past year due to costs, five-fold higher than the proportion of Canadians..* And about 1
in 5 Americans went without a needed prescription drug, four-fold higher than persons in United Kingdom
and more than double the rate in Canada. ®

The proportion of working age adults with medical insurance who are classified as underinsured due to high
exposure to medical costs rose from 9% in 2003° to 21% in 2020, or 41.1 million Americans.”® As with
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uninsurance, underinsurance has major adverse consequences for patients. The underinsured are more
likely to be contacted by collection agencies for medical debt, and to go without needed prescription drugs
and doctor visits."”

Numerous well-designed studies have conclusively tied cost-sharing to worse health. Copays and
deductibles worsen blood pressure control, as demonstrated in one randomized trial." They lead to more
recurrent vascular events after heart attacks, as seen in another.”” They cause serious delays in care for
patients with cardiovascular® or ocular'* complications of diabetes. Low socioeconomic status individuals
with high-deductible health plans even avoid the ER when suffering from high-severity conditions."”” High-
deductibles cause women with breast cancer to delay imaging, biopsies, and even chemotherapy.'® When
copays are high, seniors with multiple sclerosis and rheumatoid arthritis go without critically important
drugs that keep their diseases at bay."” Cost-sharing causes asthmatics and those with chronic obstructive
pulmonary disease (COPD) to avoid taking their inhalers™ — likely driving worse disease control and an
increase in hospitalizations.'” A recent quasi-experimental study found that even relatively low copays and
deductibles led seniors to forgo needed medications, causing a 32.7% increase in mortality.”

Such cost barriers no doubt contribute to inferior health in America. And indeed, recent health trends in
the US are alarming. Even prior to the COVID-19 pandemic, life expectancy plateaued in the US in the
past decade, ending decodes of progress (Figure 3).

Figure 3: Life Expectancy at Birth in the United States, 1960-2020*
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: de. s 2 1s/indes
: Arias E, Berzmda T- V Ahmad F, Kochanek K Provmonal Llfe Expectancy
Estimates for 2020. National Center for Health Statistics (U.S.); 2021. Available from:
https://stacks.cdc.gov/view/cdc/107201. Note 2020 data is provisional.

Of course, multiple factors in addition to inadequate medical care contribute to poor health. Yet relative to
other wealthy nations, “treatable mortality” — that is to say, deaths potentially preventable with medical
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care — is also higher in the US (Figure 4), a gap that has widened in the past two decades. Moreover,
medical control of high blood pressure* and diabetes™ has also worsened in recent years.

Figure 4: “Treatable Mortality” in 5 Nations, 2000-2017
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2017 were available only for Germany and so were omitted. Available at:
https://stats.oecd.org/#.

Cost-sharing is not necessary. In Canada, doctor visits, tests, and hospital care are free-at-point of use. This
is also the case in the United Kingdom. In Scotland and Wales, all medicines are additionally free-at-point-
of use; even hospital parking is free for patients. As the experience of these nations illustrates, the
imposition of high out-of-pocket can be avoided at the same time costs are contained. Medicare-for-All
would eliminate nearly all out-of-pocket expenses, ensuring that all patients can get the care they need when
they need it, improving both their health and financial welfare.

It could also realize a historic expansion in benefits by covering long-term care for everyone — a benefit
that relatively few Americans have today. According to the Congressional Budget Office (CBO), a Medicare
for All inclusive of long-term care benefits would approximately double the number of eligible Americans
recetving covered home- and community-based services.* Medicare for All would also expand coverage of
other benefits traditionally neglected by current insurance plans, such as dental coverage.

In sum, by covering the uninsured, and improving coverage for everyone else, Medicare for All could greatly
improve the health and longevity of Americans.

Realizing Universal Care Affordably

An expansion of health protection to all Americans is clearly urgent. However, healthcare reform must also
be affordable. Despite leaving so many uncovered, or with paltry and inadequate coverage, the US
healthcare system is far more costly than that of other high-income nations, a difference that has widened
since the 1970s (Figure 5).
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Figure 5: Healthcare spending in five wealthy nations, 1970-2020
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Source: OECD.Stat, Accessed March 11, 2022. There is a series break in 1975 for Canada;
in 1995, 2003, and 2006 for France; in 1992 for Germany; and in 1997 for the United
Kingdom. The 2019 Canadian estimate and the 2020 United Kingdom and Germany
estimates are reported as “provisional”. The 2020 US value is reported as an “estimated
value.” Available from: https://stats.oecd.org/#

Uniquely among healthcare reform proposals, Medicare for All would achieve the savings needed to cover
the cost of a generous coverage expansion that provides first-dollar coverage to all US residents. I review
some of the major factors affecting the price tag of Medicare for All below.

Savings on Payer-Side Administration
One key driver of high US healthcare costs is our system’s inordinately high administrative costs, an issue

appropriately recognized by the CBO and some other analysts, but inaccurately modelled by some previous
economic analyses.

In 2017, 34% of healthcare spending was devoted to administration in the US — approximately twice the
proportion spent on administration in Canada’s single-payer national health insurance system.”” Much of
this administrative expense stems from the wasteful bureaucracy inherent to private health insurance.
Compared to a public insurer like traditional Medicare, private insurers inflict numerous added costs,
including profits for shareholders, bloated executive salaries, product and benefit design, marketing, and
burdensome processes for disputing claims (needed to maximize profit). The CBO estimates that private
insurance plans take 16.0% of their premium revenues for their overhead and profit.** The National Health
Expenditure Accounts (NHEA) historical year data provides a slightly lower estimate of 12% (author’s
calculation; 2018-2020 three-year moving average). Publicly-funded plans operated by private health
insurance companies, e.g. Medicare Advantage, have overhead similar to those of other commercial health
insurance plans. An estimate from the Government Accountability Office (GAO) put overhead for
Medicare Advantage plans (inclusive of profit) at 13.6% in 2011.* Today, the share may even be higher.
Using the 2020 NHEA estimate of Medicare net private health insurance costs (i.e. overhead) of $63.4
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billion divided by 2020 estimates from the 2021 report of Medicare Trustees of $422% in Medicare Part C +
D spending gives a similar overhead of 15%. In compatison, traditional Medicare has an ovethead of
approximately 2% (author’s calculation from the 2021 Medicare Trustees report™); a similar proportion is
estimated by the CBO for overhead under Medicare for Al** Nations with national health insurance
systems, including Canada, have a similarly low insurance overhead.® In other words, reducing insurance
overhead of the overall US healthcare system to that of traditional Medicare could unlock enormous savings
— funds that can then be used to cover the costs of a generous coverage expansion for all.

And indeed, the CBO has estimated savings from such a reduction in insurance costs at over $400 billion
annually.® Some analyses have come to lower savings because they incorrectly projected that overhead of a
single-payer system would be more than three times higher than that projected by the CBO.*

Savings on Providet-Side Administration

Payer-side administrative savings are only part of the equation, however. To contend with a multitude of
different insurance plans, each with unique payment systemns and standacds, providers must also spend large
amounts of resources on administration. One study, for instance, found that at a large academic medical
center, billing costs consumed 14.5% of the professional revenue it received for a primary care visit, and
25.2% of the revenue for an ER visit.”” US hospitals hire armies of billers and coders to process claims and
maximize payments, and consequently spend 25% of their revenue on administration; these costs are
effectively bundled into the “price” of each healthcare service.™ In comparison, nations with single-payer
systems including Canada and Scotland that use hospital global budgets — or lump sums to cover all
operating expenditures — spend only about 12% of their revenue on administration.”

Other providers also accrue excessive administrative costs because of the needlessly complex US insurance
system. For instance, US physician practices spend more than $80,000 annually, per physician, to cover the
costs of interactions with insurers — almost four-fold higher than Canada.™ Yet even these figures may not
fully account for time spent by physicians i onerous documentation efforts required (or incentivized) by
our complex payment systems. A study by colleagues and 1, for instance, estimated that US physicians spent
125 million hours on documentation outside office hours in 2019 — much of it driven by insurers’ demands
regarding billing — an enormous expenditure of time and resources.” A time-motion study examining
time spent by 57 physicians found that about half of the work day was expended on the electronic health
record (EHR) and desk work.™ An analysis of EHR’s found that internal medicine doctors spent more than
3 hours daily on “desktop medicine.” In addition to consuming healthcare resources, such busywork likely
contributes to the epidemic of physician burnout, which itself imposes costs on the healthcare system.
Moreover, such analyses entirely neglect the burden, in time and resousces, imposed on patients from
bureaucratic burdens. US workers may collectively spend as much as half a billion hours a year on the
phone with health insurers annually.? Moreover, there may be health impacts on patients: about 1 in 4
noneldertly adult patient reports foregoing or delaying healthcare because of administrative burdens.”

Overall, the CBO estimates that under single-payer, provider-side administrative expenses (as a share of
total revenue) would fall from 19% to 12% for hospitals, from 15% to 9% for physician/clinical services,
and from 9% to 6% for other services.” The CBO models these savings by assuming that healthcare
providers could deliver more care within existing budgets, but these reductions are indeed clear cut savings.

2 { extrapolated this figure from: Pfeffer ], Witters D, Agrawal S, Harter 1K, Magnitude and Effects of “Sludge” in Benefits
Administration: How Health Insurance Hassles Burden Workers and Cost Employers. Academy of Management Discoveries
2020;6(3):325-40. My calculation follows authors’ assumptions: mean time per worker per week * 130.6 million full-time
workers * 50 weeks per year, downwardly adjusted for 7.2% uninsured workers. This figure excludes part time workers,
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Moreover, because the CBQ does not model global budgeting of hospitals, but instead payment through a
fee-for-service system similar to traditional Medicare, achieved savings might even be higher.

Savings on Pharmageuticals

Compared to other high-income nations, the US pays far more for the same prescription drugs. A single-
payer program, particularly if it included aggressive price control tools such as compulsory licensing or
public drug development programs, could hence achieve large savings on pharmaceuticals.” Under a “high
price” single-payer scenario, the CBO estimated only a 7% reduction in drug prices by 2030. However, their
“lower price” scenario, which envisions a 30% reduction in drug prices, is entirely realistic — as my
colleagues and T have shown" - and would also bring US drug prices closer to those of other nations.

Costs for Increased Use of Care

Covering the uninsured and providing better coverage for the insured is expected ~— and indeed, intended
— to increase the use of healthcare, which all else equal will increase healthcare spending, partially off
some of the aforementioned savings. Some previous analyses, however, have projected enormous increases
in healthcare utilization under single-payer that would actually exceed administrative savings.” Such surges
in hospitalizations, surgical procedures, and office visits, however, are improbable and likely impossible. An
analysis by colleagues and T of 13 historical universal coverage expansions in the US and other nations
found that increases in healthcare use due to those expansions have been modest and sometimes non-
existent.” A major etror in some previous analyses has been a neglect of the supply-side of the equation:
because the number of hospitals and physicians is finite, coverage expansions tend to deliver more care to
the newly insured, with small, nearly imperceptible reductions in low-value care among the well-insured.*
The CBO does model supply-side factors, although it errs in contextualizing constrained increases in use as
unmet demand rather than salubrious reductions in the large amounts of unnecessary and even harmful care
that are currently delivered.

How Would Providers Fare?

Some previous analyses have suggested that healthcare providers would fare poorly under Medicare for All
— indeed, that they might even face financial failure. Some of these same analyses have simultaneously
suggested that costs would rise under Medicare for All. These two outcomes cannot simultaneously be true:
it healthcare spending rises, so too does provider revenue. In truth, however, neither outcome is likely.

Table 1 provides a previously published estimate by colleagues and I* of changes in revenue per practicing
physician under Medicare for All that builds on CBO estimates. Under both the “low™ and “high” payment
rate scenarios envisioned by the CBO, revenues per practicing physician actually increase.

Table 1: Modeling CBO’s Low-Cost Sharing Scenario: Ramifications for Physicians

Low Payment Rates High Payment Rates
increased Total Physician and $43 billion $170 billion
other Clinical Service
revenues
Increased Revenues Per $39,816 $157,412

Practicing Physician®*

* Based on AAMC estimate of 840,000 practicing physicians in 2030, and the assumpticn that physician payments account for 77.78% of
paymenis in the “Physician and other Clinical Service™ category, as they did in 2018 according to the National Health Expenditure Accounts.
This table is reproduced in full from reference **
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Table 2 provides projections for hospitals’ clinical (i.e. non-administrative) revenue. Again, funds available
for patient care would increase, not decrease, under both the CBO's “low” and “high” payment rate
scenarios.

Table 2: Modeling CBO’s Low-Cost Sharing Scenario: Ramifications for Hospitals’ Revenues and Clinical
Operating Budgets

Low Payment Rates High Payment Rates
Change in Hospitals’ Gross -$187 billion $144 billion
Revenues
Hospital administrative spending -$178 billion -$139 billion
relative to current law {(excluding
savings on nursing time)*™
Net change in hospital clinical -89 billion $283 billion
(non-administrative) funding
excluding savings on nursing time
Hospital's Savings on RN and $59 billion $59 billion
LPN Administrative Time***
Net change in hospital clinical $50 bilfion $342 billion

{non-administrative) funding

accounting for savings on nursing

time
** Based on the CBO estimate that hospitals’ spending on administration {excluding RN and LPN time spent on administration) would be
reduced from 19% to 12% of hospital revenues.
*** Based on (1) BLS estimate of number of RNs and LPNs employed in hospitals and average RN and LPN wages in 2019; (2} the
assumption that benefit costs = 20% of wages; (3) the assumption that nursing costs would rise at the same rate as overall hospital costs; and
(4) CBO's estimate that RNs and LPNs devote 23% of time to administration and that single payer would reduce that time by 80%.
This table is reproduced in full from reference: '

Clearly, providers would not suffer under Medicare for All. And while increased funding for safety net
providers or primary care physicians may be appropriate, huge windfalls to already highly profitable
providers seems inappropriate, suggesting that, if anything, costs would likely be even lower than projected
by the CBO.

Conclusions

Medicare for All is the one healthcare reform that can accomplish the goal of expanding and improving
coverage fot everyone in the nation while simultaneously containing costs. Less comprehensive healthcare
reforms, in comparison, will cither provide less generous coverage, impose higher costs, or both. Systems
similar to Medicare for All have been implemented around the world and have led to improved population
health, better protection against the costs of illness, and lower national healthcare expenditures. Such a
reform is urgently needed and achievable in the US today.
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Good morning and thank you, Chairman Sanders, Ranking Member Graham, and members of
the committee for holding this critically important hearing today on Medicare for All. My name
is Bonnie Castillo. I am a Registered Nurse and Executive Director of National Nurses United
(NNU), the largest union and professional association of RNs in the United States. NNU
proudly represents over 175,000 members who work as bedside health care professionals.

I'm particularly pleased to be joining you all today on International Nurses Day. I can think of
nothing more fitting to commemorate International Nurses Day than by advocating for the
quick and urgent transition to a Medicare for All system that would guarantee health care to
every person in the United States.

For more than two years, nurses across this country have worked on the frontlines of the
Covid-19 pandemic. We have been caring for patients despite atrocious working conditions in
which the health and safety of nurses and their families have constantly been put at risk.
Nurses continue to bear witness every day to the ravages of this pandemic. We have seen
unfathomable levels of death, physical illness, as well as the despair and grief that comes with
severe illness and death, particularly when patients are isolated from their loved ones. And we
have worked through this pandemic far too often without the protections we need to do our
jobs safely.

In my testimony today, I will use the experiences of registered nurses from across the country
to illustrate how the current healthcare system is fundamentally unable to provide the
therapeutic quality care that our patients need and deserve. By erecting financial barriers to
care, it provides starkly disparate care to different people and communities and, for many,
provides no care at all. It is also financially inefficient and wasteful for the country as a whole.
The only way we can guarantee every person living in this country receives the healthcare they
need with a single standard of excellent care is by adopting a single-payer, Medicare for All
system.

If it was ever in doubt before, this pandemic has shown that our current profit-driven and
fragmented health insurance system does not work. It does not provide quality therapeutic care

www.NationalNursesUnited.org
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to millions of Americans, and it does not value and protect its own health care workers.
Critically, the current fragmented system of health insurance is unable to provide the
comprehensive pandemic response that we have needed for more than two years.

Why didn’ nurses and health care workers get the protections we needed in the pandemic?
Because our employers value money over our lives. More than 5,104 nurses and other health
care workers have died as a result.

Why didn’t we have the emergency stocks of critical medical supplies that we would need in a
pandemic? Because the hospital and healthcare industry has long-employed a “just-in-time”
supply and personnel model, where they plan their supply chains and staffing based on
maximizing profit, not improving and safeguarding patient care.

We have seen high death rates from Covid-19 across the country. The United States population
makes up less than five percent of the world’s total population, but U.S. Covid-19 fatalities
comprise 16 percent of total global Covid-19 fatalities. Our hospitals have been consistently
overrun with critically ill patients. There are 30 million people in this country who are
uninsured and tens of millions more who are underinsured, who therefore do not get the
medical care they need. Without consistent access to high-quality care, including preventive
and primary care, our patients are at higher risk of underlying medical conditions, which in
turn, puts them at higher risk for severe Covid-19 illness, hospitalization, and death.

We do not have the health care infrastructure we need to effectively respond to this pandemic
or prepare for future surges. This is because profit-driven hospital systems have decided where
to open and close hospitals based on how much money they can make from the patients in
those communities. As a result, rural, low-income, and Black, Indigenous, and people of color
{BIPOC) communities lack access to medical care. If our health care infrastructure had been
built to provide equitable health care to all communities, our response to the Covid-19
pandemic would have looked very different.

The problems with our health care system far predate this pandemic. For years, nurses have
witnessed the preventable tragedies that result from this profit-driven system. Nurses watch as
too many patients forgo needed medications, procedures, or care because they cannot afford
the costs. They watch as insurance corporations refuse to cover critical care that is required for
the health and well-being of patients. Insurers override the professional judgment of licensed
health care professionals, and nurses can do little about it when our patients do not get the care
that they need. Nurses watch as patients finally come to the hospital emergency room with
advanced stages of illness or disease that could have been prevented if they had access to
treatment earlier.

The system we have now is beholden to the corporate interests that determine who gets
treatment, and what treatment they get. It is deeply inefficient and unsustainable because it
prioritizes short-term financial returns rather than long-term investments in our health. This
leads to a system that is unaffordable for our country and for our patients. Many patients
cannot afford the costs of their care individually, and the country cannot afford the financial
burdens of a system with built-in inefficiencies, administrative waste, and needless
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profiteering. The Covid-19 pandemic, with nearly one million recorded fatalities in the U.S.,
has shown clearly that our society cannot afford the consequences this has on public health.
Any delay in fundamentally transforming our health care system costs money, but more
importantly, we pay with our health and with our lives.

The United States leads the world in health care spending. We spend more money per person
on health care than any other nation in the world even though millions of people do not get the
health care they need. Instead of providing health care for all people in the U.S., we waste
hundreds of billions of dollars each year on unnecessary administrative costs, huge profit
margins for corporations, and inefficiencies. Despite paying top dollar for our health care, we
get poor results. Our country ranks near the bottom among industrialized nations on many
international health indicators, including on critical barometers such as average life
expectancy, infant mortality, maternal mortality, and death from preventable diseases. High
costs and poor health outcomes persist because access to an insurance plan is not the same as
guaranteed health care for all.

The only way to solve the health care crisis in this country, is to enact a single-payer, Medicare
for All system.

By moving to a single-payer system, we would transform the profit-driven health insurance
system into a health care system that prioritizes patient care. Under the Medicare for All Act of
2022, the existing Medicare program would be improved and then expanded to cover every
person living in the United States. Medicare for All would immediately reduce inefficiencies in
the current fragmented insurance system by cutting unnecessary administrative expenses
associated with billing countless insurance providers, negotiating in-network and out-of-
network payments, and fighting against high copays, prior authorization barriers, and
unexpected expenses. Medicare for All would also remove the huge amounts of money that are
funneled into insurance industry executive pay and corporate profits instead of being spent on
our health.

Study after study has shown that a single-payer system is the only way that our country can
provide guaranteed health care to all, with comprehensive benefits, while also reducing the
amount of money we spend on health care overall. In other words, with Medicare for All, we
would get more, cover everyone, pay less, and experience better health care outcomes.
Economic analyses have shown that our country would save between two and five trillion
dollars over ten years if we implemented a single-payer Medicare for All program.

Medicare for All would save us hundreds of billions of dollars each year by eliminating the
administrative complexity and profiteering in our current system and by leveraging our
collective buying power under a single-payer to negotiate fairer prices for everyone. Through
bulk negotiations, Medicare for All would end high prescription drugs prices. Instead of
payments going towards inflated prices, administrative complexity, and health industry
profiteering, our health care dollars would be redirected to providing quality patient care.

As a registered nurse, I can envision exactly what Medicare for All would mean for patients in
this country. Whenever someone needs medical care, they would see the health care provider
of their choice without any worry about financial and insurance barriers to care — about
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insurance networks, copayments, deductibles, coinsurance, preauthorization requirements,
limits on health care spending, or surprise billing. Every patient would receive the care they
need free at the point of service.

We would no longer see patients who could not get lifesaving care because their insurance
provider denied them coverage, or because they did not have insurance to begin with. We
would no longer see huge numbers of patients who present with severe illness or disease
because they could not afford the care they needed months or years earlier. Patients would no
longer have to ration their medication.

And for those of us who are health care workers, we would be able to provide medical and
nursing care based on our professional judgment, without the interference of insurance
companies who are not licensed health care providers and whose interests are in reducing
claims to increase returns.

The Medicare for All Act would allow for tangible and practical improvements to health care
delivery for registered nurses and other health care workers at hospitals across the country.
Importantly, the bill would change the way that hospitals are paid for their services. This
payment model would fundamentally shift the profit-motives of hospital corporations and
ensure that they focus on patient care while simultaneously investing in their caregiver
workforce and protecting worker health and safety.

The Medicare for All Act would pay all institutional providers through a global budget that
would allow them to provide quality patient care for their communities. Aligning hospital
payments with costs, these global budgets would be tailored to meet and reflect the care and
access needs of the patients served by each hospital. Through the global budgeting model,
payments would more closely reflect the actual costs of providing health care to patients, and
those payments would ensure equity across health care institutions.

Through global budgeting, the Medicare for All program would also use targeted funding to
ensure that hospitals are providing for the health and safety of their patients and their health
care workforce. For example, the bill explicitly requires that hospitals have the funding
necessary for safe nurse-to-patient staffing ratios, for pandemic preparedness costs, for safe
patient handling, and for other occupational health and safety programs.

Providers would be accountable for their spending and would no longer be able to overcharge
the Medicare program. Importantly, the global budgeting model requires transparency and
allows the public to track where our health care dollars are going. We can ensure that rural
hospitals and hospitals in underserved areas always get the funding they need to stay open.
Providers must also report all relevant data associated with operational costs and justify their
spending. 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.

Importantly, the Medicare for All budget and payment system would greatly improve health
equity and would decrease the health disparities we see for rural and low-income communities
and for communities of color.
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If Medicare for All was in place before the pandemic, we would have been better prepared to
respond to Covid-19 with sufficient nurses, doctors, respiratory therapists, and other staff as
well as beds, equipment, and medical supplies. The Medicare for All national health budget
would also include “a reserve fund to respond to the costs of treating an epidemic, pandemic,
natural disaster, or other such health emergency”.

If we had a Medicare for All system, health care workers would not needlessly become infected,
hospitalized, or die because of the health care industry’s reliance on the “just-in-time” supply
model. This model, which prioritizes profits over worker health and safety, failed to get health
care workers the necessary PPE and other critical medical supplies that would have kept them
and their patients safe. Instead, the global budget payments for hospitals and skilled nursing
facilities would include funding for infectious disease response preparedness. These facilities
would be required to maintain a one-year stockpile of personal protective equipment, and to
provide occupational testing and surveillance, medical services for on-the-job infectious
disease exposure, and contact tracing.

Medicare for All would not only save money and improve the health of patients, but it would
also improve the lives and practice of our healtheare professionals — our doctors, nurses, and
other clinicians.

As registered nurses, our primary responsibility is to protect the health and wellbeing of our
patients. Our existing health care system does not allow us to do that. We cannot expect a
system that is designed to profit off illness, pain, and suffering, to work in the interests of our
patients. Medicare for All is the solution we need to ensure that every patient gets the health
care they need.

Thank you.
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Medicare for All Act of 2022:
The Nurse Staffing Crisis & the Urgent Need for Health Care Redesign

For decades, the hospital and health insurance industries have operated on a model with one
goal: maximize net revenue. These profits come at the expense of both patient care as well as worker
health and safety — a hospital is not a factory, and health care workers are not machines. Covid-19 has
exacerbated the industry-created staffing crisis, which has been decades in the making as health care
corporations have deliberately understaffed hospitals to cut costs and prioritize profits over safe
working conditions and patient care. Talk of a “nursing shortage” has become ubiquitous during the
Covid-19 pandemic. In reality, there is no shortage of nurses in the U.S., only a shortage of nurses
willing to risk their licenses or their patients’ lives by working in the unsafe conditions that have
become prevalent in today’s hospital industry.

This brief discusses the link between the intentional profit-maximizing practices of the hospital
industry and high rates of nurses leaving the bedside — or leaving the nursing profession altogether —
to protect themselves, their nursing licenses, their families, and their patients. Because hospital
employers fail to protect nurses on the job and fail to provide nurses with the staff and resources
needed for them to give safe, therapeutic care, nurses face profound levels of moral distress,
preventable workplace dangers, and job dissatisfaction. Medicare for All is a key solution to this
problem; targeted hospital payments for nurse-to-patient staffing ratios and occupational health and
safety protections would allow nurses to provide quality patient care in a safe and sustainable
environment.

A Shortage of Good Nursing Jobs, Not a Shortage of Nurses

There is no shortage of registered nurses. As of November 6, 2021, the National Council of State
Boards of Nursing reported that there are over 4.4 million RNs with active licenses,! yet according to
the U.S. Bureau of Labor Statistics, there are only 3.2 million people who are employed as RNs, with 1.8
million employed in hospitals.2 In addition, except for a handful of states, there are sufficient numbers
of registered nurses to meet the needs of the country’s patients, according to a 2017 U.S. Department of
Health and Human Services (HHS) report on the supply and demand of the nursing workforce from
2014 to 2030.3 Moreover, HHS projected that most states (43) would have surpluses in 2030.4 Rather,
there is a shortage of good permanent nursing jobs where RN are fully valued for their work at the
bedside through safe patient staffing levels, strong union protections, and safe and healthy workplaces.

Importantly, registered nursing can be a pathway to good union jobs for people from Black,
Brown, Indigenous, and other communities of color (BIPOC) and other underserved communities, but
hiring and educational policies by the hospital industry have restricted the pipeline of nurses from
socioeconomically diverse and underserved communities. Although there is no general nursing

' National Council of State Boards of Nursing. “Active RN Licenses, A Profile of Nursing Licensure in the U.S.” National Council of State
Boards of Nursing (2022) (Last updated May 20, 2022). Accessed May 10, 2022. https://www.nesbn.org/6161.htm. As the National Council of
State Boards of Nursing data excludes Michigan RNs, their number of active RN licenses reflects the number of RNs employed in Michigan
which is less than the number of RNs licensed in Michigan. National Council of State Boards of Nursing uses Michigan data from U.S. Bureau
of Labor Statistics. “May 2020 Occupational Employment and Wages.” U.S. Department of Labor (2021). Available at
https://www.bls.gov/oes/home.htm

21U.8S. Bureau of Labor Statistics. “May 2020 Occupational Employment and Wages.” U.S. Department of Labor (2021). Available at
https://www.bls.gov/oes/home.htm

3 Health Resources and Services Administration. “National and Regional Supply and Demand Projections of the Nursing Workforce:
2014-2030.” U.S. Department of Health and Human Services (2017). Accessed on May 10, 2022. https://bhw.hrsa.gov/sites /default,
files/bureau-health-workforce/data-research/nchwa-hrsa-nursing-report. pdf.

1 Ibid.




61

Bonnie Castillo, Testimony on Behalf of National Nurses United

Senate Committee on the Budget

Hearing on “Medicare for All: Protecting Health, Saving Lives, Saving Money”
May 12, 2022

Page 8 of 37

shortage, the lack of racial, ethnic, cultural, linguistic, and socioeconomic diversity within the current
nursing workforce reflects the need for increasing the numbers of and support for socioeconomically
diverse registered nurses from BIPOC communities and other underserved communities. Racial and
socioeconomic diversity within the nursing workforce is crucial for both improving our nation’s health
and achieving health equity.5

How Hospital Industry Practices Drive Nurses Away from the Bedside

To reduce labor costs and to increase profits, the hospital industry deliberately refuses to staff
our nation’s hospitals with enough nurses to care for patients safely and optimally, harming both nurses
and patients in the process. Even before Covid-19, the hospital industry had driven nurses away from
direct nursing care at the bedside by adopting policies that result in high patient caseloads and unsafe
working conditions, such as the intentional understaffing of units. Understaffing, a deliberate practice
in which hospital management does not schedule an adequate number of nurses to safely care for
patients in a hospital unit, is driven by a desire to increase hospital profits. Employers do not maintain
a robust pool of nurses from which they can increase staffing when patient loads increase, hospitals
repeatedly cancel or “call-off” nurses who are scheduled to work and are slow to fill permanent RN
positions.

Unsafe staffing levels and poor working conditions make it impossible for nurses to meet their
ethical and professional obligations as RNs to provide safe, effective, and therapeutic nursing care.
Studies have shown that adequate staffing levels through RN-to-patient ratios result in better patient
outcomes, and health and safety programs not only protect workers, but improve the health and safety
of patients as well. Further, hospital employers consistently fail to protect nurses from health and safety
dangers in the hospital including infectious diseases, workplace violence, and musculoskeletal injury.

Additionally, the hospital industry devalues RNs’ professional practice and restricts their
autonomy in myriad ways. Most notably, the industry focus on patient satisfaction scores and the
routinization that breaks holistic nursing care into discrete tasks have been particularly troublesome for
nurses. Both trends are driven by the industry goal of maximizing net revenue and restricts the
autonomy nurses have to use their knowledge and experience to care for their patients.

Employers’ disregard for and mistreatment of nurses has increased during the pandemic.
However, throughout the pandemic, there has been a jarring contradiction between the saccharine and
excessive celebration of nurses as heroes for risking their and their families’ lives and the utter
disregard of nurse safety by the hospital industry. The disposability of nurses during the pandemic can
be plainly observed as hospital employers refuse to provide necessary optimal personal protective
equipment, mandate endless shifts, refuse sick or quarantine leave and pay, refuse employees Covid-19
tests, demand nurses work even if they have been exposed to Covid-19, and discipline nurses who speak
out about unsafe conditions for workers and their patients.®

For hospital employers, the Covid-19 pandemic has become the ready excuse to waive their legal
duties as employers to protect nurses and other workers who provide essential, life-sustaining labor,
and their duty to provide optimal, therapeutic care to their patients. Registered nurses are a critical

5 National Advisory Council for Nurse Education and Practice. “Achieving Health Equity through Nursing Workforce Diversity.” U.S.
Department of Health and Human Services (2013). Accessed May 11, 2022. https://www.hrsa.gov/sites/default/files /hrsa/advisory-
committees/nursing/reports/2013-eleventhreport.pdf.

6 National Nurses United. “Deadly Shame: Redressing the Devaluation of Registered Nurse Labor Through Pandemic Equity.” National
Nurses United (Dec. 2020). Accessed May 10, 2022. https://www.nationalnursesunited.org/sites/default/files/nnu hics/document:
1220 Covidig DeadlyShame Pandemu_Egmty WhitePaper FINAL.pdf.
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public health resource. The pandemic should be a reason to provide them more, not an excuse to
provide them less.

In sum, hospital employers’ utter disregard for the lives of nurses, their patients, their families,
and their professional autonomy during the pandemic has resulted in both a physical and psychological
toll on nurses. The failure by hospital employers to staff appropriately and provide the resources needed
to provide safe, therapeutic patient care has caused nurses to experience severe moral distress and
injury (often incorrectly labeled “burnout™); mental health issues such as stress, anxiety, depression,
and post-traumatic stress disorder; and physical exhaustion. As a result, many nurses are leaving the
bedside. If hospitals protected nurses with safe working conditions and safe staffing rather than
pushing nurses to do more with less, we could keep better retain practicing nurses and bring nurses
back to the bedside.

Medicare for All Removes Profit-Driven Insurers from Health Care

The increased corporatization of health care and the continued devaluation of nursing labor can
only be addressed by removing the profit motive from health care. Under Medicare for All, we will
transform our profit-driven health insurance system into a health care system that prioritizes patient
care and, by extension, the nursing profession. Medicare for All would end the fundamental inequality
that all systems of private health insurance, as structures organized to maximize corporate profits, are
built on.

In a Medicare for All system, no patient will go without necessary and lifesaving preventive care
because they can’t afford it. Patients will never have to ration their medication. Doctors and nurses will
be able to provide care based on their best professional judgment without insurance company
interference. We must realign our health care system to meet the needs of patients rather than the aims
of the health care industry’s bottom line; doing so will improve the working conditions of nurses.
Valuing the labor and lives of nurses will increase the number of RNs who choose to remain at the
bedside and the number of people who choose to enter the profession.

The Medicare for All Act of 2022 importantly includes explicit provisions to ensure that
hospitals and other health care facilities have the funding necessary for safe nurse-to-patient staffing
ratios, for optimal staffing levels for physicians and other health care workers, for pandemic
preparedness costs, for safe patient handling, and for other occupational health and safety programs.”
In other words, Medicare for All would curtail health care employers’ ability to divert revenue from
investments in their caregiving workforce and protecting worker health and safety. Through targeted
funding, health care employers would be held accountable for both safe patient care and occupational
health and safety. Under the Act, the Office of Health Equity would also be established, which would be
responsible for both tracking barriers to health care access resulting from the lack of health care
professional staffing and recruitment and would be responsible for implementing policies to address
such staffing inequities in our health care system.8

Additionally, to end the nurse staffing crisis and to bring nurses back to the bedside, Congress
must adopt federal policies that value the vital work of direct patient care RNs and that ensure
employers meet their legal obligations to provide safe and healthy workplaces, such as safe staffing
standards, optimal workplace safety protections, fair wages, and robust union rights — including
conditioning future pandemic relief funding for the hospital industry on implementing nurse retention

611(b)(2)(D), 611{d)(x}A), 6r1(d)}(1)(G).

7 Medieare for Al Act of 2022 §8 6
2 § 615,

8 Medicare for All Act of 2022
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measures. This unprecedented crisis of the Covid-19 pandemic provides us the opportunity to fight for
the protections, pay, and dignity that nurses deserve as well as guaranteed health care for all.
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Medicare for All Act of 2022:
Covid-19, Future Pandemics & Medicare for All

As of May 11, 2022, the United States is verging on 1 million confirmed deaths from Covid-19.
The Covid-19 pandemic demonstrated just how harmful our profit-driven health care system can be for
both patients and our health care workforce. The unfathomably high death, hospitalization, and
infection rates during this pandemic were enabled and worsened by a health care system that is
fragmented by profit-seeking insurers and that denies care to millions of patients. Although many have
become numb to the impact of the Covid-19 pandemic, people continue to be infected, hospitalized,
and, in some cases, to die.

The pandemic is a tragedy of avoidable exposures and deaths caused by a lack of preparedness,
inadequate hospital capacity and supplies, and uncoordinated, uneven availability of tests, contact
tracing, vaccines, treatments, and personal protective equipment (PPE). It also deepened racial and
socioeconomic health inequities that have existed for decades, inequities that Black, Indigenous, Latinx,
and other communities of color, working class communities, and other underserved communities have
experienced for generations and continue to experience daily.

The pandemic is also a tale of utter indifference by employers, particularly health industry
employers, and our public health agencies to the health and safety of nurses, doctors, other health care
workers, and essential workers who have been risking their lives to keep everyone else safe. Nurses did
not have the protections they needed in the pandemic because our profit-driven health care system
values profit more than the lives of its workers.

But not everyone is suffering; many hospital systems and private insurers profited during the
pandemic. The hospital industry, despite raking in billions of dollars in federal relief, has continued to
knowingly place nurses, doctors, and other health care workers at risk of exposure to Covid-19 without
adequate protection. The first year of the Covid-19 pandemic, 2020, was the second most profitable
year for the hospital industry ever, with a total net income of almost $92 billion in the U.S. alone.! The
health insurance industry also continued its trend of skyrocketing profits in 2020, taking in $31 billion
in net earnings and increasing profit margins by 3.8%, which represented the highest returns in at least
decade.2

The comprehensive solution to the failures of our profit-driven health care system during the
Covid-19 pandemic is to expeditiously implement Medicare for All. The Covid-19 pandemic gave clear
reason for lawmakers to act decisively and with all due urgency to transform our fragmented system of
health insurance into a single, government-run insurance system that priorities equitable provision of
patient care under a single standard of high-quality care.

