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Abstract

Senator Bernie Sanders, along with 16 Senate Democrats, is sponsor-
ing the Medicare for All Act of 2017. The legislation would outlaw
virtually all private insurance and create a government health care
monopoly: a single entity delivering, as well as financing, medical ben-
efits and services. Federal officials, most notably the Secretary of the
U.S. Department of Health and Human Services, would have virtually
total control over America’s health care financing, organization, and
delivery. For ordinary Americans, there would be no escape. Except for
a small set of benefits uncovered by the government plan, individuals
and families would, ipso facto, have no health plan options. Federal
government officials would determine the kind of plan they get, the
benefits they get, the medical procedures and treatments that would be
available to them under the new government system, and under what
circumstances, terms, or conditions they may receive medical services
or benefits. In short, the bill would constitute a major restriction on
personal and economic freedom.

S enator Bernie Sanders (I-VT), along with 16 Senate Democrats,
is sponsoring the Medicare for All Act of 2017 (S. 1804).! The
legislation would outlaw almost all private insurance and create a
government health care monopoly: a single entity delivering, as well
as financing, medical benefits and services. Federal officials, most
notably the Secretary of the U.S. Department of Health and Human
Services (HHS), would have almost total control over America’s
health care financing, organization, and delivery.

Senator Sanders and his Senate colleagues are not alone. Repre-
sentative John Conyers (D-MI) is sponsoring broadly similar leg-
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KEY POINTS

m Senator Bernie Sanders and 16
Senate Democrats are sponsor-
ing the Medicare for All Act, which
radically restructures how the U.S.
pays for health care.

m The bill outlaws almost all private
insurance, including the employ-
er-sponsored coverage used by
almost 60 percent of working-age
Americans, and creates a new
government-run health plan.

m Federal officials, most notably the
Secretary of the U.S. Department
of Health and Human Services,
would have near-total control over
America’s health care financing,
organization, and delivery—mean-
ing that nearly one-fifth of the
economy would be run by the
Washington bureaucracy.

m Based on an analysis of a previous
version of the bill, Congress would
have toimpose a 20 percent tax on
income to finance such a massive
enterprise.
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islation in the House with the support of 120 Rep-
resentatives, more than half of the entire House
Democratic membership.?

The Sanders’ bill provides for a four-year transi-
tion period. At the end of that period, the federal gov-
ernment would run a national health plan. The new
law would also expand the already formidable power
of the HHS Secretary, well beyond the broad scope of
authority that the Secretary already exercises under
Obamacare. Unlike previous iterations of the legisla-
tion, however, the far-reaching measure contains no
provisions for its financing. Instead, Senator Sand-
ers and his colleagues have separately provided for a
set of financing “options” for the measure, including
a broad-based federal payroll tax, a new “premium
tax,” and a series of additional taxes on private sav-
ings and investments, especially targeted at upper-
income citizens.

Private monopolies exist when there are no firms
producing and delivering a similar good or service. A
government monopoly enjoys the same dominance,
but, unlike a private firm, is armed with the coer-
cive power of the law. In the case of the Sanders bill,
the federal government would undertake a radical
restructuring and consolidation of third-party pay-
ment, as well as a comprehensive control over the
ways and means to reimburse and limit payment to
doctors, hospitals, and other medical professionals.
These payment restrictions—largely a continuation
of the Medicare price-control system—are combined
with practice guidelines governing how doctors and
other medical professionals are to deliver medical
benefits and services.

For ordinary Americans, there would be no
escape. Except for a small set of benefits uncovered
by the government plan, individuals and families
would, ipso facto, have no health care options. Feder-
al government officials would determine the kind of
plan they get, the benefits they get, the medical pro-
cedures and treatments that would be available to
them under the new government system, and under

what circumstances, terms, or conditions they may
receive medical services or benefits. In short, the bill
would constitute a major restriction on personal and
economic freedom.

If the Sanders bill becomes law, Americans
can expect:

= A prohibition of private health plans. Today,
nearly 60 percent of working-age Americans get
their health insurance through private, employ-
er-sponsored health plans. Under the bill, the
government would effectively outlaw almost
all private health insurance, whether offered
by employers or by insurers in the individual or
small-group markets. Under Title VIII, Section
801, the bill language specifies, for example, that
‘no employee benefit plan may provide benefits
that duplicate payment for any items or services
for which payment may be made under the Medi-
care for All Act of 2017.”®* Employers and insurers
would be able to offer non-covered benefits and
services, but the sponsors of the bill intend these
offerings to be minimal. The reason: The govern-
ment health benefits program would be compre-
hensive, covering 10 major benefit and service cat-
egories, and, of course, there would be no private
health plan legally permitted to offer Americans
these benefits, regardless of their preferences in
the matter, under different terms and conditions.
In short, competition with the government health
plan would be illegal.

1

It is worth noting that a recent NBC/ Wall Street
Journal poll found that the general public favors
the adoption of a “single-payer” health plan by a
slim margin of 47 percent to 46 percent. When
the public realizes that this would mean the
elimination of employer-sponsored health insur-
ance, however, support for the proposal falls to
just 36 percent with 55 percent of the respondents
opposed.*

1. Senator Sanders introduced the Medicare for All Act of 2017 on September 13, 2017, https://www.congress.gov/115/bills/s1804/BILLS-
115s1804is.pdf (accessed October 24, 2017). The bill is co-sponsored by Senators Baldwin, Blumenthal, Bookers, Franken, Gillibrand, Harris,
Heinrich, Hirono, Leahy, Markey, Merklely, Schatz, Shaheen, Udall, Warren, and Whitehouse.

2. Representative Conyers' bill is the Expanded and Improved Medicare for All Act (H.R. 676),
https://www.congress.gov/115/bills/hr676,/BILLS-115hr676ih.pdf (accessed October 24, 2017).

Medicare for All Act, Title VII, Section 801, p. 58.

Chuck Todd, Mark Murray, and Carrie Dann, “Trump's Approval Rating Ticks Up-with the Help of a Bipartisan Deal,” NBC News, September 21,

2017, https://www.nbcnews.com/politics/first-read/trump-s-approval-rating-ticks-help-bipartisan-deal-n803351 (accessed October 24, 2017).
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The absorption of existing government health
programs. While the Senate legislation is popu-
larly advertised as “Medicare for all,” ordinary
Americans should understand that the bill lan-
guage would not preserve “Medicare as we know
it.” In fact, the bill would make major changes to
the Medicare program, including the elimination
of private plan options that exist today, and under
Title IX of the proposed measure, Medicare, Med-
icaid, and the Children’s Health Insurance Pro-
gram (CHIP) would, as a matter of law, be phased
outduringthe transition period and absorbed into
the new government health plan. With Medicare,
for example, “no benefits shall be available under
Title XVIII of the Social Security Act for any item
or service furnished beginning on or after the
effective date of benefits under Section 106 (a).”®

Likewise, the bill specifies that “no individual is
entitled to medical assistance” from a state Med-
icaid plan (except for long-term care) or a state
CHIP plan. However, the bill would provide a con-
tinuity of coverage for persons enrolled in those
programs during the transition to the new govern-
ment plan.® Enrollment in the Obamacare health
insurance exchanges would also end, and the bill
would transition current enrollees into coverage
under the new government health plan.

