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OP-ED
A Single-Payer System Would Reduce U.S. Health Care Costs
Ed Weisbart, MD, CPE

We Have Not Yet Solved the Health Care Crisis

The Affordable Care Act (ACA) is introducing insurance reforms that will improve
the lives of millions of Americans, but we need to go much further to solve the crisis
in health care.

Without correcting the fundamental structural flaws in health care financing, overall
health care costs will remain poorly controlled. Though our clinical outcomes are
mediocre by comparison [1], the average per capita cost of health care in the United
States is twice that of other modern nations [2]. Increasingly, these costs are being
borne by patients and government, driving personal bankruptcies and ever more
austere public policies [3, 4]. Under the ACA, 30 million people will still have no
coverage [5], and countless more will have inadequate coverage [1].

For most Americans, the glory days of “Cadillac health plans” are over, if they ever
existed. The declining actuarial value of plans offered by employers means that the
ACA will still leave those who need health care with financial hardships and high
rates of bankruptcy, in spite of the subsidies for premiums and out-of-pocket
expenses. (The actuarial value of a plan is the percentage of a patient’s predictable
costs within the covered list of services that would generally be paid by the insurance
company.) In order to participate in one of the ACA’s new health insurance
exchanges, insurance companies are required to offer at least one “silver” and one
“gold” plan, with 70 percent or 80 percent actuarial value, respectively. An insurance
policy with a 70 percent actuarial value would, by definition, leave patients
responsible for 30 percent of the overall cost of the care on the list of covered
services. Many other medically necessary services, such as home and long-term care,
dental treatment, hearing aids, and basic vision care, will not be covered and are
therefore not captured in out-of-pocket maximums.

Health insurance exchanges are envisioned to function like many familiar online
marketplaces, such as Travelocity or Amazon. The fate of the ACA’s health
insurance exchanges may not be determined entirely until after the upcoming
elections. At the moment, only a handful of states have fully committed to
implementing exchanges [6]. States that do not implement an exchange will have an
exchange implemented for them by the federal government, assuming Congress
allocates the appropriate resources. They will be available on January 1, 2014, for
uninsured individuals and small groups to compare insurance plans.
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Comparison shopping makes sense when buying a product like an automobile, about
which individual preferences vary widely. With health insurance, however, we all
need the same thing: affordable access to high-quality health care. We need to be
able to select our own physicians, but the complexities of selecting an insurance
company distract us from genuinely beneficial health care activities. Given the
currently dominant role of insurers in our health care, the exchanges are a step
forward. But what we need is a leap forward, changing the insurance companies’ role
and allowing us to focus on our health, not our insurance.

In the 6 years since Massachusetts adopted legislation very similar to the ACA, the
cost of health care has continued to drive patients into financial ruin [7]. The state
has achieved nearly universal coverage, but, like the ACA, its legislation has yet to
effectively address cost and sustainability. Its newly enacted cost-containment law
relies heavily on unproven measures such as capitated payments and wellness
programs, offering little promise of success [8].

We will not solve our health care crisis as long as private insurance plays a dominant
role. We should correct the flaws of the current Medicare program and extend this
coverage to all age groups. This approach was well described in 2003 in the
Physicians for a National Health Program’s “Proposal of the Physicians” Working
Group for Single-Payer National Health Insurance” [9].

Major Deficiencies Remain

The Dartmouth Atlas of Health Care has repeatedly documented “glaring variations
in how medical resources are distributed and used in the United States” [10]. They
attribute much of this variation to supply-sensitive care, that is, care determined by
resources and capacity rather than by medical need, and conclude that supply-
sensitive care “accounts for more than half of all Medicare spending” [11], some of
which is of no medical value and a waste of resources.

A second problem is that the uniquely American plethora of private insurance
companies drives a squandering of resources. Legions of staff manage independent
computer systems. Each insurance company devotes an enormous number of
personnel to responding to emerging regulations from a variety of disparate
governmental programs. The expense of this redundancy is considered “overhead”
and passed along to the consumer. The intent behind those regulations could instead
be implemented once, in a single system servicing the entire country.

Each insurance company develops its own programs for utilization management,
prior authorizations, and evidence-based drug formularies to compel the use of that
plan’s preferred vendors and pharmaceuticals, consuming resources but adding little
proven value to health outcomes. No two “evidence-based” formularies have the
same drugs on their lists. It’s virtually impossible for a physician to remember which
low-molecular-weight heparin is preferred by which insurer. Medical groups and
hospitals all dedicate staff to managing within this environment, eroding their profits
and contributing to a demand for higher reimbursement.

898 1irtual Mentor, November 2012—Vol 14 www.virtualmentor.org



Cost-containment efforts today are focused on the back end of delivery, placing
economic pressures on individual physicians and patients who cannot realistically be
expected to pursue systemwide solutions [12]. This is the illogic behind “pay for
performance” and “consumer engagement.”

In a cynical denial of the responsibility for national planning, patients and physicians
are expected to be able to control costs today. Information about the prices of
treatment regimens is seldom available at the point of health care delivery, especially
not for the complex needs of the desperately ill who consume the lion’s share of
resources. It is inhumane to ask someone dealing with the most dangerous phase of a
major illness to attempt a cost-benefit comparison of a variety of therapies and health
care providers.

Furthermore, pretending that health care is a commodity does not make it easier to
reduce it to something simplistic like a spreadsheet comparing airline tickets. Neither
the full cost nor the relevant quality is readily available for comparison-shopping.