The Pandemic Exposes the Fractures in Qur Multi-Payer System of Insurance
Millions of families in the United States who were uninsured or underinsured during the past

two years of the pandemic delayed or skipped care, both Covid-19 and non-Covid-19 care, because of
costs. But foregoing treatment for Covid-19 harms everyone as the virus continues to spread, prolonging

1 See American Hospital Association. “AHA Hospital Statistics Database.” AHA Data & Insights (Updated 2022). Accessed May 9, 2022.
ttps://www.ahadata.com /aha-hospital-statistics.
2 American Hospital Association. “NAIC 2020 Hedllh Insurdm.e Industry Analysis Repurl I\dllondl Association of Insurance
Commissioners (2021). Accessed May 9, 2022. https://content.naic.. sites/default/fil line-fi -Annual-Health-Insurance-
Industry-Analysis-Report.pdf.
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the pandemic and increasing morbidity and mortality. Moreover, because families in the United States
have long struggled to afford and access high-quality health care, far too many people in the country
have chronic and underlying health conditions which have made them more susceptible to severe
Covid-19 illness, hospitalization, and death.

In 2020, during the beginning of the Covid-19 pandemic, one poll found that 68% of adults said
that out-of-pocket costs related to treatment would be a factor in their decision on whether to seek
treatment for Covid-19.3 Almost two years later in December 2021, another survey by the Kaiser Family
Foundation reported that half of adults in the United States said they delayed or skipped health care or
dental care in the past year because of costs, with larger percentages reported by Black, Latinx, or low-
income adults.4 Three in ten (29%) adults reported not taking their medicines as prescribed at some
point in the past year because of the cost, nearly half (46%) of insured adults reported difficulty
affording their out-of-pocket costs, and one in four (27%) insured adults reported difficulty affording
their deductible.

The economic squeeze of the pandemic also fell squarely on working people, particularly
working people of color, and resulted in disproportionate losses of job-based health insurance coverage.
The Commonwealth Fund estimated that about 14.6 million people lost some or all of their health
insurance coverage between February and June 2020 alone.5 They found that 7.7 million workers lost
jobs that provided employer-sponsored insurance, with an additional 6.9 million dependents covered
by these employer-sponsored plans. Moreover, the loss of employer-based coverage disproportionately
impacted families of color. For example, even accounting for pre-pandemic disparities, Black adults
were more likely to experience losses of income or job loss in the first year of the pandemic and, thus,
were more likely to be pushed through the enormous gaps of our employer-sponsored health insurance
system.

The Pandemic’s Disproportionate Impact on Black, Indigenous, People of Color (BIPOC)
and Working Families

Covid-19 has forced the United States to finally acknowledge the enduring, destructive, and
deadly economic and racial gaps in our health care system and in our society. As SARS-CoV-2 spread
across the globe, health care disparities in the United States were exacerbated by our fractured health
care system in which different health care providers, health care corporations, and public health care
programs do not coordinate with each other. Without universal publicly run health care coverage, there
was a failure of strategic planning and preparedness to respond to the pandemic in communities,
particularly BIPOC communities and other communities that faced health care disparities before the
pandemic.

Although these health and health care disparities have been evident for decades, the racial and
ethnic disparities in exposure, severe illness, and death from Covid-19 pandemic brought renewed and
widespread attention to the issue. The Centers for Disease Control and Prevention (CDC) found large

3 Collins, S. et al. “What are Americans’ views on the Coronavirus pandemlc" NBC News/Commonwealth Fund Health Care Poll.”
Commonwealth Fund (March 20, 2020). Accessed May 9, 2022. https: S S
are-americans-views-coronavirus-pandemic.

4 Kearney, A. et al. “Americans’ Challenges\mth Health Lare Costs.” Kaiser Family Foundation (Dec. 2021). Accessed May 9, 2022.
https://www.kff.org/health-costs/issue-brief/americans-c} ith-health-care-costs/.

5 Fronstin, P., Woodbury, S. “How many Americans have lost jobs with employer health coverage during the pandemic?” Commonwealth
Fund, Issue Briefs (()(.l 2020) Accessed May 9, 2022. https: //www.commonwealthfund.o ublications/issue-briefs/2020 /oct/how-many-
lost-jobs- employer—co»erage-pandemlc

6 Monte, L., Perez-Lopez, D. “Covid-19 Pandemic Hit Black Households Harder Than White Household Event When Pre-Pandemic Socio-
Ev_onomm Dlspanhes dl"erken into Auounl U.S. Census Buredu (Jul. 2021). Accessed May 9, 2022.

v/libr d nd-white-households. html.
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disparities in age-adjusted risk of infection, hospitalization, and death for American Indian and Alaska
Native (AI/AN), Black, and Latinx people compared to white people.” As shown in the chart below,
AI/IN people had the largest disparity in cases, hospitalizations, and deaths with Black and Latinx
people also having large disparities compared to white people.

Table 1. Selected Statistics Adapted from CDC Covid-19 Age-Adjusted Data (April

2022)8
Rate ratios compared to American Indian or Black or African Hi q
. . . . A ispanic or

white, non-Hispanic Alaska Native, Non- American, Non- T
persons Hispanic persons Hispanic persons P

Cases 1.6x 1.1X 1.5X
Hospitalization 3.1x 2.4x 2.3x

Death 2.1X 1.7X 1.8x

Existing disparities in health for BIPOC communities, reduced access to health care during the
pandemic, and greater occupational exposure to the virus all played key roles in the racial and ethnic
disparities in Covid-19 infections, hospitalizations, and deaths.> BIPOC communities are on average less
likely to have health insurance, less likely to see a doctor regularly, and less likely to receive preventive
care.® Many BIPOC adults were likely to be essential workers exposing themselves day in and day out
during the past year. During the pandemic, Latinx, Black, Native American, and Pacific Islander men
were the most likely male workers to have frontline occupations, and Vietnamese, Latinx, and Filipinx
women were the most likely female workers to hold frontline occupations.*

As a result of the long-standing structural racism of our health care system, BIPOC communities
were more vulnerable to the devastation of both the virus itself and the economic impact of the
pandemic.

Covid-19’s Impact on Nurses and Other Health Care Workers

The science of aerosol transmissible disease and occupational safety and health have long taught
us how to prevent exposure to airborne diseases, like Covid-19, at work but health care workers have
experienced high rates of exposure, infection, and death from Covid-19. Workplace risks of exposure,
infection, and death from Covid-19 were unnecessary and preventable. While no national government
agency tracks health care worker infections and deaths from Covid-19, as of April 19, 2022, National
Nurses United (NNU) has recorded nearly one and a half million health care worker cases and the
deaths of at least 5,104 health care workers from Covid-19, with at least 492 deaths of registered nurses

“Hosplldluahon and Death by Rdue/]:lhmuly Cenlem for Dlsedse Conlrol and Prevention (Updated Apr. 29, 2022). Accessed May 9,
rw.cde C 3 5 C E stige /hospitalization-death-by-race-ethnicity.html..

o Ibid. Note that studies have shown that racism directly worsens physical and mental health rather than only affecting health status
indirectly. See Singh M. ““Long overdue’: lawmakers declare racism a public health emergency. Cuardmn (Jun. 12, 2020). Accessed May 9,
2022. https://www.theguardian.com/society/2020/jun/12/racism-public-health-black-] brown -coronavirus.

10 Ariga, S., Hill, L., Orgera K. “Health Coverage by Race and Ethmclty, 2010~ zolg ” Kaiser Family Foundatlon (Jul 2021). Accessed May
9, 2022, https://www. kif.ora/racial-equity-and-health-polic;

1 Goldman, N. et al. “Racial and ethnic differentials in OO\’ID 19- related _]ob exposures by occupational standmg in the US.” PLoS One,
16(9): E0256085 (Sept. 2021). Accessed May 9, 2022. https: mc/articles/PMC8409606,
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from Covid-19 in the United States.'2 This is undoubtedly an undercount of health care worker
infections and deaths.

Like the impact of Covid-19 overall in the U.S., there have been racial and ethnic disparities in
the impacts of Covid-19 for health care workers of color. A recent Kaiser Health News and Guardian
report found that two-thirds of the 3,600 health care worker deaths they were able to identify were
health care workers of color.:3 When NNU looked at registered nurse (RN) deaths, we found a
disproportionate impact in the deaths of RNs of color. Nearly half of the nurses who have died of Covid-
19 were nurses of color, who represent about 24% of the RN workforce. More than 17% of registered
nurses who have died from Covid-19 were Black although Black nurses only make up 12% of nurses.
And nearly one-quarter of all registered nurses who have died from covid were of Philippine descent,
despite making up only 4% of RNs in the U.S.4

Health Care Industry “Just-in-Time” Resourcing Results in Lack of Workplace Protections

The hospital industry’s “just-in-time” supply and personnel model, which tightly manages
inventory and staffing based on short-term financial returns rather than long-term investments and
preparedness, has been disastrous during the Covid-19 pandemic.!5 Although infectious disease surges
are unpredictable, they are inevitable. Hospitals should have been better prepared, given the initial
outbreak in China in late 2019. Yet because employers prioritized profits over preparedness, RNs were
forced to choose between staying on the job and caring for their patients, who are also at risk of
infection from nurses’ lack of PPE,!6 or staying home to protect themselves and their families.

The horror stories from health care workers about the failures of their employers to protect
them and their patients were numerous throughout the pandemic. Nurses were forced to go without or
to wear PPE manufactured for a single use for days on end. Some nurses were forced to use garbage
bags when their employer ran out of surgical gowns."” Those who did have access to PPE in the
pandemic’s early stages generally had to fight for it. Although PPE was a key issue for nurses, it was far
from the only issue. Employers also failed to screen and test patients for Covid-19,'® to notify nurses of a

12 As tracked by National Nurses United using the methodology outlined in “Sins of Omission: How Government Failures to Track Covid-
19 Data Have Led to More Than 3,200 Health Care Worker Deaths and Jeopardize Public Health.” National Nurses United (Updated Mar
2021). Accessed May 9, 2022. https://www.nationalnursesunited.org/sites /default/files/nnu/documents /0321 Covidig SinsOfOmission

Data Report.pdf.
13 “Lost on the Frontline: Thousands of US healthcare workers havc died fighting CDVld 19. We count thcm and investigate why.” Kaiser
: 5 v 1

Health News / The Guardian (Apr. 2021). Accessed May 9, 2022. htt,
on-the-frontline-our-findings-to-date.

14 National Nurses United. “Sins of Omission: How Government Failures to Track Covid-19 Data Have Led to More Than 3,200 Health
Care W orker Deaths and Jeopardlze Publm Health.” Nauonal Nurses United (Updaled Mar 0021) Accessed May 9, 2022.

ort.pdf.
15 See National Nurses United. “Protecting Our Front Line: Ending the Shortage of Good Nulsmg Jobs and the Industry -Created Staffing
Crisis.” National Nurses United (Dec. 2021). Accessed May 9, 2022. https al; ed. s /default/fil:
documenls 1121 StaffingCrisis Pmleu\nUOurFronlee Report FINAL df.

5: su;

e Jewett, C. “Patients Went into the Hospnal for Care. Aﬁer Testmg Positive There for Cowd Some Never Came Out.” Kaiser Health
News (Nov. 4, 2021). Accessed May 9, 2022. https://khn.org/news /article/hospital-acquired-covid-nosocomial-cases-data-analysis /.

17 See, e.g., Sanchez, T. “Coronavirus: Nurses are Wearing Trash Bags at One Bay Area Hospital Facing a Protective Equipment Shortage.”
San Francisco Chronicle (Apr. 2, 2020). Accessed May 9, 2022. https://www.sfchronicle.com /bayarea/article/Coronavirus-Nurses-are-
wearing-trash-bagsat-one-15172777.php.

18 Jewett, C. “Patients Went into the Hospital for Care. After Testing Positive There for Covid, Some Never Came Out.” Kaiser Health
News (Nov. 4, 2021). Accessed May 9, 2022. https: //khn.org/news /article/hospital-acquired-covid-nosocomial-cases-data-analysis /.
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Covid-19 exposure," and to provide testing and sick leave while awaiting test results. This is not an
exhaustive list of their failings.

As of April 2022, National Nurses United has conducted seven surveys of RNs over the course of
the pandemic. We have continuously found that hospital employers fail to prepare for Covid-19 surges
and fail to invest the resources necessary to protect nurses and other health care workers from the
significant risk of Covid-19.2° Even two years into the pandemic, National Nurses United’s latest survey
of RNs, published in April 2022, found that health care employers are still not protecting RNs on the
job from Covid-19. Our survey found:

e Only 71.8 percent of hospital RNs reported wearing a respirator for every Covid-positive patient
encounter.

e 62 percent of hospital RNs reported having to reuse single-use PPE.

o Only 32 percent of hospital RNs reported that their employer has sufficient PPE stock to protect
staff from a rapid Covid surge.

e Less than a quarter (24 percent) of hospital RNs reported that their employer notifies them of
Covid-19 exposures in a timely manner.

e 17.8 percent of RNs report that access to testing has declined since the beginning of the
pandemic.

e Only 24 percent of hospital RNs reported that their employer has an overflow plan to place
additional, trained staff to safely care for Covid patients in isolation.

Intentional Understaffing and Lack of Resources Leads to Moral Injury, Moral Distress, and
Emotional Exhaustion for RNs and Other Health Care Workers

With the onset of the pandemic, the hospital industry compounded the issues discussed above
by its flagrant refusal to protect nurses from exposure and infection from Covid-19, treating RNs as
disposable. Nurses caring for Covid patients experience both high rates of infections and deaths and
high rates of acute stress, anxiety, depression, and post-traumatic stress as well as moral distress and
moral injury, causing them to leave the bedside at high rates. NNU describes in more detail nurse
experiences on the pandemic’s front lines, the failures of health care employers to protect nurses and
our patients, and the impact on nurses in our report, “Deadly Shame: Redressing the Devaluation of

19 Gold, J., Hawryluk, M. “Hospital Workers Complain of Minimal Disclosure After COVID Exposures.” Kaiser Health News | The
Guardian (Mav 13, 2020). Accessed May 9, 2022. https://khn. vs/hospital-workers-complain-of-minimal-disclosure-after-covid-
exposures/.

20 See, e.g., National Nurses United. “New survey of nurses provides frontline proof of widespread employer, government disregard for
nurse and patient safety, mainly through lack of optimal PPE.” National Nurses United (May 2020). Accessed May 9, 2022.
https://www.nationalnursesunited.org/press/new-survey-results.

National Nurses United. “National nurse survey exposes hospitals’ knowmg failure to prepare for a Covid- 19 surgc durmg ﬂu season.”
National Nurses United (Nov. 2020). Accessed May 9, 2022.
hospitals-knowing-failure-prepare-covid-19-surge.

National Nurses United. “National nurse survey reveals that health care employers need to do more to comply with OSHA emergency
temporary standard.” National Nurses United (Sept. 2021). Accessed May 9, 2022. https: //www.nationalnursesunited.org/press/national-
nurse-survey-reveals-health-care-employers-need-to-do-more-to-protect-workers.

21 National Nurses United. “National nurse survey reveals significant increases in unsafe staffing, workpldue violence, dnd mordl dlalress
National Nurses United (Apr. 2022). Accessed May 9, 2022. https://www.nationalnursesunited.org/pres: als-i i

staffing-workplace-violence-moral-distress.
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Registered Nurse Labor Through Pandemic Equity.”22

During the pandemic, nurses have experienced high levels of distress due to fears of contracting
Covid-19 or infecting their family members. Nurses have also experienced moral distress because crisis
standards of care implemented by their employers prevent them from providing optimal patient care.
For example, throughout the pandemic, employer policies of PPE rationing have led to care rationing,
forcing nurses to provide care in unsafe practice conditions in conflict with their professional
obligations to provide safe, therapeutic care to their patients.

Key findings from NNU’s most recent survey of RNs demonstrate how the impact of the
pandemic and employers’ failures to protect nurses are long-lasting beyond the physical toll of Covid-19
infection, hospitalization, and death. From NNU’s February and March 2022 survey results, RNs
reported the following:

e 66.8 percent of hospital RNs fear they will contract Covid-19.

o Nearly three-quarters (74.6 percent) are afraid they will infect a family member.

e Nearly 60 percent (58.4 percent) are having more difficulty sleeping.

e 83.5 percent feel stressed more often than before the pandemic.

e 77.2 percent feel anxious more often than they did before the pandemic.

e 68.7 percent feel sad or depressed more often than they did before the pandemic.

e More than half (56 percent) feel traumatized by their experiences caring for patients.

e 23 percent sought treatment for a mental health condition related to caring for patients during
the pandemic.23

Medicare for All is the Solution to Pandemic Readiness and the Future of Public Health

The Covid-19 pandemic provided a clear reason for Congress to act decisively and expediently to
end our fragmented system of profit-driven health insurance and implement Medicare for All. With
Medicare for All, hospitals and our health care system would have been better prepared to respond to
Covid-19 with adequate beds, equipment, and staffing levels needed to respond to the pandemic, and
our health care system would have been better coordinated to respond to outbreaks more effectively
and to stop them from happening in the first place. As a coordinator of pandemic response, the
Medicare for All program also could have been the centralized purchaser of PPE and other supplies
rather than having hospitals, counties, and states bid against each other for supplies, driving up costs.

Importantly, Medicare for All would address underlying disparities in health and health access,
which greatly contributed to the disparate racial, ethnic, and other impacts of the pandemic. By
ensuring health care funding and resources are equitably distributed across the country, historically
underfunded safety-net providers would be fully resourced in every community, ultimately reducing
and managing chronic conditions that left people more susceptible to Covid-19.

22 National Nurses United. “Deadly Shame: Redressing the Deva]uauon of Registered Nurse Labor Through Pandemic Equity.” National
Nurses United (Dec. 2020). Accessed May 9, 20

. hitps://www.natio nited.org/sites/default/files/nnu/graphics/do
1220 Covidig DeadlyShame PandemicEquity WhitePaper FINAL.pdf.

23 National Nurses United. “National nurse survey reveals significant i increases in unsafe staffing, \mrkplace vmlence and moral chslress
National Nurses United (Apr. 2022). Accessed May 9, 2022. ht d.
staffing-workplace-violence-moral-distress.
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The Medicare for Al Act of 2022 also includes several provisions that are relevant to pandemic
readiness and infectious disease response.

Pandemic Preparedness Funding in National Health Budget

The bill requires the Secretary of Health and Human Services to “establish and maintain a
reserve fund to respond to the costs of treating an epidemic, pandemic, natural disaster, or other such
health emergency” within the national health budget.2+ With Medicare for All, the country would also
have more equitably addressed the pandemic and avoided the disproportionate deaths and infections in
Native American, Black, and Latinx communities because health care would be accessible to all without
financial barriers to care.

PPE Stockpile and Pandemic Preparedness Funding in Hospital Global Budgets

With Medicare for All, our hospitals and health care facilities would have been better prepared
to respond to Covid-19 with sufficient nurses, doctors, respiratory therapists, and other staff as well as
beds, equipment, and medical supplies. Global budget payments to hospitals and other institutional
providers include several provisions related to pandemic preparedness, including funding for “[closts
for infectious disease response preparedness, including maintenance of a 1-year [...] stockpile of
personal protective equipment, occupational testing and surveillance, medical services for occupational
infectious disease exposure, and contact tracing.”

Under Medicare for All, hospitals and other health care facilities would have had reliable
funding for supplies and equipment needed to respond to the pandemic. Nurses and other health care
workers would not have unnecessarily become infected, been hospitalized, and died from Covid-19
because health care employers failed to provide necessary PPE and other precautions that would have
kept them and their patients safe.

Funding for Emergent or Unexpected Infectious Disease Outbreaks

Finally, under Medicare for All, we could have more effectively targeted funding for emergent
Covid-19 outbreaks and inequities in pandemic response. The bill includes funding for hospitals in the
global budgets provision for costs related to infectious disease outbreaks.26 The bill also allows hospitals
and other health care facilities to request interim funding and additional funding in upcoming budgets,
ensuring the Medicare for All program can effectively and quickly direct emergency funds to hospitals
based on need due to in community outbreaks.

24 Medicare for All of 2
25 Medicare for All of 20
26 Medicare for All of 2

2 § 6o1(a)(5).
Gu{d) (DY
2 & 611{a)(4)(A)i) and Sec. 611(b)2)G).
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Medicare for All Act of 2022: Program Design

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.?

Regional Administration. The Secretary would establish regional offices and appoint regional
directors as well as deputy directors to represent Native American 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.28

Four-year eligibility phase-in. The Program has a four-year transition period. In the first year,
persons under the age of 19 and over the age of 55 would be eligible for Medicare. In the second
year, persons over the age of 45 would be eligible for Medicare, and in the third year, persons over
the age of 35. In the fourth year, all people living in the United States would be eligible for full
benefits under the Medicare for All Program.2®

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

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 and preventive care; hospital
and outpatient services; prescription drugs; dental; vision; audiology; women’s reproductive health
services; maternity and newborn care; long-term services and supports, including home and
community based services and supports; pediatrics, including early and periodic screening,
diagnostic, and treatment services; prescription drugs; mental health and substance abuse
treatment; laboratory and diagnostic services; emergency services; and more.s?

8§ 106, 1002.
30 Medicare for & 2 § 105.

2 Medicare for All Act of 2 § 201, 204.
32 Medicare for Al Act of 2022 §§ 201, 204.
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The plan prohibits cost sharing for all covered benefits. No premiums, deductibles, coinsurance,
copayments, or balance billing are allowed except for high- and middle-income families some cost-
sharing for prescription drugs may be permitted but capped at $200 per year.33

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 coverage, private health insurance is expected to have only a
small role (e.g., non-medically necessary care or for international tourists).3+

After the four-year transition period, all those receiving health care coverage through Medicare,
Medicaid, the State Children’s Health Insurance Program, or health marketplaces 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.ss

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.s¢

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.s7

Private contracting limitations. Participating providers are prohibited from entering into
private contracts for covered services with individuals eligible for Program benefits. Any provider
that furnishes covered services through a private contract will be ineligible to participate in the
Program for one year. 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.»®

Prohibitions on discrimination. 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.s?

8§ 901, 902,
§ 301,
302,
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» Prohibition on balance billing. Participating providers are prohibited from balance billing or
otherwise charging a Program enrollee for any covered benefit.so

» 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.#

3 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.42

» 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 established for federal contractors under the Bipartisan Budget Act of 2013.43

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

» 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, 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.+ The
global operating budget would be based on:

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

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

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.

Providers would be able to request at any time interim adjustments of their global budget allocation
if the provider incurs unanticipated costs or costs out of their control, including natural disasters,
outbreaks of epidemics or infectious diseases; unexpected facility or equipment repairs or

4 Medicare for All Act of 2022 § 202(b), 301(b).
# Medicare for All Act of 2022 §§ 301(b), 401(b)(1).
dicare for All Act of 2o22 § 411.
Medicare for All Act of zoz2 § 611(b)4).
+ Medicare for All Act of 2o22 §§ 611-615.
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purchases; significant and unexpected increases in pharmaceutical or medical device prices; and
unanticipated increases in complex or high-cost patients or care needs. Interim adjustments to
provider global budgets would also be made for any reasonable increases in labor costs, including
changes in collective bargaining agreements, prevailing wages, or local law.

» Individual Providers & Group Practices.+

Fee Schedule. Individual providers, including those in medical group practices, would be paid
on a fee-for-service basis using a national fee schedule established by the Secretary. The fee
schedule would consider the prevailing rates under 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

» Addressing Health Inequities and Disparities.46

Office of Health Equity. The Office of Health Equity would be established within the
Department of Health and Human Services to improve services in medically underserved areas
and to address health disparities based on race, ethnicity, geography, Tribal affiliation, national
origin, primary language use, English proficiency status, immigration status, length of stay in
the U.S., age, disability, sex (including gender identity and sexual orientation), incarceration,
homelessness, or other socioeconomic status.

The Director of the Office of Health Equity would develop, coordinate, and promote policies to
enhance health equity, including ensuring adequate public funding to address health disparities
at the local and State levels and recommending training on cultural competency, increases in the
diversity of the health care workforce, and programs to ensure sufficient levels of health care
professionals and facilities to address health disparities.

Office of Primary Care. The Office of Primary Care would be established within the Office of
Health Equity to increase access to high-quality primary health care, particularly in medically
underserved areas and for underserved populations, and to address health disparities with
respect to race, ethnicity, national origin, primary language use, English proficiency status,
length of stay in the U.S,, age, disability, sex (including gender identity and sexual orientation),
incarceration, homelessness, or other socioeconomic status.

The Director of the Office of Primary Care would develop, coordinate, and promote policies on
health professional education and training to address primary care health disparities; to
increase primary health care practitioners, registered nurses, mid-level practitioners, and
dentists; to recommend programs targeted towards Federally Qualified Health Centers, rural
health centers, community health centers, and other community-based organizations; and on
other programs to address primary care health inequities.

43 Medicare for All Act of 2022 §§ 611-615.

46 Medicare for All Act of 2

8§ O15-016.
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How would the single-payer system purchase prescription drugs?

The Secretary would negotiate prices for prescription drugs and establish a formulary system that
encourages the use of generic medications to the greatest extent possible.+7

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

Studies have shown that Medicare for All would not only contain costs but would also save the
country up to $5.1 trillion over 10 years.+8 Conservative estimates by the Mercatus Center found that
the U.S. would save more than $2 trillion over a ten-year period under Medicare for All.4
Specifically, the Medicare for All Act of 2022 contains costs and produces savings primarily by
reducing administrative costs, negotiating prescription drug and medical device prices, and
controlling provider payments.

Y

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 2017.5° Implementing a single-payer system with a single, comprehensive benefits plan
would create uniformity in claims and billing processing. Insurer costs — such as costs associated
with care denial and containment, marketing, profit, and executive compensation — would be
eliminated. Health care providers would no longer need large billing departments nor have to spend
time to manage numerous 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.

Y

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 reimbursement rates reduceds* while others who are currently undervalued, such as primary
care and mental health care professionals, would see their rates increased.

o Institutional providers — Massive consolidation among private hospitals and other
institutional providers, as well as the acquisition of physician practices, have enabled some
health systems to charge exorbitant prices, while hospitals in rural and underserved areas close
and funding for public hospitals dwindles. Under the Program, large conglomerate health
systems would see their bargaining power and their ability to extract exorbitant reimbursement
rates diminished, while safety-net hospitals would see reimbursement rates increase and
funding stabilize.

e 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

47 Medicare for All Act of 2022 § 614.

48 Pollin, R. et al. “Economic Analysis of Medicare for All.” Political Economy Research Institute, University of Massachusetts Amherst
(Nov. 2018). Accessed May 9, 2022. https: .peri ication/i i i i

40 Blahous, C. “The Costs of a National Single-Payer Healthcare System.” Mercatus Working Paper. Mercatus Center, George Mason
University: Arlington, VA (Jul. 2018). Accessed May 9, 2022. https://www.mercatus.org/system/files /blahous-costs-medicare-mercatus-
working-paper-vi_1.pdf.

50 Woolhandler, S., Himmelstein, D. “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 May 9, 2022. https: //www.cms.gov/research-statistics-data-and-
systems /statistics-trends-and-reports /national healthexpenddata/nationalhealthaccountshistorical. html.

5 As discussed above, reductions in reimbursement rates for the currently high-valued providers that may see decreases in rates would be
offset by significant administrative and time savings for the provider.
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procedure-based services that specialists tend to provides2 by establishing a review process of
the relative values of physician services to review quality, cost effectiveness, and fair
reimbursement of services and items delivered by physicians.53

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 marketplaces —
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. Although the bill does not specify how the balance of
the national expenditures would be financed, 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 2017.5+

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

4.
5 Medieare for All. Act of 2022 §8 612-613.
54 Medicare for All Act of 2022 § o1,
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Medicare for All Act of 2022:
Ensuring Access to Care

The Medicare for All Act of 2022, which would establish the Medicare for All Program (Program)
includes key design features to eliminate barriers to care that occur in our current health system and to
ensure that new barriers to care are not created.

Ending Wait Times and Rationing Due to Unaffordability.

» Wait times and rationing occur today under our system of private insurance. Health insurers create
financial and administrative barriers to care, including cost-sharing, deductibles, prior authorization,
and step therapy, to limit the financial risk to corporate returns. As a result, people delay seeking
medical care or filling a prescription because they cannot afford it. Even those who have insurance
delay care because they cannot afford the copayments, coinsurance, or deductibles.

» Because financial barriers imposed by premiums, deductibles, and cost-sharing would be eliminated
under the Medicare for All Program, delays in care because of affordability, which are common in
our current private insurance system and public programs, would no longer occur.

Emphasizing Primary Care and Prevention to Reduce Demand for Emergency or
Specialist Care.

» Medicare for All emphasizes primary care and prevention rather than waiting to treat illnesses that
must be addressed by a specialist or require hospitalization. With increased access to and use of
primary and preventive care, people will be more likely to seek care before their health conditions
become severe enough to require the high-cost acute, emergency, or specialty care that currently
represents half of the country’s health care spending.*

» The bill would establish an Office of Primary Care that would focus on increasing the supply of
primary care providers - for example, by paying for these providers’ medical education — as well as
evaluating payments to physicians, including primary care physicians. Doctors would be more likely
to enter into primary or family care practices if they were not saddled with massive debt for their
education and the gap between primary and specialty care reimbursement narrowed.

Creating Reliable Sources of Funding for Hospitals and Strengthening Our Safety-Net
Health Care Institutions.

-

» The Medicare for All Act of 2022’s reimbursement and budget structures are designed to create
reliable funding streams for hospitals and other institutional providers. Reimbursing hospitals
through global budgeting aligns hospital payments with actual costs. Programming under the Office
of Primary Care and Office of Health Equity would be targeted to increase staffing and to improve
facility capacity in medically underserved and high social vulnerability index areas.

> Medicare for All would ensure that safety-net health care institutions would be sufficiently funded.
Through transparent reimbursement negotiations, the Program would ensure that variations in
provider prices are no longer exacerbating health and health care inequality. The Program’s global
budgeting and reimbursement structure is designed to create reliable and stable funding streams for
hospitals and other institutional providers. The Office of Primary Care and Office of Health Equity
would establish programs to ensure that safety-net hospitals and other providers in rural and urban
underserved areas have sufficient resources and staffing to meet demand in their areas.

1 8ee Agency for Healtheare Research and Quality. “Medical Expenditure Panel Survey, Total expenditures in millions by condition,
United States, 2015.” (LS. Department of Health and Huran Services (2015).
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¥ Inthe long-term, Medicare for All will more fairly and effectively distribute care across the system,
funding and directing health care resources where they are needed most and where health
inequities have been identified. The Program could use Office of Primary Care and Office of Health
Equity funds to increase staffing and expand provider capacity in rural or underserved areas.
Through global budgeting reviews and adjustments, regional directors can increase funding for
hospitals with increases in patient care populations or that need resources to respond to new or
emerging public health conditions.

Attracting Provider Participation by Capturing Demand in a Single Patient Pool Under
Medicare for All.

» Medicare for All strongly encourages providers to participate in Medicare for All by capturing
everyone in the pool of patients and by prohibiting private plans with duplicate coverage. In other
words, the Program is designed to capture all health care demand (through comprehensive benefits
and no cost-sharing). Operating as a nonparticipating provider would not be a suitable option for the
vast majority of providers.

Prohibitions on Private Contracting to Prevent Tiered Access to Care.

> As the Congressional Budget Office noted in its 2019 report on single-payer health system design,
wait times may resuilt if a single-payer system allows providers to provide private care or
simultaneously see patients with substitutive private plans alongside public plan patients.2 By
limiting both substitutive private plans and private contracting, the Medicare for All Act of 2022
avoids these issues and stops providers from offering two tiers of services where individuals can pay
to jump the queue ahead of Medicare for All enrollees.

» Medicare for All also prevents providers from creating tiered waiting lines for care by placing strict
limits on when a participating provider can see non-Medicare for All patients and by prohibiting
participating providers from entering into private contracts for covered services. If a provider
furnishes covered services through a private contract, they will be ineligible to participate in the
Medicare for All Program for one year.

Increasing Access to Health Care Professionals.

» The Medicare for All Program directs resources into educating new health care professionals to
enter into the system by including in the national budget a component for health professional
education expenditures to cover costs associated with clinical education of new health care
professionals.

> Under Medicare for All, precious time that doctor, nurses, and other health care providers currently
spend on billing, coding, and interacting with health plans would be freed up, allowing providers to
do more of what they do best — care for patients. Medicare for All would simplify the administrative
process for doctors and other providers by having one payer.

= Congressional Budget Office. “Key Design Components and Considerations for Establishing a Single-Pager Health Care System.” CBO
Publications (May 2019), pp. 13, 23.
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Medicare for All Act of 2022:
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, including disparities related to race,
ethnicity, income, gender, and location. The Medicare for All Act of 2022 addresses key contributing
factors to health and health care disparities, including health care coverage, access to health care
providers and facilities, linguistically and culturally competent care, and quality of care.2

The Medicare for All Act of 2022 would begin addressing health and health care disparities by
providing universal health care coverage and improving health care access. Unlike our current market-
driven system, the Medicare for All Act would ensure access to high quality, therapeutic health care for
all individuals in every community in the United States, including rural and urban areas that are
currently medically underserved. The Medicare for All Act provides comprehensive health care benefits
to all without regard to the ability to pay and without premiums, deductibles, copayments, or other out-
of-pocket costs.s This would remove the financial and administrative barriers to care created by private
insurers seeking to extract profit at the cost of our health.

Currently, many Black, Indigenous, and people of color (BIPOC) and low-income communities
face outdated and overcrowded hospitals and clinics, hospital closures, and staffing crises for nurses,
doctors, psychologists, and other health care professionals. The Medicare for All Act of 2022 would
ensure that our safety-net and critical access hospitals, both rural and urban, are sufficiently resourced
and staffed so that all communities are able to promote good health and provide therapeutic care for
everyone. Moreover, the Medicare for All Act contains provisions, discussed below, to ensure diversity
among health care professionals and improve cultural and linguistic competency across the health care
workforce.

The sections below lay out the various provisions in the Medicare for All Act of 2022 that
address health and health care disparities.

Non-Discrimination in Health Care Services

The Medicare for All Act of 2022 includes robust protections against discrimination by
providers and non-discrimination in the provision of benefits, including prohibitions on discrimination
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[.]”+

1 Organization for Economic Cooperation and Development. “Health at a Glance 2021.” (2021). Accessed May 9, 2022. https://www.oecd-
ilibrary.org/social-issues-migration-health/health-at-a-glance-2021 ae3016bo-en.

2 Ndugga, N., Artiga, S. “Disparities in Health and Health Care: 5 Key Questlons and Answers.” Kaiser Family foundation (May 11, 2021).
Accessed May 9, 2022. https://www.kff.org/racial-equit; C; ief/disparities-in-health-and-health-care-5-key-question-
and-answers/.

2 There is one exception that allows minimal cost-sharing. The Health and Human Services Secretary may impose copayments for non-
preventive prescription medications totaling a maximum of $200 annually for individuals with a household income above 200 percent of the
poverty line.

4 Medicare for All Act of 2022 § 104.
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Establishment of the Office of Health Equity

Section 615 would create the Office of Health Equity which would oversees monitoring, tracking,
and availability of data regarding:

the disproportionate burden of disease and death among people of color, 5
barriers to health,

barriers to health care access,

disparities in quality of care received, and

disparities in utilization of care.

o 0 s

As the Office of Health Equity would “ensure coordination and collaboration across the programs and
activities of the Department of Health and Human Services with respect to ensuring health equity[,}” all
of these issues can be addressed by the Medicare for All program as well as other health and social
service programs within the Department of Health and Human Services (HHS).®

The Office of Health Equity would use the data it collects to establish policies to improve health
equity. These policies include ensuring that there are sufficient health care providers and facilities,
increasing cultural competency and diversity in the health care workforce, and providing the health care
workforce training on implicit bias and ethics. Importantly, the Office of Health Equity would ensure
that states and localities have sufficient public health funding to address health disparities.

The Medicare for All Act of 2022 would also establish an Office of Primary Health within the
Office of Health Equity to focus on increasing “access to high-quality primary health care, particularly
in underserved areas and for underserved populations™ as a critical step to addressing health
disparities. To meet these goals, the Director of the Office of Primary Health would work with the HHS
Secretary to develop policies regarding health professional education to increase the number of primary
health care providers and to increase resources for health centers in underserved rural and urban areas.

National Health Budget and Funding Provisions

The Medicare for All Act provides a national health budget and funding provisions that would
effectuate the policies and goals established by the Office of Health Equity.®

General Principles

» Allocated regionally, the national health budget includes funding for quality assessment; operating
expenses; public health and prevention activities; health professional education; and capital
expenses suich as renovating facilities or building new ones or purchasing major equipment. Health
and health care disparities would be considered in funding each of these components.

» Funding would be provided based on regional needs as determined by data and other information

3 Section 615 of the Medicare for All Act of 2022 requires that data be disaggregated by race, major ethnic group, Tribal affiliation,
national origin, primary language use, English proficiency status, immigration status, length of stay in the United States age, disability, sex
(including gender identity and sexual orientation}, incarceration, homelessness, geography, and socioeconomic status. The data also allows
granular analysis across multiple identities categories to differentiate, for example, among various racial, ethnic, and Tribal groups broken
down by sex or sexual orientation. Additionally, the hill provides public access to the data, strong privacy protections.