When fully implemented, the Senate bill would
also end enrollment and the provision of health
benefits for over 8 million federal employees and
retirees and dependents under the popular and
successful Federal Employees Health Benefits
Program (FEHBP), a system of competing private

plans, the largest group health insurance program
in the world. Historically, notably during the 1994
debate over the proposed Clinton health plan, the
threat of abolishing or eliminating the private
health insurance coverage for federal workers and
retirees has sparked ferocious opposition among
members of the federal workforce.” Beyond fed-
eral workers and retirees, the bill would also end
enrollment and the provision of benefits in TRI-
CARE, the special health care program for mili-
tary dependents.®

There are two notable exceptions to the phasing
out of existing government programs: the Veter-
ans Administration Health Program and the Indi-
an Health Service.’ Both, incidentally, are classic
single-payer health systems, and both have a trou-
bled record of performance. '°

Compulsory taxpayer funding of abortion.
Under most federal health programs, there is usu-
ally a statutory restriction on the use of federal
taxpayer funds for abortion. In the case of the
Medicaid program, for example, the Hyde Amend-
ment only allows abortion in the case of rape,
incest, or the protection of the life of the mother.

It has long been the considered judgment of Con-
gress that American tax dollars should not be
used to pay for abortions. With the enactment of
the Affordable Care Act (ACA) in 2010, the Obama
Administration weakened and breached the tra-
ditional wall of separation between abortion and
federal taxpayer funding. With the proposed Sen-
ate legislation, the wall would disappear entirely.

Medicare for All Act, Title IX, Section 901 (a)(1)(A), p. 61. Section 106 of the bill specifies that the health benefits to be provided by the new
government plan “shall first be available under the Act for items and services furnished on January 1 of the fourth calendar year that begins

after the date of enactment of this Act.”

Medicare for All Act, Title IX, Section 901 (a)(2), p. 62.

Whether a national health reform proposal covers Members of Congress and federal employees has been a recurrent controversy in the

national health care debates since the collapse of the Clinton Health Plan in 1994, Currently, the controversy is focused on the Obama

Administration’s administrative provision of special insurance subsidies for Members of Congress and staff enrolled in the ACA health
insurance exchange program. There was no congressional authorization or appropriation for these special subsidies.

Medicare for All Act, Title IX, Section 901, p. 64.
Medicare for All Act, Title IX, Section 901, pp. 64 and 65.

For a discussion of the problems of VA health care and proposals for reform, see John S. O'Shea, “Reforming Veterans Health Care: Now and
for the Future,” Heritage Foundation Issue Brief No. 4548, June 24, 2016, http://www.heritage.org/health-care-reform/report/reforming-
veterans-health-care-now-and-the-future. For a discussion of problems in the Indian Health Service, see the Government Accountability
Office, “Indian Health Service: Actions Needed to Improve Oversight of Quality of Care,” Report to Congress, January 9, 2017,

https://www.gao.gov/products/GAO-17-181 (accessed October 24, 2017).
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Under the new government health plan, federal
payments for all medical benefits and services
would be drawn from a newly created federal
trust fund. The proposed centralized control of
health care financing effectively repeals the Hyde
Amendment. Title VII, Section 701 of the bill
declares, “Any other provision of law in effect on
the date of enactment of this Act restricting the
use of federal funds for any reproductive health
service shall not apply to the monies in the Trust
Fund.”" As Ilsye Hogue, President of NARAL Pro-
Choice America, declared enthusiastically, “Sena-
tor Sanders’ healthcare bill ends the debate and
makes clear that reproductive healthcare, includ-
ing abortion services, is a fundamental right—not
just a privilege of the wealthy.”*?

Centralization of power. The proposed Senate
bill is profoundly authoritarian. A major conse-
quence of Obamacare was the transfer of a vast
field of regulatory power over health insurance
from the states to the federal government. The
primary decision maker in the complex system
created under the ACA was, of course, the Sec-
retary of HHS. The bill would allow a limited
right of private contracting between doctors and
patients, but the language would impose a dra-
conian restriction on physicians who engaged in
such a contract: the inability to treat and receive
payment for all other patients (meaning those
enrolled in the government plan) for a full year.

Given that virtually the entire American popu-
lation would be subject to the government plan,
the bill would greatly expand the scope of the
Secretary’s power. The language is very broad:
“The Secretary shall develop policies, proce-
dures, guidelines and requirements to carry out
the Act.”®® The specified areas for the Secretary’s
administrative actions include: standards for plan
enrollment, health benefits, eligibility for benefits,
insurance premiums and cost sharing, medical
practice guidelines and rules for provider partici-
pation, levels of funding, methods for determin-
ing payment, coverage determinations, determi-
nation of medical necessity and appropriateness
of procedures, planning for capital expenditures
and professional education funding, actions to
encourage states to develop “regional planning
mechanisms” and “any other regulation neces-
sary to carry out the purpose of this Act.”**

Senator Sanders insists that such centralization,
modeled on the traditional Medicare program,
would reduce administrative costs.”® The Sena-
tor also claims that it would simplify the Ameri-
can health care system.’® In fact, such centraliza-
tion is almost certain to generate even greater
bureaucratic complexity, economic inefficiency,
more intense politicization of health care decision
making in Congress, and the same kind of organi-
zational sluggishness that has long burdened the
Medicare program. As Dana Goldman, a senior
fellow at the Brookings Institution and professor

Medicare for All Act, Title VII, Section 701, p. 57.

Christine Grimaldi, “Sanders’ ‘Medicare for All' Covers Abortion Care, Ends Hyde Amendment,” Rewire, September 13, 2017, https://rewire.
news/article/2017/09/13/sanders-medicare-covers-abortion-care-ends-hyde-amendment/ (accessed October 24, 2017).

Medicare for All Act, Title IV, Administration, Subtitle A- General Administration Provisions, Section 401, pp. 31 and 32.

Ibid., p. 32.

Comparisons between private and public insurance administrative costs are often tricky, because the functions of the programs are different, and
their impact on providers' own administrative costs vary considerably. Officially, Medicare's administrative costs vary between 1 percent and

3 percent, though Medicare officials ignore the administrative costs imposed on private providers in compliance with Medicare's formidable
regulatory regime. In analyzing the 2016 version of the Sanders proposal, Urban Institute researchers estimated the administrative costs of the
new government plan at 6 percent: “A new system would have a host of important administrative functions necessary to effective operations,
such as rate setting for many different providers of different types; quality control over care provisions; development, review and revision of
regulations; provider oversight and enforcement of standards; bill payment to providers; and other functions.” Linda J. Blumberg, John Holohan,
Lisa Clemans-Cope, and Matthew Buettgens, “Response to Criticisms of Our Analysis of the Sanders Health Care Reform Plan,” The Urban
Institute, May 18, 2016, https://www.urban.org/research/publication/response-criticisms-our-analysis-sanders-health-care-reform-plan

(accessed October 25, 2017).

David Weigel, “Sanders Introduces Universal Health Care, Backed by 15 Democrats,” The Washington Post, September 13, 2017,
https://www.washingtonpost.com/powerpost/sanders-will-introduce-universal-health-care-backed-by-15-democrats/2017/09/12/
d590ef26-97b7-11e7-87fc-c3f7ee4035c9_story.html?utm_term=.ed8434ace7d8 (accessed October 24, 2017).
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of economics at the University of Southern Cali-
fornia, observes:

People also forget that Medicare is a hide-
bound system. It took Congress more than
40 years to offer a prescription drug ben-
efit, for example. Physicians are paid using
an arcane system developed decades ago
and that has now ballooned to more than
140,000 procedure codes, all of which is
supervised (and gamed) by physicians
themselves. Standard private sector cost
saving measures, like competitive bidding
for routine services, are rarely used."”

Large and unknown costs. The Senate bill pro-
vides no financing provisions, and, of course, no
Congressional Budget Office (CBO) score.’® This
is a curious omission, as both health care spend-
ing and costs are the most important, if not the
most urgent, issues in the nation’s ongoing health
care debate. Compared to current and projected
future costs, it is routine for single-payer advo-
cates to insist that the new program would be
more economically efficient and usher in an era
of unprecedented health care savings. It is worth
noting, however, that in the area of health care
costs, the experience, beginning with Medicare
itself, has been that the real costs of government
health programs almost invariably exceed, often
far exceed, their initial projected costs.”