The ACA began an important discussion of cost containment through the
modernization of broad systems such as electronic health records, prevention, and
accountable care organizations. While these may hold promise, there is little reason
to anticipate their leading to the savings necessary to reverse the crisis [13, 14].

A Single-Payer System Would Improve Resource Allocation

A single-payer system offers several strategies that have succeeded in other
countries. As Marmor and Oberlander have written, “they may not be modern,
exciting, or ‘transformational.” But they do have the advantage of working” [15].

Consolidate fragmented finances. It’s been said that when you are trapped in a hole,
the first rule is to stop digging. Certainly don’t dig faster.

Profound administrative excesses divert resources into activities that do not improve
health outcomes. They often represent the entire careers of countless highly skilled
and compassionate people who could be spending their time delivering health care
rather than impeding it.

Insurance companies have balked at the ACA’s requiring them to spend at least 80-
85 percent of their revenue on delivery of health care. (In contrast, more than 98
percent of Medicare’s expenditures are clinical [16].) Estimates vary, but one-quarter
to one-third of our current costs are driven by insurance company overhead, profits,
and the administrative costs embedded in clinical settings. Roughly half of these
costs would be recovered under single-payer and could be reallocated to the delivery
of meaningful health care services [17, 18].

A single-payer model would eliminate the inefficiencies of fragmentation by
converting public programs such as Medicare, Medicaid, and CHIP into a single
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administratively efficient financing system. Streamlined billing under single payer
would save physicians vast amounts in overhead [19].

In addition to reduced billing expenses, physicians would also enjoy a meaningful
drop in their malpractice premiums. Roughly half of all malpractice awards are for
present and future medical costs [20], so if malpractice settlements no longer need to
include them, premiums would fall dramatically.

Use bulk purchasing to negotiate lower costs. We spend more but use less of most
services [21] than other member nations of the Organization for Economic
Cooperation and Development. In other words, our prices are much higher [22]. As
health care economist Uwe Reinhardt noted,

prices for identical products or services in the U.S. tend to be, on
average, twice or more than the prices of the same products and
services paid in other countries.... Prices are high here because the
payment side of the health system is so fragmented that few payers
have sufficient market power to bargain for lower prices from an
increasingly consolidated supply side [23].

Drug formularies vary widely among health plans. The medical evidence behind the
formulary selections is the same in Florida and Alaska, yet the drug lists are
sometimes as different as the geography. Although pharmacy benefit managers work
within the boundaries of medical evidence, they also consider the prices they have
negotiated and the local drug market shares on their formulary selections. Any
industry’s power to negotiate prices depends upon its purchasing volume.

Only a single-payer system enables the kind of bulk purchasing of drugs and medical
devices that would give the buyer power. A model for this structure exists today in
the United States: the Department of Veterans Affairs. Due to governmental
authority to negotiate drug prices for the VA, it pays roughly half of the retail price
of drugs [24].

Negotiations with clinicians should ensure adequate reimbursement of expenses plus
fair profits, while ensuring value for taxpayers. A recent careful analysis found that
this model is effective and does not lead to a loss in physician income [25].

Adopt responsible, rather than profit-driven, strategies. The United States has little
national planning of health care resource allocation. Uncontrolled costs consuming
an ever-increasing percentage of the GDP create the appearance of inadequate
resources, but the experience of other nations [20] belies this. Under a single-payer
system, regional planning of resource allocation would be aligned with public health
needs rather than duplicating services and driving up medically questionable
utilization. Investing in health care buildings and equipment for reasons other than
anticipated need duplicates services and drives up utilization. Intelligently planning
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capital investments to match community health care needs is the key to aligning
utilization of services with public health priorities.

According to the Physicians’ Working Group for Single-Payer National Health
Insurance, “Capital spending drives operating costs and determines the geographic
distribution of resources. When operating and capital payments are combined, as
they currently are, prosperous hospitals can expand and modernize while
impoverished ones cannot” [9], threatening the viability of safety-net institutions that
serve vulnerable populations. This self-stimulating relationship is dependent upon
market opportunities, often not the same as public health priorities. Regions with
excess capacity inevitably have excess utilization [10]; better planning could also
ensure adequate capacity in underserved areas. Divorcing capital from operating
budgets eliminates the ongoing pressure to reap future capital growth by limiting
reimbursement to clinicians. Capital, operating, and educational budgets would be
nationally funded, regionally administered, and nonfungible. Applying national
planning to regional budgeting would right-size capacity.

Today’s fragmented system is akin to requiring each household in a community to
anticipate their needs for the coming year and negotiate their own fees and scope of
services with the local police and fire departments. Imagine instead how much of
their budgets these life-saving community services would be obliged to devote to
marketing to and negotiating with each household and the rampant disparities in
service that would result. That is precisely what is happening today in health care,
and it is absurdly wasteful. For police and fire departments, we have recognized that
it is significantly less wasteful to give all citizens the same “coverage” for set prices
and to administer it with regional coordination. Global budgeting is the only sensible
strategy for such unpredictable yet universally needed services.

Conclusion

The ACA has begun the process of much needed change. Now we need to go further
in reforming health care finance to enable all Americans to achieve their
fundamental human right to comprehensive coverage. The rest of the modern world
has run the laboratory studies for us; now is the time for us to adopt this well proven
solution.
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