& Medicave for All Act of 201 515,

7 Medicare for All Act of 2: 16. Additional information on underserved areas and populations is discussed below.

# See Medicare for Al of 2022 §§ 401, 502, 6o1.
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provided by the Office of Health Equity® and state-based health care needs assessment reports
created “in consultation with public health officials, clinicians, patients, and patient advocates[.]"*®
Funding allocation also would be based on “[d]ifferences in the health status of the populations of
the different States, including income and racial characteristics, and other population health
inequities[.]"

A4

Funding would address ways to improve service to medically underserved areas and populations.
Medically underserved areas are geographically defined areas (both rural and urban) with a
shortage of primary care services. Medically underserved populations are sub-groups of people
living within a geographic area that face cultural or linguistic barriers. Examples of a medically
underserved population include people who are unhoused, low-income, Medicaid-eligible, Native
American, or migrant farm workers.'2 Medically underserved areas and populations are based on
their scores on the Index of Medical Underservice which is calculated based on four criteria: the
ratio of providers to the population, the 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.'s

Funding for Institutional Providers’ Operating Expenses

» The Medicare for All Act of 2022 pays institutional health care providers such as hospitals and
affiliated outpatient facilities, skilled nursing facilities, and dialysis centers through global operating
budgets that are paid quarterly in a lump sum to cover employee wages and benefits, medical
supplies, overhead, and health professional education but would exclude capital expenses such as
renovating facilities or building new ones as well as purchasing major equipment.

» The Medicare for All bill prioritizes addressing health care disparities through the provider payment
process. As one factor in determining the global budget payment, the Medicare for All Act includes
“whether the provider is located in a high social vulnerability index community, zip code, op census
track, or is a minority-service provider[.]”+ It explicitly allows for adjustments to the lump-sum
payments for “efforts to decrease health care disparities in rural or medically underserved areas™s
(defined above). Payments for medically underserved areas or areas with high social vulnerability
could include increased funding to hire more staff; pay compensation differentials to attract and
retain health care professionals; extend operating hours; improve patient care, education, and
prevention programs; or purchase additional medical supplies.

Funding of Provider Capital Expenses

» Funding for capital expenses to purchase, lease, build, or renovate health care facilities or major
equipment would be provided based on regional needs as determined by data provided by the Office

o In addition to the data collection requirements under Section 615, Sections 401 and 502 contain 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.

10 Medicare for All Act of 2022 § 403(c)(1).

1 Medicare for All Act of 2022 § 401(b)(2)(I).

12 Health Resources and Services Administration. “Medically Underserved Areas and Populations (MUA/Ps).” U.S. Department of Health
& Human Services (Last reviewed February 2021). Accessed May 9, 2022. https://bhw.hrsa.gov/shortage-designation/muap.

13 Health Resources and Services Administration. “Scoring Shortage Designations.” U.S. Department of Health & Human Services (Last
reviewed December 2020). Accessed May 9, 2022. https://bhw.hrsa.gov/workforce-shortage-areas/shortage-designation/scoring.

14 Medicare for All Act of 2022 § 611(b)(2)(H). The CDC’s social vulnerability index includes four themes: socioeconomic status,
race/ethnicity/language, household composition, and housing/transportation. For more information, see: Centers for Disease Control and
Prevention. “What is the CDC/ATSDR Social Vulnerability Index?” U.S. Department of Health & Human Services. (Last reviewed August 30,
2021). Accessed May 9, 2022. https://www.atsdr.cdc.gov/placeandhealth/svi/fact sheet/fact sheet.html.

15 Medicare for All Act of 2022 § 611(b)(2)(G)(ii).
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of Health Equity'® and state-based health care needs assessment reports created “in consultation
with public health officials, clinicians, patients, and patient advocates[.]™7

Publicly-funded facilities — such as safety net hospitals and clinics — have been seriously
underfunded leaving many BIPOC, low-income, and rural communities with overcrowded facilities
or no facilities at all. Under the Medicare for All Act, funding for capital expenses would 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.

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 where people have more generous health plans and low numbers of uninsured
people.

Funding for Health Professional Education

The bill requires the HHS Secretary to allocate the budget in a way that “ensures that the health
professional education expenditure component is sufficient to provide for the amount of health
professional education expenditures sufficient to meet the need for covered health care services.”

Funding could be used to provide scholarships for health professionals, loan repayment in exchange
for practicing in medically underserved areas or in areas with underserved populations or a
shortage of health care professionals, and other programs.

% {n addition to the data collection requirements under Section 615, Sections 401 and 502 contain detailed reporting requirements on

health and health cave disparities based on race, ethnicity, gender, geography, and socioeconomic status so that funding can be directed where
needed.

7 Medicare for All Act of 2022 § 403(c)(1).
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Medicare for All Act of 2022:
Global Budgets & Other Provider Reimbursements

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, coding, and dealing with health plans
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
for health care, the Medicare for All Program 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.

Health Care Dellars 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 Medicare
for All Act of 2022 does so through limits on executive pay and checks on incentives for both
underutilization and overutilization. Importantly, provider reimbursements are structured to
address health care disparities and to ensure that reimbursements go towards the provision of care.

Negotiated Annually. Each global budget 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 enrollees. Major factors 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 would be funded separately.

Interim Adjustments. At any time, an institutional provider can request adjustment to their
global budget to account for unanticipated increases in costs, including natural disasters, emergent
epidemic conditions or infectious disease outbreaks, unanticipated facility or equipment repairs,
unanticipated increases in pharmaceutical or equipment prices, reasonable increases in labor costs,
such as changes to collective bargaining agreements, changes in law, or other emergent conditions.

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 patients need — providers would be accountable for
their spending and would no longer be able to overcharge.

® Dredge, R. Hospital Global Budgeting. World Bank Health Nutrition and Population Discussion Paper. World Bank (2004), pp. 37-38.
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Simplification of Hospital Reimbursements. By eliminating the billing process, global
budgets result in administrative simplicity and associated savings for hospitals and other
institutional providers. 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.®9 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 the public to track where our
health care dollars are going and to 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.

Funding Certainty for Hospitals Serving Vulnerable Communities. Global budgets can be
a blessing to hospitals that serve rural or underserved communities and 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.

International Use of Hospital Global Budgeting. Many countries with publicly-funded health
care — Canada, Scotland, Wales, New Zealand, Australia, Denmark, Sweden, Switzerland, Norway,
Iceland, Ireland, and Singapore — use global budgets as key components of their hospital payment
methodologies.20

Payment Options for Doctors & Medical Group Practices

There are two payment options for doctors and doctor groups under the Medicare for All Act of 2022 —
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
provider’s global budgeting process.

9 Jd. at pp.18, 37-38.
20 See Mossialos, E., Tikkanen, R. et al. (Eds.). “International Profiles of Health Care Systems, 2020.” The Commonwealth Fund (Dec.
fil

2020). Accessed May 10, 2022. https://www.commonwealthfund.org/sites/default/files/2020-12/International Profiles of Health
Care Systems Dec2020.pdf ; Wolfe, P., Moran, D. “Global Budgeting in OECD Countries.” Health Care Fin. Rev. (1993) Vol 14:3.
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Medicare for All Act of 2022:
Cost & Savings Analyses

The tables below summarize the findings from three major cost and savings analyses of national
implementation of Medicare for All. The first study was conducted by the Congressional Budget Office
(CBO).! The second study was conducted by Charles Blahous with the Mercatus Center of George Mason
University.2 The third study was conducted by Robert Pollin and his colleagues at the Political Economy
Research Institute (PERI) of the University of Massachusetts Amherst.3 These three 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. They all show that a Medicare for All program would
produce significant savings over the status quo.

All three studies show that the savings produced by Medicare for All would exceed increases in
cost resulting from universal health care coverage. Findings in Blahous’ analysis demonstrate that
Medicare for All could result in $2.1 trillion in savings over 10 years in National Health Expenditures
(Table 1).4 Pollin’s analysis found that Medicare for All would result in $5.1 trillion in savings over ten
years (Table 1).5 Unfortunately, the CBO does not calculate savings for a 10-year period. The CBO
projects 1-year savings of $317 billion in 2030, Blahous projects 1-year savings of $93 billion in 2022,
and Pollin projects 1-year savings of $310 billion in 2017.

Table 2 shows increases and savings for a 1-year period based on the largest expenditure
categories. The major driver of increased costs is increased utilization of health care when everyone is
insured and cost-sharing is dramatically reduced. The major areas for savings result from reductions in
administrative costs, payments to providers, and prescription drugs. The CBO study finds that there
could be a $583 billion increase in costs as a result of increased health care utilization, but Medicare for
All would also capture $900 billion in savings in administration and reduced payment rates for
providers (Table 2).6 Blahous’ study demonstrates that although Medicare for All would increase health
care demand by $435 billion, the program would also produce $528 billion in savings on
administration, pharmaceutical payments, and provider rates (Table 2).7 Pollin’s findings show that
although there could be, on the high-end, a $390 billion increase in costs as a result of an increase in
health care utilization, Medicare for All would also capture $643 billion in savings in administration,
pharmaceutical payments, and provider rates (Table 2).8

A second, recently published CBO study found that, under a Medicare for All health care system,
people would live longer and be more productive as their health improved and workers’ wages would
increase as employers shifted savings from money previously spent on health insurance to wages.?
Furthermore, long-term supports and services benefits (LTSS) would reduce household out-of-pocket
costs, increase wages for workers in providing LTSS care, and allow family members currently proving

1CBO’s Single-Payer Health Care Systems Team. “How CBO Analyzes the Costs of Proposals for Single-Payer HealthCare Systems That
Are Based on Medicare’s Fee-for-Service Program.” Working Paper 2020-08. Congressional Budget Office (Dec. 2020). Accessed May 10,
2022. https://www.cbo.gov/publication/56811.

2 Blahous, C. “The Costs of a National Single-Payer Healthcare System.” Mercatus Center, George Mason University (2018). Accessed May
10, 2022. https://www.mercatus.org/svstem/files /blahous-costs-medicare-mercatus-working-paper-vi _1.pdf.

3 Pollin, R. et al. “Economic Analysis of Medicare for All.” Political Economy Research Institute (PERI), University of Massachusetts
Ambherst (2018). Accessed May 10, 2022. https://www.peri.umass.edu/publication/item/1127-economic-analysis-of-medicare-for-all.

4 Blahous (2018) at p. 7 (Summing projected National Health Expenditures for 2022-2031 from Table 2).

5 Pollin (2018) at p. 3, 125-26.

© CBO's Single-Payer Health Care Systems Team (2020).

7 See Blahous (2018) at p. 4 (Table 1).

8 See Pollin (2018) at pp. 40-44 (adjusting percentages to reflect percentage savings of national health expenditures).

o Jaeger, N. “Economic Effects of Five Illustrative Single-Payer Health Care Systems.” Working Paper 2022-02. Congressional Budget

Office (Feb. 2022). Accessed May 10, 2022. https://www.cbo.gov/publication/57637.
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care to work more hours in their paid jobs.'® Finally, the CBO study found that reducing administrative
costs, which Table 2 shows as the single largest category of savings from Medicare for All, would shift
financial resources to other sectors and increase productivity across the economy.t

Table 1. Projected Savings in National Health Expenditures:
CBO, Blahous, & Pollin

Projected Savings MFA (10 Years) in P s .
National Health Expenditures NA $2.1 Trillion $5.1 Trillion
Years NA 2022-2031 2017-2026

. iojeded‘?Saving‘s‘MFA:‘(Fi‘rstYéat")‘fin L  ““‘+ s
National Health Expenditures | $3;7 Bﬂh E $93 Billion™ | $3t0 Billion

| Year . 2030

| oy
The CBO study analyzed five different single-payer scenarios that differed in the provider payment
rates and cost-sharing requirements; one included the costs of long-term supports and services
(LTSS). The numbers in the tables below come from combining Option 3, which had lower provider
payment rates and lower cost-sharing, with the additional costs for LTSS provided in Option 5.

A

+ Calculated from Blahous’ projected changes in health care spending between 2022 to 2031, in the
aggregate, (decrease of $482 billion) summed with administrative cost savings, in the aggregate, for
that same period ($1.572 trillion). See Blahous, at p. 7, in Table 2 for both figures.

++ Calculated from Blahous’ projected changes in health care spending for 2022 ($10 billion) summed
with administrative cost savings for 2022 ($83 billion). See Blahous, at p. 7, in Table 2 for both
figures.

* The Pollin study used Health Consumption Expenditures and the CBO and Blahous studies 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, p. 22, for explanation
on use of Health Consumption Expenditures.

0 Thid.
w Ihid.
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Table 2. Major Categories of Projected Increases and Savings in National Health
Expenditures: CBO, Blahous, & Pollin

Incréasésin National Health Expenditures due to Increased Access to Health Care under -

Projected Increase in Utilization/Demand $583 Billion $435 Billion $390 Billion

Percentage Increase in Utilization/Demand 8.79% 9.50% 11.73%*

S‘;n‘ri‘ng:s‘uin Naﬁdﬁélﬁﬁeéﬁh‘ Exﬁendifufés due to:Mediéare for All .

Administrative Savings $411 Billion $83 Billion $327 Billion

Percentage 5.60% 1.66%++ 8.80%*
Reduced Provider Payment Rates $489 Billion $384 Billion $102 Billion

Percentage 6.78% 7.68%++ 2.74%*
Drug Savings NAM $61 Billion $214 Billion

Percentage NA 1.22%* 5.77%*

~ The CBO study analyzed five different single-payer scenarios that differed in the provider payment
rates and cost-sharing requirements; one included the costs of long-term supports and services
(LTSS). The numbers in the tables below come from combining Option 3, which had lower provider
payment rates and lower cost-sharing, with the additional costs for LTSS provided in Option 5.

~# The CBO includes drug savings in the reduced provider payment rates.
+ See Blahous’ projected increases in utilization/demand for 2022, at p. 4, Table 1.

++ Percentage calculations based on spending after introduction of Medicare for All, which includes
Blahous’ currently projected National Health Expenditures for 2022 ($4,562 billion), p. 7, Table 2,
plus Blahous’ projected increases in utilization/demand for 2022 ($435 billion), p. 4, Table 1.

* The Pollin study used Health Consumption Expenditures and the CBO and Blahous studies 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, p. 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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Medicare for All Act of 2022:
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 to the system design of the Medicare for All Act of 2022. The most
recent year with health expenditure and administrative cost data from all three countries is 2017.

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 2022. 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 10.8%* 6.1%** 16.8%*
national GDP (2017)
Mean Spending on
health per capita, $5,138% $3,047%* $10,106*
PPPUSD
8.0% of total national health
spending®
13% of private insurer
Insurance 3.0% of total o spending**
e . : 0.77% of NHI
administrative costs,*** | national l;ealth blfgg;tﬁ* 7% of traditional Medicare and
by percentage spending Medicare Advantage spending
combined**
1.1% of traditional Medicare
spending alone**

*  QOrganization for Economic Cooperation and Development. “OECD Health Statistics 2021.” OECD
Stat (Updated Dec. 2021), available at http://www.oecd.org/els/health-systems/health-data.htm.

#* Cheng, Tsung-Mei. “Health Care Spending in the US and Taiwan: A Response to It’s Still the
Prices, Stupid, And a Tribute to Uwe Reinhardt.” Health Affairs (Feb. 2019), available at
https://www.healthaffairs.org/
do/10.1377/hblog20190206.305164/full/.

#*# Health care providers also incur substantial billing and insurance administrative costs that are not
included in these figures.
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Table 2. Program Design Comparison: Canada, Taiwan & Medicare for All Act*
Design Feature Canada Taiwan U.S.
Program Name Medicare g?]t_;?)n al Health Insurance Medicare for All (MFA)
National government;
Level of Provincial or territorial . reglonall subdlvsmns .
L . National government responsible for allocation
Administration government e
of funds and negotiations
with providers
Eligibility
Universal coverage | Yes Yes Yes
Yes. Although veterans and
American Indians/Alaskan
- . Natives may receive
o ri?tl:uff)iecglu't];]il; services through the
P grou < other than | Y&S No Veterans Health
group: ‘milita Administration or Indian
Ty Health Services,
respectively, they may also
enroll in MFA.
Mandated Benefits Package
. H osp ital fmd Yes Yes Yes
physlclans Services
Outpatient
prescription drugs No Yes Yes
Has a “Long-Term Care
2.0” plan to fully cover
comprehensive home- and
. community-based care Yes, with a prioritization of
Long-Term Services d by h d .
and Supports (LTSS) No under NHI by 2026. ome- 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
Supplemental | Yes for private rooms, co-pays, | for All, which would be
PP’ ete., and not used for extremely limited given the
coverage of services with comprehensive benefits of
the exception of long-term | the program.
care.
Substitutive | No No No

1 Information compiled from: Congressional Budget Office. “Key Design Components and Considerations for Establlshmg a Single-Payer
E 1 df;

Health Care System.” CBO Publications (May 1, 2019), available at https: )
Mossialos, E., Tikkanen, R. et al. (Eds.). “Inlernatlonal Profiles of Health Care Systems, 2020.” The L,ommonwealth Fund (Dec. 2020).
International Profiles of Health Care Systems

Accessed May 10, 2022. https:
Dec2020.pdf.

default/files/2020-12,
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Other types f’f private No No No
insurance
SR | Participating Provider Rules
Balance billing No No No
allowed
Payments from
private-pay patients | No No No
for covered services
ol - G ‘Hospitals : :
Primary ownership | Mixed Private Private
Primary payment | | FFS with overall hospital -
Ty pm}etho d Global budget sector global budget P Global budget
SR . Primary Care Pliysici S G 5
Primary employment | Private Private Private
FFS with option to elect
Primary payment FFS FFS with overall primary salaried reimbursemcnt
method b care global budget through hospital global
budgeting.
o U Outpatient Specialist Physiciang i S
Primary employment | Private Private Private
FFS with option to elect
Primary payme - salaried reimbursement
P | FFS Salary :h}ro?lgh hospital global

budgeting.
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HEARING BEFORE THE
COMMITTEE ON THE BUDGET
UNITED STATES SENATE

“MEDICARE FOR ALL: PROTECTING HEALTH, SAVING LIVES, SAVING MONEY.”

Testimony by
Abdul Ei-Sayed, MD, DPhil

Chairman Sanders, Ranking Member Graham, and members of the committee, thank you for the
opportunity to testify before you today.

My name is Dr, Abdul El-Sayed, I trained as a physician and epidemiologist. I served the City of
Detroit as Health Director between 2015 and 2017, where I was responsible for the basic health
and welfare of nearly 700,000 Detroiters. 1 also lead the rebuilding of the Detroit Health
Department after it had been privatized during municipal bankruptcy and financial takeover by
the State of Michigan under the same system of emergency management that led to the Flint
Water Crisis.

Today, I teach at the University of Michigan’s Ford School of Public Policy, as well as American
University’s School of Public Affairs. I find myself shouldering the awkward responsibility of
explaining the haphazard disfunction of American healthcare to some of the brightest young
policy minds in the country. I watch my students faces crinkle when I explain how deductibles
work — comparing them to having to pay $19.99 for each movie you watch on Netflix even
though you already pay for your monthly subscription. Last year, my book on the very subject of
this hearing, along with Dr. Micah Johnson, “Medicare for All: A Citizen’s Guide” was
published by Oxford University Press. I have given a copy to each of your offices.

Coverage and costs.
I want to start with the two most obvious problems in American healthcare:

1) We fail to provide everyone health insurance coverage.
2) The cost of healthcare in America is spiraling upward.

Coverage.
We like to think of ourselves as “customers” of healthcare. But we are not. To understand why,

let’s review how being a “customer” actually works. Imagine you were to go to a farmer’s
market in search of some heirloom tomatoes. There are multiple varieties all at different prices.
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Let’s say you find a stall with some tomatoes you like. You ask the seller for the price. If that
price is too high, you move on. But if it’s fair, you purchase them. You tender payment — and
you are now the proud owner of heirloom tomatoes.

That is a normal customer experience.

But that’s not how we experience healthcare. Imagine I was to complain of chest pain during this
hearing. I'd be exhibiting signs of a potentially deadly heart attack. I should hope that you would
call 911. When the ambulance comes, 1 would have no choice as to where 1 was going—no
choice of who would “sell” me healthcare. Indeed, I would need to be taken to the nearest
hospital. Time is wasting.

When I arrive, I have no choice in the care I get or from whom I get it—1I"m left at the mercy of
the physicians assigned to provide me care. But there are several directions my care could go
depending on the physician, the services provided at the hospital, and what they deem my
pathology to be. No one every shares a price list for the care I will receive.

Afterwards, a bill is sent to my health insurer. My insurer is based in Michigan, while I would
have had my heart attack in Washington, D.C., so 1 would have received out-of-network care. It
is unclear exactly how much of the cost of my care they will pay. But it is May, and my family
and I have been healthy this year. We have yet to pay down our deductible—the paywall in front
of the health insurance my family pays a premium for every month. So, some of the cost would
get pushed back to me. Either way, my insurance pays for my healthcare, and sends me a bill for
whatever it will not cover.

Now compare this experience to the traditional “customer” experience I laid out at the farmer’s
market. I do not get to shop around between providers. I do not get to choose what product I
want owing to the “information asymmetry”—the difference in knowledge between my provider
and me. I am left to the provider to both tell me what I need and sell it to me. 1 am never asked
what price I am willing to pay. It’s assumed I’ll pay whatever it costs considering I only have
one heart that is priceless to me, a perfect example of what economists call “inelastic demand”;
my demand for care does not change based on price. And finally, once I receive my care, I do not
pay. Instead, a third-party insurer pays on my behalf and passes whatever it will not back on to
me.

Rather than being the initiator and completer of a financial transaction, I am the reason a
financial transaction between my insurer and provider has taken place. Ask yourself, in the
traditional “customer” analogy: are we the customers ... or the tomatoes?

Our profit-driven healthcare system renders our bodies into products, over which providing
healthcare justifies financial transactions between major corporations. Healthcare is not a
traditional market product because it violates so many of the requirements of market. We are not
the ones who pay for our healthcare. We often receive healthcare in circumstances that preclude
us from negotiating. We rely on our providers to both to telt us what we need and to sell it to us.
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It's no wonder why “market-based healthcare” so obviously fails. If I were a customer, I would
be free to walk away if the price is too expensive. That fact would force any seller to lower their
prices if they wanted the sale. That’s the power of negotiation in a true market—the fact that you
do not have to buy. But in our system, no one can walk away. As a patient, I don’t have time. As
an insurer, the care has already been provided. So instead of keeping prices down, health
insurance companies have realized that they can just pass more of their costs back onto us.

Premiums — what we pay every month for the privilege of “being insured” — have risen faster
than wages and inflation over the past decade.! The median family premium is now $22,221 —
nearly $6,000 of that is coming out of family, not employer, pockets.

Over Time, Family Premiums Have Risen Faster than
Wages and Inflation

@ Family Premiums Workers'Earnings @ Overall Inflation

50% 41%
31%

19%

n%

0% 7%

201 2012 208 204 2015 2016 207 2018 2009 2020 2021

201 Surveyof 20112017, Buresu of
Labor Statisics,Consumer Price Index, US. Oty Average of Annual Inflaton, 2011-2021; Bureasof abor Statistics, Seasonaly Adjsted Data KFF
from the Current Employment Statstcs Survey, 2011.2021,

Considering that the median family earned about $80,000 in 2021, they spent 7.5 percent of their
earnings on premiums. But that’s not where the healthcare cost burden ends. Deductibles usually

Employer Premiums and Deductibles Have Risen
Much Faster than Wages Since 2010

—
- —® 1M%

Family Premiums 55%

27%

19%

! Palosky C. “Average family premiums rose 4% this year to top $22,000; Employers boost mental health and telemedicine amid COVID-19
pandemic, benchmark KFF survey finds.” Kaiser Family Foundation. November 10", 2021. https:/www.kff.org/health-costs/press-
release/average-family-premiums-rose-4-this-year-to-top-22000,
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sit around $4,000 for private family plans.? That makes the annual cost of private health
insurance nearly $10,000 per year, or 12.5 percent of the median family budget before taxes.

Out of pocket costs in the forms of deductibles and co-pays are not just financial costly, but
they’re also physically costly. Having to pay a deductible delays necessary healthcare. One
study® found that high deductibles delayed treatment for breast cancer by nearly 9 months.
Worse still, deductibles have more than doubled over the past decade.

All of this contributes to the irony that the operative part of the word “insurance” is “sure.” And
the structure of our for-profit system leaves Americans increasingly unsure about their health
insurance access. The nature of insurance coverage, itself, has changed. It’s no wonder that
nearly 44 percent of adults struggle to afford their care,* and 30 percent report rationing care
because they cannot afford it.>

And that’s for people who are winning in our for-profit healthcare system. These are the
privately insured Americans who are routinely told that they have the “greatest healthcare in the
world.” What about those who are losing in our profit-driven system? That includes, of course,
the uninsured of whom there remain 28 million according to the 2020 census.® That includes 9
percent of America’s children.

It also includes about 87 million Americans enrolled in Medicaid,” our federally funded, state-
operated health insurance program for low-income Americans. While Medicaid is a critical
program, a lifeline for millions of Americans who cannot afford private health insurance, the
program is only just that: a lifeline. Medicaid reimbursements, on average, are substantially
lower® than private insurance reimbursements. And because healthcare providers are not required
to accept Medicaid, beneficiaries are, in effect, second-class healthcare citizens. It is impossible
to escape the fact that reimbursing the same healthcare services at a lower rate reflects an
implicit lack of value of the body for which the healthcare is being provided. One study found
that just a $10 increase in Medicaid reimbursements led to a 0.3 percent increase in the
probability that a Medicaid beneficiary had seen a physician in the past two weeks.’

Because Americans of color are substantially more likely to be insured on Medicaid than their
white counterparts, our tiered healthcare system is just another means by which our healthcare

2 Kaiser Family Foundation. “2021 Employer Health Benefits Survey.” November 10", 2021. https:/www.kff.org/report-section/ehbs-2021-
section-7-emplovee-cost-sharing;

3 J. Frank Wharam et al., “Vulnerable and Less Vulnerable Women in High-Deductible Health Plans Experienced Delayed Breast Cancer Care,”
Health Affairs 38, no. 3 (March 1, 2019): 40815, https://doi.org/10.1377/hlthaff.2018.05026.

4 Barnes A. “112 million Amerians struggle to pay for health care: survey” The Hill. March 31%, 2022. https://thehill.com/changing-
america/3012358-112-million-americans-struggle-to-pay-for-healthcare-report

® Picchi A. “Surge in Americans skipping medical care due to cost, Gallup says.” CBS News. December 14", 2021.
https://www.cbsnews.com/news/health-care-costs-rising-americans

6 Keisler-Starkey K, Bunch LN. “Health Insurance Coverage in the United States: 2020.” United States Census Bureau. September 14", 2021.
https://www.census.gov/library/publications/2021/demo/p60-274.html

7 Corallo B, Moreno S. Analysis of recent national trends in Medicaid and CHIP enrollment. Kaiser Family Foundation. May 2™, 2022.
https://www.kff.org/coronavirus-covid-19/issue-brief/analysis-of-recent-national-trends-in-medicaid-and-chip-
enrollment/#:~text=After%20declines%20in%20enrollment%20from.steadily%20increase %20(Figure%201).

8 Selden TM. “Differences between public and private hospital payment rates narrowed, 2012-16.” Health Affairs. 2020: Volume 39: Issue 1.
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2019.00415?journal Code=hlthaff# i10

¥ National Bureau of Economic Research. “Increased Medicaid Reimbursement Rates Expanded Access to Care. National Bureau of Economic
Research Bulletin on Health. 2019: Number 3. https://www.nber.org/bh-20193 /increased-medicaid-reimbursement-rates-expand-access-care
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system assents to fundamental health inequities. Empirically, our system literally values Black
bodies less than it does white ones.

Costs.

We spend a whopping $12,530 per capita on healthcare!® — more, by far, than any other country
on Earth. Our neighbors just north spend less than half as much ($5,370). And the costs are rising
faster than comparable countries, too.

Why do healthcare costs keep rising? Because corporations make money when they do.
Healthcare providers make more when they bill more. Hospitals mergers and acquisitions
continue to surge.!' And as hospitals buy one another up in mergers and acquisitions, they
eliminate their competition. One study found that hospital consolidation was associated with
increased healthcare prices, often as high as 20 percent.!?

You might expect health insurance companies have an incentive to negotiate healthcare costs
downward on behalf of consumers, acting as a check on rising healthcare costs. But instead of
negotiating these prices downward, insurers have leveraged cost-sharing mechanisms to pass
rising costs back onto American families.

There are also the unintended consequences of the “80/20 rule” which required health insurance
companies to spend at least 80 percent of their annual collected premiums on healthcare or return
anything in excess back to beneficiaries in the form of a premium rebate. While it was intended
to keep premiums low, it also removed the incentive health insurers had to negotiate down
provider billing.!3 All of this illustrates the fundamental failure of assuming that negotiations
over healthcare costs between profit-driven insurers and healthcare providers on behalf of the
American public would do anything but maximize the profits of both of sets of corporations at
the expense of the public.

The pandemic shows us how America’s healthcare failures extend well beyond incomplete
healthcare coverage and spiraling costs.

Now that I have discussed the most obvious problems with American healthcare, I want to
expand the aperture. Though we often frame our healthcare discussion simply around coverage

10 NHE Fact Sheet. Centers for Medicare & Medicaid Services. Accessed May 11", 2022. https://www.cms.gov/Research-Statistics-Data-and-
Systems/Statistics-Trends-and-Reports/National HealthE xpendData/NHE-Fact-Sheet

11 Japsen B. “Hospital mergers just keep getting bigger.” Forbes. January 17", 2022.

https://www.forbes.com/sites/bruc: sen/2022/01/17/hospital-mergers-just-keep-getting-bigger/?sh=7968318975be

12 Martin Gaynor and Robert Town, “The Impact of Hospital Consolidation—Update,” Synthesis Project, Robert Wood Johnson Foundation,
2012, https://www.rwjf.org/content/dam/farm/reports/ issue_briefs/2012/rwjf73261.

13 Cicala S, Liever EM, Marone V. “Regulating Markups in US Health Insurance.” American Economic Journal: Applied Economics. 2019:
Volume 11: No. 4. Pages 71-104.
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and cost, this framing specifically excludes some of the most important issues facing health and
healthcare in America.

To help us understand these, I want to take us back just two (albethey extraordinarily long) years,
to early 2020. None of us will forget the horror of the first days of the pandemic that spring. We
were facing a new virus with very little information about how it spread, how deadly it might be,
and who was at highest risk. We had no vaccine nor any effective treatments. We were watching
hospital wards fill up — their staff struggling without the ventilators or beds they needed to treat
patients.

Frontline nurses, doctors, and hospital workers were doing all this without the basic personal
protective equipment they needed to protect themselves and their patients from what was then
called the “novel coronavirus.” Indeed, this added to the already chronically poor working
conditions for many healthcare workers—including unsustainable and unsafe staffing ratios,
mandatory overtime, and vicious union-busting. Today, nurses are being forced to travel for
more lucrative locum opportunities where they work alongside permanent colleagues who make
far less for the same work — all this cementing a permanent staffing crisis in America’s
hospitals.

Desperate to “flatten the curve,” mayors and governors around the country were forced to close
schools and issue stay at home orders. We watched millions of Americans already teetering on
the edge of financial insolvency lose their livelihoods. With their jobs, up to 27 million
Americans also lost employer-sponsored health insurance during the pandemic.'*

Meanwhile, local and state health departments, as well as the CDC, anemic after decades of
disinvestment through the austerity of the Great Recession,® struggled under the load of the
pandemic. Burnt out from the experience, a third of public health workers in a national survey
say they are considering leaving the public health workforce in the next year.'¢

Despite the stress the pandemic put on hospitals around the country — and the desperate need
that communities had for hospital beds — 21 hospitals shut down or ended service in the course
of 2020 alone.!” These hospitals are shutting down in disproportionally rural communities and in
states that did not expand Medicaid. Millions of Americans are being forced to drive further and
further for medical care, those distances posing serious obstacles in emergencies.

Hospitals, despite being gorged with patients, were being starved for cash flow. The pandemic
forced them to cancel their most lucrative elective procedures to make way for COVID-19
patients. But it wasn’t only shutdowns that robbed people of healthcare options; 2020 also

1 Fronstin P, Woodbury, SA. “Update: How many Americans have lost jobs with employer health coverage during pandemic?” Commonwealth
Fund. January 11"‘, 2021. https://www.commonwealthfund.org/blog/2021/update-how-many-americans-have-lost-jobs-emplovyer-health-
coverage-during-pandemic

15 Burnett S. “In years before outbreak, investment in public health fell.” AP News. April 5*, 2020. https://apnews.com/article/health-ap-top-
news-lansing-virus-outbreak-public-health-9960d22817a6402¢7693bee74ad2b75d

16 De Beaumont Foundation. “Rising stress and burnout in public health. March 2022. htips:/debeaumont.org/wp-

content/uploads/dlm uploads/2022/03/Stress-and-Burnout-Brief final.pdf

17 Ellison A. “21 hospital closures in 2020.” Becker s Hospital Review. December 9", 2020. htps://www.beckershospitalreview.com/finance/21-
hospital-closures-in-2020.html
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featured 73 hospital mergers or acquisitions!® that leave patients around the country with fewer
choices for care. More than one in three (37 percent) of these deals involved a for-profit
healthcare system, up from less than one in four (23 percent) in 2019.

Along with for-profit hospitals, guess what other industry had a banner year in 2020? The health
insurance industry. Suddenly, they were flush with all the money they should have had to spend
on elective procedures. UnitedHealth Group made $6.7 Billion in profits in the second quarter of
2020 — nearly double the $3.4 billion it made in the same quarter in 2019.

Where did they put that money? Well, 2020 was an election year — so they invested in making
sure that nothing fundamentally changed about the nature of our healthcare system. They plowed
that money back into our political process through everything from lobbying to electioneering. In
the 2020 cycle, Blue Cross/Blue Shield—the biggest political spender among health insurers —
spent $6,406,253 in political contributions. It also spent a whopping $49,879,310 lobbying. It
was a key sponsor of the “Partnership for America’s Healthcare Future,”'® a lobbying group that
ran millions of dollars in ads throughout the 2020 cycle to specifically target Medicare for All.

The pandemic has claimed nearly a million American lives. It’s claimed millions more
livelihoods. US life expectancy fell by several years — even more so among people of color —
erasing a quarter century of growth.

This singular health catastrophe demonstrates so many of the other healthcare challenges in
America in addition to coverage and cost.

3) American healthcare is precarious. Employer sponsored insurance means that while you
may have health insurance today, you could lose it for several reasons: losing a job,
getting a new job, turning 26, getting married, getting divorced, or striking at work.
Beyond that, in an America where we believe in the can-do entrepreneurial spirit,
consider how many businesses are left unbuilt, career opportunities left unpursued for
fear of losing health insurance.

4) American consumers are losing healthcare choices. The choice that Americans want in
healthcare isn’t which health insurer, but which doctor to see or what hospital to go to.
But mergers and acquisitions, let alone hospital closures, are robbing Americans of the
healthcare choices that matter most to them.

5) Healthcare workers are being exploited. The power of consolidating healthcare
companies leaves healthcare workers—nurses, doctors, and other healthcare workers—at
a disadvantage. When large hospital chains consolidate, workers are left with limited
alternatives, reducing their ability to hold their employers accountable for unsafe staffing,
forced overtime, and unsafe working conditions. They also fall prey to the well-
documented reduction of pay due to what economists call “monopsony”—the ability of
oligopolies to collude to suppress wages.?’

18 King R. Kaufman Hall: Hospital industry made 79 deals in 2020, down from 92 in 2019. Fierce Healthcare. January 12", 2021.
https://www.fiercehealthcare.com/hospitals/kaufiman-hall-hospital-industry-made-79-deals-2020-down-from-92-2019

19 Pear R. “Health care and insurance industries mobilize to kill ‘Medicare for All’”. The New York Times. February 23", 2022.
https://www.nytimes.com/2019/02/23/us/politics/medicare-for-all-lobbyists.html

20 DePasquale C. “Hospital consolidation and monopsony power in the labor market for nurses.” Competition Policy International. June 12",
2020. https://www.competitionpolicyinternational.com/hospital-consolidation-and-monopsony-power-in-the-labor-market-for-nurses
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6) We are failing to invest in prevention and public health. Our public health institutions
were responding to the worst pandemic in modern history on shoestring budgets. But the
continued defunding of public health does not align with Americans’ preferences. If
given the choice, most Americans would choose to stay healthy rather than pay for
healthcare after they’ve already gotten sick. But our healthcare system rakes in trillions of
dollars, nearly a fifth of our entire gross domestic product, to pay for healthcare while
our national investment in public health—the means of keeping Americans healthy —
remains minimal. We live far shorter lives than our counterparts in other high-income
countries. Germany’s life expectancy, for example, is more than four years longer than
ours.?!

Medicare for All: a single solution for all our healthcare problems.