Historyislikely to repeatitself. Jodi Liu, aresearch
analyst with the Rand Corporation, doubts that the

Senate bill would necessarily result in savings over
the status quo, and further warns: “The spending
required for a single payer system depends on the
price of care and services used. When health care
is free, people tend to use more health care services,
some of which is beneficial and some is not. Under
Sanders’ Medicare for All plan, the use of health
care services would almost certainly increase.”*°

Independent analyses of a 2016 version of the
Sanders proposal indicated that the real costs of
the proposal would far exceed the initial projec-
tions. For example, Kenneth Thorpe, a professor
of health economics at Emory University, pro-
jected the 10-year costs at $24.7 billion. Likewise,
scholars at the Urban Institute, a liberal leaning
think tank, estimated that the government health
plan would cost $32 trillion over 10 years.

Meanwhile, as noted, neither the CBO nor inde-
pendent analysts have completed the tax and
spending estimates for the most recent version of
Senator Sanders’ bill. The costs and the taxes to
sustain it are doubtless going to be very large. For
perspective, consider that the federal government
spent a total of $3.9 trillion in 2016. According to
the Urban Institute estimates, Senator Sanders’
government health plan would require a stunning
$3.2 trillion in spending annually, while Professor
Thorpe’s analysis indicates that the yearly cost of
the program would amount to $2.6 trillion.*

Polling on Senator Sanders’ concept has been gen-
erally positive. The political viability of the pro-

20.

21.

Dana Goldman, “Why Bernie Sanders’ Plan for Universal Health Care Is Only Half Right,” The Brookings Institution, September 13, 2017,
https://www.brookings.edu/blog/fixgov/2017/09/13/why-bernie-sanderss-plan-for-universal-health-care-is-only-half-right/

(accessed October 24, 2017).

Senator John Barrasso (R-WY) has asked the Congressional Budget Office (CBO) to provide a complete cost estimate of S. 1804. “As the
country engages in a serious debate about how best to reform our health care system,” notes Barrasso, “it is imperative that the public
understand the cost of Senator Sanders’ Medicare for All Proposal.” See Senator John Barrasso’s letter to CBO Director Dr. Keith Hall: News
release, “Barrasso Requests CBO Score on Sanders' Single-Payer Health Care Bill," Office of John Barrasso, September 14, 2017,
https://www.barrasso.senate.gov/public/index.cfm/2017/9/barrasso-requests-cbo-score-on-sanders-single-payer-health-care-bill

(accessed October 24, 2017).

For a discussion of the Medicare record, see Robert E. Moffit, “Medicare's Next 50 Years: Preserving the Program for Future Retirees,”
Heritage Foundation Special Report No. 185, July 29, 2016, pp. 9-11, http://www.heritage.org/health-care-reform/report/medicares-next-50-

years-preserving-the-program-future-retirees.

Jodi Liu, “Savings from a Single Payer Health System Would Not be Automatic,” The Rand Corporation, The Rand Blog, September 2013,
https://www.rand.org/blog/2017/09/savings-from-a-single-payer-health-system-would-not.html (accessed October 24 2017).

lan Millhiser, “7 Tough Questions Single-Payer Advocates Must Answer Before Their [deas Can Become Law,” Think Progress,
September 13, 2017, https://thinkprogress.org/tough-questions-single-payer-7a5daec51693/ (accessed October 24, 2017).
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posal, however, depends on public acceptance
of the necessary trade-offs, especially its addi-
tional costs to the taxpayer. In this context, it is
worth noting that the T. H. Chan School of Pub-
lic Health at Harvard University and Politico
recently conducted an in-depth survey of Ameri-
can voters on the topic. These researchers found
that Americans are generally favorable to replac-
ing the current insurance arrangement with a
taxpayer-funded “Medicare-like” plan by a stun-
ning margin of 66 percent, reflecting the popular-
ity of the Medicare program itself. The Harvard-
Politico survey, however, required respondents to
consider the desirability of key policy options by
clarifying the necessary or likely trade-offs that
must accompany these public choices. Thus, they
found that support for the “Medicare-like” plan
proposal drops to 44 percent if adopting it meant
that their “own taxes” would increase. When the
pollsters describe the national health insurance
program as a “single-payer” health plan, com-
bined with the tax increases imposed on respon-
dents necessary to sustain it, popular support for
the proposal falls from 45 percent to 31 percent.??

The Next Debate. American health care is a
huge sector of the economy, where roughly half of all
health care spending is government spending. Sena-
tor Sanders’ bill would expand that government pay-
ment to close to 100 percent. Current arrangements
are governed by a diverse set of third-party payment
arrangements in both the public and the private sec-
tors, including employer-sponsored health insurance.
The Sanders bill would simplify coverage by consoli-
dating third-party payment in the federal govern-
ment and by outlawing almost all private insurance,
including the employment-based insurance that cov-
ers the vast majority of Americans under the age of 65.

Current government regulation and an inequi-
table and inefficient federal tax treatment of health
insurance distort current private health insurance
arrangements. Senator Sanders’ bill would solve that
problem by consolidating regulation in the hands
of the Secretary of HHS and abolishing all private
insurance—logically eliminating all of the federal

and state tax breaks that offset its cost. The result
would be alarge influx of additional tax revenue into
federal coffers to fund the new government plan,
along with the fresh federal revenues from a new set
ofheavy federal taxes on employers, individuals, and
citizens’ investment income.

Current payment for doctors, hospitals, and med-
ical professionals is based on multiple billing from
private insurers and federal and state government
programs. Senator Sanders would eliminate these
multiple billings and establish a universal provider
payment system directly based on an updated ver-
sion of Medicare’s complex payment formulas. Such
changes would guarantee cuts to providers’ rev-
enues, and end provider cost-shifting to the private
sector—because there would be no more private-
sector plans. At the same time, the establishment
of the federal government as the sole payer would
virtually eliminate physician and hospital “market
power” in negotiation with private payers because
those private payers would no longer exist as parties
to any such market negotiation.

Today, consumers and patients operate in a com-
plex and bureaucratic mixed health care economy
with distorted markets variously plagued by per-
verse economic incentives. Senator Sanders’ bill
would eliminate that problem by eliminating mar-
ket incentives altogether. Government would decide
which plans, benefits, and medical procedures
patients receive. Government would control the
health care dollars, and, in so doing, would control
the nature and scope of personal health care deci-
sions. In such a world, personal choice, personal
wants, or personal preferences would be ultimate-
ly irrelevant. Personal freedom in health care would
itself be irrelevant.

Establishing the Universal System

Title I, Section 102 of the Senate bill sets out a dec-
laration of universal entitlement: “Every individual
who is a resident of the United States is entitled to
benefits for health care services under this Act. The
Secretary shall promulgate a rule that provides cri-
teria for determining residency for eligibility pur-
poses under this Act.”?3

22. Politico and Harvard T. H. Chan School of Public Health, “The Public’s Views of Tax Reform and Other Domestic Issues,” September 2017, p. 7,
http://www.politico.com/f/?id=0000015e-a4d7-d873-adfe-bdd740140000 (accessed October 24, 2017).