Well-meaning people often attempt to explain why alternative proposals to Medicare for All
could also provide universal coverage and reduce our healthcare costs. But as discussed,
assuming that those are the only two problems we must solve hinges on a limited understanding
of the full scope of America’s healthcare challenges. When I introduce those challenges — the
closing of rural hospitals, the expansion of for-profit healthcare through mergers and acquisitions
that eliminate choice, the defunding of American public health, the exploitation of America’s
healthcare workforce, the tiered nature of our health insurance system that turns low-income
Americans into second-class healthcare citizens — they propose Rube Goldberg add-on policies
that render their proposals so complex as to be unworkable.

Medicare for All — a universal national health insurance program for everyone — is the most
elegant, affordable, understandable, equitable solution to our myriad healthcare challenges.
Having enumerated a fuller scope of America’s healthcare challenges, I want to map how
Medicare for All would solve each of these.

Medicare for All would provide universal health insurance coverage. Medicare for All would
offer the clearest pathway universal healthcare insurance coverage. Every single resident would
have cradle-to-grave coverage. That coverage would insulate Americans from the escalating
premiums, co-pays, and deductibles that leave even privately-insured Americans rationing,
delaying, or forgoing healthcare right now.

Medicare for All would do away with second class healthcare citizenship. It would finally offer
the equitable health insurance every single American deserves. Regardless of what you earn, the
color of your skin, or wear you work, you would be entitled to the same coverage — that
reimburses at the same rate — as everyone else.

21 OECD Data. “Life expectancy at birth.” Accessed May 11", 2022. https://data.oecd.org/healthstat/life-expectancy-at-birth.htm
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This would save lives. A Yale study found that Medicare for All would save up to 68,000 lives
every year.??

Medicare for All is durable. Turn 26, get a job, lose a job, get married, get divorced: none of
these would cost you your health insurance under Medicare for All. Regardless of the nature of
their employment, Americans would be secure in the knowledge that they would not lose their
health insurance. Beyond the peace of mind, this would support America’s economy as well: it
could unleash the entrepreneurial spirit of Americans to start new businesses or explore new
career opportunities without worrying about what it might mean should they or their families fall
ill.

Medicare for All would slow the hospital mergers, acquisitions, and shutdowns that rob
American consumers of their healthcare choices. Mergers and acquisitions, let alone hospital
closures, are robbing millions of Americans of the choice of what doctor to see or what hospital
to go to. These deals are driven by non-transparent negotiations over reimbursement rates
between hospitals and health insurers. Larger hospitals can leverage their size to negotiate better
reimbursement rates than their competitors—allowing them to press their advantage and
ultimately purchase their competitors. Meanwhile, hospitals in low-income or rural communities
shut down because their communities lack density or people with private insurance, leaving
residents with no healthcare options at all.

Under Medicare for All, there would be just a single insurer. Hospitals in similar catchment areas
would be reimbursed at the same rate for the care they provide, barring larger hospitals from
commanding better reimbursement rates simply for being larger. This allows smaller hospitals,
as well as independent practices, to remain competitive, and offers consumers more choice.

Similarly, Medicare for All would keep rural hospitals open through “global payments” — rather
than reimbursing for each unit of healthcare they provide, these hospitals would be paid in lump
sum for the critical services they provide rural communities.

Mediicare for All empowers healthcare workers. Today, nurses are being exploited by
consolidated healthcare systems, just as those systems are squeezing physicians out of their
practices because they cannot command the same reimbursement rates. These systems
dehumanize their employees and cheapen the provider-patient relationship. In curbing the power
of these mammoth healthcare systems, Medicare for All empowers the people who actually
provide America’s healthcare, not the C-suite executives who manage their workplaces.

Medicare for All aligns incentives to invest in prevention and public health. Our disinvestment
in prevention and public health is a function of the fact that prevention rarely makes financial
sense in a system predicated on profits that accrue only after people fall ill. Indeed, many of the
most important investments in prevention take decades to manifest. But because people
transition between insurance providers so often during their lives—ultimately transitioning to

22 Galvani AP, Parpia AS, Foster EM, Singer BH, Fitzpatrick MC. “Improving the prognosis of health care in the USA.” The Lancet. 2020:
Volume 395: Issue 10223. Pages 524-533. https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(19)33019-3 /fulltext#%20




100

Dr. Abdul El-Sayed
Written Testimony to the Senate Budget Committee
May 11%, 2022

Medicare after they turn 65 — an investment in prevention today is unlikely to save an insurer
money in the long-term. Insurers have little incentive to invest in prevention that won’t save
them money.

Furthermore, the most important long-term investments in prevention and public health are
structural interventions upon the “social determinants” of health, which are beyond the power of
a single insurance company — these include rebuilding our decimated public health
infrastructure, building walkable communities, addressing in-access to healthy foods, improving
air and water quality, or investing in early childhood education.

Medicare for All aligns these incentives. In this system, there is no churn in insurance providers
because every American is insured by the same entity throughout their entire lives. Every
investment in prevention yields savings for the very same entity. And because the insurer is the
federal government, rather than a corporation motivated by its profit margin, it has the power to
act on those incentives to address the broader social determinants of health.

Medicare for All would reduce the costs of healthcare for individuals, families, and the country
— and expand the economy. An authoritative report by the Congressional Budget Office,?® which
you will hear about in the second witness panel today, has demonstrated that Medicare for All
would:

- Reduce household out-of-pocket costs

- Increase wages

- Improve the efficiency of the healthcare system and “economywide productivity”
- Increase labor productivity

Conclusions

Medicare for All saves lives. It saves money for families and the country. And it offers a sense of
security that millions of Americans go without in our inhumane healthcare system. But
opponents for Medicare for All continue to make the same fearmongering arguments opponents
of national health insurance have been making for nearly a century.

They will tell you that Medicare for All would eliminate “healthcare choices,” although
Medicare for All is critical to addressing the consolidation that is, in fact, robbing Americans of
the choices they actually care about: which doctor, clinic, or hospital at which to seek care.

They will say that Medicare for All is too expensive, that we cannot afford it. In fact, Medicare
for All is the best way to protect Americans from the exorbitant — and rising — healthcare costs

2 Nelson J. “Economic effects of five illustrative single-payer health care systems: Working Paper 2022-02” Congressional Budget Office
Working Paper. February 23, 2022. https://www.cbo.gov/publication/57637
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that force the median American family to pay 12.5 percent of their before-tax income for basic
healthcare needs.

“But the free-market drives innovation!” they claim, even though healthcare providers would
remain private under Medicare for All, and smaller, more innovative, providers would finally be
able to leverage their innovation to compete with larger providers rather than get crushed by
unfair reimbursement rates. Never mind the fact that the U.S. federal government is one of the
most important funders of biomedical innovation in the world.

“What about rationing?” they’ll ask, when in fact rising out-of-pocket costs are forcing
Americans to ration, delay, or forgo their care every day in America under our current system.

They will tell you that more government is the problem, when in fact our private, for-profit
health insurance system delivers mediocre healthcare outcomes despite being the world’s most
expensive healthcare system.

They will say Medicare for All is somehow “un-American,” when what is truly un-American is
staring at our broken healthcare system and the people it breaks along with it and choosing to
ook away.

But today, you are choosing to stare our broken healthcare system in its cruel, indifferent face. I
commend you. And I hope that I have offered some insight into how and why it is so broken, and
how Medicare for All is the solution to fix it.
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Chairman Sanders, Ranking Member Graham and senators of the committee, thank you for the
opportunity to testify today.

My name is Grace-Marie Turner, and I am president of the Galen Institute, a non-profit research
organization focusing on patient-centered health policy. We concentrate on achieving affordable,
quality health coverage and care for all Americans, especially the most vulnerable. I also have
served as a member of the Advisory Board of the Agency for Healthcare Research and Quality,
as a presidential appointee to the Medicaid Commission, and as a congressional appointee to the
Long Term Care Commission.

Mr. Chairman, in calling this hearing today, you acknowledge the need to achieve universal
coverage in the United States.

While there are different views on how to reach that goal, I believe there are important values we
share in health reform:

* Everyone should be able to get health coverage to access the health care they need

* Coverage and care should be affordable

*  We must guard the quality of care

* People should be able to see the physicians and other providers of their choice

* And perhaps most important, we must work to protect the most vulnerable and
marginalized communities.
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There is no question that Americans are frustrated with our current health care system. Millions
remain uninsured, and coverage and care cost too much. Many are priced out of the market for
health insurance. The costs of premiums can be prohibitive, especially for those who don’t get
subsidies. Many face deductibles that are so high they say they might as well be uninsured.

Those on public programs are often frustrated as well, including Medicaid recipients who often
struggle to find physicians who can afford to take the program’s low payment rates. Recipients
can find it especially difficult to get appointments with specialists for more serious health
problems. They deserve the dignity of being able to have coverage that gives them more options
and choices of plans that meet their needs.

People are hurting, and they feel powerless against this system.

Health care has become a very big and lucrative business. Many patients feel they are simply
cogs in our $4 trillion health sector with little power to impact choices of care or coverage.
Independent physicians are selling their practices and then find they now answer to more hospital
executives and less to their patients. Some hospital systems have become virtual oligopolies,
setting high prices and giving plans and purchasers little choice but to pay. Worse, because our
health sector is so highly regulated, it relegates physicians and other health care professionals to
checking bureaucratic boxes rather than spending more time listening to their patients.

These and other frustrations with the current system are generating interest in an alternative that
would provide universal coverage for everyone, with no premiums, copayments, or deductibles,
and the ability to choose any provider or hospital participating in the new system.

As I will document, a government-run system would have many if not more of the problems we

experience today and would put even more health care decisions under the control of
government, not doctors and patients.

TOO MUCH GOVERNMENT

The high costs of health care in the United States compared to other developed countries and the
number of Americans who remain uninsured are real and serious concerns that deserve attention.

The United States does not have a properly functioning market in the health sector. It does not
respond to the needs of consumers and their demands for lower costs and more choices they are
accustomed to receiving in other sectors of the economy.

The government is exerting greater and greater control over our health sector.

Wharton School Professor Mark Pauly, in a paper published by the American Enterprise
Institute, has important findings about the controlling role that the federal government plays in
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our health sector today.! Pauly details how the federal government shapes a much larger share of
spending than the portion it finances directly. He finds the share of “government-affected”
spending in 2016 totaled nearly 80%—"“not leaving much in the unfettered, market-based
category.”

The federal government finances nearly 55 percent of all “explicit and implicit” health spending,
he reports—from Medicare, the federal share of Medicaid, and ACA subsidies, to tax preferences
for employer-sponsored health insurance. But the federal government controls even more
through regulations and mandates on other allegedly private plans.

The more government gets involved, the more that providers throughout the health sector are
forced to respond to legislative and regulatory demands rather than the needs and preferences of
patients. Some physicians, nurses, and other health professionals now contend that the mess can
only be solved by having the government take over.

1 would argue that the growing presence of government is a significant contributor to these
problems. In the health sector, government officials, not the needs of consumers, increasingly
determine what services can or must be covered, how much will be paid, and who is eligible to
both deliver and receive these services. Third-party payment systems and the resulting lack of
price and benefit transparency also lead to significant disruptions in the market. Physicians and
other health care professionals say they are forced to spend more time complying with
bureaucracy than in innovating to develop better care solutions for their patients.

WHO LACKS COVERAGE?

In proposing a policy solution, it’s important to begin by clearly defining the problem to be
solved.

According to the Congressional Budget Office,? of the 29.8 million people who were uninsured
in 2019, two-thirds were eligible for coverage but not enrolled—either in expanded Medicaid
programs, traditional Medicaid or CHIP, subsidized coverage in the ACA marketplaces, or
subsidized employer-based coverage.

Of the remaining third, the greatest number—an estimated four million—were not lawfully
present in the U.S. and therefore need to be addressed separately through immigration/citizenship
policy. Slightly more than 3 million of the uninsured had income below the federal poverty level
and lived in states that did not expand Medicaid. The remaining 2.6 million had incomes too
high to receive subsidies in the marketplace in 2019 but chose not to purchase coverage.

! Mark Pauly, “Will Health Care’s Immediate Future Look a Lot like the Recent Past?” American Enterprise
Institute, June 7, 2019. https://www.aei.org/publication/health-cares-future-public-sector-funding-delivery-
administration/

2 Congressional Budget Office, “Who Went Without Health Insurance in 2019, and Why?” September 2020.
https://www.cbo.gov/publication/56504
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The chart below provides further detail:

WHO WENT WITHOUT HEALTH INSURANCE IN 2019, AND WHY? SEPTEMBER 2020

Figure 1.
Eligibility for Subsidized Coverage Among the Uninsured in 2019

Eligible for Subsidized Coverage Not Eligible for Subsidized Coverage
20.0 Million, 67 Percent 9.8 Million, 33 Percent

r T 1
5.5 9.4 4.0 26
Million, [ Million, Million, Million, Million, Million,
7% 10% 19% 31% 13% 9%

Made Otherwise  Eligible for Eligible for Subsidized Not Income Below Income

Eligible for Eligible for Marketplace Employment-Based Lawfully FPLin a State Too High for

Medicaid  Medicaid  Subsidies® Coverage® Present That Did Not  Marketplace

by the ACA or CHIP Expand Subsidies
Medicaid

Source: Congressional Budget Office.
ACA = Affordable Care Act; CHIP = Children’s Health Insurance Program; FPL = federal poverty level.
a. A small number of people in this group would technically be eligible for subsidies, but those subsidies would equal zero dollars.

b. A small number of people in this group were self-employed and could receive a subsidy by deducting their premiums from their federal income
taxes.

Most of the uninsured have access to health coverage. Uninsured rates continue to be higher in
certain populations, including Latinos (18.3%) and Blacks (10.4%), people with incomes below
the poverty level (17.2%), and residents of states that have not expanded Medicaid (17.6%),
according to an HHS Assistant Secretary for Planning and Evaluation report on “Tracking Health
Insurance Coverage in 2020-2021.”3

Rather than dramatically expanding the role of government through Medicare for All or other
new or expanded taxpayer-supported programs, I believe we need to target appropriate solutions
to address the specific needs of those who are uninsured, focusing on those in marginalized
communities.

COVERAGE AND COVID

Many experts had assumed there would be major losses of coverage during the economic shock
of the COVID-19 pandemic, but the losses of coverage were much lower than expected.

3 hitps://aspe.hhs.gov/sites/default/files/documents/2fb03bb 1527d26e3f270c6 5¢2bfffc3a/tracking-insurance-
coverage-2020-2021.pdf
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A Heritage Foundation analysis found that 5.7 million more people had coverage in December
2020—nearly a year into the pandemic—than were insured in December 2019.#

Net enrollment in private coverage (group and non-group) decreased by 2 million
individuals, or 1.2 percent, while enrollment in public coverage (Medicaid and the
Children’s Health Insurance Program) increased by 7.8 million individuals, or 10.9
percent. Furthermore, the analysis found that enrollment in individual market plans
increased by 605,000 individuals (or 4.4 percent)—an increase that occurred before
Congress increased ACA premium subsidies.

In 2021, Congress passed the American Rescue Plan Act (ARPA)’, spending an estimated $90
billion to subsidize more people with more generous coverage through the ACA.

But most of that new spending is federal payments that are going to insurance companies on
behalf of people who already had health insurance. Making the expanded ACA tax credits
permanent will do little to help expand access to coverage to the uninsured, but it may well
encourage even more people who have coverage today to switch to taxpayer-supported plans.

ARPA made the wealthiest people eligible for subsidized coverage and gave them the biggest
average benefits. Those with incomes between 400-600% of the FPL receive average monthly
ARPA subsidies of $213, a figure that is nearly seven times as high as the increased subsidy
provided by ARPA to those with incomes less than 150 percent of the FPL, according to a paper
by Heritage Senior Fellow Doug Badger.®

This is not the targeted solution we need.

THE HiGH COST OF SUBSIDIZED COVERAGE—FOR PATIENTS

For the unsubsidized in 2021, the average exchange plan’s annual premium plus deductible for a
family of four was about $25,000—meaning that a family needed to spend about $25,000 before
they received any real meaningful financial benefit from their insurance.”

4 Edmund Haislmaicr, “COVID-19: Effects of the Response on Health Insurance Coverage in 2020,” Heritage
Foundation Issue Brief No. 6079, May 14, 2021, https://www.heritage.org/public-health/report/covid-19-effects-the-
response-health-insurance-coverage-2020.

3 hitps://www.congress.gov/117/plaws/publ2/PLAW-117publ2.pdf

° Doug Badger, “Obamacare Subsidies: Six Reasons Congress Should Not Make Temporary Increases Permanent,”

The Heritage Foundation, May 26, 2021. https://www.heritage.org/health-care-reform/report/obamacare-subsidies-
six-reasons-congress-should-not-make-temporary

7 Davalon, “How Much Does Health Insurance Cost Without a Subsidy?” eHealth, January 21, 2022,
https://www.ehealthinsurance.com/resources/affordable-care-act/much-health-insurance-cost-without-subsidy
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In addition to the high cost, ACA plans tend to have narrow networks, excluding the best
hospitals and doctors in local regions. The Goodman Institute surveyed ACA plans in Texas and
found that none covers Houston’s world-renowned MD Anderson Cancer Center, as just one
example.

Galen Senior Fellow and Paragon Health Institute President Brian Blase testified recently before
the House Education and Labor Committee about the costs of ACA coverage:®

Rather than addressing underlying problems with the ACA that caused high premiums
and deductibles and narrow plan networks, the American Rescue Plan Act (ARPA)
further increased subsidies for this coverage. These subsidies have multiple problems,
including being inflationary and inefficient. They push up prices and premiums, and they
are a poor use of taxpayer dollars since much of the benefit accrues to higher-income
people who are already insured.

Due to these problems, the projected subsidy expansion in ARPA equates to about
$17,000 each year per newly insured individual. The expanded subsidies will increase
exchange enrollment but will do so by shifting more cost to the taxpayer. For example, an
individual who faced a $600 monthly premium and qualified for a $500 subsidy and
refused to purchase ACA coverage would likely enroll if an expanded subsidy covered
the entire cost of the premium.

Chasing ever-rising health costs with more and more taxpayer dollars is not a sustainable
solution.

OPINION POLLING SWINGS

The Kaiser Family Foundation’ regularly asks Americans about health policy issues as part of its
Health Tracking Poll series. Its 2019 comprehensive survey found that 56% of Americans
support a “national health plan, sometimes called Medicare for All” and an even larger 71%
support the idea when told that it would “guarantee health insurance as a right for all
Americans.”

But then come the details. When the surveyors focused on the costs of a single-payer system,
support for Medicare for All dropped below 40%. Support fell even further to 37% when they
learned the plan would eliminate private health insurance and require people to pay more in

& hitps://edlabor. house. gov/imo/media/doc/BlaseBrianTestimony %2002 17221.pdf

° “The Public On Next Steps For The ACA And Proposals To Expand Coverage,” Ashley Kirzinger, Cailey
Muiiana, and Mollyann Brodie. Kaiser Family Foundation, Jan. 23, 2019. https://www kff.org/health-reform/poll-
finding/kff-health-tracking-poll-january-2019/
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taxes. And when they learned that some medical treatments and tests could be delayed, support
dropped even further, to 26%.

More recent focus group testing has found that soaring inflation in our economy makes calls for
more health spending and expansion of government programs “seem reckless, not
compassionate.”'?

CAN GOVERNMENT MANAGE PROGRAMS MORE EFFICIENTLY?

The government also doesn’t have a terrific track record in efficiently managing massive
complex programs. For example, a recent federal audit found eligibility errors for nearly one
third of Medicaid enrollees. The audit examined a sample of 2,301 files of people enrolled under
the ACA expansion authority, and eligibility review errors occurred in 29% of them, according
to a review by Brian Blase.!!

What does this cost taxpayers? “The federal government’s improper Medicaid payments now
exceed $100 billion a year,” Blase reports. “This means that more than one-in-four dollars
flowing out of Medicaid — our nation’s third-largest government program — do not meet
program rules. This staggering failure doesn’t just reduce health-care access for the truly eligible,
it also harms taxpayers who fund it.” 1

A new paper also underscores how difficult it is for government to take the lead on innovation.

The National Taxpayers Union recently published an in-depth analysis'® of the track record of
the Center for Medicare and Medicaid Innovation, created as part of the Affordable Care Act
with the promise that its demonstration projects would save tens of billions of dollars in
Medicare.

19 hitps://www.cahe.net/newsroom/2022/4/29/cahc-presents-to-house-education-and-labor-committee-to-advocate-
for-a-new-small-business-health-care-platform

!! Brian Blase, “Mismanaging Medicaid, One Improper Payment at a Time,” The Wall Street Journal, Feb. 3, 2022.
https://www.wsj.com/articles/medicaid-health-care-benefits-eligibility -improper-waste-obamacare-expansion-
11643845321

12 Brian Blase, “Medicaid is hemorrhaging $100B on Americans ineligible for the program,” New York Post, Nov.
28, 2020. https://galen.org/2020/alarming-unlawful-medicaid-spending-brian-blase-in-ny-post/

13 Pete Sepp, Andrew Lautz, Doug Badger, “Center for Medicare and Medicaid Innovation: 12 Years into the
Game, Taxpayers Still Don’t Know the Score,” National Taxpayers Union, May 3, 2022.
https://www.ntu.org/publications/detail/center-for-medicare-and-medicaid-innovation-12-years-into-the-game-
taxpayers-still-dont-know-the-score
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The NTU paper shows how far CMMI is missing the mark in facilitating innovation and cost
savings in programs as committed administrators and private sector participants crash into
restrictive rules and regulation that limit their ability to achieve demonstrable results.

Yet taxpayers still are spending $1 billion a year on this government program that is supposed to
help us innovate our way out of high costs but which has little to show for the investment.

These studies provide further evidence that it would be extremely difficult to get health spending
under control through regulation-bound government programs. The private sector is the answer,
not expanded government programs.

STRUGGLING TO ACHIEVE PROMISED GOALS

I was in the gallery the night the House passed the Affordable Care Act in March of 2010 and
heard Member after Member talk about the importance of passing the bill in order to “finally
achieve universal coverage” and guarantee that everyone will be able to access quality,
affordable care. Former President Obama promised repeatedly that people would be able to keep
their doctors and their plans and that the typical American family’s premiums would drop by
$2,500 a year.

Many Americans are frustrated that, 12 years later, our nation still is struggling to achieve these
goals of access and affordability. They are understandably skeptical of new promises.

IF YOU LIKE YOUR PLAN...

As senators examine increasing the role of government—either through Medicare for All or
derivatives, such as Medicare buy-in or a federal “public option”—we would fall further down
the slippery slope where government control of our health sector would make private coverage
less and less viable.

Former President Obama’s promise that “If you like your plan, you can keep it” and “If you like
your doctor, you can keep your doctor” was declared by PolitiFact to be The Lie of the Year in
2013.14

While the promises of Medicare for All sound utopian, what about the large portion of at least
173 million people don’t want to give up their job-based insurance? What if 64 million seniors
like their current Medicare and Medicare Advantage plans and don’t want the program abolished
and replaced? And what about union members who have made significant sacrifices in wages to
earn their generous health benefit packages? Will they and others who like the coverage they

14 hitps://www politifact.com/truth-o-meter/article/2013/dec/12/lie-year-if-you-like-your-health-care-plan-keep-it/
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have now be forced to pay significant new taxes to finance a government program that is inferior
to the one they have now?

Medicare for All would mean that virtually everyone would lose the plan they have now in
exchange for a single, government-run health plan. Employer coverage would end. Medicare as
seniors know it would end. Medicaid, the single-largest publicly-supported health program in
the country, would end. Medicare Advantage, the Medicare Prescription Drug Program, and the
Children’s’ Health Insurance Program all would shut down.

“Free” health care would stimulate demand for health care while threatening its supply. It would
lead to a shortage of doctors and hospital capacity, threatening both access to care and a decline
in quality.

Americans could soon find themselves waiting in line for care and paying sharply increased
taxes as federal indebtedness soars, putting at even greater risk future prosperity for our children
and grandchildren.

CONGRESSIONAL BUDGET OFFICE REPORTS ON SINGLE-PAYER

The Congressional Budget Office has produced a number of reports analyzing single-payer
systems. The first, issued in 2019, evaluated key design elements and came to sobering
conclusions. '

CBO found that establishing such a system would be a “major undertaking” that would be
“complicated, challenging, and potentially disruptive” and that the “changes could significantly
affect the overall U.S. economy.” CBO says that “Setting payment rates equal to Medicare [fee-
for-service] rates under a single-payer system would reduce the average payment rates most
providers receive—often substantially.”

Further, this would likely “reduce the amount of care supplied and could also reduce the quality
of care.” It says that “decreases in payment rates lead to a lower supply” and “fewer people
might decide to enter the medical profession in the future. The number of hospitals and other
health care facilities might also decline as a result of closures, and there might be less investment
in new and existing facilities.”

According to CBO, the government’s low payment rates “could lead to a shortage of providers,
longer wait times, and changes in the quality of care, especially if patient demand increased
substantially.”

Washington would assume the task of determining the list of covered benefits and updating it on
an annual basis. This would inevitably lead to significant restrictions on access to care,

15 Congressional Budget Office, “Key Design Components and Considerations for Establishing a Single-Payer
Health Care System,” May 2019. https://www.cbo.gov/system/files/2019-05/55150-singlepayer.pdf
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including the long waiting lines and other barriers to timely care that we see in other countries
with government-run health care systems and global budgets where demand outpaces supply.
The most vulnerable patients would be the most severely impacted as they try to navigate a
complex, bureaucratic system to get the care they need.

I am pleased you have invited the Honorable Phillip Swagel, CBO director, to testify today,
likely focusing on recent CBO reports which describe the cost and economic effects of various
single-payer models.'® '7 I also am pleased that Prof. Blahous is testifying today to address the
CBO’s analyses based upon his expertise as an economist.

The CBO, of course, acknowledges the incredible complexity of making assumptions and
projections about sweeping changes impacting nearly one-fifth of our economy, calling it “an
enormously complex endeavor,” and acknowledging that “A high degree of uncertainty
surrounds CBO’s estimates.”

The 2022 CBO report projects a number of positive outcomes, writing that “patients’ cost
sharing would generally be lower, more people would have insurance coverage, and there would
be fewer restrictions on use of care and provider networks.” But it also says: “Factors of a
single-payer system that are explicitly not reflected in this paper’s results include the effects of
financing such a system and the system’s effect on business dynamism, workers’ job mobility,
states” budgets and their policy response,” which could be significant.

From my perspective regarding the impact on people and patients, the CBO assumes single-
payer systems would:

e Reduce payment rates to physicians, hospitals, and other providers compared to private
payers, the consequences of which I will address in a later section of my testimony

¢ Increase demand for health care, but this increase is expected to exceed the capacity to
provide those services. “The increase in unmet demand would correspond to increased
congestion in the health care system—including delays and forgone care—particularly
under scenarios with lower cost sharing and lower payment rates,” according to CBO.

o Increase taxable wages for employees that currently have health insurance through their
workplace

e If labor taxes were increased to finance the single-payer system, it would reduce after-tax
wages, hours worked, and unfortunately provide further incentives for workers to exit the
workforce

e Result in the loss of at least 400,000 jobs in the insurance industry alone.

16 Congressional Budget Office. “Economic Effects of Five Hlustrative Single-Payer Health Care Systems.”
February, 2022. htps://www.cbo.gov/system/files/2022-02/57637-Single-Payer-Systems.pdf

7 Congressional Budget Office. “How CBO Analyzes the Costs of Proposals for Single-Payer Health Care Systems
That Are Based on Medicare’s Fee-for-Service Program.” December, 2020. hitps://www.cbo.gov/system/files/2020-
12/56811-Single-Payer.pdf
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WHAT SINGLE-PAYER AND GLOBAL BUDGETS WOULD MEAN TO PATIENTS

Disadvantaging the most vulnerable: Because just five percent of the population accounts for
more than half of U.S. health care spending,'® those who are sickest with the greatest health
needs are most disadvantaged when the health system is under government control. Political
leaders inevitably work to make sure the great majority of their constituents are at least satisfied
with the system, even if it means restricting access to more expensive services to the smaller
number with the greatest health needs.

Provider shortages: Assigning Medicare rates to hospitals would entail payment rates that are
roughly 40 percent lower than commercial rates, while physicians would be reimbursed at rates
that are 30 percent lower than those paid by private insurers. These payment reductions would
gradually grow larger over time for both. Medicare actuaries have warned that if Medicare
payment rates contained in current law were put into place, many providers would face negative
margins. That could mean that many physician practices and hospitals would be forced to close
or significantly cut back on services. Some anticipate the new program would look more like
mandatory Medicaid as a result."

According to the Association of American Medical Colleges, even under our current health
system, the U.S. will see a shortage of up to nearly 120,000 physicians by 2030.2° The demand
for physicians is expected to grow faster than the supply, and rural areas will be hit especially
hard, according to the report.2! The payment cuts envisioned under Medicare for All are likely to
exacerbate this trend as more physicians close their practices or otherwise withdraw because the
payment reductions will force many to close or curtail their practices.

Disruption of current coverage: Ibegan my testimony talking about the very real problems
and frustrations with health care in America, but any policy solution must also take into account
what people value about the current system and assess the risks of such sweeping changes.

'8 hitps://meps.ahrq.gov/data_files/publications/st497/stat497.pdf

19 Doug Badger, “Replacing Employer-Sponsored Health Insurance with Government-Financed Coverage:
Considerations for Policymakers,” Galen Institute, December 2018. https://galen.org/assets/Replacing-Empl-Spons-
Insur-112618.pdf

20 hitps://news.aamc.org/press-releases/article/workforce report_shortage 04112018/

21 Association of American Medical Colleges, “The Complexities of Physician Supply and Demand: Projections
from 2017-2032,” April 2019. https://aamc-

black.global.ssl.fastly.net/production/media/filer public/31/13/3113ee5¢c-a038-4¢c16-89af-

294a69826650/2019 update_-_the complexities of physician supply_and demand - projections from 2017-

2032.pdf
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Today, 64 million people rely on Medicare for their health insurance coverage.?? Seniors value
Medicare, and many believe their access would be undermined if 268 million more Americans
were competing with them for services from the same underpaid providers. Seniors have paid
into the Medicare program throughout their working lives in order to have reliable access to
medical care in their retirement years.

In 2021, 26 million Medicare beneficiaries, or about 42% of those eligible for the program, were
enrolled in a Medicare Advantage plan.2> Medicare For All would take away the private
coverage that these 26 million seniors have voluntarily chosen under Medicare Advantage, and it
would dramatically change the program for seniors in the traditional Medicare program as well,
including outlawing private supplementary Medigap policies.

Medicare Advantage deploys private insurers to provide better access and better-coordinated
care to seniors. The federal government simply is unable to develop creative programs to
personalize care to the needs of individual patients—as we see Medicare Advantage and in other
private plans today. 2*

Dramatic federal spending increases: Using Medicare fee-for-service as a model for health
reform risks incomprehensibly large deficit spending well into the future. I am pleased to share
the witness table with Prof. Charles Blahous who has researched extensively the costs of a
single-payer health care system.?’

Restricted access to new medicines and other medical technologies also occurs in countries
with government-centric health systems. In just one example, my organization published a
report surveying access to new drugs in a number of countries with government-dominated
health systems.?® We found the French, for example, have access to only 48% of new drugs
introduced between 2011 and 2018. Americans, by contrast, have access to 89% of those
innovative medications. Nor is France an exception. The Swiss have access to only 48% of
newly-developed drugs, the Belgians 43%, and the Dutch 56%.

Thwarting innovation: The United States is a recognized leader in medical innovation. Over the
past half century, the United States has been the birthplace of the majority of the world’s
biomedical innovations.?” Our hospitals and physicians offer top quality care where Americans
have access to the latest medical diagnostics. Americans are accustomed to better quality and

22 https://www.hhs. gov/sites/default/files/fy-202 1 -budget-in-brief. pdf

2 https://www.fiercehealthcare.com/payer/medicare-advantage-industry -s-hottest-market-2022-don-t-expect-to-
change#:~:text=In%202021%2C%2026%20million%20Medicare, %2 C%22%20the%20KFF%?20analysts%20said.
24 Avik Roy, “Medicare Advantage: A Platform for Affordable Health Reform,” FREEOP, April 18, 2019.
https://freopp.org/medicare-advantage-a-platform-for-affordable-health-reform-fbe3 1bf444£3

23 Charles Blahous, Statement before the U.S. House of Representatives Committee on Rules, April 30, 2019.
https://docs.house. gov/meetings/RU/RU00/20190430/109356/HHR G-116-RU00-Wstate-BlahousC-20190430.pdf
2 Doug Badger, “Examination of International Drug Pricing Policies in Selected Countries Shows Prevalent
Government Control over Pricing and Restrictions on Access,” Galen Institute, March 5, 2019.
https://galen.org/2019/examination-of-international-drug-pricing-policies-in-selected-countries-shows-prevalent-
government-control-over-pricing-and-restrictions-on-access/

27 hitps://www.americanactionforum.org/weekly-checkup/new-drug-patents-country/
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access and are unlikely to be satisfied with restrictions and rationing and to stalling the
innovation that continues to produce new and better treatments and medicines.

Recent studies have shown the impact that price control restrictions would have in the U.S.?® that
would cut spending on pharmaceutical research and development by hundreds of billions of
dollars. Economic modeling estimates that show that price-control legislation would snuff out 56
new drugs—including 16 new cancer treatments—that would have otherwise been available to
patients.?®

Turning the clock backward: In our increasingly complex health care system, many patients
are bewildered when faced with a health challenge. Significant progress has been made in
developing coordinated care to provide patients with an integrated network of physicians, from
primary and specialty care to lab services, pharmaceutical benefits, and hospital services.

In addition to improving the quality and effectiveness of health care, providing personalized care
is more cost effective and humane. Putting government in charge of our health sector would turn
back the clock on the progress we are making to move away from Medicare’s 1965-model fee-
for-service system. Government rules and payment policies would stifle the movement toward
personalized care.

Administrative costs: Medicare for All advocates say the administrative savings would help fill
the funding gap. But the new single-payer system still would require many of the same
administrative functions in any insurance system. Physicians, hospitals, labs and other service
providers would have to be approved and payment rates set. The government would need
documentation that approved services were actually provided, providers would have to be paid,
and there would be an even greater need for safeguards against fraud and abuse.

Merrill Matthews of the Institute for Policy Innovation and colleagues analyzed Medicare
administrative costs vs those of private insurers.’® He found that an apples to apples comparison
showed little administrative savings between Medicare and private payers when, for example,
services such as the costs that other government agencies perform, such as collecting premium
revenue, are considered.

EMPLOYER-SPONSORED HEALTH INSURANCE:
A CENTRAL PILLAR IN OUR HEALTH SECTOR

28 Peter Pitts, “Rejuvenating American Healthcare,” Journal of Commercial Biology, May 2022.
http://www.commercialbiotechnology .com/index.php/jcb/article/view/1018

2 https://vitaltransformation.com/2019/11/international- reference-pricing-under-h-r-3-would-devastate-the-
emerging-biotechnology-sector-leading-to-56-fewer- new-medicines-coming-to-market-over-10-years/

30 Merrill Matthews, “Medicare’s Hidden Administrative Costs,” Council for Affordable Health Insurance, January
10, 2006. http://mforall.net/files/ CAHI Medicare Admin Final Publication.pdf
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In our multi-payer health sector, employer-sponsored health insurance (ESI) is the single-largest
conveyer of health coverage in America. As such, it is worth taking a deeper dive into this
program and its central role in our health sector—including supporting public health programs
that too often pay less than the cost of providing care.

The great majority of Americans who receive health coverage through the workplace, either as
an employee, retiree, or dependent,’! highly value their coverage—coverage that would be
eliminated under Medicare for All.

Employers know that high quality health coverage leads to better health outcomes and a healthier
workforce. They offered prescription drug coverage for many years before Medicare was
created. They innovate in offering preventive and wellness services because they know that
addressing health issues before they become a crisis can minimize costs and lead to better
outcomes. Employers continue to outpace public programs in the management of chronic illness,
price transparency, and the availability of health savings accounts and other innovations to
increase health care choices and reduce costs.

Employers and employees both have a vested interest in getting the best value for their health
care dollars to obtain the highest quality care and coverage at the lowest cost.

Most large firms offer coverage to their employees (99 percent of all firms with more than 200
employees offer health coverage). Sixty-seven percent of firms with 10 to 100 employees offer
health coverage to their workers, but just 30 percent of employers with fewer than 50 employees
offer coverage.

These companies want to provide coverage to their workers.
According to a July 2021 survey of small businesses:*?

® 37% said they felt they couldn't expand their workforce because of the cost of health
coverage for workers.

e 47% said they felt their company would lose out on the best workers if they couldn't
offer competitive benefits.

e 60% said they limited healthcare benefit options because of high costs.

® 59% said they felt they couldn't compete with the benefit offerings at larger
companies.

31 U.S. Census Bureau, Health Insurance Coverage in the United States: 2020. Chart: Number and Percentage of
People by Health Insurance Coverage Status and Type: 2018 to 2020.
https://www.census.gov/library/publications/202 1/demo/p60-274.html

32 Council for Affordable Health Coverage, letter to Affordability Task Force, February 4, 2022.
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The smaller the firm, the less likely they are to offer coverage. Small businesses need the option
to get the economies of scale that larger businesses enjoy by pooling together through
Association Health Plans, which I discuss later in my testimony.

Senior Fellow Doug Badger provides much more detail about the importance of employer-based
health insurance in a paper he wrote for the Galen Institute, “Replacing Employer-Sponsored
Health Insurance with Government-Financed Coverage: Considerations for Policymakers.”
He explained the crucial role that higher-paying private plans, primarily employer-sponsored
insurance {ESI) that covers half of Americans, play in financing the U.S. health care system:

Replacing our admittedly inelegant health care financing system with single payer is not
like swapping U.S. customary units for metric measurements. It could have profound and
unforeseeable consequences on the capacity of doctors, hospitals and other providers to
deliver quality care.

Displacements, even if temporary, carry potentially grave consequences. Planting a new
financing system requires uprooting another, one that has grown, adapted and evolved
over decades. Policymakers should carefully weigh the risks of scuttling an employer-
based system that provides health security to the majority of Americans and that largely
finances public programs that provide coverage to others...

Shifting people with ESI to a federally financed program that pays Medicare rates [has
great] potential for adverse consequences.

Table 6 shows 2016 payments to hospitals by private insurers, Medicare and Medicaid
and what those payments would have been—holding utilization constant—if all hospitals
had been paid at Medicare rates.

Tabie 6 ~- 2016 Paymenis to Hospilals
PHI Medicare Medicaid Total
Current Law $426.7 $267.5 $189.8 $884.0
M4A $255.5 $267.5 $187.9 $710.9
Change -$171.9 $0 -$1.9 -$173.1
Source: NHE, Table 7 and MedPAC

[Tlhis table compares hospital financing in 2016 with what it would have been had
Medicare rates applied to Medicare and private health insurance (PHI, which includes
ESI). Assuming that utilization remained unchanged, hospitals would have received a

3 Doug Badger. “Replacing Employer-Sponsored Health Insurance with Government-Financed Coverage:
Considerations for Policymakers,” Galen Institute. December 2018. https://galen.org/assets/Replacing-Empl-Spons-
Insur-112618.pdf
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total of $173.1 billion less in 2016 from the three major sources of revenue had Medicare
reimbursement rates applied.

One might argue that hospitals could absorb a 40 percent reduction in payments on behalf
of privately insured patients through greater efficiencies. It is also worth considering,
however, that the rates paid by private insurers—predominantly through ESI—may be
helping preserve access to medical care for those enrolled in public programs...

[H]ospitals have consistently run negative margins on their Medicare patients. That
margin in 2016 was -9.6%. Since Medicaid payments are only slightly higher than
Medicare (and a smaller source of funds), it is likely that the combined Medicare-
Medicaid margins are very close to that negative margin. Putting all Americans on the
Medicare payment scale would worsen those margins by sharply reducing reimbursement
rates for services provided to those who currently have private insurance.

We can see, by driving just a short distance from Capitol Hill, the impact of these low payment
rates on hospitals.

Nearby Providence Hospital ended its acute care services in 2018. Founded in 1861, it had been
the city’s oldest continuously operated hospital, serving some of the District’s poorest residents.
At least half of its patients were on Medicaid.

And Providence is far from alone. In downtown Philadelphia, Hahnemann University Hospital
announced in 2019 that the hospital would close for good in August. A majority of the more
than fifty thousand patients that the hospital treated each year had publicly funded medical
insurance or none at all. Other hospital closures in that city have followed: Brandywine Hospital
in Chester County and Jennersville Hospital in West Grove. These are just a few of the growing
list of urban medical centers sinking in red ink.

Medicare and Medicaid, which account for more than sixty per cent of all U.S. hospital care,
often pay less than the cost of treatment. According to an analysis by the American Hospital

Association, in 2018 Medicare and Medicaid underpaid the cost of care by a combined $76.6
billion.

As is too often the case, those with the lowest incomes and the greatest health care needs are
impacted most. If these hospitals were forced to close because they became overly reliant on
payments from Medicare and Medicaid, what will that mean for the health care system overall if
the private plans cease to exist and are replaced by Medicare for All?

ALTERNATIVE GOVERNMENT-CENTERED REFORM OPTIONS

Single-payer and the States: Some have suggested that the movement to a federal single-payer
system can start with state-based single-payer programs. But in Colorado, in the Chairman’s
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state of Vermont, and most recently in California, attempts have failed to develop single-payer
systems.

Colorado voters rejected a single-payer initiative in 2016 by a four to one margin, with residents
especially concerned about the high taxes that would be required to finance it and about losing
the coverage they have now to the uncertainties of the new system.

In Vermont, officials worked feverishly to design a single-payer system but found that the costs
of the program would be prohibitive and that the higher taxes required would seriously damage
the economy.

And California, which has veto-proof legislative majorities and a willing governor, recently
shelved a single-payer bill because costs and tax levies would have been prohibitive.>* AB 1400
would have all but eliminated private health coverage and replaced it with a centralized state-run
financing system known as CalCare. The program was estimated to cost between $314 billion
and $391 billion a year, requiring major tax increases in the already highly taxed state.

Public Option: Others have suggested creating a national “public option” government insurance
plan to compete with private insurers. We have recent experience with a similar program—
Consumer Oriented and Operated Plans—co-ops created through Affordable Care Act
financing.®

The ACA set aside $6 billion to fund these entities but continued to cut back funding as
Congress soon saw the programs floundering. The co-ops were founded on the idealistic belief
that community members could band together to create health insurance companies that would
be member-driven, service-oriented insurance co-ops and would not have to answer to
shareholders or turn a profit.

But the 23 co-ops that were created had significant start-up costs, no experiential data upon
which to set premiums, generally had to pay extra to lease physician and hospital networks, and
had few people in the companies and none on their boards with insurance experience. The
idealism has quickly faded.

Medicare Buy-In: Still others suggest a Medicare Buy-In approach.

It is hard to see what problem Medicare Buy-in would solve. If early retirees were able to buy
into the Medicare program and pay their full share, the cost would be an estimated $1,111 per

34 “California’s Single-Payer Bill Dies,” Politico, January 31, 2022.
https://www.politico.com/news/2022/01/3 1/californias-single-payer-bill-dies-00003924

35 hitps://galen.org/2015/obamacare-co-ops-cause-celebre-or-costly-conundrum-2/
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person.>® For many, that would be prohibitively expensive, possibly requiring yet another
federal program to provide taxpayer-financed subsidies.

When government officials are making decisions about what services will be covered, how much
providers will be paid, and how much citizens must pay in mandatory federal taxes, consumers
will have even fewer choices and less control than they do today. Medicare for All surely will
pay providers less, reduce access to new technologies, stifle innovation, and result in much
higher tax burdens. Other proposals to expand government control would only be smaller steps
to the same outcomes. I believe there is a better path to achieve the goals I outlined at the
beginning of my testimony.

A PATH TO PATIENT-CENTERED REFORM

Americans are concerned about a range of health policy issues, and their attentions have shifted
since the Covid era. Better health, health security, and secure coverage are more important than
ever.

BETTER OPTIONS

I would like to commend Ranking Member Graham for his hard work in developing proposals to
unleash the innovation and energy that have been pent up in our health sector, returning power to
doctors and patients. The Ranking Member has provided ideas and guidance for the work of 82
health policy leaders and organizations in the Health Policy Consensus Group to develop the
Health Care Choices proposal 37

Our proposal contains 35 specific policy recommendations organized around the idea of choice
and competition to provide every American an opportunity to get affordable health care and
coverage. It would begin to help states’ revive their individual and small group health insurance
markets that have been so damaged by the ACA. The plan would increase the number of people
with health insurance and lower the cost of coverage by up to 25% without any new taxpayer
spending.*® Choice and competition are the centerpiece of the plan, not more top-down,
government-managed centralized programs.

36 Medicare premiums are community rated, and they don't vary by age. A disabled 40 year old disabled beneficiary
pays the same premium as a 90 year old. The monthly premium for Part A is $437. Part B is $135.50, but 75
percent is subsidized. The full, unsubsidized premium would thus be $542. The average Part D premium is $33.
Eliminating the subsidy would raise that to $132. Thus, without government subsidies, the monthly premium for
Medicare would be $1,111. Source for A and B premiums:
https://www.cms.gov/newsroom/fact-sheets/2019-medicare-parts-b-premiums-and-deductibles

Source for D premiums: https://www.mymedicarematters.org/costs/part-d/

37 https://healthcarechoices2020.org

38 hitps://www.healthcarechoices2020.org/wp-content/uploads/2020/10/The-Health-Care-Choices-Proposal-
Score.pdf
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The plan would provide states with resources to assist people who need help in purchasing health
insurance, especially those with pre-existing conditions, and it would empower states with new
flexibility to create more affordable options for coverage. It would redirect resources to the
states coupled with new incentives to better meet the needs of their citizens by providing more
flexible health care and coverage arrangements and more effective assistance to those who most
need help.

The Health Care Choices proposal we have been proud to work on with Sen. Graham would get
the federal government out of the business of micro-managing the individual and small group
health insurance markets.

Government has created tens of thousands of pages of regulations that rule our health sector in its
clumsy and misguided effort to overhaul the market, as I have described in my testimony. It has
driven up costs, reduced choices, and made it harder for sick people to get care—all while giving
a blank check from taxpayers to health insurers, hospitals, and other big health care businesses.

Health care is too local and personal for a one-size-fits-all approach to work. Here is what the
Health Care Choices plan would do...

1. Give patients personal, individual, portable coverage with patients and doctors, not
government bureaucrats, in control of health care decisions.

2. Offer a wide variety of competing plans with transparency in pricing and benefits. The
coverage would be secure and portable to give people and families protection.

3. Modeling® has shown that premiums would fall by up to one third—and even more for
young people.

4. More people would be able to own and keep health insurance because premiums would
be more affordable.

5. The Health Care Choices proposal would do a better job of taking care of people with
pre-existing conditions with focused resources, unlike the Affordable Care Act.

Many of the problems with health care and costs are because of big government intervention so
we don’t need more of it.

The Health Care Choices plan contains many other provisions to lower costs and enhance access
to modern coverage arrangements like Health Savings Accounts plus ways to create much
greater price transparency so newly empowered consumers can get better value in their health
spending.

We believe the Health Care Choices Plan would give states more power to make sure their
healthy residents can get and keep affordable health coverage and that their most vulnerable
citizens have better options for care.

3 Ibid. [https://www healthcarechoices2020.org/wp-content/uploads/2020/10/The-Health-Care-Choices-Proposal-

Score.pdf
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The magic of individual choice and competition that is transformative in the rest of our economy
also can work in health care to produce an explosion of options for care and coverage. But first
we need to free up innovators and states to allow more affordable consumer-focused solutions.

There is more information about the proposal at www.HealthCareChoices2020.org, where we
explain our vision of how states would be empowered to free up their health care markets to
provide many more choices of plans and innovative options for more affordable care.

In addition to this legislative proposal, the Trump administration led with regulatory changes that
also open the door for more choices and competition in the health sector. Several examples:

Association Health Plans: After the passage of the ACA, smaller employers found it
increasingly difficult and costly to offer health insurance to their workers. The Trump
administration created new options for smaller and medium-sized firms through its new
Association Health Plans rule.

The rule took effect in the fall of 2018 and was off to a successful start. 7he Washington Post
reported that: “Chambers of commerce and trade associations have launched more than two
dozen of these ‘association health plans’ in 13 states in the seven months since the Labor
Department finalized new rules making it easier for small businesses to band together to buy
health coverage in the same way large employers do. And there are initial signs the plans are
offering generous benefits and premiums lower than can be found in the Obamacare
marketplaces.”*

There have been some criticisms that these plans might not be offering the same protections as
ACA-compliant plans. But a 2019 by Kev Coleman, a former analyst at the insurance
information website HealthPocket, found that they were offering benefits comparable to most
workplace plans, without any discrimination against patients with preexisting conditions.*!
“We’re not seeing skinny plans,” he said.

Expanded access to Association Health Plans has been stuck in court since March 2019.
Short-Term Limited Duration Plans: The Trump administration finalized a rule to expand

access to short-term, limited-duration plans to give Americans access to health insurance
coverage that better fits their needs. The Obama Administration had limited the policies to three

0 Paige Winfield Cunningham, “The Health 202: Association health plans expanded under Trump look promising
so far,” January 30, 2019, The Washington Post. https://www.washingtonpost.com/news/powerpost/paloma/the-

health-202/2019/01/30/the-health-202-association-health-plans-expanded-under-trump-look-promising-so-
far/5¢50ba751b326b29¢3778d05/?noredirect=on&utm_term=.6435676a70d4

41 Kev Coleman, “First Phase of New Association Health Plans Reveal Promising Trends,” Association Health Plan
News, January 2019. https://www.associationhealthplans.com/reports/new /
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months of coverage and prohibited their renewal. Under the new rule, these plans can be offered
for up to 364 days and renewed for up to 36 months, subject to state regulation.

Short-term plans*? are helpful to people with gaps in employment, to early retirees who no longer
have employer-sponsored health insurance and need bridge coverage before they qualify for
Medicare, people between jobs, young people who no longer have coverage from their parents
and are working in the gig economy, people who are leaving the workforce temporarily to attend
school or training programs, and entrepreneurs starting new businesses, among others.

Premiums for short-term health plans typically are less than half those of ACA plans.

The administration’s rule also extended consumer protections. Under the Obama
administration’s previous 2016 rule, people could lose their coverage after three months if they
acquired a medical condition during the three-month period. By extending the contract period,
people can be protected from losing their coverage if they fall ill.

The plans are not required to cover the comprehensive list of benefits required by the ACA, and
education is important to help consumers understand how they differ from ACA-compliant
plans.

Several states limit their residents’ access to STLD plans, but in so doing, they deny them what
may be their only realistic option for coverage.**

A White House Council of Economic Advisers (CEA) report on “Deregulating Health Insurance
Markets: Value to Market Participants”** provides important data showing the positive impact of
this consumer-friendly health policy change.

While some say that STLD plans are “junk” insurance that sabotages the ACA, the CEA report

provides solid evidence that consumers will benefit, both in expanded coverage and lower costs.
CEA estimated that this policy option, together with other deregulatory reforms, could generate
benefits to Americans worth an estimated $450 billion over the next 10 years.

Health Reimbursement Arrangements: The administration also finalized a rule to enhance
employer and employee options through Health Reimbursement Arrangements (HRAs). HRAs
are tax-preferred, notional accounts that employers use to reimburse employee medical expenses.
The Obama administration issued rules that prohibited people from using their HRA to purchase

2 https://www.federalregister.gov/documents/2018/08/03/2018-16568/short-term-limited-duration-insurance

43 Doug Badger and Whitney Jones, “Five Steps Policymakers Can Take to Permit the Sale and Renewal of
Affordable Alternatives to Obamacare Policies,” The Heritage Foundation, April 26, 2018.
https://www.heritage.org/health-care-reform/report/five-steps-policy makers-can-take-permit-the-sale-and-renewal-
affordable

4 Council of Economic Advisers, “Deregulating Health Insurance Markets: Value to Market Participants,”
February 2019. https://www.whitehouse.gov/wp-content/uploads/2019/02/Deregulating-Health-Insurance-Markets-
FINAL .pdf
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individual market coverage. Many workers who are offered health coverage at work do not
participate in their employer plans, often because of costs, and therefore are more likely to be
uninsured.

In 2019, the Departments of HHS, Labor, and the Treasury issued a final rule permitting
employers to offer HRAs that reimburse individual market premiums. Through these individual
coverage HRAs, employees use tax-preferred employer contributions to buy coverage in the
individual market that works best for them. The projection in the final rule indicated that 800,000
employers would offer individual coverage HRAs later this decade with 11 million people
enrolled in the individual market with these HRAs.

During the comment period on the proposed rule, the Galen Institute submitted public comments
encouraging the administration to take the rule one step further by allowing spouses to integrate
HRA funds to obtain a family plan.*> We argue that current law would allow the integration of
HRASs with group health plans sponsored by the employer of a spouse.*®

As an example, consider that one spouse is offered health insurance at work. The employer may
allow the plan to be extended to cover the family but only if the employee pays the full extra
costs, which may be prohibitive for this lower-income worker.

If the other spouse’s employer offers an HRA contribution, that employee could use the funds to
buy into the first spouse’s plan. This working couple could benefit from the ability to combine
the HRA funds and obtain a family health insurance plan.

We encourage Congress to consider legislation to expand this new funding option to expand
insurance coverage options and portability of health insurance.

State Innovations: The solution is more, not fewer, choices. States have much more
experience than the federal government in overseeing health insurance markets and greater
flexibility to meet the needs of their residents.

One part of the ACA provides an option for State Innovation Waivers to allow states to
reallocate existing resources to take better care of those with pre-existing conditions, for
example.

States that have used early waiver authority to create risk-mitigation programs have seen in
many cases dramatic results with no new federal spending.

45 hitps:/galen.org/2019/increasing-access-to-health-insurance-for-working-families/

6 Doug Badger and Grace-Marie Turner, “Give Working Families A Break,” RealClearHealth, January 7, 2019.
https://www.realclearhealth.com/articles/2019/01/07/give_working_families a break 110856.html
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Doug Badger and Ed Haislmaier of Heritage explain how early targeted waivers granted to states
helped them to better manage patients with chronic and pre-existing conditions.*’

“Several states have successfully used a waiver to change market conditions sufficiently that
premiums fell for individual health insurance while still protecting the ability of people with high
health care costs to access care,” they write.

After a waiver reform in Alaska, premiums for the lowest-cost Bronze plans fell by 39 percent in
2018, they report. Oregon showed similar results in 2018, with premiums for the lowest-cost
Bronze plans falling by 5 percent. Premiums for the highest-cost Bronze plans plunged by 20
percent. In Minnesota, the third state with an approved waiver, premiums dropped in both 2018
and 2019. Average premium for ACA coverage in 2019 will be lower for every Minnesota
insurer than they were in 2017. Four other states have had waivers approved for

2019: Maryland, Maine, New Jersey, and Wisconsin.*® Georgia currently has an innovative
waiver pending with the Biden administration.

According to the Heritage paper, “States repurpose a portion of federal money that would
otherwise have been paid to insurers as premium subsidies, supplement this federal money with
non-federal sources, and then use the resulting pool of money to pay medical claims for
policyholders who incur high medical bills. Since this process would reduce premiums, it also
would reduce federal premium subsidies, making it budget neutral to the federal government.”

States are employing various risk mitigation strategies to finance coverage for those with high
health costs, repurposing federal money to pay medical bills for residents in poor health. By
separately subsidizing those with the highest health costs, they can lower premiums for
individual health insurance, and the lower premiums also mean increased enrollment.

This offers states flexibility through new Section 1332 guidance to tailor solutions to the needs
of their residents.

A few states have found a key to undoing some of Obamacare’s damage to their individual
health insurance markets by redirecting some federal funding to better help sick people. These
states are providing separate assistance to those with the highest health costs, thereby reducing
premiums and increasing enrollment for healthy people driven out of the market by soaring
costs.

4 Doug Badger, Ed Haislmaier, “State Innovation: The Key to Affordable Health Care Choices,” The Heritage
Foundation, September 27, 2018. https://www.heritage.org/health-care-reform/report/state-innovation-the-key-
affordable-health-care-coverage-choices

8 Grace-Marie Turner, Doug Badger, “Several States Have Found Ways To Mitigate Obamacare's Damage To
Their Health Insurance Markets,” Forbes, October 3, 2018.
https://www.forbes.com/sites/gracemarieturner/2018/10/03/several-states-have-found-ways-to-mitigate-obamacares-

damage-to-their-health-insurance-markets/#56d1b71730da
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In a paper published by The Heritage Foundation, scholars Doug Badger and Ed Haislmaier
detail how several states have successtully used Obamacare’s Section 1332 waiver authority to
begin to revive their non-group health insurance markets with better risk-mitigation strategies.

They explain in “State Innovation: The Key to Affordable Health Insurance Choices™ that
Obamacare’s rigid and centralized federal regulation of the nongroup market has driven
premiums up, choices down, and forced millions of people out of the individual health insurance
market.

Section 1332 of the Affordable Care Act permits states to seek waivers from certain federal
health insurance requirements if they believe they can do a better job as long as their program
doesn’t cost the federal government more money. But the rules the Obama administration
subsequently issued were so strict that they make it very difficult for states to get approval for
the broader innovative reform proposals envisioned by the provision’s authors.

Alaska, Minnesota, and Oregon received waivers from the Trump administration for targeted
reform initiatives that have been successful in lowering premiums for individual health insurance
by separately subsidizing those with the highest health costs. And the lower premiums also mean
increased enrollment.

According to the paper:

“Alaska was the first state to obtain a section 1332 waiver to implement this type of

approach. The state sought a waiver of Obamacare’s ‘single-risk-pool’ requirement, under which
people who are likely to file large medical claims must be pooled with those who might never
see a doctor. This Obamacare mandate had touched off a vicious cycle, in which insurers charge
ever higher premiums, repelling the healthiest customers but not the sickest, resulting in
premiums that are increasingly affordable only to those who receive federal subsidies.

“Alaska instead proposed to move customers with one of 33 medical conditions into a separate
pool. Their medical claims would be funded in part by a portion of federal premium-subsidy
payments diverted to the pool. Non-federal funding sources include ceded premiums (meaning,
in the case of an enrollee whose claims costs the insurer transfers to the pool, the insurer must
also transfer to the pool some portion of the premium it received from that enrollee), state
assessments on insurers, and state general fund contributions. Based on an actuarial analysis
commissioned by Alaska in support of its waiver application, the state concluded that it would
reduce premiums and increase enrollment in the individual market at no additional cost to the
federal government.”

4 “State Innovation: The Key to Affordable Health Care Coverage Choices.” by Doug Badger and Ed Haislmaier,
The Heritage Foundation, September 27, 2018, https://www heritage org/health-care-reform/report/state-
innovation-the-key-affordable-health-care-coverage-choices
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The analysis was correct. After the waiver reform in Alaska, premiums for the lowest-cost
Bronze plans fell by 39 percent in 2018.

Oregon showed similar results in 2018, with premiums for the lowest-cost Bronze plans falling
by 5 percent. Premiums for the highest-cost Bronze plans plunged by 20 percent. In Minnesota,
the third state with an approved waiver, premiums dropped in both 2018 and 2019. Average
premium for Obamacare coverage in 2019 were lower for every Minnesota insurer than they
were in 2017,

Four other states had waivers approved for 2019: Maryland, Maine, New Jersey, and

Wisconsin. Insurers in Maryland had sought 2019 premium increases averaging over 30

percent. Insurers filed those rate requests before the federal government approved Maryland’s
waiver application. After receiving approval, Maryland announced that 2019 rates would drop by
more than 13 percent. Instead of a 30 percent premium hike, Maryland consumers will pay 13
percent less, on average, than they did in 2018.

Waivers alone, however, are not enough. Congress should enact legislation to empower states to
establish consumer-centered approaches that reduce health care costs and increase choices with
the Health Care Choices proposal.*®

The proposal would rely on states to devise even more creative ways to provide help for the sick
as well as those needing assistance in purchasing health coverage. The Health Care Choices plan
would repeal Obamacare’s federal entitlements to premium assistance and Medicaid expansion
and replace them with formula grants to the states so they can set up consumer-centered
programs.

Instead of asking Washington’s permission for some limited flexibility, states would use federal
resources to finance approaches that best serve the needs of their residents. The limited
experience of redirecting funds toward risk mitigation shows that states can and should be
leading on health reform.

The Health Policy Consensus Group, a project of the Galen Institute, submitted public comments
to HHS regarding the Section 1332 State Relief and Empowerment waiver program, encouraging
codification of the 2018 Guidance regarding the waivers:

Section 1332 of the Affordable Care Act (ACA) permits the Secretary of Health and
Human Services (HHS) and the Secretary of the Treasury to approve a state’s proposal to
waive specific provisions of the ACA, provided the proposal meets certain requirements.
The “State Relief and Empowerment Waivers” guidance issued in the Federal Register
(83 FR 53575) (hereinafter referred to as the “2018 Guidance”) superseded previous
guidance published on December 16, 2015, in the Federal Register (80 FR 78131). We

* “Health Care Choices 20/20: A vision for consumer-directed health reform,” Health Policy Consensus Group,
September 2021, http://www healthcarechoices2020.01g
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strongly support CMS’s proposal to codify the agency’s 2018 Guidance into federal
regulation.

John McDonough, a Harvard professor who served as a senior advisor to the U.S. Senate
Committee on Health, Education, Labor, and Pensions from 2008 through 2010 when the
ACA was debated and enacted, in 2014 wrote:*!

“Section 1332 of Title 1 of the Affordable Care Act offers to state governments the ability
to waive significant portions of the ACA, including requirements related to qualified
health plans, health benefit exchanges, cost sharing, and refundable tax credits. It permits
state governments to obtain funding that otherwise would have gone to residents and
businesses through the ACA and to use those funds to establish, beginning in 2017, an
alternative health reform framework within statutory limits.”

Unfortunately, the 2015 Guidance served to restrict states’ ability to utilize 1332 waivers
to improve their health insurance markets by tightening the statutory “guardrails” that
must be satistied for waiver approval. Three of these guardrails pertain to the number of
people with coverage as well as the affordability of that coverage and nature of that
coverage. The fourth guardrail requires that the waiver not increase the federal deficit.
This 2015 guidance was far more restrictive than the statutory requirements and virtually
nullified states’ ability to innovate through section 1332.

As a result of the restrictive guidance and approach, only one state submitted and had a
1332 waiver approved prior to January 1, 2017.

Fortunately, the 2018 Guidance offers both an interpretation of the guardrails that makes
1332 waivers more useful for states as well as an interpretation that is more consistent
with the statute. By codifying the 2018 Guidance, the Departments will further the
intended aim of 1332 waivers to promote state policy innovation in designing programs
that expand options, lower costs, and promote coverage without increasing the federal
deficit...

Twelve states received 1332 waivers since 2017 in addition to three states with waivers
approved in 2017. States with approved 1332 waivers have generally experienced
positive results. A June 2020 CMS analysis of the effect of 1332 waivers found that
premiums were an average of 17.7 percent lower during the 2020 plan year in the 12
states that had approved 1332 waivers in place than they would have been without those
waivers.>

! JohnE. McDonough, “Wyden's Waiver: State Innovation on Steroids,™ Journal of Health Politics, Policy, and
Law (2014) 39(5): 1099-1111.

2 CCTO Data Brief Series, “State Relief and Empowerment Waivers: State-based Reinsurance Programs, June
2020. hitps://www .cms. gov/CCTIO/Programs-and-Initiatives/State-Innovation-Waivers/Downloads/1332-Data-
Brief- June2020.pdf
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In 2020, another three states secured 1332 waivers. Consumers have thus benefited from
1332 waivers that are consistent with the existing guardrails.

These programs could be models for future health reform, devolving power away from
centralized federal programs to states and ultimately to consumers in a market catering to their
needs rather than to Washington’s bureaucracy.

skoskoskok sk kokok R dkok kK

1 would like to recount the experience of “Janet,” a patient in Colorado who wrote to us about
her experience with a government program that was her only option for coverage.” Her story
encapsulates for me the problems with federal government control over health care.

Janet reported to us:

“In 1999, 1 was diagnosed with Hepatitis C, which made me ineligible for insurance, (denied for
pre-existing conditions),” she said. “I live in Colorado, and they had a high-risk pool that
covered people like me. I applied for that and was accepted.

“My premiums in 2010 were $275/month with a total out of pocket of $2,500. [While I was on]
this plan, my liver failed, and I needed a liver transplant. It was approved without a
question. My $600,000 transplant was covered 100% with a $2,500 out of pocket maximum!”

When Obamacare went into effect in 2014, Colorado’s high-risk pool was closed. “I was forced
into the regular marketplace that everyone was telling me was a good thing because I couldn’t
get denied. Ithink my first year on that policy, my premiums were in the $450 range—which I
thought wasn’t too terrible, but still more than I had been paying.

“The thing I noticed from the start was that instead of full coverage, almost everything I needed
was denied, which threw me into the world of having to appeal (sometimes several times) to get
the basic care I needed.

“Since then, my premiums skyrocketed. In 2017, I paid $735 a month with total out-of-pocket
costs of $5,500. In 2018, my premiums went up to $1,100 a month with a deductible of
$6,300. Once I hit that mark, I’'m covered 80%.

“Further, none of my anti-rejection meds are on the formulary of my insurance. If I could not
afford them, my body would most certainly reject my liver, causing another liver transplant that
would not be covered 100%.

“I have to spend $19,500 before my insurance pays anything, and it doesn’t cover all my
prescription costs. My old plan was almost a third of what I have to pay now.

3 See www.HealthCareChoices2020.o0rg testimonials
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“I have many friends and work associates in the same boat as me. Many of them are doing
without insurance and are betting that they won’t need more than what they can afford to pay out
of pocket. I cannot do that, because if something happened and I needed another transplant, it
would bankrupt my family.”

Janet received coverage under the ACA but said her access to care was inferior to the state high-
risk pool coverage she had before—but with much higher costs for her coverage. The current
system is not working for Janet and others like her in receiving the care she needs. Americans
want more, not fewer, choices in health coverage, and Medicare for All would put them all on a
single government program

soskoskok sk kokok R kok ok

CONCLUSION

The Galen Institute is non-partisan, and we welcome the opportunity to work with health policy
colleagues on both sides of the aisle. We seek out colleagues and legislators who are open to our
ideas on patient-centered health reforms that would rely on competition and choice to produce
better, more affordable health care and coverage options.

Thank you for inviting me to offer this perspective. I look forward to your questions and would
welcome the opportunity to work to with you to achieve the goals of better access to more
affordable coverage and better protection for the vulnerable.
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Statement of Charles P. Blahous!
Before the U.S. Senate Committee on the Budget

May 12, 2022

Thank you, Chairman Sanders, Ranking Member Graham, and all of the members of the committee.
I appreciate this opportunity to testify on the federal budget costs of enacting Medicare for All
(M4A).

My testimony is based largely on research I published in 2018 to estimate the federal cost of
enacting Medicare for All. Let me begin with a few caveats before summarizing these estimates
and the assumptions that underlay them. The first caveat is that while there are many similarities
between various bills to enact M4A, there are also important differences between them, and thus
any estimates developed for one particular bill will not apply exactly to a different one. My 2018
study analyzed one specific bill introduced by Chairman Sanders in 2017, which differed in several
important particulars from subsequently introduced M4A bills. That study represents the only
comprehensive cost estimate I have developed, and thus I can offer only approximate guidance as to
the likely budgetary effects of legislation introduced more recently.

Second, the narrow purpose of my research was to estimate the federal budget costs of enacting
M4A. It was not to opine on whether M4A would be good or bad policy, nor did it engage various
important value judgments or difficult health policy calls that must be made in the course of any
comprehensive healthcare legislation. While the study (as well as this testimony) does describe
possible effects of various policy decisions associated with implementing M4A, it does so only to
illuminate how the budgetary estimates might be affected by them, and not to presume particular
value judgments that are appropriately the prerogative of lawmakers.

Third, although various incarnations of these proposals have titles that include the phrase “Medicare
for All,” the federal healthcare systems they would establish differ from current Medicare in
fundamental ways. Instead of extending the current Medicare program to the population as a whole,
these bills would move all Americans, including seniors currently on Medicare, into a new system
offering different (mostly more generous) benefits, while doing away with many of Medicare’s
current financing mechanisms such as patient deductibles and copays. 1have not attempted to
analyze an expansion of eligibility for traditional Medicare. Nor have I analyzed any of the various
proposals to allow new participants to buy into the current Medicare program.

* Charles P. Blahous holds the J. Fish and Lillian F. Smith Chair at the Mercatus Center at George Mason University,
where he is also Senior Research Strategist. He is also a Visiting Fellow with the Hoover Institution at Stanford
University.
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Fourth, a number of things have changed since my study was performed. Other bills have
subsequently been introduced that differ in important particulars from the provisions I analyzed.
Other legislation has subsequently been enacted that would directly affect my estimates if I were to
redo them. Baseline projections for national health expenditures have also changed, as they always
do. And importantly, we now have the benefit of other important published analyses, including
work by the Congressional Budget Office (CBO), which models certain important effects that I
could not. Later in my testimony, I will attempt to summarize how this newer information might
affect a future recalculation of my estimates.

Cost Estimates

Let me first summarize the findings of my 2018 study before proceeding to discuss how its results
differ from what an updated study might find. My study found that the additional federal costs of
enacting Medicare for All would likely be somewhere in the range of $32.6-$38.8 trillion over its
first ten years of full implementation, which at the time the study was conducted would have been
2022-2031. The $32.6 trillion projection was presented in the paper as a lower-bound estimate,
representing an unlikely scenario in which the provisions of M4A that are intended to lower costs
all produced the full amount of their potential savings, without regard for any accompanying
adverse effects this might have on healthcare access, timeliness or quality. Alternatively, if after
M4A’s enactment, historical patterns of federal govemnment behavior remained more consistent
with past practice, the new federal costs would be closer to $38.8 trillion over the first ten years.

We have no experience with enacting permanent federal cost increases of this magnitude, which
renders these numbers especially difficult for many people to conceptualize. To provide context,
the study translated them into a share of GDP. The $32.6 trillion estimate equated to an addition to
federal budget costs of roughly 10.7% of GDP in 2022, gradually increasing to 12.7% of GDP in
2031, and growing further afterward. If instead, new federal costs were $38.8 trillion over ten
years, federal obligations would be increased by 12.6% in 2022 and by 15.1% in 2031, also growing
larger over subsequent time. To illustrate the qualitative size of the cost increase, the study noted
that even under the lower-bound estimate of $32.6 trillion, a doubling of all currently projected
federal individual and corporate income taxes would be insufficient to finance the added federal
costs of enacting M4A.

Table 1: Projected Federal Cost Increases under M4A

Scenario New Federal Costs, New Federal Costs, New Federal Costs,
2022-31 (8T) 2022 (% of GDP) 2031 (% of GDP)

Lower-bound estimate | $32.6 T 10.7% 12.7%

Estimate assuming $388T 12.6% 15.1%

continuity in provider
+ drug payments
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The estimates in the preceding table do not reflect the total federal costs of M4A, but rather just its
addition to federal costs above and beyond currently projected federal healthcare spending and tax
subsidies, which include Medicare, Medicaid, the tax subsidy for employer-sponsored health
insurance, Affordable Care Act exchange subsidies, and other health programs. Total projected
health cost obligations under M4A were estimated to be substantially higher than the net cost
increases shown in Table 1, somewhere within the range of $54.6 trillion and $60.7 trillion over the
first ten years. Under the lower-bound estimate, federal spending on M4A alone would be 20.8% of
GDP by 2031. For reference, 20.8% of GDP is more than all federal spending as a percentage of
GDP as recently as 2018.2 Further, these figures did not account for all national health-related
spending under M4A, as for example they excluded long-term care spending that would remain the
responsibilities of individuals and state governments.

Factors Affecting the Cost Estimates

The vast majority of new federal costs under M4A would result from the federal government’s
assuming responsibility for most national health spending currently financed by other entities,
including private insurance, state and local governments, and individuals. By itself, and before
considering possible offsetting savings, M4A’s expansion of coverage combined with shifting from
privately-financed to federally-financed insurance would not only cause federal budget obligations
to increase, but national health expenditures as well. This increase occurs partially because of
increased expenditures on health services for the currently uninsured, and partially because of
M4A’s coverage of some services not now covered by traditional Medicare, such as dental, vision
and hearing benefits. Additional expenditure increases would also occur because M4A would offer
first-dollar coverage of individuals’ health services, unlike traditional Medicare and most current
private insurance. It is well established in the economics literature that the more of an individual’s
health services that are covered by insurance, the more they tend to consume, irrespective of the
services’ efficacy or value. M4A’s first-dollar coverage of health services would therefore fuel
substantial additional demand.

M4A seeks to offset these additional costs through various means. One is through the replacement
of private health insurance by a federally-administered system that sponsors intend to have lower
administrative costs. My study adopted an aggressive assumption that over half of the
administrative costs currently borne by private insurance would be eliminated. These assumed
administrative cost savings would offset roughly 4% of the additional federal costs arising from the
federal government’s becoming the financier of nearly all US healthcare. For another comparison,
these assumed administrative cost savings would offset roughly 28% of the additional national
health spending expected to arise from increased health service demand under M4A. In other
words, health insurance administrative costs would be lowered, but these savings would offset only
a fraction of the additional national health expenditures projected as a result of M4A’s expanded
and enhanced coverage.