23. Medicare for All, Title |, Section 102, p. 4.
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The provision is remarkable since it defines “resi-
2 « ips - L. . TABLE 1
dency” rather than “citizenship” as a condition for eli- . . .
gibility to the new federal entitlement, and reserves Ten Benefits Categorles in
to the Secretary of HHS, rather than Congress, the SanderS! 2017 Pl an
plenary authority to define that eligibility in regula-
tion rather than legislation. The bill further authoriz- 1 Hospital services, including inpatient
es the Secretary of HHS to establish a process of auto- and outpatient hospital care, including
matic enrollment for all persons at “the time of birth 24-hour-a-day emergency services
in the United States and at the time of immigration and inpatient prescription drugs
into the' United Stat.es or othér acquisition of quali- 2 Ambulatory patient services
fied resident status in the United States.”?* The fed- . ) o .
eral government would provide every resident with 3 Prlmar y a.nd preventive services, including
e . » . . chronic disease management

a “Universal Medicare Card” for processing claims.
Curiously, the language reads: “The card shall not 4 Prescription drugs, medical devices,
include an individual’s Social Security number.”? In biological products, including .
short, the bill would cover illegal aliens. gutpatlent zrs;clrlp’FIOT druo?s, {nedlcal

The Senate bill would also enact a broad non- evices, andbiologicatproducts
discrimination provision: “No person shall, on the 5 Mental health and substance abuse
basis of race, color, national origin, age, disabil- treatment services, including inpatient care
ity, or sex, including sex stereotyping, gender iden- 6 Laboratory and diagnostic services
tltyc,l'se);ual cc)lr'lt?ntatl(?n ?n(;l. prignal?cy ta.lnd r;:lated 7 Comprehensive reproductive,
medical conditions (inclu 1ng termination o pr'eg— maternity, and newborn care
nancy), be excluded from participation in, be denied o
the benefits of, or be subjected to discrimination by 8 Pediatrics
any participating provider as defined in section 301, 9 Oral health, audiology, and vision services
or any entity conductlng, e.ldmhlnlste?lng, or funding 10 Short-term rehabilitative and
:21 health program or actlv‘lty, including contracts of habilitative services and devices
insurance, pursuant to this Act.”?°

The bill language is similar to that embodied SOURCE: Medicare for All Act of 2017, $1804, 115th Cong., st
. . . Sess., §.201(a) https://www.congress.gov/bill/115th-congress/
in Section 1557 of the ACA, which had generated senate-bill/1804/text#toc-id25c91cb96228483495ad9de0b47b
a regulatory scheme that undermines conscience 79f8 (accessed October 24, 2017).
protections in health care delivery.?” The bill’s lan-
guage, however, is broader and more direct.?® It pro- BG3261 & heritage.org
vides HHS with broad authority to change or mod-

ify the national benefits package. In the absence of
conscience protections—combined with a reign-
ing assumption that federal officials’ “government-

24. Medicare for All, Title I, Section 105, p. 6. “The bill provides HHS with discretion to more broadly define eligibility requirements so long as
the rules inhibit travel and immigration to the U.S. for the sole purpose of obtaining health care services.” Katie Keith and Timothy Jost,
“Unpacking the Sanders Medicare for All Bill,” Health Affairs Blog, September 14, 2017, http://healthaffairs.org/blog/2017/09/14/unpacking-

the-sanders-medicare-for-all-bill/ (accessed October 24, 2017).
25. Medicare for All, Title |, Section 105, p. 6.
26. Medicare for All, Title |, Section 104, p. 5.

27. For adiscussion of the troublesome features of Section 1557, see Roger Severino and Ryan T. Anderson, “Proposed Obamacare Gender
Identity Mandate Threatens Freedom of Conscience and the Independence of Physicians,” Heritage Foundation Backgrounder No. 3089,
January 8, 2016, http://thf-reports.s3.amazonaws.com/2015/BG3089.pdf.

28. "The bill...explicitly defines sex discrimination, which has been the subject of ongoing litigation under Section 1557, to include sex stereotyping
and discrimination based on gender identity, sexual orientation, and pregnancy and related medical conditions, including termination of
pregnancy.” Keith and Jost, “Unpacking The Sanders Medicare for All Bill,” p. 6.
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approved” morality automatically trumps the moral,
ethical, or religious convictions of physicians and
patients- the provision invites even greater cultural
and political polarization. It is reasonable to assume
that the government health plan could require medi-
cal professionals to participate in a number of prac-
tices to which they would have profound moral or
religious objections, including abortion, the provi-
sion of abortifacients, gender-reassignment sur-
geries, and even physician-assisted suicide, which
is being aggressively promoted as an appropriate
approach to end-of-life care.? Aswith Section 1557, a
broad interpretation of the language, either through
regulation or adjudication, could expand the mean-
ing of disability, for example, to include medical con-
ditions and thus additional mandatory treatments.?°

The bill also authorizes the Secretary of HHS to
establish “a procedure for adjudication of admin-
istrative complaints” alleging a violation of this
non-discrimination clause. It also provides a cause
of action in federal courts for persons claiming dis-
crimination based on this provision to get “com-
pensatory and punitive damages, declaratory relief,
injunctive relief, attorneys’ fees and costs, or other
relief as appears appropriate.”® The provision is
likely to generate a flood of litigation, particularly
suits against religiously affiliated doctors and hospi-
tals or medical institutions.

Benefits. Under the bill, the government health
plan would provide medical benefits and services,
effective on January 1 of the fourth calendar year

after its enactment.?? At that time, the government
would literally outlaw any private health insurer or
any employer that provides health insurance ben-
efits that “duplicate” any of the benefits that are
authorized in the federal government’s comprehen-
sive health plan.®?

On a “regular basis,” the Secretary of HHS can
change (“improve or adjust”) the government health
benefits package in response to changes or develop-
ments in “health science” and make recommenda-
tions to Congress.** Congress, in other words, would
retain the ultimate authority over which medical
benefits or services are to be available to Americans,
and which benefits and services will not be avail-
able to them in the government health plan.? States,
however, may provide “additional” benefits for their
own citizens, at their own citizens’ expense.

Medical benefits are to be tightly controlled. In
general, according to the Senate bill, “benefits” for
services are not available under the act unless the
services meet the standards in Section 201(a), as
defined by the Secretary.”*® (Emphasis added.) The
Secretary of HHS “shall” make coverage decisions
with experimental services, and patients can appeal
those coverage decisions based on a process that
shall, “as much as is feasible,” follow the current
Medicare appeals process.®’

Government benefit setting is political process.
It is also worth noting, in this context, that govern-
ment benefit setting, based on the 50 years of expe-
rience, will surely replicate the intense and frenzied

29. For an account of the profound moral implications of physician-assisted suicide, see Ryan T. Anderson, "Always Care, Never Kill: How
Physician Assisted Suicide Endangers the Weak, Corrupts Medicine, Compromises the Family, and Violates Human Dignity and Equality,”
Heritage Foundation Backgrounder No. 3004, March 24, 2015, http://thf_media.s3.amazonaws.com/2015/pdf/BG3004.pdf.

30. For an excellent analysis of this problem, see Edmund F. HaisImaier, “The Obama Administration’s Design for Imposing More Health Care
Mandates,” Heritage Foundation Backgrounder No. 3093, February 11, 2016, http://www.heritage.org/health-care-reform/report/the-obama-

administrations-design-imposing-more-health-care-mandates.
31.  Medicare for All Act, Title |, Section 104, pp. 5 and 6.
32. Medicare for All Act, Title | Section 106, p. 7.
33. Medicare for All Act, Title I, Section 107, pp. 7 and 8.
34. Medicare for All Act, Title Il, Section 201, pp. 9 and 10.

35. ltisimpossible to predict, of course, how government benefit setting will evolve. Because abortion is a mandatory medical procedure under
the bill, requiring physician participation or exclusion from medical practice, the same standard, absent formal conscience protection, could
also apply to physician-assisted suicide. While government officials, under Section 203 of the bill, can change or modify benefits, the broad
language of Section 104 prohibits any provider discrimination against persons under a potentially wide variety of medical conditions, inviting
litigation, further benefit expansion, and thus higher public costs. If the government should respond to higher benefit costs through either
budgetary constraints or price controls on given medical services, it could be argued that a reduction of a person’s access to such services

would amount to discrimination.
36. Medicare for All Act, Title Il, Section 203, p. 12.
37. Ibid., p.13.
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lobbying that characterizes the provision of new
benefits or changes in the Medicare program. Con-
gress is often beholden to the “Medicare industrial
complex” of powerful provider and other medical
groups, and Medicare today is a big arena for special
interest group lobbying.?® Meanwhile, Medicare’s
benefits and services often lag behind the provision
of benefits and services in the private sector. More-
over, in the adjudication of claims for benefits or ser-
vices coverage, the current Medicare program has a
record of being more stringent than the private sec-
tor, and the appeals process in Medicare is complex,
cumbersome, and painfully time consuming.®’

No Cost Sharing. The bill provides that gov-
ernment plans’ medical benefits and services will
be “free” at the point of service. It thus forbids any

“cost sharing,” such as the payment of deductibles,
copayments, or coinsurance.*’ Cost sharing for pre-
scription drugs and “biological products” would be
the major exception. For these categories of medi-
cal services, cost sharing would be permitted for the
government plan’s drug benefits as long as the use
of the drug is “evidence-based,” encourages generic
substitution, does not apply to “preventive drugs,”
and the amount is limited to $200 per person annu-
ally (adjusted for inflation).*! The government would
also forbid doctors (or other medical professionals)
to charge patients any amount above the set govern-
ment payment for medical benefits and services.** In
short, no “balance billing.”

There is, of course, an inverse relationship
between premium price and program costs and the
level of cost sharing in health insurance. The higher
the cost sharing, the lower the premium and pro-
gram costs. In light of current practice in the tra-

ditional Medicare program, the bill’s restriction on
cost sharing is a radical departure from traditional
Medicare, which, in fact, imposes an array of cost-
sharing requirements on benefits and services in
order to dampen excess utilization and control both
program and beneficiary costs. Without such cost
sharing, the premium costs would be higher for both
patients and taxpayers. Economists generally con-
clude that the existing Medigap and other supple-
mental coverage arrangements in the Medicare pro-
gram that eliminate patient cost sharing at the point
of service have contributed to significant increases
in both beneficiary costs and overall Medicare pro-
gram costs.*® The Sanders bill would also generate
higher health care costs.

In the new government health plan, medical pro-
fessionals would be subject to government medical-
practice guidelines. Over the past five decades, fed-
eral law and regulation has progressively weakened
the professional independence of Medicare phy-
sicians. Remarkably, the bill is a bold and explicit
rejection of Medicare’s original statutory prohibi-
tion of government interference in the practice of
medicine: “Nothing in this Title shall be construed
to authorize any federal officer or employee to exer-
cise any supervision or control over the practice of
medicine or the manner in which medical services
are provided.**

The guideline language includes a proviso that any
deviation from a practice guideline would be consid-
ered within the guideline if the medical professional
deviating from it did so with “appropriate profession-
al discretion.” Because the Senate bill is silent on the
topic of medical liability or tort reform, it is unclear
what impact federal medical practice guidelines will

38. The term “Medicare industrial complex” was coined by Bruce Vladeck, a former Administrator of the Health Care Financing Administration,
the agency that has been renamed the Center for Medicare and Medicaid Services. For his excellent account of Medicare as a battleground for
special interest lobbying, see Bruce Vladeck, “The Political Economy of Medicare,” Health Affairs, Vol. 18, No. 1 (January/February 1999), pp.
22-36, http://content.healthaffairs.org/content/18/1/22.abstract (accessed October 24, 2017).

39. For a description of the problems of the current Medicare appeals process, see Bob Soltis, Hurry Up and Wait: Our Broken Medicare Appeals
System (Raleigh, NC: Lulu Publishing Services, 2015). See also, Moffit, “Medicare's Next 50 Years,” pp. 13 and 14.

40. Medicare for All Act, Title Il, Section 202, p. 11.
4. Ibid, p.12.
42, 1bid.

43, On the additional costs to beneficiaries and taxpayers, see Robert E. Moffit and Drew Gonshorowski, “Double Coverage: How It Drives Up
Medicare Costs for Patients and Taxpayers,” Heritage Foundation Backgrounder No. 2805, June 4, 2013,

http://thf_media.s3.amazonaws.com/2013/pdf/bg2805.pdf.
44. U.S. Code, Title 42, Section 1395.
45, Medicare for All Act, Title Il, Section 203, p. 13.
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have in either encouraging or discouraging litigation.
In any case, attempts to adjudicate thorny disputes in
such matters will entail some complex and difficult
administrative and judicial proceedings.

Long-Term Care. Beyond the provision of acute
care benefits and services, the bill would also provide
for expanded coverage under a revamped Medicaid
program for 13 long-term-care services and sup-
ports, ranging from nursing home care and interme-
diate care, to home-based and community services
and self-directed personal assistance services.*°

In financing long-term care, the federal govern-
ment would make Medicaid payment to the states
as long as the states do not adopt eligibility stan-
dards that are more restrictive than those in force
as of May 5, 2017.*” Payment to the states would be
based on an “expenditure floor,” and indexed annu-
ally by the Medical Consumer Price Index (M-CPI).
The basic level of state spending, or the “expen-
diture floor,” in turn would be based on the state
long-term-care spending for fiscal year 2017. This
level of spending would be adjusted by a growth for-
mula that would include the percentage increase in
a state’s overall health care costs, long-term-care
spending in the previous year, population increase,
and the increase in the population aged 65 and older.
In receiving the federal payment, the states cannot,
in any way, restrict eligibility for long-term care ser-
vices and supports, but the states may set “addition-
al standards” for eligibility, benefits, and providers

“consistent with the purposes” of the act.

Doctors and Medical Professionals. Under
Title ITI, the Senate bill sets forth the terms and con-
ditions of provider participation. No American doc-
tor or other medical professional would be legally
authorized to provide medical benefits or services
under the act without entering into a “participa-
tion agreement” with the Secretary of HHS. In turn,
the Secretary is to require any physician or profes-
sional participating in the government health plan
to furnish services in accord with the aforemen-

tioned “non-discrimination” clause of the bill (Sec-
tion 104), refrain from charging patients any more
than the government payment specified for the ser-
vice, and agree to abide by the Secretary’s request for
information and reporting requirement, as well as
cooperate with quality reviews and record-keeping
requirements.*®

Physicians and other medical professionals can
remain in good standing with the federal government
if they comply with the federal regulations and the
various standards prescribed by the Secretary, and
they will enjoy the government’s protection if they
testify in any proceeding or report to the authorities
any violation of any of the provisions of the Act. *°

Private Contracting Restrictions. The Senate
bill also provides a limited right of private contract-
ing with patients outside the government program.
This right of contract is broadly similar to the right
of private contracting between doctors and patients
permitted in the current Medicare program. Spe-
cifically, a doctor or other medical professional may
enter into a private contract with a patient if they
provide advanced notice to the patient that they will
not submit a claim to the government for the service,
sign an affidavit that they have entered into a private
contract with the patient, submit the affidavit to the
Secretary of HHS within 10 days, and refrain from
providing medical services for government reim-
bursement to all other patients eligible for govern-
ment health services for a period of one year.*°

This restriction on the right of doctors and
patients to contract with each other privately is
similar to the current restrictions in the Medicare
program. Under the current Medicare law, doctors
and patients who enter into a private agreement
with each other, for reasons of patient privacy or any
other reason that they deem appropriate, can do so.
Under the Medicare statute, however, the doctor
must “opt out” of the Medicare program and fore-
go treating all other Medicare patients for a period
of two full years.®! This unusual restriction on the