2 Congressional Budget Office, “Historical Budget Data,” Feb. 2021, https://www.cbo.gov/data/budget-economic-
data#2
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Another means by which the M4A legislation I analyzed would attempt to contain costs is by
having the Secretary of Health and Human Services negotiate drug prices with a particular emphasis
on replacing brand-name medications with less expensive generics. To understand how cost
projections are affected by such features, it is important to distinguish between potential savings and
likely savings. There are hard limits on the potential savings that can arise from such a provision
because prescription drugs accounted (at the time of my study) for just 10 percent of total national
health expenditures, and generics already made up 85 percent of all prescription drugs sold.
Nevertheless, my lower-bound estimates employed aggressive assumptions for prescription drug
cost savings, specifically an immediate 12 percent reduction in prescription drug expenditures,
without attempting to model potential adverse effects of this reduction on the pharmaceutical
industry or the pace of innovation.

History provides reason for skepticism that this level of savings would be achieved. Historically the
federal government has tended to prioritize health benefits for those dependent on federal programs
over the interests of taxpayers in restraining cost growth. Though it is theoretically possible that
under M4A the federal government would switch its emphasis from allowing patients full access to
the fruits of pharmaceutical and other healthcare innovation, to protecting the interests of taxpayers
through cost containment, the political economy incentives under M4A make this unlikely. Under
MA4A, the lack of deductibles, copayments and cost-sharing would largely eliminate consumer (and
thus voter) direct sensitivity to healthcare prices, including drug prices. Moreover, the established
national tendency to favor access to pharmaceutical innovation and development over cost
containment has likely become even more entrenched during the ongoing pandemic. Dramatic drug
price savings under M4A should therefore be considered an aspirational goal rather than the basis
for an intermediate cost projection. This is one of multiple reasons why my study found that actual
costs under M4A would likely exceed the lower-bound projection scenario.

The most significant variable affecting M4 A cost projections is that of provider payment rates. The
study’s lower-bound projection assumed that all provider payment rates would immediately be set
to Medicare rates, which for inpatient hospital services were roughly 40% lower than private
insurance rates over the time window in the study. Several earlier studies had assumed higher
payment rates than this would be required, because Medicare payment rates were substantially
below providers’ reported costs of providing services. The CMS Medicare actuary, for example,
projected at the time of the study that 80% of hospitals would experience negative margins in the
near term when treating Medicare patients, a situation M4A would extend to the population as a
whole.3 See Figures 1 and 2, reproduced from a memorandum from the CMS Medicare actuary’s
office.

3 The figures shown here are reproduced from CMS Office of the Actuary, “Projected Medicare Expenditures under an
Illustrative Scenario with Alternative Payment Updates to Medicare Providers,” https://www.cms.gov/Research-
Statistics-Data-and-Systems/Statistics-Trends-and-
Reports/ReportsTrustFunds/Downloads/2018 TR AlternativeScenario.pdf. These figures from the 2018 memorandum
were chosen for inclusion in this testimony because they illustrate data cited in the study. CMS has more recently
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Figure 1: CMS Medicare Actuary Comparisons of Inpatient Hospital Payment Rates

Figure 1. Illustrative comparison of relative Medicare, Medicaid,
and private health insurance prices for inpatient hospital services under current law
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Figure 2: CMS Medicare Actuary Comparisons of Physician Payment Rates

Figure 2. Illustrative comparison of relative Medicare, Medicaid,
and private health insurance prices for physician services under current law

120%

Past Projected
Private Health Insurance

1, - - o o an e - - - -

80% ‘V\a\

60%

Medicaid

Medicare

10%

Price as percentage of PHI rates

2000 2010 2020 2030 2040 2050 2060 2070 2080 2090

Calendar Year

We do not know how providers would respond to payment reductions of this magnitude for
treatments now covered by private insurance, concurrent with a simultaneous increase in patient
demand for health services under M4A. It was clearly likely that there would be some disruptions
in the availability, timeliness and quality of healthcare services, but my 2018 study did not attempt
to model the extent to which the supply of healthcare services may be insufficient to meet expanded
demand under M4A.

published updates of these figures that are qualitatively similar. See https:/www.cms.gov/files/document/illustrative-
alternative-scenario-2021.pdf.
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The study’s lower-bound estimates assumed the universal and immediate application of Medicare
payment rates. Throughout recent history, lawmakers have repeatedly balked at applying payment
reductions that are far smaller, less sudden, and applicable to a lesser number of payments, than this
assumption. For example, lawmakers began annual overrides of the Medicare physician payment
Sustainable Growth Rate formula when the pending cuts were just 4-5% and applied only to
Medicare treatments. By contrast, inpatient hospital service payment cuts M4A would start at over
40% in the lower-bound projection scenario and apply to the larger number of treatments now
covered by private insurance.

Table 2 summarizes how the 2018 M4A cost estimates were affected by these various assumptions.

Table 2: Effect of Various Assumptions upon M4A Cost Projections

Scenario Additional Federal Costs, 2022-2031 ($T)
= Added federal costs from coverage increase =$40368 T

- Administrative cost savings -$1572 T

= Estimate assuming administrative savings =$38.797T

- Potential drug cost savings -$0846 T

= Estimate assuming drug and admin. savings =$37.950T

- Lowering provider payments to Medicare rates | -~ $5.307 T

= Lower-bound estimate =$32.644T

Other Contemporaneous Perspectives on Federal Costs

An occasional question about such estimates is whether they reflect a particular policy viewpoint or
instead reflect broader agreement among experts as to the likely costs of M4A. The answer is that
cost estimates produced by experts from a wide range of policy perspectives and affiliations arrived
at roughly the same results as my study, after adjusting for different years estimated, as well as
assumptions regarding provider payment rates, drug prices, and whether long-term services and
supports (LTSS) are included. The following table translates my 2018 estimates into what they
would have been for M4A’s implementation during 2017-2026, as assumed in studies published by
the Urban Institute, the Center for Health and Economy, and Emory University professor Ken
Thorpe.
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Table 3: Alternative Estimates for Added Federal Costs under M4A, if Effective 2017-2026

Estimate New Federal Costs over 2017-2026 ($T)
Center for Health and Economy, Alternative $40.2

Estimate

Blahous (w/o provider cuts or drug savings) $29.5

Urban Institute (w/o LTSS benefit) $29.1

Blahous (w/drug savings, w/o provider cuts) $28.9

Center for Health and Economy, Primary $273

Estimate

Blahous (w/provider cuts & drug savings) $252

Thorpe $24.7

As Table 3 shows, my 2018 estimates are generally within the range of those produced by other
experts, the differences between them largely attributable to differences in key assumptions. The
Urban Institute study produced an estimate of $32.0 trillion, which included LTSS coverage.
Adjusting for the fact that the 2017 bill 1 studied did not include this coverage brings the Urban
Institute’s estimate down within the range of my own. My lower-bound estimate was generally
smaller than those of other experts because it assumed the immediate imposition of Medicare
provider payment rates, which are lower than the payment rates the other studies all assumed would
be the minimum necessary. The Thorpe study estimated higher total national health spending than
mine, while mine assumed the federal government would pay for a higher percentage of the whole.
In general, however, the estimates are qualitatively similar regardless of who made them, providing
the same general picture of the scale of federal government expansion M4A would bring about.

How Future Estimates Might Change in Light of Recent Information

As noted earlier, 1 have not performed a comprehensive cost re-estimate since my 2018 study was
performed. However, there are multiple reasons why an updated version of my study would likely
produce somewhat different estimates. We now have additional information that was not available
to me at the time of my study, including a comprehensive report from CBO in December of 2020.

The CBO report modeled five options for creating a national single-payer healthcare system along
the lines of M4A, projecting the new federal costs of each option in a single year (2030). Only one
of these options, option 5, resembled current proposals for M4A, which generally include LTSS
coverage. CBO found that option 5 would increase federal costs by $3.00 trillion in 2030 alone, as
well as increasing national health expenditures (NHE). CBO’s options 1 and 2 are less relevant to
the M4A discussion because they are for models with significant patient cost-sharing, at cross
purposes with the stated policy goals of most M4A advocates and sponsors. Options 3 and 4 also
differ from current M4A proposals in omitting long-term care benefits, but are nevertheless useful
for predicting how my own previous estimates (which also omitted long-term care costs) might
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change in light of more recent information. Table 4 compares key assumptions and results from
CBO’s options 3 and 4 to my own.

Table 4: Alternative Payment Assumptions and Results

Scenario Key Assumptions New Federal
Costs in 2030
(8T)
Blahous lower-bound No LTSS benefits, Medicare payment rates, 12% | $3.97
drug price cuts
CBO Option 3 No LTSS benefits, hospitals at 123% of Medicare | $1.77

payment rates, physicians at 111% of Medicare
rates, 30% drug price cuts

CBO Option 4 No LTSS benefits, hospitals at 142% of Medicare | $2.40
payment rates, physicians at 120% of Medicare
rates, 7% drug price cuts

Blahous drug price cuts only | No LTSS benefits, current-law hospital/physician | $4.63
payment rates, 12% drug price cuts

Blahous, no provider No LTSS benefits, current-law hospital/physician | $4.73
payment or drug price cuts payment rates, no drug price cuts

As Table 4 shows, there are substantial differences between CBO’s estimates and mine, even
between scenarios (such as CBO’s Option 4 and my study’s “maintain provider payments”
scenario) where key underlying payment rate assumptions are in the same general range. This
raises the question as to why CBO’s estimates differ so much from mine (and by extension, from
those of the Urban Institute, the Center for Health and Economy, and Thorpe). In an effort to
answer this question, 1 grouped the sources of projection differences into four broad categories

depicted in Figure 3.
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Figure 3: Differences between CBO Option 4 and Blahous Maintain-Provider-Payments Scenario

@ share of NHE financed by federal govt under M4A
@ NHE under current law
@ federal health subsidies under current law

how M4A would change NHE

Note: M4A = Medicare for All; NHE = national health expenditures.
Source: Author’s calculations based on data from CBO’s Single-Payer Health Care Systems Team, “How CBO Analyzes the Costs,” cross-
referenced with Blahous, “Costs of a National Single-Payer Health Care System.”

As Figure 3 shows, the largest differences between my estimates and CBO’s are unrelated to M4A’s
effect on national health costs. The largest share of difference (32.5%) pertains to different
estimates of the share of national healthcare that would be financed by the federal government,
instead of continuing to be financed by others, including state and local governments,
philanthropies, and individuals out of pocket (for example, on LTSS and prescription drugs). CBO
also estimated something I did not; the amount of healthcare services that would continue to be
provided by physicians and other providers who opt out of the M4A system. While I believe that
some of these various categories of healthcare spending are likely to be absorbed or crowded out by
M4A, 1 also believe CBO is correct to conclude that substantial amounts of this care would continue
to be paid for by Americans outside of the M4A system.

The second largest category of difference (24.9%) involves downward movement of the current-law
baseline projections for NHE. After my study was published, the Centers for Medicare and
Medicaid (CMS) lowered their NHE projections somewhat. Additionally, CBO derived its own
estimates for NHE that were somewhat lower than CMS’s. Each of these two effects (CMS’s
downward revisions and CBO’s additional adjustments) reduces the cost estimates in roughly equal
measure. Hence, were I to repeat my study using CMS projections again, it is reasonable to
estimate that [ would incorporate roughly half of this category of differences into my revisions.

The smallest category of difference (20.1%) involves alternative calculations of federal healthcare
subsidies under current law. A substantial portion of this difference is rooted in legislative events
subsequent to the publication of my study, such as the repeal of the so-called “Cadillac plan tax,”
medical device tax and other health insurance taxes, thereby increasing net federal health subsidies
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under current law. Accordingly, if my study were to be updated, a substantial portion of these
changes would need to be incorporated.

Perhaps surprisingly, alternative views of the likely effects of M4A on national health spending
account for only 22.4% of the difference between my federal cost estimates from CBO’s. Though
relatively small, these differences are likely to be of strong interest to policy makers, because they
pertain to whether M4A decelerates national health spending growth or accelerates it still further,
and because they also pertain to whether patients receive the care they seek. CBO’s cost estimates
here are lower than mine because they a) assume lower administrative costs and b) find that a
substantial amount of healthcare sought under M4A would simply be denied.

CBO’s report acknowledges that it assumes lower administrative costs under M4A than other
studies do, as well as lower than in other U.S. public insurance systems and single payer systems
abroad. CBO devotes substantial space to explaining its lower estimates. CBO projects an
administrative cost rate for M4A of between 1.5%-1.8%, whereas other studies’ estimates have
ranged from 4.7%-6.0%, existing single-payer systems internationally generally range from 2%-3%,
and current Medicare/Medicaid’s are roughly 8%. While I commend CBO for the thoroughness and
rigor of their administrative cost derivations, and while M4A has the potential to further reduce
administrative costs below my 2018 assumptions, CBO’s assumptions go further than I feel
comfortable adopting. We must remember important factors in play here, for example that other
nations have not generally achieved administrative cost rates that low despite many years of
experience, and also that current Medicare serves an older population with higher average
healthcare costs than M4A would, meaning that M4A could not achieve administrative cost rates
below current Medicare fee-for-service’s 2.3 percent unless M4A’s administrative costs per capita
were dramatically lower.

Perhaps the most striking difference between my study and CBO’s is that CBO modeled the amount
of care that would be denied under M4A, whereas I facked the capacity to model this phenomenon
and implicitly assumed that the supply of healthcare services would expand to meet additional
demand, while cautioning that this might not happen. Our respective estimates of increased
healthcare demand in 2030 were remarkably similar ($684 billion in my study vs. $661 billion in
CBO’s Option 4), but CBO found that $254 billion of this new demand for healthcare would simply
go unmet. In its Option 3 (the option that attempts to slow the growth of health spending by more
stringently restricting provider payments), CBO found that the majority of additional demand ($319
billion out of $591 billion) would go unmet. In other words, Americans would be promised more
healthcare, but the majority of these promises would go unfulfilled.

CBO’s assumptions of large administrative cost reductions become especially important in this
context. CBO’s model assumes that health providers under M4A will be able to dramatically
reduce their time spent on administrative tasks, and that this time saved will be converted to
additional supply of healthcare. However, the numbers become daunting if we shift our perspective
from what I would regard as aggressively optimistic to prudently optimistic.
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For example, CBO projects that 80% of the time nurses spend on administrative tasks would be
eliminated by M4A. If we simply assume that M4A does half as well — that is, reducing nurses’
administrative duties by 40% rather than 80% -- and combine this with assumptions of Medicare-
level payment rates, as well as CBO’s reasonable and well-studied assumptions regarding the
prevalence of opt-outs, provider supply responses to payment cuts, and the ability of health
providers and drug manufacturers to expand supply in response to demand — then we find that
almost all of the additional health services promised by M4A would fail to materialize. Only $96
billion of a projected $684 billion in healthcare demand increase — or 14% -- would be met, whereas
an overwhelming 86% would be denied. Moreover, $81 billion of the supply increase that would
occur would consist entirely of prescription drugs: by contrast, over 97% of the additional physician
and hospital services sought under M4A wouldn’t be delivered. In this scenario, it would be no
exaggeration to say that M4A would increase eligibility and demand for additional healthcare, while
in practice denying the promised additional access almost completely.

These findings are not only of concern from a health policy perspective, they carry important
implications for the potential costs of M4A. For example, the provider payment rates assumed in
my study’s lower-bound projection scenario are more clearly unrealistic if they would lead to 97%
of the new demand for hospital and physician services under M4A being denied. Lawmakers are
highly unlikely to tolerate such a situation after national investment in the promise of universal
access to healthcare. The CBO report therefore enables us to say with increased certainty that the
higher-payment scenarios in my study are far more probable than my lower-bound projections.

The CBO report also indicates that M4A bills introduced in Congress would almost certainly add to,
rather than subtract from, the problem of rising national health expenditures. Option 5, the option
that most closely tracks proposed legislation, would increase NHE under CBO’s analysis. Option 4,
which subtracts the long-term care benefits of existing bills, would also add to NHE even if as little
as 11 percent of CBO’s projected reduction in administrative costs failed to materialize. These
NHE increases would be larger if lawmakers deemed the projected denials of care to be
unacceptable, and relaxed scheduled provider payment cuts in an effort to alleviate them.

Although I cannot attach precise numbers to a hypothetical update of my analysis in light of the
CBO report, I will try to give a sense of how the numbers might move if such an analysis were
attempted. The provider payment rate assumptions in my lower-bound scenario (resulting in a
$32.6 trillion federal cost projection over ten years in my 2018 study) have appeared more
unrealistic since my study was performed, and this scenario should probably be discarded on the
grounds of being too implausible. The payment rate assumptions underlying my $38.8 trillion
estimate are more plausible, and an updated estimate could reasonably be fashioned via revisions to
them. The largest factor increasing this cost projection would be the inclusion of LTSS benefits
contained in current bills to establish M4A. Offsetting this would be factors reducing the projected
cost, with the largest factors likely to be, in order: changes in the current-law federal baseline since
my study was performed, care projected to be denied under M4A; a larger estimate of private
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entities’, states’, localities’, and individuals’ continuing roles in financing care; changes in baseline
projections for NHE; and lower administrative costs than previously assumed. Taking all these
factors in combination, it is reasonable to guess that a revised estimate of the ten-year cost of this
scenario would be closer to $31 trillion rather than $39 trillion, if applied to the same hypothetical
years as my previous study. If $31 trillion were indeed the number, this would again exceed what
could be financed by doubling all currently projected individual and corporate income taxes.

Despite the projected federal cost likely being lower in a hypothetical future study than in my
previous study, this projection scenario would still show a net increase in NHE because the
expansion of benefits to include LTSS, dental, vision and hearing, as well as the increase in patient
demand resulting from more expansive insurance coverage, would together increase costs by more
than administrative cost savings and outright denials of care would reduce them. Only if provider
payments and drug prices were cut substantially would we expect this projection to produce a net
reduction in NHE. Note that these findings would be broadly consistent with CBO estimates for
Option 5, which show a net increase in NHE. Although my methods would still feature some
differences with CBO’s, the incorporation of many of CBO’s inputs including updated estimates of
federal health subsidies under current law, current-law NHE projections, and modeling of supply
limitations, would likely bring my federal cost estimates within 20 percent of CBO’s parallel
estimates, even before payment rate changes are considered.

My study focused on federal cost projections under M4A, in part because such cost estimates play a
key role in Congress’s legislative procedures and are thus critical information for lawmakers. Many
have correctly noted, as also described earlier in this testimony, that the vast majority of these
projected costs are not new to the US economy as a whole, are currently being shouldered by others,
and would be shifted to the federal government under M4A. Lawmakers should be cognizant that
just as with other major national expenditures such as what Americans spend on food or housing,
the fact that we are already bearing most of these costs does not necessarily imply that the federal
government would find it easy or even practicable to assume them, nor does it necessarily suggest
that the federal government can readily provide these goods and services free of charge to every
American while satisfying their diverse needs and preferences. While total national health spending
is an important piece of policy information, federal lawmakers considering M4A would not be able
to avoid the central question of how to finance its costs to the federal budget.

1 hope this information is useful to committee members as Congress considers the various
implications of enacting M4A legislation.
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Chairman Sanders, Ranking Member Graham, and & Health insurance coverage would increase, as virtually
Members of the Committee, thank you for inviting me all U.S. residents would be enrolled in the system.
to today’s hearing. There are various ways to achieve

. . X ® The total amount of out-of-pocket costs would
near-universal health insurance coverage using some

. . be smaller.

form of automatic coverage.! A single-payer system

is one approach, and it could be implemented in & The supply of personal health care—that is, medical

different ways.? services and goods provided to individuals—would
increase because of fewer restrictions on utilization, less

Today, I will discuss how single-payer health care systems money and time spent by providers on administration,

based on the Medicare fee-for-service program would and providers’ responses to increased demand for care.

affect our nation’s health care and budget and its econ- The amount of care used would rise, and in that sense,

omy. The Congressional Budget Office has analyzed overall access to care would be greater.

five options in detail among many possibilities.> Those
options illustrate the effects of differences in providers’
payment rates, patients’ cost sharing, and the system’s
coverage of long-term services and supports. The system
proposed by Chairman Sanders in S. 1129, the Medicare
for All Act of 2019, is like the options in some ways and
different in others; CBO has not analyzed S. 1129.

® The increase in demand for personal health care
would exceed the increase in supply, resulting in
greater unmet demand than the amount under
current law. Those effects on overall access to care and
unmet demand would occur simultancously because
people would use more care and would have used
even more if it were supplied. The increase in unmet

Effects on Health Care and fiemand would correspous{ o in'creased congestion

the Budget in the health care system, including delays and

For the single-payer options analyzed, CBO found the forgone care.

following effects relative to what would occur under

Differences in payment rates for health care could have
current law:

large effects. To illustrate the potential size of such

8 Federal subsidies for health care in 2030 would be effects, CBO estimated the outcomes for single-payer
significantly larger, with the increases in subsidies systems under scenarios in which payment rates dif-
ranging from $1.5 trillion to $3.0 trillion. fered and the other specifications remained the same.

In the higher-rate scenario, the average payment rates
for health care providers under the single-payer system
would be close to the average of the rates that the agency
projects for all payers in 2030 under current law. In the
lower-rate scenario, rates would be 13 percent lower for
hospitals and 7 percent lower for physicians, on average.
Also, prices for prescription drugs would be 23 percent
lower, on average. The differences between the scenarios
were related to the differences between payment rates for
private insurers and for Medicare and Medicaid under
current law. Relative to what would occur under the
higher-rate scenario, the outcomes under the lower-rate
scenario would be as follows:

= National health expenditures would change by
amounts ranging from a decrease of $0.7 trillion to
an increase of $0.3 trillion depending on the system’s
design features. The most important factors tending
to reduce national health expenditures are lower
payment rates for providers and reductions in payers’
administrative spending. The most important factor
tending to increase those expenditures is increased use
of care—especially if long-term services and supports
are a covered benefit.

1. Sce Congressional Budget Office, Policies to Achieve Near-

Universal Health Insurance Coverage (October 2020), ®  Federal subsidies for health care would be 12 percent
www.cbo.gov/publication/56620. lower.

2. Sce Congressional Budget Office, Key Design Components and « Nt )

tional health ndit Id b reent lower.

Considerations for Etablishing a Single-Payer Health Care System ational health expenditures would be 9 percent lowe
(May 2019), www.cbo.gov/publication/55150. « The supply of personal health care would be

3. See CBO's Single-Payer Health Care Systems Team, How CBO 2 percent lower, with the demand for such care
Analyzes the Costs of Proposals for Single-Payer Health Care Systems roughly unchanged.
That Are Based on Medicares Fee-for-Service Program, Working
Paper 2020-08 (Congressional Budget Office, December 2020), ~ ® As a result, the demand for personal health care that

www.cbo.gov/publication/56811. was not met would increase by 2 percentage points.
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2 & SINGLEPAYER HEALTH CARE SYSTEM THAT 1S BASED ON WEDICARE'S FEE-FOR-SERVICE PROGRAM WAY 12, 2022
In the long term, payments lower than those projected after-tax rate of return on private wealth holdings (or
under current law might cause fewer people to enter the return on investment), which reduces the incentive
health care professions and fewer new drugs to be devel- to save and invest and leads to reductions in the capital

oped. If providers were unable to adjust to slower growth  stock. Those effects lead, in turn, to lower income.
in payment rates by operating more efficiently and

remaining financially viable, they could cease to operate, If the system was financed through other types of taxes,
possibly leading to greater congestion in the health care government borrowing, or reductions in other types of
system. Although effects in the long term are especially government spending, the net effect on the economy
hard to predict, [ want to emphasize that all of CBO’ and the distributional implications would be different.
estimates of the effects of a single-payer system are inher-  Perpetnally financing any of the single-payer systems
ently uncertain. CBO analyzed through increased borrowing—without
a corresponding fncrease i revenues or a reduction in
Effects on the Economy other spending at some point in the future—would be
Turning to the economic effects, I will describe the unsustainable.
outcomes under the five options CBO analyzed if the
system was financed by either a payroll tax or an income In addition to the effects of its financing, a single-payer
tax—and the estimates differ depending on the type of system would have the following economic effects:

tax.* CBO made these projections: L. 8 .
pre) & The composition of workers' labor compensation

®  Gross domestic product (GDP) would be
approximately 1 percent to 10 percent lower by 2030
than the amount projected under current faw, and
aggregate nonhealth consumption per capita would
change by amounts ranging from an increase of
3 percent to a decline of 7 percent.

a  Lifetime nonhealth consumption would rise among
lower-income households and decline among higher-
income houscholds relative to the levels under current
taw, and the number of fifetime hours people choose
to work would be lower for most households across
the income distribution.

The net reductions in GDP would occur primarily
because of the effects of increased taxes on labor and
capital income. Taxes on labor income reduce after-tax
wages, so they reduce the return on each additional hour
wotked. They also lower people’s expected future income,
which creates an incentive to work more to make up for
their lost after-tax income. On average, the former ¢
is greater than the latter in CBO's assessment; therefore,
higher labor taxes tend to reduce the number of hours
worked in the economy. Higher taxes on capital income,
such as dividends and capital gains, lower the average

ect

4. See Jacger Nekson, Eeomamic Effects of Five Histrative Single-Payer
Health Care Systems, Working Paper 202202 (Congy
Budget Office, February 2022), wiww.cho.gow/publication/ 57637,

ssional

would change because employers would no longer
provide health care benefits and would pass along the
savings to employees, increasing their taxable wages.

#  Households' health insurance premiums would be
climinated, and their out-of-pocket health care costs
would decline.

Because administrative expenses in the health care
sector would decline, productive resources for other
sectors would be freed up and would ultimartely
increase economywide productivity.

& Reduced payment rates would cause providers to find
ways of praviding care with fewer resources. Some
of the reduction in payment rates would initially
lower wages for workers in the health care sector and
throughout the supply chain. In the long run, that
effect on wages would diminish as labor markets

adjusted.

®  Longevity and labor productivity would increase as
people’s health outcomes improved.

®  Long-term services and supports, if included in the
system, would further reduce out-of-pocket spending,
provide payments for care that is carrenty unpaid,
increase wages among workers providing care, and
allow some unpaid caregivers to increase the hours
they work at their primary occupation.
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TESTIMONY £ SINGLE-PAYER HEALTH CARE SYSTEM THAT iS BASED ON MEDICARE'S FEE-FOR-SERVICE PROGRAM 3

This testimony summarizes information provided in two of the
Congressional Budger Office’s working papers: How CBQ Analyzes the
Costs of Proposals for Single-Payer Health Care Systems That Are Based on
Meddicare’s Fee-for-Service Program and Economic Effécrs of Five lllusrrarive
Single-Payer Health Care Systems. 1o keeping with CBO's mandate to
provide objective, impartial analysis, neither the working papers nor this
testimony makes any recommendations.

The testimony was reviewed by Leigh Angres, Alice Burns, Chad Chirico,
Carrie Colla, Devrim Demirel, Berna Demiralp, Matk Doms, Noelia
Duchovny, Theresa Gullo, Tamara Hayford, Grace Hwang, Deborah
Kilroe, John Kitchen, Jeffrey Kling, Leo Lex, Paul Masi, Sarah Masi, John
McClelland, Alexandra Minicozzi, Eamon Molloy, Jaeger Nelson, Karen
Stockley, Robert Sunshine, Emily Veeeland, Jeffrey Werling, and Chapin
White. John Skeen was the editor. The testimony is available on CBO's
website at www.cho.gov/publication/57973.

Phillip L. Swagel
Director




147

Responses to Written Questions of Senator Van Hollen to Adam Gaffney, MD, MPH

Question: I believe that one of the great promises of a Medicare for All system is that it would ensure
accessible, quality health care for everyone. Currently, Americans are truly struggling to access affordable
health care, even when they have insurance. Whether it’s private insurance, Medicaid, or Medicare, our
entire system puts the burden on individuals to find out if they are eligible, to enroll, in some cases to submit
income data, to compare plans, and after all is said and done- and you receive your insurance card in the
mail- you then have to seck a provider that accepts that specific insurance plan. However, for Americans
that suffer from chronic conditions, disabilities, behavioral and mental health issues, cancer, or anything
that requires any kind of specialized care, the burdens of seeking an in-network provider are constant
barriers to health care. And, secking an in-network provider is not an casy endeavor- especially when we
have a severe shortage of specialty physicians and behavioral health providers.

Last month, in Maryland, the Baltimore Sun ran the story of seven-year-old Lily Williams who has coverage
under Maryland’s state Medicaid program. She was getting access to therapy for a genetic condition that
causes developmental and speech delays, when suddenly her provider left the Medicaid network. They left
over reimbursement issues with the insurance group running the state’s Medicaid claims process. Now,
rather than focusing on caring for Lily and her twin brother, Lily’s mom works as much as possible to
ensure that she can cover the health costs for Lily’s therapies under a private plan that of course comes at a
significant higher cost.

Dr. Gaffney, last year I introduced the Easy Enrollment in Health Care Act, which if passed would use data
from filed tax returns to automatically enroll people in health insurance if they are eligible for free coverage
via Medicaid or ACA subsidies. However, it’s clear that even when people are enrolled in affordable plans,
our system fails to guarantee that they will have access to the providers they need.

From your perspective as a specialist provider, how would Medicare for All improve the management
of care and health outcomes of our most vulnerable communities, specifically, low-income
communities, and children with chronic conditions or disabilities?

Answer: Thank you for your important question. As you describe, lack of access to needed providers,
narrow insurance networks, administrative barriers, expensive premiums, “churn” in and out of insurance
plans, and burdensome out-of-pocket costs remain grave problems in American healthcare, particularly for
the chronically ill and even for those with insurance. In a recent study, colleagues and I estimated that the
number of underinsured children — whether because of inadequate coverage of services, costs, or providers
— has been on the rise in recent years, hitting 18 million in 2019. For such underinsured children, as your
example of Lily illustrates, healthcare imposes a heavy burden on families in time, money, and stress.
Moreover, for the chronically ill, having to periodically change medications to a new formulary, or
transition all of one’s providers to a new insurance network each year is not merely inconvenient: it is
medically disruptive and potentially hazardous.

Medicare for All would improve care and outcomes for such patients in several important respects. First, it
would ensure not just that coverage is universal, but seamless — which is to say, no gaps or interruptions
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in coverage in childhood or adulthood. Second, Medicare for All would include virtually all doctors and
hospitals, more akin to traditional Medicare and much different than most private insurance, managed
Medicaid, or Medicare Advantage plans. This is particularly important for children with complex medical
needs, who often require the services of multiple specialists and tertiary medical centers. Third, the
provision of full coverage under Medicare for All, achieved in some other nations, would mean that
American families are no longer burdened with copays, deductibles, or coinsurance. Such out-of-pocket
payments are particularly punishing for those with low incomes, or the medically ill who require costly
specialist care and medications. For these patients, such “cost-sharing” functions as a tariff on illness.
Fourth, by unburdening physicians from much of the administrative busywork engendered by our current
complex financing system, Medicare for All would increase the time that specialists can spend caring for
their medically complex patients. Together, these changes could improve care for patients, free families
from fear about the costs of illness, and improve quality of practice for physicians.
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Responses to Written Questions of Senator Van Hollen to Bonnie Castillo, RN

Question: Ms. Castillo, I know that the National Nurses Union is a strong champion of Medicare for All.
It’s not surprising that our frontline workers would endorse a system that guarantees everyone health
coverage without the worry of a hospital visit turning into crippling debt. Afterall, the number one reason
people file for bankruptcy in this country is medical debt. The poor outcomes we see for Americans
managing chronic conditions reflect the barriers that people face to attaining health insurance coupled with
the very real fear of going into debt. As you pointed out in your testimony, it was clear by the overflow of
ICU patients during the peak Covid-19 period that our health care system has failed them.

A Medicare for All type system could ensure easy, simple, access to all doctors and for all patients. It would
ensure that no one has to ration their insulin or delay treatment due to not being able to afford the cost-
sharing set by insurance companies. It means a system focused on preventative medicine and
comprehensive care. I do believe that Medicare for All is the system we should be working towards.

Ms. Castillo, we know that it’s likely that we may continue to experience surges of deadly illness from
Covid-19 variants or from a new virus altogether. From your perspective, what are the consequences of
failing to improve our health care infrastructure? Is the status quo sustainable for patients, providers, and
specifically the nurse workforce?

Answer: The status quo of our fragmented, for-profit health care system is wholly unsustainable for patients
and caregivers alike, and certainly for nurses, who are always at the bedside, providing direct patient care.
Because access to health care is based on ability to pay, patients simply do not get the care they need. In
the context of a global pandemic, inequitable access to care harms the health of everyone. If we don’t
fundamentally change our current profit-driven system, the U.S. will be unable to provide the care that
patients will need in years to come and health disparities will worsen. Tens of millions of working families
will still worry about losing their health insurance if they lose their jobs. Millions with insurance will still
not get the care they need because they cannot afford the deductibles or copayments. Hospital corporations
will continue to short staff, close hospitals that produce low returns, and ration personal protective
equipment and other medical supplies. In short, health care and the health of our patients will continue to
get worse under the status quo. That’s why we need Medicare for All.

Patients are constantly being forced to choose between getting the care they need and paying their bills.
Half of U.S. adults surveyed in December 2021 said they put off or skipped some sort of health care due to
cost.! Moreover, health care corporations that are driven to maximize revenue engage in strategic corporate
consolidation and hospital closure tactics that result in unequal distribution of our health care infrastructure,
with health care deserts in less affluent areas and hyper concentration of services for patient populations
that can capture higher reimbursement rates from private payers. As a result, many patients don’t have
access to the providers and facilities they need, particularly for low-income communities, communities of
color, and rural areas. As of June 30, 2022, the Health Resources and Services Administration reported
that94.8 million people in the U.S. live in a primary care Health Professional Shortage Area and 152.2
million live in a mental health Professional Shortage Area.

! Kearney, A. et al. “Americans’ Challenges with Health Care Costs.” Kaiser Family Foundation (Dec. 2021).
https://www.kff.org/health-costs/issue-brief/americans-challenges-with-health-care-costs/.

2 Health Resources and Services Administration, Bureau of Health Workforce. “Designated Health
Professional Shortage Areas Statistics.” U.S. Department of Health and Human Services (June 30, 2022).
https://data.hrsa. gov/Default/GenerateHPS AQuarterlyReport.
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‘When patients are unable to get the care they need, conditions that could have been managed more readily
if they were seen quicker develop into conditions that not only are more severe than they could have been
but are also more expensive to treat. In the worst-case scenario, this inability to get necessary care results
in death: 34 million people in this country as of 2019 personally knew somebody, either a friend or family
member, who died because they weren’t able to afford necessary treatment.

Meanwhile, our current health care system also does a disservice to nurses, doctors, and other health care
professionals who provide hands-on patient care. For example, doctors and nurses are increasingly spending
less and less time with their patients because they are forced to navigate an increasingly complicated multi-
payer system of private insurance. Two-thirds of a given doctor’s time is spent on paperwork rather than
patient care.* One study estimates that nurses and medical assistants in the U.S. spend 20.6 hours per
physician per week on administrative tasks related to health plans.’

For nurses, the consequences of our inhumane health care system can be found in the employer-
manufactured nurse staffing crisis. Despite industry claims, there is no shortage of registered nurses (RNs),
and a 2017 U.S. Health and Human Services report on the supply and demand of the nursing workforce
from 2014 to 2030 makes clear that except for a handful of states, there are sufficient numbers of registered
nurses to meet the needs of the country’s patients.® Additionally, based on the best available data, there are
4.4 million licensed RNs and 3.3 million employed RN, a surplus of 1.1 million licensed RNs.” There is,
however, a shortage of nurses willing to work in unsafe and dehumanizing conditions that many of our
employers have increasingly subjected us to in the pursuit of greater profits, conditions that predated, but
only have gotten worse during, the pandemic. Corporate greed, budget cuts, a lack of adequate support
staff, and moral distress are responsible for an employer-manufactured staffing crisis.

In an attempt to minimize labor costs, hospitals are unwilling to hire sufficient nurses and other health care
workers, and instead are increasingly trying to make nurses and other health care workers do more with
less.® Hospitals are intentionally failing to maintain a robust pool of nurses from which to draw when
scheduling shifts. From the experience of NNU members, hospitals often cancel or “call off” nurses who
are scheduled to work on a daily contract basis, will send nurses home who have reported for their scheduled

3«34 Million Americans Know of Family Member or Friend Who Died in the Last 5 Years After Being
Unableto Afford Treatment.” West Health-Gallup (Nov. 12, 2019). https://www.westhealth.org/press-release/34-
millionamericans-know-of-family -member-or-friend-who-died-in-the-last-5-years-after-being-unable-to-afford-
treatment/.

“ Sinsky, C. et al. “Allocation of Physician Time in Ambulatory Practice: A Time and Motion Study in 4
Specialties.” Annals of Inter Med (Dec. 2016). https://www.acpjournals.org/doi/10.7326/M16-
0961?url_ver=739.88-2003&rfr_id=ori:rid:crossref.org&rfr_dat=cr_pub%20%200pubmed.

> Morra, D. et al. “U.S. Physician Practices Spend Nearly Four Times as Much Money Interacting with Health
Plans and Payers Than Do Their Canadian Counterparts.” Health Affairs (Aug. 3, 2011).
https://www.commonwealthfund.org/publications/journal-article/2011/aug/us-physician-practices-spend-nearlyfour-
times-much-money.