46. Medicare for All Act, Title Il, Section 204, pp. 14-16.

47. Medicare for All Act, Title Il, Section 203, p. 16.

48. Medicare for All Act, Title lll, Section 301, pp. 21 and 22.
49. Ibid., pp. 23 and 24.

50. Medicare for All Act, Title Ill, Section 303, p. 30.

51.  For a discussion of Medicare private contracting law, see Robert E. Moffit, “Congress Should End the Confusion Over Medicare Private
Contracting,” Heritage Foundation Backgrounder No. 1347, February 18, 2000, http://www.heritage.org/health-care-reform/report/congress-

should-end-the-confusion-over-medicare-private-contracting.
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doctor-patient relationship does not exist, of course,
in any other American government health program,
such as the FEHBP or even Medicaid. Ironically,
such a restriction does not even exist in the British
National Health Service, the quintessential single-
payer system, where doctors freely practice in both
the government program and the private sector.
Throughout the 1990s, the Clinton Administration,
however, was persistent in its efforts to expand fed-
eral control, and succeeded in getting the current
restriction enacted through the notorious Balanced
Budget Act of 1997. The law secured its intended
effect: Voluntary, private agreements between doc-
tors and patients within the Medicare program bare-
ly exist. Less than 1 percent of American physicians
today “opt out” and enter into private contracts with
Medicare patients.”® Under the Senate bill, the pub-
lic can expect a similar outcome.

In real life, there are a number of legitimate rea-
sons why patients would not want to submit a claim
to a government agency to reimburse their medical
treatments. It may be a strong desire for personal-
ized medical care, a concern over the sensitivity of
their medical condition, the higher quality of the
personal care that they have received from a physi-
cian with whom they have enjoyed a long profession-
al relationship, or simple privacy. While Medicare
law and regulation, as well as private third-party
payment contracts, have attenuated the traditional
doctor-patient relationship, the Senate bill would
largely complete the process, and would strongly
discourage the viability of independent medical
practice or the pursuit of personalized medical care.

Centralizing Federal Power

Today, the American health care sector of the
economy is roughly $3.2 trillion. With the elimina-
tion of almost all private insurance and the elimina-
tion, consolidation, or transformation of almost all
other federal government health programs, the Sec-
retary of HHS, as noted, would be vested with vast
administrative authority to develop “policies, proce-
dures, guidelines and requirements” to implement
the many provisions of this far-reaching legislation.

With the adoption of the Senate bill, federal regula-
tory power would pervade virtually every aspect of
the financing, organization, and delivery of medi-
cal care in a sector of the American economy larger
than the GDP of France.

Data Collection. The task will require a hercu-
lean effort in central economic planning. Central
planning requires the collection and organization
of vast amounts of information to inform and guide
regulatory initiatives. Under the bill, the Secretary
of HHS would be required to create a national data-
base. This database is to contain information on the
performance of medical professionals, the costs of
benefits, services, and facilities, and the quality and
outcomes of the medical services being delivered by
the government health plan and its contractors.>®
This information is to be made available to federal
officials, health care providers, analysts, economists,
researchers, and scholars without “compromising
patient privacy.”

The Secretary of HHS is required to submit an
annual report to Congress on the implementation
of the act, outlining the progress and the problems
that it encountered in its enforcement. The bill fur-
ther requires the Secretary to report on more than
a dozen specific areas, ranging from enrollment
and health care spending to progress in reducing
ethnic and racial disparities and quality improve-
ments. The bill also authorizes the Secretary to con-
sult or contract with experts and conduct empiri-
cal analyses and research on health-related topics,
including health care payment and delivery meth-
ods and the standards required for “evidence-based”
policymaking.®*

Waste and Fraud. The bill requires the HHS
Secretary to appoint a “Beneficiary Ombudsman” to
process complaints from beneficiaries and address
patient grievances, as well as identify problems in
the government health plan, particularly in rela-
tion to coverage or payment policies. The bill further
provides for application of the current law’s provi-
sions to combat waste, fraud, and abuse, including
the existing sanctions against guilty providers, such
as the exclusion of providers from the program, the

52. Christina Boccuti, Christina Swope, Anthony Damico, and Tricia Neuman, “Medicare Patients’ Access to Physicians: A Synthesis of the
Evidence,” Kaiser Family Foundation Issue Brief, December 10, 2013, https://www.kff.org/medicare/issue-brief/medicare-patients-access-to-
physicians-a-synthesis-of-the-evidence/ (accessed October 24, 2017).

53. Medicare for All Act, Title IV, Section 401, pp. 31 and 32.
54. Ibid., p. 35.
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imposition of civil and monetary penalties, and the
provisions that require medical professionals to dis-
close their ownership of medical facilities.>®

Medicare and Medicaid are plagued annually
with tens of billions of dollars in losses from waste,
fraud, and abuse. In 2015 alone, Medicaid’s improp-
er payments amounted to $30 billion.>® In Medicare,
improper payments reached $43.3 billion that same
year.”” Private plans seem much better at policing
and arresting these problems that are seemingly
intractable in the public sector. In any event, the
Sanders legislation is prescribing largely the same
remedies for the same problems that have burdened
Medicare and Medicaid for decades. Taxpayers can
expect, given the sheer scope of the problem and
the attendant costs, that under the new govern-
ment health plan the losses will only substantially
increase, not decrease, under the terms and condi-
tions of the bill.

Global Budget. The HHS Secretary “shall estab-
lish” an annual “national health budget” no later
than September 1 of each year. The national budget
will account for the “total expenditures” for medi-
cal benefits and services provided under the govern-
ment health plan. Among its categories, the budget
will also outline spending for health-quality assess-
ment, the education expenditures for health pro-
fessionals, the administrative costs of the program,
operating and capital expenditures related to the
plan, and prevention and public health activities.>®

For afive-year period, beginning with the first year
implementation of the new law, the bill specifies that
1 percent of the national health budget is to be allo-
cated for “worker assistance” for persons who lost
employment because of the elimination or disloca-
tion of existing commercial insurance arrangements,
such as the elimination of private insurance plans in
the individual market and those firms marketing or
administering employer-based health insurance.”

With an administrative payment system, as envi-
sioned in the bill, there are ample mechanisms to
ratchet down provider payments to meet spending
targets set by a national health budget. The tough-
er challenge will be political. With the adoption of
a national health budget—setting a fixed amount of
dollars for health care—the key question is whether
or not any Congress will really adhere to the bud-
get. If the demand for medical services is higher
than the government officials anticipated, they will
face intense pressure to discard the budgetary con-
straints and simply increase the health care spend-
ing. In that case, the budget is meaningless.®® If
government officials stand firm by the budget they
created, in the face of rising demand, there will be
a denial of access to medical services, or a more-
or-less sophisticated form of government rationing,
where federal officials will determine which patients
receive care, when they receive it, and under which
conditions they receive it.

Provider Payment. The HHS Secretary is
required to establish, through regulation, fee sched-
ules for doctors, hospitals, and other medical profes-
sionals that are consistent with Medicare payment
rules and recent rules established under the Medi-
care Access and CHIP Reauthorization Act of 2015
as well as those under Obamacare.®

The Medicare physician payment system, which
sets the dollar amounts for roughly 8,000 medical
services, is an administrative payment system. A
complex set of formulas determine and update the
annual amounts of physician payment. At the heart
of this system is the resource-based relative value
scale (RBRVS). With the support of the first Bush
Administration, Congress enacted the Medicare
RBRVS into law as part of the Omnibus Reconcilia-
tion Act of 1989. Under the RBRVS, the “value” of a
physician service is equal to the resources required
to deliver it. The determination of economic “value”

55. Medicare for All Act, Title IV, Section 411, p. 39.

56. Virgil Dickson, “CMS Offers Solutions as Improper Medicaid Payments Skyrocket,” Modern Healthcare, August 30, 2016,
http://www.modernhealthcare.com/article/20160830/NEWS/160839990 (accessed October 24, 2017).