© Health Resources and Services Administration. “National and Regional Supply and Demand Projections of
the Nursing Workforce: 2014-2030.” U.S. Department of Health and Human Services (2017).
https://bhw.hrsa.gov/sites/default/files/bureau-health-workforce/data-research/nchwa-hrsa-nursing-report. pdf.

7 National Council of State Boards of Nursing. 2022, Jun 2. Active RN Licenses, A Profile of Nursing
Licensure in the U.S. https://www.ncsbn.org/6161.htm U.S. Bureau of Labor Statistics. 2022, Mar 31. May 2021
National Occupational Employment and Wage Estimates. U.S. Department of Labor.
https://www.bls.gov/oes/current/oes_nat.htm

8 National Nurses United. “Protecting Our Front Line: Ending the Shortage of Good Nursing Jobs and the
Industry-created Unsafe Staffing Crisis.” National Nurses United (Dec. 2021).
https://www.nationalnursesunited.org/sites/default/files/nnu/documents/1121_StaffingCrisis_ProtectingOurFrontLin
¢_Report FINAL.pdf




151

shifts, are not hiring or are extremely slow to hire for open positions, and will cancel contracts with travel
or agency nurses.

During the Covid-19 pandemic, hospitals rejected nurses” advice to prepare and plan for predictable staffing
needs, including hiring and training more nurses, and cross-training current staff nurses to work in critical
care departments. Instead, hospitals cut and laid off staff from units that had temporarily low patient census,
and canceled RN traveler contracts. Again, the industry was shortsightedly looking for immediate ways to
cut costs and boost profits instead of planning for patient and public health needs. Hospital employers’
actions and inaction have resulted in a lack of critical care staff to respond to the Covid-19 pandemic.’

As aresult of hospital employers” shortsighted profit-driven decisions, the nursing workforce experiences
high levels of moral distress. Nurses are exhausted and approaching their limits. Piecemeal reforms,
however, won’t solve the problems of unaffordable care, inequitable distribution of our health care
infrastructure, and intentional understaffing, which result from our current system of profit- driven health
care. Instead, we need to transform our health care system away from one that prioritizes profits and into
one that prioritizes patient care and healing. Failing to do so will mean more patients will get sick and die
without the ability to get the care they need, and providers will continue to struggle. The only people who
stand to benefit from this health care system are health care executives and sharcholders. A move to
Medicare for All will ensure that patients can get the care they need when they need it, doctors are free to
spend their time on care rather than paperwork, and nurses can care for patients at the bedside with adequate
support and resources.

National Nurses United also has written more about the issue of the industry-created nurse staffing crisis
and our proposals to address it, which includes Medicare for All, in our December 2021 report, “Protecting
Our Front Line: Ending the Shortage of Good Nursing Jobs and the Industry-created Unsafe Staffing
Crisis.”

Question: Maryland is a unique state in that our hospitals are under a global budget system similar to the
one you described in your testimony and now included in the Senate proposal of Medicare for All. During
the height of the pandemic when other hospitals around the country saw grim revenue losses over the lack
of elective surgeries, Maryland hospitals had a consistent cash flow coming in from pre-set annual budgets.
This helped our hospitals stay open while at least 21 hospitals in other states closed during the first year of
the pandemic.

Ms. Castillo, can you elaborate further on how scaling up regional budget systems as described in
Medicare for All would support not just the financial stability of hospitals but how they could
improve conditions for the people that work there and the patients they see?

Answer: If we had Medicare for All before this pandemic started, hospitals would have been better prepared
to respond because the reimbursement and funding structure ensures that all health care facilities, including
hospitals that provide a safety-net for rural and underserved areas would be fully funded and resourced. For
years, hospital corporations have relied on “just-in-time™ models for staffing and supply. In most of the
country hospitals did not hire enough nurses for regular patient care pre-pandemic and did not have supplies
for public health emergencies. Through the global budgeting payment mechanism in the Medicare for All

9 See also National Nurses United. “Deadly Shame: Redressing the Devaluation of Registered Nurse Labor Through
Pandemic Equity.” National Nurses United (Dec. 2020). https://www.nationalnursesunited.org/campaign/deadly-
shame-report
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Act, hospitals would be required to have mandatory minimum nurse staffing levels and to have one-year
supplies of PPE and critical medical supplies. This would have made the pandemic response much safer for
patients and for workers.

Similar to Maryland’s hospital global budgeting model, the Medicare for All Act would adopt annualized
global budgeting for each hospital and health care facility, which would be administered regionally through
the Medicare for All program. Hospital global budgeting would stabilize funding for rural and safety-net
facilities and provide the ability to adjust global budgets as circumstances change or emergent public health
events, like a global pandemic, arise. Global budgets would be tailored to the health care needs of cach
hospital’s patient population and account for factors including historic volume of services, actual
expenditures, wages, maximum capacity, maintenance, and protected changes in level or kinds of services.
Importantly, hospital global budgets would include funding for safe nurse staffing ratios and funding to
maintain a one-year supply of personal protective equipment and other supplies to ensure hospitals are
prepared for the next public health emergency. Like in Marvland, the hospital global budgeting structure in
the Medicare for All Act offers a level of financial stability and predictability, with appropriate flexibility
to adjust budgets when unpredictable need arises, that our current health care system does not provide and
cannot afford.

Importantly, hospital global budgets under Medicare for All would help address the crisis of rural and
safety-net hospital closures afflicting the nation. Stabilizing their funding source will help ensure that rural
hospitals, as well as critical safety net hospitals in other medically underserved arcas, can stay open and
continue to provide necessary care.

Shifting from a fragmented multi-payer system of insurance to hospital global budgeting under Medicare
for All will also help cut down on hospitals” administrative costs. Medicare for All would eliminate point-
of-service charges, balance billing, and other forms of cost-sharing and insurance administration, resulting
in massive administrative savings for hospitals and other providers. Nurses and other health care workers
also stand to benefit immensely from the transition to institutional global budgets under Medicare for All
Nurses and other health care staff are constantly having to spend more and more time focused on billing
and paperwork, leaving less time for direct patient care. Streamlining the care delivery process and reducing
the need for administrative bureaucracy by fully paving for services with global budgets will reduce the
amount of time away from the bedside that nurses and other care providers need to spend on paperwork
and other billing practices. Global budgets also provide the ability to guarantee that money is available for
certain workplace protections for health care providers. For example, in S. 4204, hospital global budgets
would include the funding necessary to hire and train nurse staffing required to meet mandatory minimum
safe nurse-to-patient ratios. Hospital global budgeting under S. 4204 would also include the funding
required to maintain equipment stockpiles, PPE, and other expenses necessary to keep the workplace safe.

In summary, hospitals, providers, and patients all stand to benefit from implementing a system of global
budgeting as called for by the Medicare for All Act. Hospitals reap the benefit of certainty and predictability
in their revenues, and rural and safety net hospitals will have a level of stability they do not enjoy under our
current profit-driven system. Health care professionals will benefit from less administrative work and more
time to provide patient care. Patients will benefit from elimination of payment at the point of service, well-
resourced hospitals regardless of their geographic location, and health care providers able to devote more
of their time to patient care.
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Responses to Written Questions of Senator Van Hollen to Abdul El-Sayed, MD, DPhil

Question: Dr. El-Sayed, about half of all Americans have employer-based private health insurance.
However, despite the premiums that are deducted from employee paychecks, copays made at the doctor’s
office, and the deductibles billed for other services, insurance companies can still refuse to pay for
diagnostic exams, treatments, prescription drugs, etc. As you are aware, insurance companies set up prior
authorization requirements where physicians are constantly having to fill-out paper work and spend hours
on the phone convincing insurance companies to cover prescribed services or drugs for patients. And for
patients, this means not receiving the care that they need in a timely fashion and poorer health outcomes.

Similarly, I've heard from constituents who desperately wish they could take the medications as prescribed
and recommended by their doctors. Yet, insurance companies often decide they will only cover a
medication if the patient first follows a step-therapy protocol of trying a drug or series of alternative drugs
before receiving coverage for the one initially medically prescribed. We all know that these fail first
protocols have very little to do with patient safety but everything to do with profit seeking by insurance
companies.

I share the frustration of many Americans who’ve been turned down coverage for something they have
already paid for. Our system is broken, and we must do more to center patient care and health above all
else.

Dr. El Sayed, can you explain which provisions of Medicare for All would protect Americans from
experiencing similar cost-savings tactics used by insurance companies that impede adequate coverage
for prescription drugs and services?

Answer: Thank you for this important question. And I'm deeply saddened to hear about these experiences
your constituents report. I have also heard similar stories from the people whom I served as Health Director
in Detroit. Insurance companies engage in these pernicious rationing and gatekeeping practices because
every dollar that they spend in actual healthcare—what they call a “medical loss— is a dollar that they
don’t get to keep as profit. Indeed, it’s a function of their profit motive that they do this. Under Medicare
for All, every single American would be insured by the federal government, which, of course, does not
have a profit motive—meaning that this kind of insurance-driven gatekeeping would no longer occur. The
best indication of this is that today’s Medicare program does not engage in these kinds of practices.
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Responses to Written Questions of Senator Chris Van Hollen to Phillip Swagel, Ph.D.

Question: A concern of mine when it comes to transitioning into a single-payer Medicare for All system is
how do we ensure our medical providers, physicians, specialists, and nurses are treated fairly in terms of
their pay and reimbursement rates.

Dr. Swagel, in your analysis of single-payer-models and specifically the model that most reflects this
Medicare for All bill, would our medical providers still receive the same levels of compensation they
receive now or similar?

Answer: Under the Congressional Budget Office’s illustrative options for a single-payer system, the
compensation that health care professionals receive could be more or less than under current law depending
on the policy specifications and the type of provider. In its analysis, CBO considered a higher payment-rate
scenario and a lower payment-rate scenario:

In the higher scenario, the average payment rates for hospitals and physicians would be similar to the
average of the rates that CBO projects for all payers (including government programs and private insurers)
under current law.

In the lower scenario, hospitals and physicians would be paid lower rates, on average, than CBO projects
for all payers under current law (in 2030, 13 percent lower for hospitals and 7 percent lower for physicians).
The rates in both scenarios would be higher than what Medicare or Medicaid pays but considerably lower
than what private insurers pay under current law. In both scenarios, providers would be paid using a system
that closely resembles Medicare’s fee-for-service system. Variation in payment rates among different types
of providers would more closely resemble the variation in Medicare than in private insurance or other public
plans.

The rates in both scenarios would be higher than what Medicare or Medicaid pays but considerably lower
than what private insurers pay under current law. In both scenarios, providers would be paid using a system
that closely resembles Medicare’s fee-for-service system. Variation in payment rates among different types
of providers would more closely resemble the variation in Medicare than in private insurance or other public
plans.

S. 1129, as introduced in the 116th Congress, does not specify the rates that would be paid, so it is unclear
whether those rates would be closer to the higher payment-rate scenario, the lower payment-rate scenario,
or outside that range. In general, lower payment rates for providers would push down costs to the federal
government and the health care system but would also reduce the average compensation of health care
professionals.

Besides the policy specified for payment rates, a provider’s characteristics and its compensation under
current law could determine whether the payments it receives would increase or decrease. For instance,
under the higher payment-rate scenario CBO examined, hospitals that serve relatively more people with
private insurance would see their payment rates fall, on average, whereas those that serve relatively more
people with Medicare or Medicaid coverage would see their average payment rates rise. That outcome
would occur because rates paid by private insurers are generally higher than the rates paid by Medicare and
Medicaid. Additionally, a single-payer system that established a more uniform payment rate would cause
some providers (such as certain high-cost specialists) to receive smaller payments than they would receive
under current law, whereas other providers (such as certain low-cost general practitioners) would see larger
payments.
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The compensation of health care professionals accounts for a large share of the costs of producing health
care services and would tend to rise or fall with the rates paid by the single-payer system.

Question: I am a strong supporter of allowing the government to negotiate drug prices with drug
companies. It makes no sense that we restrict ourselves from being able to help our constituents afford their
prescriptions. I've supported provisions to allow for drug negotiations in President Biden’s Build Back
Better agenda, and I support this provision in Medicare for All legislation.

Currently, Americans pay two to three times more for prescription drugs than people in other countries for
the same drugs and up to 10 times as much for insulin. Last year, the CBO analysis of the Elijah E.
Cummings Lower Drug Costs Now Act, showed that allowing price negotiation in Medicare would reduce
drug prices by 57% to 75%; and that when coupled with limiting drug price increases to the rate of inflation,
the government would save $160 billion over a decade.

Dr. Swagel, do you have any estimates on the savings price negotiation generates under the Medicare
for All system?

Answer: In its analysis of illustrative options for a single-payer system, CBO projected that spending on
retail prescription drugs (prescription medicines that people purchase at pharmacies or by mail order) under
current law would be $574 billion in 2030. In the higher payment-rate scenario, prices for prescription drugs
would be 6 percent lower than under current law—which equates to a reduction of $34 billion in total
spending on retail prescription drugs for the quantity purchased under current law; in the lower payment-
rate scenario, prices would be 28 percent lower than under current law—for a reduction in spending of $161
billion.! CBO did not quantify reductions in spending on prescription drugs administered in a facility, such
as a hospital outpatient department.

CBO assumed that the single-payer system would begin providing health insurance coverage in 2025. For
brand-name retail prescription drugs already on the market in 2025, under the higher payment-rate scenario,
CBO assumed that prices would be set equal to the average of the prices projected for all payers under
current law in 2025 and that they would increase at the rate of the consumer price index for all urban
consumers (CPI-U) plus 4 percentage points. Under the lower payment-rate scenario, CBO assumed that
prices for retail prescription drugs in 2025 would be set at the average of net prices paid by Medicare Part
D and Medicaid and that those prices would grow at the rate of increase in the CPI-U.

CBO anticipates that, under the illustrative options for a single-payer system, the federal government could
restrain the average launch prices of brand-name drugs introduced after 2025 by using various tools. Those
tools could include price-setting based on comparative-cffectiveness analyses (which identify which
treatment works best for improving health) or cost-effectiveness analyses (which compare the cost of a
treatment with the number of additional quality-adjusted years of life it provides).

CBO did not specify the process that would yield the prices assumed under the higher and lower payment-
rate scenarios. Exclusion from the single-payer system’s formulary (its list of covered drugs) is one possible
tool to restrain drug prices. The authority to impose a tax if a manufacturer did not agree to the single-payer

* See CBO’s Single-Payer Health Care Systems Team, How CBO Analyzes the Costs of Proposals for Single-
Payer Health Care Systems That Are Based on Medicare’s Fee-for-Service Program, Working Paper 2020-08
(Congressional Budget Office, December 2020), www.cbo.gov/publication/56811.
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system’s price would have the same effect if the tax was high enough to cause the manufacturer to lose
money on sales of the drug in the United States.

S. 1129, as introduced in the 116th Congress, specifies that the Secretary of Health and Human Services
would negotiate the prices paid for prescription drugs, establish a formulary, and “promulgate rules
regarding the use of off-formulary medications.” It is unclear whether the prices resulting from that process
would fall closer to the higher payment-rate scenario, the lower payment-rate scenario, or outside that range.
In general, the prices paid for prescription drugs under a single-payer system would depend crucially on
how the Secretary determined whether a negotiation was successful and what the consequences of an
unsuccessful negotiation would be.
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We appreciate the opportunity to submit this statement for the record on this vitally important issue. And
thank you for holding this historic hearing on Medicare for All. Public Citizen is a national non-profit
organization with more than 500,000 members and supporters across the country. 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 Medicare for All system would
guarantee coverage to everyone in the United States. 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.*

As the first hearing on Medicare for All in the Senate, this historic hearing will provide an opportunity for
the Committee to explore both the historic and emerging challenges of our current health care system and
how Medicare for All would address them. Our fragmented health care system, including private,
employer-sponsored insurance, left us unprepared for COVID-19 and showed just how little our health
care system is focused on health. Medicare for All would finally bring a rational approach to health care
and would make patients” wellbeing the focus instead of profit. By taking the most popular part of our
health care system, Medicare, improving it and expanding it to everyone in the U.S., we can finally
guarantee that everyone in the country can get the care they need when they need it.

I.  THE COVID-19 PANDEMIC FURTHER HIGHLIGHTED THE NEED FOR MEDICARE
FOR ALL

1. The Private Insurance System Hindered Access to Care

The cardinal sin of our health care system is that it puts profits over people and corporations over
communities. At the start of the COVID-19 pandemic, approximately 87 million Americans were
uninsured or underinsured.? While this placed the health of millions of Americans at risk in normal times,
the risks were even higher during a pandemic.

The COVID-19 pandemic showed just how greedy private insurers are, as they were reporting record
profits because they were paying out far less in claims due to millions of Americans delaying care.? This
disparity highlights just how little value insurers are bringing to the health care system despite how much
they cost consumers and the health care system in general. And insurers continue to focus on their profits,
even as Americans continue to struggle to get the care they need. For example, the Centers for Medicare
and Medicaid Services (CMS) had to recently step in to stop insurers from denying claims for COVID-19
testing, as well as to increase compliance with COVID-19 relief legislation that required that plans cover

1SARAH R. COLLINS, MUNIRA Z. GUNJA, AND MICHELLE M. DoTy, THE COMMONWEALTH FUND, How WELL D OES INSURANCE COVERAGE
PROTECT CONSUMERS FROM HEALTH CARE COSTS? — FINDINGS FROM THE COMMONWEALTH FUND BIENNIAL HEALTH INSURANCE SURVEY,
2016, at 1 (October 2017), https://bitly/2D3WbGS.

2THE COMMONWEALTH FUND, HEALTH INSURANCE COVERAGE EIGHT YEARS AFTER THE ACA, 5 (2019), https://bitly/3rFsrV].

Reed Abelson, Major U.S. Health Insurers Report Big Profits, Benefiting From the Pandemic, THE NEw YORK TIMES (August 5,
2020), https://nyti.ms/3bC26C5.
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such tests without cost sharing.* If people aren’t getting tested out of fear about the cost, it may increase
the spread of COVID-19 and keep the pandemic going longer than it would with adequate testing and
treatment.

2. Employer-Sponsored Insurance Failed at the Worst Possible Time

Another absurdity of our system, where more than half of all Americans depend on insurance provided
through their job, was also laid bare by COVID-19 pandemic. Americans are always at risk of losing
coverage through job loss, especially during an economic downturn and catastrophically so during a
downturn caused by a global pandemic. Around 22 million Americans lost their job due to the first wave
of COVID-19, meaning millions also lost their insurance during a global pandemic.’

Compounding the overall uninsured and underinsured rates is that many industries deemed to be
essential—and thus are unable to be done from home—have among the highest uninsured rates for their
employees. A Public Citizen analysis found high rates of uninsured workers across several industries
deemed essential . Prior to the pandemic, more than half of all agricultural workers were uninsured, while
around one in four workers across construction, home care, and restaurant workers lacked insurance.

Even before COVID-19, paying for health insurance coverage for their workforces was a huge burden for
employers, hurting their competitiveness. If an employer does not provide insurance to its employees, it
may struggle to attract and retain top-level talent. And if an employer does choose to provide health
insurance, the rising annual costs may mean fewer wage increases, less generous plans, cuts to other benefits
or perhaps even challenges to their ability to stay in business.

Small businesses — which have been hit hard by COVID-19 — were already facing particular challenges
providing health insurance on top of those faced by other companies. Because of their size and the lack of
economices of scale, small businesses often struggle to afford insurance for their employees. They face a
significant disadvantage when negotiating with insurers and end up paying higher prices than larger
companies. For example, one study found that employers with fewer than 10 employees face premiums
nearly 20% higher, for the same benefits, than those paid by large businesses, and employers with 10 to 25
employees can expect to pay around 10% more.”

II. MEDICARE FOR ALL WOULD ENSURE GUARANTEED ACCESS TO NEEDED
CARE

1. Medicare for All Would Guarantee Comprehensive Benefits

Medicare for All offers the most comprehensive benefits of any health reform proposal and builds those
benefits on a strong, existing foundation. By improving Medicare and expanding it to everyone in the

4Nick Paul Taylor, CMS Moves to Stop COVID-19 Testing Denials, Cost Sharing in Private Plans, MEDTECH DIVE (March 1,
2021), https: //bitly/3t3520e.

SJonathan Ponciano, It Could Take 4 Years to Recover The 22 Million Jobs Lost During Covid-19 Pandemic, Moody’s Warns,
FORBES (November 30, 2020), https: //bitly/3rGvY5U.

SpuBLIC CITIZEN, HOLES IN THE SAFETY NET, 1 (October 2020), https: //bitly/3rF6s16.

“Claire Martin, In the Health Law, an Open Door for Entrepreneurs, THE NEw YorK TIMES (November 23, 2013),

https: //nyti.ms/20463R5.
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United States, Medicare for All would finally allow everyone in America to access the care they need,
when they need it. Studies have shown that Medicare patients have 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. '’

Expanding access to medically necessary care, including preventive services, would reduce the incidence
of many preventable diseases and allow earlier treatment for a variety of illnesses. This, in turn, would
reduce both personal and system-wide spending on treating preventable illnesses and would allow
treatment of illnesses at earlier stages, when they are cheaper and easier to treat. Far too many Americans
are unable to get the care they need because they are uninsured or underinsured. By eliminating out-of-
pocket costs, Medicare for All would ensure access to needed care for everyone in the United States.
Studies have found that out-of-pocket costs cause consumers to decrease their use of potentially important
health care.!!

Medicare for All would also improve provider choice for all Americans by allowing people to choose
their doctor and hospital, as every provider and hospital would be “in-network.” Currently, Americans
must spend inordinate amounts of time figuring out which providers are in-network versus out-of-
network. For example, more than one-third of Medicare Advantage enrollees have to deal with narrow
networks—defined as including less than 30 percent of physicians in a given county.'?

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 difficulty 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.' Seniors also struggled to access vision services,
with over 40 percent of Medicare beneficiaries with vision impairment reporting they had not received an
eye exam in the past year and, among people who did receive care, beneficiaries reported paying around
60 percent of the cost of vision services out of pocket.'*

2. Medicare for All Would Provide Access to Long-term Care

Another important benefit of Medicare for All is that it would also ensure access to long-term care for
everyone in the U.S. This would improve patients’ quality of life while also bringing down the cost of

8CRISTINA BoccuTi, CHRISTINA SWOOPE, ANTHONY DAMICO AND PATRICIA NEUMAN, KAISER FAMILY FOUNDATION,

MEDICARE PATIENTS’ ACCESS TO PHYSICIANS: A SYNTHESIS OF THE EVIDENCE, at 2 (December 2013), https: //bitly/2D6KFtl.

9Id. at 3.
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11Zarek C. Brot-Goldberg, et al,, What does a Deductible Do? The Impact of Cost-Sharing on Health Care Prices, Quantities,
and Spending Dynamics, 132 THE QUARTERLY JOURNAL OF EcoNomics 1261-1318,1261 (2017).

12GRETCHEN JACOBSON, ET AL., KAISER FAMILY FOUNDATION, MEDICARE ADVANTAGE: HOow ROBUST ARE PLANS’ PHYSICIAN NETWORKS?, at 4
(October 2017), https://bitly/2D714Ri.
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care, as more people would be able to receive care in their homes instead of in expensive institutions, like
nursing homes. Medicare for All would ensure 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, 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 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.

3. Medicare for All Would Protect Patients

Our for-profit health care system does a better job protecting investors than it does protecting patients.
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

15ERICA L. REAVES AND MARYBETH MUSUMECI, KAISER FAMILY FOUNDATION, MEDICAID AND LONG-TERM SERVICES AND SUPPORTS: A
PRIMER, at 3 (December 2015), https: //bitly/2CAzEPY.
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18[rene Papanicolas, Liana R. Woskie and Ashish K. Jha, Health Care Spending in the United States and Other High-Income
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excessive out-of-pocket costs that they cannot afford to use their coverage—rose from 10 percent in 2003
to 25 percent in 2016.%

Rising out-of-pocket costs, such as co-pays and deductibles, contribute to many Americans facing
challenges affording the care they need. 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.

III. MEDICARE FOR ALL WOULD CONTROL HEALTH CARE COSTS AND REDUCE
WASTEFUL SPENDING

1. Medicare for All Would Reduce Overall Health Care Spending

In the United States, we spend $4.1 trillion, or more than $12,530 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
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.” Most of these studies found considerable 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
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12 months were 10 percent or more of household income (or 5 percent of household income for households making less
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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 number of people
covered by Medicare, including tens of millions of Americans who are currently uninsured, and amount
of care provided, as Medicare for All would mean previously underinsured Americans would finally be
able to afford health care, would be more than offset.* These savings would be achieved by reducing
administrative waste and through harnessing the federal government’s negotiating power to bring down
the price of care, including setting global budgets for institutions.

2. Medicare for All Would Reduce Wasteful Spending on Administration

In the 1980s our nation’s health care 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.>

Costs relating to managing health insurance are a major factor behind 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 administrative
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 >
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3. Medicare for All Would Reduce the Cost of Prescription Drugs and Medicare Services
through Negotiation And Global Budgets

The prices Americans pay for prescription drugs are outrageously high compared to similar countries.
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 spending of all 11 countries.>” Further, an analysis
by The Wall Street Journal 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.?

Comprehensive negotiation on behalf of the entire U.S. population is therefore important benefit of a
Medicare for All system. It would be a big improvement on the current Medicare program, which is
prohibited from negotiating lower drug prices on behalf of the nation’s seniors.* In contrast, the Veterans
Health Administration (VHA) negotiates the price of drugs for the veterans it serves. As a result, veterans
pay much lower drug prices than the general public. A 2015 study found 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.*!

In addition to high drug prices, the cost of common medical 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 a massive amount of waste from unnecessarily high prices. Under Medicare for
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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.

Global budgets under Medicare for All would help ensure more rational prices for services. These
comprehensive budgets — negotiated between the government and health care institutions (such as
hospitals and nursing homes) — help control spending while ensuring Americans have 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
1t.

Institutions are currently incentivized to maximize revenue by undertaking expensive renovations and on
purchasing brand-new health care technology that can cost millions of dollars for a single machine. Under
global budgeting, such purchases would be funded separately from an institution’s operating expenses by
creating a separate budget for capital expenditures. Capital purchases impose upfront costs on providers.
As previously noted, 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 new
technology or building fancy new hospital wings, city and regional capacity would be considered to ensure
access to needed care across the country.

Iv. CONCLUSION

Once enacted, enrollment for Medicare for All would be similar to traditional Medicare but would happen
at birth, establishment of residency, or other similar circumstances. Everyone in the United States would
finally be covered and would remain covered throughout their lives. No one would experience loss of
insurance when they change or lose a job or go back to school.

Under Medicare for All, our health care system would focus on health and wellbeing instead of generating
profit and revenue for wealthy insurers. Hospitals, including many rural hospitals, would have the funds
they need to serve their communities. Patients could get the long-term care they need in the setting of their
choice. The U.S. would finally be able to ensure sufficient funding for public health, including future
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pandemics. And the nation could finally begin addressing massive health disparities in a comprehensive
way.

As the pandemic has shown, everyone depends on the health care system throughout their lives. Whether
we face a public health emergency like a global pandemic or simply need to meet routine medical needs,
Medicare for All would ensure necessary treatments are available to everyone regardless of their ability to

pay.

There would be no out-of-pocket costs or sudden loss of coverage, for example, due to unemployment, to
get in the way of Americans receiving the care they need. Small businesses would not be further stressed
by providing health care for their employees. In addition, under Medicare for All, Americans would have
the freedom to choose a doctor or hospital to receive care wherever is most convenient during a crisis,
instead of facing the additional burden of finding providers within narrow private insurance networks which
may get overwhelmed during a pandemic.

While Public Citizen has been fighting for single-payer health since our founding over 50 years ago, we
believe that the COVID-19 pandemic should serve as a crucial impetus for the U.S. to do to finally do what
every other peer nation has already done, provide guaranteed universal health care.

Thank you again for the opportunity to provide comments for this historic hearing. For questions, please
contact me at ekemp@citizen.org.
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May 12, 2022

Dear Chairman Sanders, Ranking Member Graham, and Members of the Senate Budget Committee:

In light of your upcoming hearing entitled, “Medicare for All: Protecting Health, Saving Lives, Saving
Money,” we urge you to resist any new steps towards socialized healthcare. The Committee’s hearing is
another opportunity for the Left to promote a government takeover of the American healthcare system. The
proposal, called “Medicare for All,” replaces private insurance with government as the single payer.

An expansion of government healthcare would lead to extensive middle-class tax hikes and would reduce
Americans’ access to care.

Medicare for All Would Lead to Trillions in Middle-Class Tax Hikes
Fourth Floor

By Chairman Sanders” own admission, Americans making more than $29,000 per year would pay more in
Wiashingtor taxes under Medicare For All.

These tax hikes would hit American families at every income level and businesses large and small. The
proposal_increases taxes by $14.3 trillion over the next decade. This would pay for roughly half of the cost of
single payer healthcare, which costs between $32 trillion and $36 trillion according to estimates.

The list of proposed tax hikes include:

¢ A New, 4 Percent Employee Payroll Tax. This would impose another 4 percent payroll tax on
employees which he calls an “income-based premium paid by employees.” This increases taxes on
American families and individuals by $3.9 trillion.

www.atrorg

* A New, 7 Percent Employer Payroll Tax. This would impose another 7 percent payroll tax on
employees which he calls an “income-based premium paid by employers.” This is a $3.5 trillion tax
increase over ten years.

¢ Eliminating Health Tax “Expenditures.” The proposal would ban employer-provided insurance
and repeal the deduction for health care, increasing taxes on businesses by over $3 trillion over a
decade.

e This proposal would also repeal Health Savings Accounts, which are utilized by an estimated 25
million American families. These tax advantaged savings accounts largely benefit the middle class —
roughly half of all HSAs are owned by families earning between $60,000 and $200,000. The deduction
for cafeteria plans and the medical expense deduction is also eliminated. In all, this will increas s
on families and businesses by $4.2 trillion.

e 70 percent top tax bracket for ordinary income and capital gains income. This would give
America the highest income tax rate in the world. According to the Tax Foundation, a top 70 percent
rate for ordinary income and capital gains income above $10 million will raise $51.4 billion over a
decade. After accounting for macroeconomic effects, the proposal would actually cost the government
$63.5 billion because the proposal suppresses investment and economic growth.

e 77 Percent Death Tax. This would raise the death tax rate to 77 percent for inheritances. Under the
proposal, the death tax would kick in at $3.5 million with a rate of 45 percent. This proposal will
increase taxes by $315 billion over ten years.

¢ Wealth Tax. This would impose an annual wealth tax of 1 percent kicking in above $21 million in
assets. This proposal will increase taxes by $1.3 trillion over ten years.
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e Bank Tax. This would impose a tax on financial institutions totaling $800 billion over ten years.

* Broaden the Self Employment Tax. This would require business owners to report more of their
business income as salary, increasing the amount of self-employment tax owed. This would increase
taxes by $247 billion over ten years.

This plan would undoubtedly be footed by middle-income taxpayers, with estimates showing the program could
raise taxes by $26.000 per household per vear.

Medicare for All Would Reduce Americans’ Access to Care

Medicare for All promises to eliminate the employer-based coverage which more than 180 million
Americans rely on, even with about 81 percent of those people being satisfied with their coverage.

This proposal goes even further left than most foreign versions of socialized medicine. Canada, for example,
has about 30% of its healthcare spending coming from the private insurance market; the proposal would have
none.

Further, countries which have gone down a path of government control and socialized medicine haven’t just
seen higher costs; they’ve seen longer waits and dangerously poor care. In 2018, the UK’s National Health
System (NHS) cut or restricted access to 17 medical operations which they deemed ‘unnecessary’ in order to cut
costs. In every country where it’s been tried, a single-payer system eliminates choice and gives government the
power to make healthcare decisions for regular people, often to their detriment.

In addition to poor care and long waits, socialized medicine would also reduce innovation, thus limiting future
access to lifesaving, life-changing treatments. The U.S. is currently a world leader when it comes to medical
innovation. According to r rch by the Galen Institute, 290 new medical substances were launched worldwide
between 2011 and 2018. The U.S. had access to 90 percent of these cures, a rate far greater than comparable
foreign countries. By comparison, the United Kingdom had access to 60 percent of medicines, Japan had 50
percent, and Canada had just 44 percent.

We urge you to resist any steps towards socialized medicine or Medicare for All This system would lead
to massive tax increases on middle-income Americans, would reduce access to quality care, and would decimate
medical innovation.

Onward,

.

Grover G. Norquist
President, Americans for Tax Reform
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‘ AMERICANS FOR
(‘i"‘) PROSPERITY

Hearing on Medicare for All

Submission for the Record
Senate Budget Committee

May 12, 2022
Chair Sanders, Ranking Member Graham, and distinguished members of the Committee:

Americans for Prosperity is pleased to submit this submission for the record on the important topic of
health reform options, including Medicare for All. Our basic views in this area generally align with those of
skeptics of Medicare for All, including today’s panelists from the Mercatus Center and the Galen Institute.

About AFP

AFP is a national grassroots activist organization that works to empower every person to earn success,
contribute to his or her community, and live a productive, meaningful life. AFP chapters in 35 states and
Washington, together with thousands of activists across the country, advocate for a society of equal rights,
openness, and mutual benefit based on the time-tested principles of human progress. We believe individual
liberty, free enterprise, and bottom-up solutions offer the best way to meet people’s needs.

Our health care vision

AFP works to create a health care system that continuously delivers better care at lower cost through
markets rather than mandates. We believe markets work in health care when we let them. We hold that
the best way to improve the welfare of patients is to let doctors, nurses, hospitals, manufacturers, and
retailers compete freely in a robust, well-regulated marketplace, offering the best health care products and
services at the best prices that meet patients’ needs and respect patients’ rights and preferences. We call
this vision a “personal option,” and in this submission for the record, we would like to outline some of the
principles and reforms we believe are essential to making a personal option a reality.

The current system

What problem does Medicare for All, or single-payer health care, seek to address? Surely it is not universal
coverage since that goal has been effectively achieved in the United States.

Some 98 percent of Americans today are either covered by or eligible for some form of comprehensive,
government-subsidized health insurance. While about 9 percent of Americans are officially uninsured, 7
percentage points of that group are eligible for public or private insurance but simply not enrolled. Just 2
percent of Americans are truly uninsured."
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If we have achieved universal coverage, as a practical matter, why then would we put the government in
charge of everyone’s health care? Surely, not to improve quality. Eliminating private health insurance and
granting the federal government a monopoly over providing standard health benefits to all residents of the
United States would reduce competition. That would lead to lower overall quality, as we can see simply by
looking at the experience of other nations that employ some form of government monopoly health care.

While certainly not perfect, the quality of care in American is generally very high. In many respects,
Americans enjoy the best health care in the world. Our cancer survival rates, for example, are very good™
and continuously improving. We also tend to have shorter surgery wait-times.”

What do Americans want?

When it comes to health care reform, Americans have historically been cautious, preferring incremental
over radical change. That is still true today. Our polling finds 75 percent of Americans are generally satisfied
with their current health care arrangements, and a similar percentage of Americans are not in the market
for major changes or disruptions, preferring instead to fix what's broken in our system while preserving
what works.

That is not to suggest Americans are entirely satisfied. They are not. They think health care costs too much,
they dislike being exposed to high and unpredictable out-of-pocket costs, they complain of the lack of price
transparency, and the complexity and confusion of the system.

We believe these flaws arise because, in American heaith care today the patient is not the consumer, the
patient is the product. Too many important decisions are made for patients instead of by them, by third
parties, from insurance companies to hospital corporations to pharmacy benefit managers and other
middle men that seem to operate without transparency or a true customer focus.

We believe this problem is not caused by the profit motive or market failures, bur rather by a number of
well-meant but misguided government policies that shift power and responsibility from patients to third
parties. This problem has its roots principally in the tax code, but also exists in the structure and incentives
of numerous government programs, regulations, and subsidy schemes. The remedy is not to impose even
more layers of government and bureaucracy, but rather to reform existing policies to give patients more
choice and control. By making health care more like other markets, where the end-user controis the dollars
and the essential decisions, we can increase choice and competition, and thus the quality and the
abundance of medical goods and services, and thus the health, welfare, and happiness of patients and their
families.

To put it more succinctly, we must do two things: empower patients to shop for value as true consumers,
and remove the barriers standing between patients and the medical professional they trust.

Based on our polling and conversations with voters, it’s clear that we Americans want:
)y

e Good insurance at an affordable price

*  Access 1o the latest life-saving drugs at a reasonable price

* To see the doctor of our choice, conveniently and affordably

*  To know how much our care will cost, up front, before we pay for it
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* The choice to try experimental treatments
* And strong government safety nets that protect the vulnerable

In a nutshell, Americans want we call a personal option. A personal option means giving you, the patient,
the choice and control you want, with the quality you deserve, at prices you can afford, from the medical
professionals you trust. Single-payer, government-run health care can never deliver those things.

False solution: Single-payer

Variations of a "public option” or “Medicare for All” have been tried many times, in many countries, and
the resuits are not encouraging.