57. Moffit, "Medicare's Next 50 Years,” pp. 18 and 19.
58. Medicare for All Act, Title VI, Section 601, pp. 44 and 45.
59. Medicare for All Act, Title VI, Section 601, p. 46.

60. This is what Congress did with the sustainable growth rate (SGR) formula for limiting and updating physician payment in the Medicare
program. Members of Congress, year after year, repeatedly repudiated their own handiwork.

61.  Medicare for All Act Title VI, Section 611, p. 47.
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in this case is not subject to the free-market forces of
supply and demand, where consumers judge the rel-
ative value of the different commodities, goods, and
services through market transactions. Instead, gov-
ernment officials or their agents determine, for this
purpose, economic value “objectively.” They accom-
plish this feat through a social science measurement
of the various resources that go into providing a par-
ticular medical service, including the time, labor, or
level of effort, as well as practice and malpractice
costs that are appropriate to the service, adjusted
for geographic costs. On a regular basis, special com-
mittees of medical professionals, acting on behalf of
the federal government, meet to evaluate and deter-
mine the “relative values” of medical services.

The Senate bill would also require the Secretary
of HHS to establish a “standardized process” to
review the “relative values” of physicians’ services,
and to consult the “stakeholders” in this process.
The Secretary is further required to present a “writ-
ten plan” to Congress each fiscal year on physician
services, the “relative value” of these services, and
the rationale used for the determination of the “val-
ues” of these services. The bill’s sponsors evidently
believe in the 19th-century economic theory that
the value of goods and services is “objective,” based
on labor or other resource inputs, beyond the per-
ceived benefit or value to a consumer. It is quite the
opposite of modern economics, which holds that the
economic value of goods or services is subjective,
reflecting consumer demand. Of course, in a market,
suppliers of goods and services try to satisfy the per-
sonal wants, needs, or preferences. In such a large
bureaucratic system, as proposed by the bill, the per-
sonal wants, needs, or preferences of individuals are
usually shortchanged if not altogether irrelevant.

For compensating medical professionals, or any
other class of professionals, this is a profoundly
flawed approach to reimbursement; such a top-down,
supply-driven process does not, as noted, account
for value or benefit to the patient.®* The Senate bill
requires that payments for drugs, medical devices,

and medical equipment be “negotiated” between
the manufacturers and the government annually. In
the case of drugs, the Secretary would be required
to establish a national drug formulary, a list of
approved drugs that are to be reimbursed under the
government health plan. In establishing this nation-
al formulary, the Secretary “shall promote the use of
generic medications to the greatest extent possible.”

New Federal Trust Fund. The bill would cre-
ate a “Universal Medicare Trust Fund” for all fed-
eral monies deposited or appropriated to, or trans-
ferred from, the general fund in the Treasury, as well
as any “gifts and bequests.” The bill automatically
appropriates monies to the Trust Fund for each fis-
cal year beginning on the date on which benefits first
become available.®® In other words, like the Medi-
care program, the funding for the new government
health plan is a permanent, indefinite appropriation,
meaning that it is mandatory entitlement spending,
not subject to the annual appropriations process
of Congress.

In the case of existing government health pro-
grams, the bill states, “Notwithstanding any other
provision of law, there are hereby appropriated to
the Trust Fund for each fiscal year, beginning with
thefirstfiscal year beginning on or after the effective
date of benefits under Section 106, the amounts that
would have otherwise have been appropriated to
carry out the following programs.”** Included in this
sweeping, automatic rechanneling of appropriated
funds are amounts that would have otherwise gone
to fund Medicare, Medicaid, the FEHBP, TRICARE,
the federal maternal child and health program, a
number of Public Health Service programs, and “any
other Federal program identified by the Secretary,
in consultation with the Secretary of the Treasury,
to the extent the programs provide for payment for
health services the payment of which may be made
under this Act.”®®> As noted, the bill would provide for
the transfer of funds in the existing Medicare trust
fund into the new Universal Medicare Trust Fund.

62. The Senate bill sponsors at least recognize the need to regularize and make transparent this process of “value determination.” Today, this is,
for the most part, an opaque and mysterious process. Of course, it affects directly members of the American medical profession subjected to
it, and indirectly, of course, the general public. If anything deserves the light of day, the current bureaucratic process of stakeholder valuation
of Medicare's physician services should be at the top of the health care transparency agenda.

63. Medicare for All Act, Title VII, Section 701, p. 55.
64. Ibid., pp. 56 and 57.
65. Ibid.
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Transitioning Out of the Status Quo

During the four-year period between the enact-
ment of the legislation and its full implementation,
the legislation makes a number of major changes to
existing federal government health programs. As a
general matter, these changes would both increase
the benefits offered through these temporary pro-
grams and consolidate the federal government’s
delivery of medical benefits and services.

Medicare. The Sanders bill would progressively
lower the age of Medicare eligibility. The eligibil-
ity standard would include U.S. residency, includ-
ing legal alien status and citizenship, or a person not
otherwise eligible to benefits under Parts A and B
of Medicare.

In the first year of the transition, the existing
Medicare program would be open to all persons
who have reached the age of 55; the second year, all
those who reached the age of 45; and the third year,
all of those who reached the age of 35. The Secretary
would establish an enrollment period for these new
Medicare enrollees, and the Secretary is required
to determine their premiums. In determining the
annual premiums for the new enrollees, the Secre-
tary is to calculate the amount based on the “aver-
age per capita amount for benefits and administra-
tive expenses” that would be payable under Parts
A, B, and D, and, as applicable, Part C, for the newly
enrolled persons.® Persons enrolling in Parts C and
D, where private plans would offer benefits, would be
responsible, as they are today, for paying any addi-
tional premium amounts for these benefits.

For the transition period, the bill makes a number
of other Medicare policy changes. For Medigap cov-
erage, the supplemental private insurance that cov-
ers benefits and costs not covered or reimbursed by
traditional Medicare, the bill would require Medigap
insurers to offer their policies on a guaranteed-issue

basis for newly enrolled individuals, meaning that
they must enroll newly insured persons without
underwriting or evidence of insurability.®”

With regard to traditional Medicare, the bill
eliminates deductibles in Part A (the part of the
program that pays hospitals) and Part B (the part of
the program that reimburses physicians and outpa-
tient medical services). While eliminating the Medi-
care deductibles, the bill also provides for annual
catastrophic coverage for Medicare beneficiaries,
which is the biggest coverage gap in the traditional
Medicare program. In this instance, catastrophic
protection would kick in after a person’s annual
out-of-pocket expenses, such as coinsurance and
copayment, reached $1,500.°® This is a relatively
low threshold, and would increase taxpayer obliga-
tions. The maximum out-of-pocket limit currently
required in Medicare Advantage (MA) is $6,700
annually, though most competing MA plans have
annual limits of between $3,000 and $4,000.%°

Regarding the Medicare drug program, the Sen-
ate bill would reduce beneficiaries’ annual out-of-
pocket threshold to $305, and would eliminate all
beneficiary cost sharing above that threshold.”” The
bill would also enhance the benefit package of tradi-
tional Medicare by adding coverage for dental and
vision services, hearing aids, and examinations to
Part B coverage.” Finally, the bill would eliminate
the current two-year waiting period for Medicare
coverage for eligible disabled persons.”

A Public Option. The Senate bill would create a
“Medicare Transition Plan” that would compete with
private health plans in the Obamacare health insur-
ance exchanges throughout the nation.” This is the
public option. The transitional plan would comply
with all of the Obamacare insurance requirements
necessary to be a “qualified health plan” under cur-
rent law, benefits would have a 90 percent actuar-

66. Medicare for All Act, Title X, Section 1001, pp. 65-69.
67. Medicare for All Act, Title X, Section 1001, p. 71.
68. Medicare for All Act, Title Y, Section 1001, p. 84.