Peoples in countries with a single-payer system typically experience shortages and bureaucratic rationing.
Access to a waiting list is not access to care. For example, in Canada, where private health insurance is
effectively outlawed, health care is “free,” yet patients pay for it in other ways.”

s Canadians receive fewer cancer screenings than Americans do*" and have higher mortality rates for
certain cancers.™

e The median wait time in Canada for an MRI scan is more than two months — to be treated by a
specialist, more than five months.™

* And while Americans enjoy access to 89 percent of new drugs,” Canadians have access to only 44
percent — Greeks and Spaniards, a mere 14 percent — because their governments deem most

new drugs "too expensive.” ¥

In these systems, people end up paying for their “free” care by being forced to endure needless suffering,
lost income, and preventable death.

During the pandemic, we saw government failures that made it harder to get people the help they needed
- things like providing testing kits that did not work, mask and ventilator shortages for frontline workers,
and rigid state laws that kept hospitals from adding capacity and prevented doctors and nurses from going
where they were needed.

By contrast, the bright spots of the pandemic — vaccines developed in record time, hospitals expanded
overnight, nurses and doctors practicing across state lines, a telehealth revolution — all came about because
policymakers wisely removed barriers between patients and the care they needed.

Realistically, a national single-payer program like Medicare for All would mean massive disruption and
significantly higher taxes for American families, while potentially offering significantly less access to needed
therapies. The Congressional Budget Office estimates that Senator Sanders’s legislation would increase
federal spending by more than $32 trillion over the first ten years.™ That cost must be paid, either in the
form of higher taxes or lower reimbursement rates for doctors, nurses, and hospitals — or a combination of
both.

True Solution: A personal option

So what should we do instead of Medicare for Ali? In the remainder of this submission, we will offer our
suggestions for making a personal option a reality.
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1. Help people, not insurance companies

Health care exists for patients. Government health insurance assistance should go directly to patients,
rather than to insurance companies, similar to the way food stamps go directly to low-income families
rather than to farmers or food producers. Congress should adopt more voucher-like approaches to existing
health insurance subsidies, including Medicaid, Medicare, and the Affordable Care Act. it could, for
example, start by adopting such an approach to fill in the so-called Medicaid coverage gap, the 2 million or
so individuals whe live in states that have not expanded Medicaid and who are not eligible for any form of
government-subsidized health insurance. We could take some of the money we currently spend on
Medicaid and deposit it directly into a tax-free Health Savings Account owned and controiled by the
enrollee. Congress would reguire that this assistance be used to pay for health insurance premiums and
legitimate out-of-pocket expenses but would not otherwise dictate how the recipient uses the funds. This
approach would be more compassionate than current, top-down subsidy structures because it would be
more efficient and dignified for the recipient.

2. Promote price transparency

in every market, consumers get to see the price up front — except in health care. We would never tolerate
this at the gas station or grocery store. Unable to shop for value, patients grope in the dark and get hit with
excessive charges and pay for needless middlemen and waste. Health care costs will not come down until
we can see real prices. But how to get there? Some people favor top-down government mandates, forcing
hospitals, insurers, and drugmakers to publish their list prices and their privately negotiated rates. The
Trump Administration tried to do so through aggressive regulatory actions. While we strongly support price
transparency, we do not believe a mandatory approach will actually help consumers in the long run. The
only sure path to price transparency is to empower consumers to make the important purchasing decisions.
When consumers are spending their own money, they shop for value, and prices become transparent
naturally — just as they do at the gas station and the grocery store. A good place to start is to expand and
strengthen special accounts that patients can use to save and pay for health care, tax-free. Such accounts
help level the tax code playing field, effectively giving consumers the same kind of generous tax break for
health care and coverage purchases that currently only employers receive.

3. Expand and strengthen tax-free HSAs

Tax-free Health Savings Accounts heip 30 million American families pay their out-of-pocket medical
expenses tax-free. Why not every family? An HSA is a tool that saves you anywhere between 10 to 40
percent off, each time you make a health care purchase. And it gives you greater control of your medical
decisions. Studies show HSAs help reduce health care costs.® ¥ * £xpanding this option is a prime way to
put consumers in the driver’s seat and bend the health care cost curve downward. Unfortunately, today
only about 10 percent of Americans are able to have an HSA, because the law requires HSA owners to buy
a narrowly defined, high-deductible health plan or HDHP. By removing this needless restriction, we can
allow all Americans to save for health care, tax-free. it would also be desirable to significantly increase how
much people can save in these accounts, as well as the array of items and coverage options they can buy
with them, including, for example, direct primary care subscriptions and health insurance premiums.
Examples of good bills that include these kinds of reforms include Senator Rubio’s and Senator Tim Scott’s
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Health Savings Act {S.380, 2021}, Senator Cruz's Personalized Care Act (5,153, 2021}, and Senator Paul's
Health Savings Accounts for All Act {$.4367, 2020).

4. Strengthen individual coverage HRAs

Current policy allows employers to set up, and employees to benefit from, special spending accounts known
as individual coverage health reimbursement arrangements or ICHRAs. In addition to facilitating
employees’ out-of-pocket purchases using pre-tax dollars, these innovative accounts also enable
employees to use tax-free money from their employer to buy health insurance that is personally owned
and portable. This is a godsend, including for patients with costly pre-existing medical conditions. Thanks
to ICHRAs, employees can now have the peace of mind that comes from knowing that they don’t have to
lose their health insurance coverage when they change jobs. Congress should reject efforts to eliminate or
water down [CHRAs, and should facilitate educational efforts to increase employers’ awareness and use of
this exciting option.

5. Reduce mandates to make health insurance affordable

Insurance today is often a poor value for money. Thanks to well-meant but misguided mandates, federal
and state, premiums in recent years have doubled, deductibles have tripled, and access to doctors and
hospitals has dramatically narrowed. Happily, with some sensible insurance reforms we can reverse these
harmful trends and actually bring down premiums while preserving protections for people with pre-existing
conditions. Specifically, Congrass should repeat costly, frivolous benefit mandates and ease or eliminate
age-based community-rating price controls, so that more young, healthy people sign up voluntarily.

6. Reduce hospital market consolidation

Hospital services represent about 40 percent of all health expenditures in the United States. In recent years,
hospital market consolidation has accelerated, reducing choice and quality, driving up prices, and tilting the
playing field against physicians. Addressing and reversing this troubling trend requires legislative, judicial,
and regulatory action, including modifications of antitrust laws, or at least modifications of their specific
application. But there are other policy reforms that can help to reduce hospital market consolidation, and
thus to improve the cost, quality, and abundance of hospital services ™ Such reforms include the repeal of
local certificate of need laws and reforms of Medicare to provide for site-neutral payments and an end to
the moratorium on physician-owned hospitals. The latter two reforms are discussed more specifically,
below.

6. Lift the federal moratorium on physician-owned hospitals

Section 6001 of the Affordable Care Act places an effective moratorium on participation in Medicare for
new and expanded physician-owned hospitals {POH}™ This prohibition is unjustified and should be
repealed. Studies show that it unduly and needlessly limits competition and increases costs. For example,
a recent literature review finds, among other things, that orthopedic and cardiac “focused factory” POHs
offer consumers comparable or lower costs and higher quality care compared to other hospitals; patients
with a wide range of serious conditions experience lower in-hospital and 30-day mortality rates in specialty
POHs; patients with orthopedic conditions receive a greater number of conservative preoperative therapies
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prior to invasive procedures and experience shorter stays and lower risk-adjusted complication rates;
general surgery POHs offer higher quality services compared to their competitors; and the cost and quality
of general acute care POHs is not inferior to competitors. ®¥

7. Move to site-neutral payment in Medicare

Medicare payment structures are built around the kind of facility in which care is delivered, rather than
how efficiently and effectively it is delivered. Congress should move to site-neutrality, so that the Medicare
payment for a medical service is the same whether it is delivered in a physician’s office, a clinic, or a hospital
setting. The Centers for Medicare and Medicaid Services issued a rule to accomplish site-neutrality on a
limited basis.®™ Congress should codify this site-neutrality policy and expand it to level the playing field
among providers and remove the financial disabilities for medical professionals who would compete with
hospital systems.

8. Modernize Medicare

Medicare is a popular but expensive and in critical ways outdated insurance product that fails to protect
seniors from catastrophic costs and negatively distorts health care markets. We can do better by America’s
elderly and disabled citizens. Reform need not be partisan or polarized. There are incremental reforms that
modernize and strengthen Medicare to give seniors more freedom and better access to doctors and
therapies at lower cost. Because the private, competitive Medicare Advantage option often offers superior
service with extra benefits at no or low out-of-pocket cost, more than 43 percent of Medicare enrollees
have voluntarily opted into it. To increase competition within Medicare, we believe all new Medicare
enrollees should be auto-enrolled into an affordable Medicare Advantage plan in their area, with a right to
opt into original, fee-for-service Medicare if they wish. To increase competition within the over-65 market
more generally, we believe seniors should be allowed to choose private coverage in lieu of Medicare
without penalty, with reasonable policies to govern how and when they can opt back in, if they wish,
Senator Braun's Fair Care Act (5.4796, 2020} includes a provision to do just that, as does Senator Cruz’s
Retirement Freedom Act {S.275, H.R.1166, 2021}. We also endorse Representative Latta’s Stop Penalizing
Working Seniors Act {H.R.5563, 2021), which enable seniors enrolled only in Medicare Part A to save for
and pay out-of-pocket health care costs, tax-free, through a personally owned and controlled Health
Savings Account.

9. Make Medicaid reform a national priority

if there’s something both sides of the aisle ought to be able to agree on, it's that we must eliminate waste
in federal programs. Medicaid’s improper payment rate has ballooned from 9 percent in 2018 to nearly 15
percent in 2019 and all the way to 21 percent in 2020 — possibly as high as 25 percent. Officially, Medicaid
wastes on the order of $70 billion a year — enough to pay for health care for 12 million adults or 3.6 million
disabled Americans for an entire year,™ Unofficially, the program probably wastes in excess of $100 billion
a year. About 80 percent of these improper payments are due to payments to ineligible persons.™
Meanwhile, the quality of care delivered by Medicaid has long been known to be inferior. Clearly, this
broken program cries out for reform. Medicaid was never meant to be a middle-class entitlement that
displaces private insurance options and busts the federal budget. It was meant to be a safety net. Congress
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should reform it to keep it focused on those who truly need help paying for health care. Congress should
also help the working poor by using some of the money we currently spend on Medicaid as direct deposits
into tax-free HSAs for low-income families.

10. Unleash the potential of telehealth

Telehealth technologies empower health professionals to remotely consult, diagnose, and treat patients
without meeting in-person. Providers can safely and effectively deliver an array of health services through
telehealth including primary care, mental heaith services, and emergency care. Patients can connect with
health care workers through a variety of telehealith technologies including video conference apps, remote
monitoring devices, instant messages, and audio phone calls. The pandemic has dramatically revealed how
telemedicine can reduce costs and infections and ensure that people, especially in underserved rural and
urban communities, can access health care in a timely manner.

A recent nonpartisan study by Americans Prosperity and the Progressive Policy Institute found that over
the duration of the COVID-19 pandemic, the costs of telehealth care fell, suggesting thatin a post-pandemic
world telehealth could help increase access to medical care without increasing costs. ™ Expanding access
to telehealth lowers health care spending by providing patients a low-cost alternative to expensive in-
person care. The popular telehealth platform Teladoc reports the average telehealth consultation costs just
$40. By comparison, the typical cost of an in-person primary care visit is $160. Virtual care also reduces
costs by helping patients avoid expensive hospitalizations. Ascension Health, America's 2nd largest hospital
system, found 60 percent of its telehealth patients would have visited an urgent care clinic or emergency
room if they did not offer virtual care. This decreased costly outpatient services by 33 percent for

i

Ascension’s patients.

Prior to the COVID-19 pandemic, only 134,000 Medicare enrollees received virtual care every week. After
the pandemic emergency reforms took effect, the number of enrollees receiving telehealth increased to
10.1 million, roughly one-third of all fee-for-service Medicare enrollees. Overall, Medicare enroliees
purchased eight percent fewer primary care services between January and June 2020.% From February to
December 2020, the number of telehealth services delivered to privately insured patients increased over
1,500 percent. As a share of all heaith care services, virtual care increased from one percent to 21 percent
during this period

Unfortunately, these important reforms are limited to the COVID-19 public health emergency. As soon as
state and federal officials declare the pandemic over, these harmful telehealth barriers will resume and
patients will lose access to essential virtual care. Our proposed solutions:

1. Remove barriers on paotient locations. Under changes implemented by the CARES Act, CMS
authorized health care providers to deliver care to patients located in any zip code and setting,
including their home.™ Prior to this reform, patients could only receive telehealth services from
select health care facilities in rural areas.

2. Remove barriers on provider locations. Under the CARES Act, CMS announced that health care
practitioners can deliver telehealth from an expanded array of facilities, including Federally
Qualified Health Centers, Rural Health Centers, and their own homes. ™
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3. Expand the list of telehealth services. Starting March 1, 2020, CMS announced that health
professionals can deliver approximately 240 additional telehealth services to Medicare recipients,
including mental heaith consultations, home health visits and emergency care *#

4. Expand the list of telehealth providers. Prior to COVID-19, federal law authorized only nine types of
health care providers to deliver telehealth services. ™" Fortunately, the agency expanded the list
of telehealth provider-types to include all practitioners who are currently authorized to deliver in-
person care to Medicare recipients, including physical therapists, occupational therapists, and
speech language pathologists.™*

5. End technology restrictions on telehealth. Under the Cares Act, CMS authorized practitioners to
deliver telehealth through audio-only phone calls.®™ In addition, the Office for Civil Rights {OCR}
issued guidance allowing health care providers to deliver telehealth through any non-public facing
telecommunication platform, including Zoom, Apple FaceTime, and Skype ¢

6. Allow teleheafth across state lines. Prior to COVID-19, federal law prohibited health care
practitioners from delivering telehealth to patients across state lines.” Fortunately, CMS issued a
waiver allowing health care providers to deliver telehealth in states that explicitly authorize out-of-
state providers to provide virtual care without an additional license

7. Empower insurers to offer comprehensive telehealth coverage. Before COVID-19, federal law
prohibited insurers from waiving deductibles for telehealth services for individuals with high-
deductible health plans (HDHPs) associated with tax-free HSAs. Fortunately, the CARES Act allows
insurers to offer telehealth services free of deductibles for individuals covered by these plans. ™
Examples of positive legislation in this area include Sen. Manchin's Protecting Rural Telehealth
Access Act (5.1988, 2021), Senator Tim Scott's Telehealth Modernization Act (5.368, 2021}, and
Senator Schatz’s CONNECT for Health Act of 2021 (5.1512, 2021},

11. Allow association health plans

Letting individuals and businesses band together to buy affordable coverage at group rates should be a no-
brainer. Large businesses get such discounts, why not small businesses as well? Unfortunately, a federal
court recently ruled that the U.S. Department of Labor does not have authority to clarify existing rules to
permit AHPs federally. Therefore, congressional clarification is needed. Examples of good bills to do so
include Senator Kennedy's Association Health Plans Act {5.896, 2021) and Senator Paul's American
Healthshare Plans Act {$.3610, 2020).

12, Allow “truth in medicine”

The UW.S. Food and Drug Administration imposes a speech restriction on drug manufacturers barring the
sharing of scientific information with doctors about possible uses of drugs outside the current limits of the
drugs’ labeling — even when the information is truthful, non-misleading, and potentially life-saving.
Congress should rescind this harmful gag rule ™

13. Speed up FDA drug approvals

The pandemic and Operation Warp Speed have shown that a speedier FDA gets more life-saving drugs and
medicines to people more quickly. It takes 10 to 15 years and $2.6 billion on average to bring a new drug
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to market.™" Some drugs are approved in the United States only many years after they were approved
overseas. Patients suffer and die needlessly. We can reduce this needless suffering and expense without
harming patients by requiring FDA to recognize drugs and devices that have been approved by advanced
countries we trust, Senator Cruz’s RESULTs Act {S.154, 2021} would do just that. Another excellent proposal
is Senator Braun’s Promising Pathway Act (5.1644, 2021).

14. improve Medicare drug coverage

There is bipartisan support for helping Medicare enrollee’s deal with prescription drug costs by capping
their total Part D out-of-pocket cost exposure and eliminating the infamous “donut hole” coverage gap.
AFP supports these sensible reforms to help make prescription drugs more affordable.

15. Promote generic drug competition

Robust generic competition is critical to ensuring that costly medications and therapies become affordable,
without harmful government price controls or infringing the just rights of inventors. it’s time to end pay-
for-delay schemes, patent evergreening, and abuse of FDA citizen petitions. Good places to start include
Senator Crapo’s Lower Costs More Cures Act (H.R.19, 2021)**" and Senator Wyden's and Senator
Grassley’s Prescription Drug Price Reduction Act {5.2543, 2019, and $.4199, 2020),»%

16. Legalize drug importation

Another way to put downward pressure on pharmaceutical costs is to legalize drug importation from
abroad. The current restrictions on such importation unduly limit Americans’ choices. While the
pharmaceutical industry objects that such a reform would merely “import foreign price controls” into our
country, it would actually put pressure on those countries to relax their price controls, which would be
good for everyone. Importation should be aliowed for individuals and importers, and not just governments.

17. Encourage pro-consumer state-level reforms

Not ail reforms can be achieved solely at the federal level. Some require action by the states. The following
state-level reforms are included in this discussion, not only for completeness, but because, in many cases,
Congress can help support the states.

18. Liberate direct patient care

Direct patient care, also known as direct primary care, is a great new option that lets patients pay a flat fee
for unlimited access to a primary care doctor and preventive services, with no insurance-company middle
man. It's fike a monthly Netflix subscription to your most trusted doctors. AFP supports legislation to
legalize DPC at the state level, and encourages Congress to enact federal legislation to allow people to use
their tax-free HSA and HRA funds to pay for DPC subscriptions out-of-pocket.

18. Strengthen access to short term renewable health plans

Short term renewable health insurance plans can be dramatically more affordable than traditional plans,
up to 50 to 80 percent more affordable, because they are offer a streamlined, temporary option
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unburdened by excessive government mandates that drive up costs. While not a substitute for permanent
coverage, these federally defined and state-regulated plans are an important option that everyone should
have access to. About a dozen states have restricted them so severely, they are either unavailable or
unaffordable. Five states have essentially outlawed them. Yet a recent study shows the only states where
individual market premiums have increased since 2018 are the five that effectively prohibit these plans
{California, Massachusetts, New lersey, New York, and Rhode island}). Meanwhile, that states that allow
short-term plans have lost fewer enrollees in the individual market, have had far more insurers offer
coverage in the market, and have had larger premium reductions since 2018.*% Those hostile laws shouid
be repealed, and we encourage states to conform their policies to current federal policy, which allows a
plan duration of up to 12 months and renewable for a total of 36 months. Congress, meanwhile, should
codify that existing policy while also allowing tax-free HSA and HRA funds to be used for short term plans.

20. Liberate hospitals to expand and compete

You shouldn’t need a government permission slip or a political connection to provide a new medical service,
purchase hospital equipment, or build a new facility. Local CON laws require government approval before
private entities can do these things. Often, existing market participants have a veto over new entrants. Such
protectionism harms patients and reduces the resilience we need to respond quickly to a crisis like COVID-
19. A veritable mountain of studies and papers show that CON laws drive up costs and reduce quality, and
that repealing them saves lives.¥ While Congress wisely repealed the federal CON law back in the 1980s,
and thus has no cause for federal legisiation in this area, it can and should provide oversight on the issue,
as well as moral support for state-level efforts to end this harmful protectionism.

21. Let nurses deliver the care they're trained for

The nearly 80 million Americans who do not have sufficient access o a health care provider would be
served better if medical professionals like nurse practitioners were allowed to practice to the full extent of
their education and training without having to pay a physician for the privilege. Senator Paul's Coronavirus
Regulatory Repeal Act {5.969, 2021} would make this and similar pandemic reforms permanent, while giving
Congress and federal regulators a chance to carefully review and block changes that would not be in
patients’ best interest.

22. Let doctors and nurses practice across state lines

The pandemic showed the vital importance of allowing doctors and nurses to care for out-of-state patients,
including via telehealth. State and federal policies that effectively limit health care professionals to
practicing within the borders of a single state reduce consumer choice, interstate competition, and the
quality of care. States should amend their laws to automatically recognize out-of-state health professional
licenses. And while federal programs including Medicare should respect state jurisdiction and policy
choices, such programs should be reformed where possible to facilitate interstate care delivery. For
example, Congress should make permanent Medicate policies adopted during the pandemic that allow
state-licensed doctors and nurses to treat patients in and from other states.

Conclusion
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Qur system needs reforms. But overall, it is a good system. Americans enjoy superior guality and access,
and, as a practical matter, universal coverage. Most are satisfied with their current coverage and are not
fooking for a radical overhaul. Instead, they want to fix what's broken and preserve what works. Instead of
Medicare for All, or a public option, or further expanding existing government programs, Congress should
enact a personal option that gives patients the choice and control they want, with the quality they deserve,
at prices they can afford, from the medical professionals they trust. AFP stands ready to help you achieve
this exciting vision.
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COUNCH.fOI‘ Thomas A. Schatz, President
gITIZENS 1100 Connecticut Ave., N.W., Suite 650
GAINST Washington, D.C. 20036
GOVERNMENT ceagw.org
WASTE
May 12, 2022

Senator Bernie Sanders

Chairman, Senate Committee on the Budget
Senator Lindsey Graham

Ranking Member, Senate Committee on the Budget
624 Senate Dirksen Office Building

Washington, D.C. 20510

Dear Chairman Sanders and Ranking Member Graham,

The title of the Senate Budget Committee hearing, “Medicare for All: Protecting Health,
Savings Lives, Saving Money,” scheduled for Thursday, May 12, could not be more misleading
and inaccurate. Expanding a program that will be insolvent in four years will not save money or
lives or protect anyone’s health. On behalf of the more than one million members and supporters
of the Council for Citizens Against Government Waste, rather than proposing to expand
Medicare, I urge the committee to be focused on reforming Medicare.

Medicare Part A assists in paying for inpatient hospital services, hospice care, skilled
nursing facilities, and home health services associated with hospital stays. The 2021 Medicare
Trustees Report estimated that Part A will be depleted in 2026, the same date as the 2020 report.
Congress must address this financial shortfall to minimize the negative impact on taxpayers and
patients. Most proposals to “fix” Medicare include spending cuts, tax increases, and increasing
the age of eligibility. None of these solutions are patient-centered and put individuals on
Medicare at risk.

Government-run healthcare systems like Medicare for All lead to price controls,
rationing, and long waiting lists to see a specialist or have surgery. There is a better way than
adopting socialized medicine under which government bureaucrats and politicians decide what
doctors patients can see and what treatments they can receive. Citizens Against Government
Waste’s 2021 report on government-run healthcare describes how this system would harm
patients and eliminate consumer choice. Rather than Medicare for All, a free market approach to
healthcare reform is essential to allow Americans retain control over their healthcare choices,
with numerous options for coverage, and greater opportunities for more innovation. These ideas,
among others, are included the Consensus Group’s “Health Care Choices 2020: A Vision for the
Future.”

Medicare for All would expand Medicare to include all Americans, putting millions on
government assistance and distorting the private insurance market. A Mercatus Center analysis
estimated that Medicare for All would increase federal budget commitments by $32.6 trillion
during its first 10 years of full implementation (2022—2031), assuming enactment in 2018. After
analyzing a single-payer system, the Congressional Budget Office projected that
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federal subsidies would cost $1.5 trillion to $3 trillion higher in 2030 than under current law
during the same year.

T urge you to reject Medicare for All and work instead to eliminate the waste, fraud, and
mismanagement in the current program. Errors, false claims, and overprescribing or
overcharging for Medicare services causes more than $60 billion in annual losses. Instead of
addressing this mismanagement, supporters of Medicare for All wish to expand this failing
government program and steer all Americans toward government health insurance.

Instituting a national one-size-fits-all health care system like Medicare for All will be a
detriment to public health and the taxpayers. Congressional spending at current levels is
unsustainable and expanding underfunded programs like Medicare is irresponsible and reckless.
1 strongly urge you not to support Medicare for All or any other government-run healthcare plan.

Sincerely,

7;»4.50%’
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FreedomWorks

May 12, 2022

Oppose Medicare for All

On behalf of FreedomWorks’ activist community, I urge opposition to Medicare for All and any form of
socialized medicine.

Medicare-for-all ultimately seeks to abolish private health insurance and would put us on a fast track
toward placing all Americans on government-run health insurance. No longer would Americans be able to
switch providers to get a better deal. There would be only one deal -- you, locked into whatever some
bureaucrat decides is best for you.

At the same time, wait times at hospitals increase, and drug supplies become scarce under
government-run health care. Premiums and deductibles would skyrocket at a faster rate than during
Obamacare.

No longer are Democrats pretending to peddle the lie that President Obama told our country about
Obamacare: “If you like your healthcare plan, you can keep it.” Instead, they are embracing the idea of
taking health decisions away from the American people and forcing them into a socialist scheme similar
to many of those in Europe.

According to the Urban Institute, single-payer health insurance would cost $32 trillion over ten vears.
Such a plan would require massive tax hikes that hit the middle class. The Congressional Budget Office
(CBO) warned that “patients might face increased wait times and reduced access to care” under a
single-payer plan. In other countries, like England, that is a reality where wait times for surgeries recently

reached a ten-vear high.

For these reasons, I urge you to vigorously oppose any proposal that would move the United towards a
single-payer system.

Sincerely,

/

Adam Brandon
President, FreedomWorks



183

Medicare For All would
mean worse care for all

BY MICHAEL F. CANNON, OPINION CONTRIBUTOR -
05/04/22 5:00 PM ET

Senate Budget Committee Chairman Bernie Sanders (I-Vt.) has announced that as
early as next week, his committee will hold a hearing “on the need to pass a Medicare
for All single-payer program.”

Sanders gets an “A” for passion, but an “F” in compassion.

The non-partisan Congressional Budget Office has cautioned that Sanders’ Medicare
for All bill would create “a shortage of providers, longer wait times, and changes in the
quality of care.”
ADVERTISING

Indeed, the non-partisan Medicare Payment Advisory Commission has warned since at
least 2003 that Medicare’s approach to health care quality “is largely neutral or
negative.” Enrolling 330 million people in the program would only make the problem
worse.

Thankfully, there is a (potentially bipartisan) way to reverse Medicare’s negative impact
on quality: Apply “public option” principles not to the private health insurance market but
to Medicare, where this traditionally Democratic idea would dramatically increase choice
and competition.

Since 1965, Medicare has paid providers more for low-quality care than for high-quality
care. For example, in 1995, Utah’s Intermountain Health Care reduced mortality by
improving how it treated pneumonia. Medicare rewarded those quality improvements by
paying Intermountain /ess.

In 1999, Duke University developed a better way to treat congestive heart failure.
Medication adherence increased. Hospitalizations fell. Resource use fell by half. Again,
Medicare (and private insurers with similar payment rules) responded by reducing
payments. Duke eventually had to shutter the program for lack of funds.

In 2002, Whatcom County, Washington improved glucose management for diabetics
and stabilized congestive heart failure patients, saving $3,000 per patient. The county
ended up shuttering the program for the same reason Duke did.
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Need more evidence?

In 2009, Medicare reduced payments to Texas’ Baylor Medical Center after the

system cut heart-failure readmissions in half with no increase in mortality. Hospitals can
nearly double net revenues if a Medicare patient develops post-operative complications.
Medicare pays hospitals nearly $3,000 more per patient when low-quality care leads to
more post-acute care and readmissions. Medicare paid a large urban hospital system
more when it allowed urinary-tract or bloodstream infections than when it prevented
them.

It doesn’t have to be this way.

In the mid-1990s, Group Health Cooperative of Puget Sound improved diabetes care
with an “average cost savings [] of $685-$950 per patient per year.” Group Health’s
different payment rules—which markets developed a century before Congress enacted
Medicare—allowed it to profit from those quality improvements.

What Sen. Sanders doesn’t get is that medicine is so complex, no single payment
system can promote all aspects of health care quality. Locking in any single set of
payment rules—as a single-payer system by definition must—will always reward low-
quality care and penalize progress.

Competition drives providers to improve all dimensions of quality—even those their own
payment rules discourage. Improving care across the board requires letting all varieties
of payment rules compete on a level playing field.

Public-option principles demand exactly that: a level playing field where consumers are
the ultimate arbiters of quality and efficiency. Public-option supporters want a new
government program to be one of the competitors.

But there’s no need for a new program. Traditional Medicare is a government-run plan
that already competes against private insurers. Economist Mark Pauly explains that
Medicare “is essentially a risk-adjusted voucher program” that lets enrollees choose
between a public option and private Medicare Advantage plans.

That playing field, however, is anything but level. Congress bars certain plans,
encourages excessive coverage, and penalizes high-quality coverage. It further violates
public-option principles by offering larger subsidies to healthy enrollees if they choose
Medicare Advantage, and to sicker enrollees if they choose traditional Medicare.

Public-option principles demand eliminating all such distortions. Most important, they
require that each enrollee’s subsidy neither rise nor fall depending on which health plan,
or how much coverage, he or she chooses. Only one type of subsidy can do that:

cash.



185

Public-option principles require that Medicare mirror Social Security, which gives

enrollees cash and trusts them to spend it. In 2022, Medicare will spend enough to give
each enrollee an average cash subsidy of $12,100. Income- and risk-adjustment would
give poorer and sicker enrollees thousands more to ensure they could afford coverage.

Enrollees would spend that money better than government bureaucrats do. Evidence
shows that cost-conscious patients force providers to reduce prices and that when
seniors control their health decisions, even those with cognitive

limitations make good choices.

While Medicare for All would condemn generations to low-quality care, applying public-
option principles to Medicare would improve health care through choice and
competition. It's a Democratic idea even Republicans can love.

Michael F. Cannon is director of health policy studies at the Cato Institute and coauthor
of “Would ‘Medicare for All’ Mean Quality For All?” (with Jacqueline Pohida, AGPCNP-
BC, Quinnipiac Health Law Journal, 2022).
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Democrats seize on cherry-picked claim that
‘Medicare-for-all’ would save $2 trillion

Analysis by Glenn Kessler
Staff writer
August 7, 2018

Share

“We know that Medicaid expansion and Medicare-for-all actually save this state and
this nation $2 trillion if it were fully implemented.”

— Andrew Gillum, Democratic candidate for Florida governor, in a primary
debate, Aug. 2, 2018

This fact check has been updated

As our colleague David Weigel reported, Democrats have latched onto the catchy idea of
“Medicare-for-all” (also known as M4A) as a way of expressing their support for
universal health care.

On July 30, the Mercatus Center at George Mason University released a working

paper on the 10-year fiscal impact of the Medicare-for-all plan sponsored by Sen. Bernie
Sanders (I-Vt.), which would transition everyone in the United States from a mostly
employer-provided health system to Medicare over four years. The report was written
by Charles Blahous, a former economic adviser to George W. Bush and a public trustee
for Social Security and Medicare from 2010 through 2015.

Gillum, the mayor of Tallahassee, was quoted in Weigel’s article as having touted,
during a debate, a $2 trillion cost-savings figure that is in the report. Sanders, too, has
tweeted about this $2 trillion number, sarcastically thanking the conservative Koch
brothers, whose foundation has contributed to Mercatus. “Let me thank the Koch
brothers of all people for sponsoring a study that shows that Medicare for All would save
the American people $2 trillion over a 10-year period,” Sanders says in a video with the
tweet.

But Blahous is crying foul, saying Medicare-for-all proponents are misrepresenting his
findings. Let’s take a look.

The Facts

We often warn readers that you can’t get something for nothing. In the health-care
realm, even relatively small shifts can lead to major dislocation and changes; President
Barack Obama discovered that, to his chagrin. As former Lyndon Johnson White House
aide Joseph A. Califano Jr. once noted, congressional dealmaking during the passage of
Medicaid unexpectedly led to one-third of the Medicaid budget going to nursing homes
— an industry that was literally built on Medicaid funding.

In doing his research, Blahous decided to follow the text of the Sanders plan and assume
that providers — doctors, hospitals, and the like — would face an immediate cut of
roughly 40 percent for the treatment of patients now covered by private insurance.
(Note: an earlier version of this fact check incorrectly included a reference to drug
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companies in the sentence above. The analysis found that drug costs would be $846
billion lower over ten years from an aggressive program to negotiate lower prescription
drug prices but it would not be as much as a 40 percent decline.)

That in theory would reduce the country’s overall level of health expenditures by $2
trillion from 2022 to 2031. But he makes clear that it’s a pretty unrealistic assumption.
In the fourth sentence of the report’s abstract, Blahous wrote, “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.”

Under an alternative scenario, which assumes these cuts cannot be achieved, national
health spending rises even faster than under current law because health-care demand
would increase.

“To lend credibility to the $2 trillion savings number, one would have to argue that we
can cut payments to providers by about 40 percent at the same time as increasing
demand by about 11 percent,” Blahous said.

The main point of his study is being ignored by Democrats — that even by generously
accepting Sanders’s assumptions that he could squeeze providers so much, the plan
would still raise government expenditures by $32.6 trillion. This is in line with a 2016
estimate by the Urban Institute of an earlier version of the M4A plan — that it would
cause federal expenditures to increase by $32 trillion. (Without the provider cuts,
Blahous estimated the additional federal budget cost at nearly $40 trillion over 10
years.)

Sanders has said an earlier version of his plan would add $1.38 trillion a year in new
spending between 2017 and 2026, paid for in part with new taxes on employers and an
income-based premium — an estimate that one analysis in 2016 (disputed by Sanders)
said was underfinanced by $1.1 trillion a year.

Blahous estimates total federal spending under M4A would be closer to $3.3 trillion a
year. (Note: Some readers correctly noted these estimates are for different budget
windows and spending pots and so are not directly comparable.)

“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,” Blahous wrote. (He’s referring only to income tax
collection, not existing Social Security and Medicare payroll taxes.)

Blahous told the Fact Checker: “Every table in the study (Tables 1-5) is very explicit that
the additional costs arising from higher demand are substantially higher than the
potential administrative efficiencies of going to a centralized national health insurance
system. So whenever proponents argue that eliminating private sector insurance profits
and overhead would enable us to cover more people for less money, that conflicts with
the findings of the study.”

Congress has passed cuts to health-care providers that do not come to fruition. Most
famously, the 1997 balanced-budget agreement between President Bill Clinton and the
GOP-led Congress included cuts that Congress deferred for 17 years with an annual
provision known as the “doc fix.” It was finally eliminated under a deal Obama reached
with Congress in 2015, or else providers would have faced a cut of 21 percent. Other
efforts to control spending in Medicare, however, have fared better, including as part of
the enactment of the Affordable Care Act.



188

In 2012, Blahous wrote a study questioning the budget assumptions in the ACA, such as
the political prospects for a tax on “Cadillac” health plans. He turned out to be right: The
tax keeps getting pushed off and weakened. Health-care costs did decline after the
passage of the ACA, but whether that pre-dated the law or not is a subject of continuing
debate.

For the record, Blahous says the Kochs had nothing to do with his research. “It’s
academic research, it goes through a blind review process, and it represents my own
work,” he said. “I choose my own research subjects and follow the facts where they lead.
You'd have to ask someone else about where funding comes from, I don’t follow that and
it doesn’t affect me.”

We shared Blahous’s concerns with Gillum’s campaign, which confirmed that he relied
on the Mercatus study, and received this response: “The Mayor’s a proud supporter of
Medicare-for-All and this study shows the potential for significant savings,” said
communications director Geoff Burgan. “It would be a strong improvement over the
Republicans’ attempts to destroy our current system and rip health care away from
people.”

In response to this fact check, Sanders’s office provided links to several articles,
including in The Washington Post, that reported that Blahous concluded that the
Sanders plan would reduce national health expenditures by $2 trillion. Blahous said
these articles are good examples of the misinterpretation of his research: “It’s precisely
because people have been saying that, that the correction is warranted.”

Note: Regular readers know we often provide links to thoughtful critiques of our fact
checks. Economist Dean Baker, who has written carefully about the cost implications of
shifting to Medicare-for-all, thought we were a little heavy-handed on the Pinocchios.
He noted, however, that “I can sympathize with Kessler’s complaint that the Democrats
aren’t giving the full story.” Other attacks, however, were misinformed or highly
ideological, apparently because Medicare-for-all advocates were upset that our analysis
undermined an effective talking point. The Fact Checker does not take policy positions
but merely outlines the facts. Our analysis was confirmed by fact checks

by FactCheck.org, PolitiFact, the Associated Press and CNN. Blahous, the author, also
wrote a question-and-answer article that explains how advocates have twisted his
research for ideological purposes.

The Pinocchio Test

We don'’t intend to pick on Gillum, who appears to have picked up a talking point that is
circulating among Democrats. But we do want to lay down a marker because this goes
too far.

All too often, politicians mischaracterize conclusions that are contained in academic or
think tank studies. At the Fact Checker, we rely heavily on how a study’s author says the
data should be presented. In this case, it’s clear that Blahous bent over backward to
accept Sanders’s assumptions, only to find they did not add up. Democrats cannot seize
on one cherry-picked fact without acknowledging the broader implications of Blahous’s
research.

Three Pinocchios
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