69. On the catastrophic limits for Medicare Advantage, that is, the annual out-of-pocket limits for Medicare beneficiaries, see Medicare.com,
https://qimedicare.com/qlgroup/MedicareAdvantagePartDQA/FAQ.php?fag=What-is-MOOP-or-the-Medicare-Advantage-maximum-out-
of-pocket-limit-&faq_id=605&category_id=149 (accessed October 24, 2017).

70. Medicare for All Act, Title X, Section 1012, p. 87.

71.  Medicare for All Act, Title X, Section 1013, pp. 90 and 91.
72. Medicare for All Act, Title X, Section 1014, p. 93.

73. Medicare for All Act, Title X, Section 1002, p. 72-83.
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ial value, and enrollment would be open to any U.S.
“resident.”

Payment to doctors, hospitals, and other medical
professionals would be set at Medicare fee for ser-
vice rates, and payment for prescription drugs under
the plan would be subject to government “negotia-
tion.” If the administrator of the Centers for Medi-
care and Medicaid Services (CMS) and the drug
manufacturers are unable to come to an agreement,
the administrator “shall” establish a payment rate
that is the lesser of drug payments under the Veter-
ans Administration program or the drug payments
for the Department of Defense and state Medicaid
programs.”™

Physicians and other medical professionals par-
ticipating in the Medicare or Medicaid programs
would be required to participate as “providers” in
the Medicare Transition Plan: “A health care provid-
er that is a participating provider of services or sup-
plier under the Medicare program under Title XVIII
of the Social Security Act (42 U.S.C. 1395, et seq.) or
under a State Medicaid plan under Title XIX of Such
Act (42 U.S.C. 1396, et seq.) on the date of the enact-
ment of this Act shall be a participating provider in
the Medicare Transition plan.””> (Emphasis added.)
For the vast majority of American physicians, this
provisionwould amount to government conscription.

The current income cap of 400 percent of the
federal poverty level (FPL) for eligibility for Obam-
acare premium tax credits would be lifted for those
enrolling in the transitional plan. The CMS admin-
istrator would determine the premium amounts for
plan enrollees, and these amounts “may vary” based
on family or individual coverage, age, and tobacco
status, but not the “rating area”; the administrator
must also take into consideration the cost-sharing
reductions and premium tax credits available.”

The bill also provides for special premium tax
credits for the public plan for low-income persons
in states that did not expand their Medicaid cover-

age. Premium tax credits for enrollees in the pub-
lic option would be available for all those below 100
percent of the FPL.”” The premium tax credit would
be re-adjusted so that those with annual incomes
below 100 percent of the FPL would pay no more
than 2 percent of their household income in premi-
um, and those with an income at 150 percent of the
FPL would pay no more than 5 percent.”® The bill
also authorizes the HHS Secretary to set new cost-
sharing rules for these enrollees.

Senator Sanders’ bill thus delivers on a major
Obama Administration policy objective that was
scuttled during the Obamacare debate in 2010: a
“robust public option”—a government health plan—
that would compete against private health plans
in the national health law’s insurance exchanges
throughout the nation. Proponents have long argued
that a “public option” would enhance market compe-
tition and, among other things, keep private insur-
ers “honest.” The initial 2009 legislative version
of what would eventually emerge as the Affordable
Care Act, the House Tri-Committee bill, included
a public option and provided it with special advan-
tages, such as artificially low provider payment rates
based on the Medicare payment system and a shift
of financial risk to the taxpayers.” The Sanders’ bill,
with special rules for the transition plan, provides
that advantage. In fact, the original proponents of
the public-option strategy made it quite clear that
the purpose of the proposal was to undercut private
health plans, drive them out of the market, and cre-
ate a single-payer system in the process. The Sand-
ers’ proposal would thus accelerate the transition to

the universal government health plan.

A Large and Expensive Program

As noted, the Senate bill contains no provisions
for financing the new government health program.
The CBO has not yet provided a tax and budget score
of the legislation. Nonetheless, Senator Sanders has

74. lbid., p. 75.
75. Ibid., p. 76.
76. lbid., pp. 76 and 77.
77. Ibid. p. 79.
78. lbid., p. 80.

79. For a description of the measure, see Robert E. Moffit, “Statement on the Tri-Committee Draft Proposal for Health Care Reform,” testimony
before the Education and Labor Committee, U.S. House of Representatives, June 23, 2009, http://www.heritage.org/testimony/statement-

the-tri-committee-draft-proposal-health-care-reform.
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provided a list of “options”—new federal taxes—to
finance the new government health plan along with
10-year revenue estimates.®® The new federal taxes
would serve the dual function of funding the new
government health plan and furthering a greater
government redistribution of Americans’ income.

Taxing the Middle Class. Senator Sanders’ tax
proposals, or some combination of them, would
be the financial foundation of this program. They
include a 7.5 percent income-based premium paid
by employers (estimated to raise $3.9 trillion); a 4
percent income-based premium paid by all house-
holds (estimated to raise $3.5 trillion); new revenues
from the abolition of existing federal tax breaks for
insurance—tax expenditures—especially the federal
tax exclusion for employment-sponsored insurance
(estimated to raise $4.2 trillion).®

Taxing the Rich. Senator Sanders has also sug
gested new taxes on upper-income Americans, includ
ing a set of progressively higher marginal tax rates.
For example, for Americans with annual incomes of
between $250,000 and $499,000, there would be a
marginal income tax rate of 40 percent. For Ameri-
cans with an annual income of between $500,000
and $2 million, the rate would increase to 45 percent.
For those at the very top of the income scale, making
more than $10 million, the marginal income tax rate
would climb to 52 percent ($1.8 trillion). There would
also be a special wealth tax on approximately 160,000
households with the highest incomes ($1.3 trillion). 8

For Americans with a household income above
$250,000 annually, Senator Sanders has suggested
an end to special tax breaks for capital gains and div-
idends, and has called for capping itemized deduc-
tions at 28 percent. He has also suggested closing
certain business “loopholes” for those who run an
S-Corporation—a small business.

Senator Sanders has also suggested an increase
of the estate tax—replacing the existing 40 percent

estate tax rate with a progressive tax rate ranging

from 45 percent to 55 percent, depending on the

value of the estate, with an additional 10 percent sur-
tax on estates’ value in excess of $500 million for sin-
gle individuals and $1 billion for married couples.®

For those who run corporations, Senator Sand-
ers has suggested a one-time tax on offshore profits
($767 billion), a new fee on large financial institu-
tions ($117 billion), and the repeal of miscellaneous

“corporate accounting gimmicks” ($112 billion).5*

Previous Independent Estimates. In 2016,
independent analysts, operating with different
assumptions and models, examined an earlier ver-
sion of the Medicare for All Act. The bill’s financing
was broadly similar to, but less robust than, the 2017
version: an employer payroll tax of 6.2 percent; an
income-related premium tax of 2.2 percent for all
households; the elimination of existing tax expendi-
tures; and a series of new taxes on wealthy citizens,
including increased marginal tax rates, taxes on
capital gains and dividends, increased estate taxes,
and new corporate taxes. Senator Sanders estimated
new spending of the proposal at $13.8 trillion from
2017 to 2026.

Dr. Kenneth Thorpe, a professor at Emory Univer-
sity and a former health policy advisor to President
Bill Clinton, basing initial estimates on the 2016 ver-
sion, found that the real cost of the Sanders proposal
was indeed much higher: $24.7 trillion over the period
2016 t02024. The annual cost of the plan, according to
Professor Thorpe, would be $2.5 trillion per year, cre-
ating “an average of over $1 trillion per year financing
shortfall.”®®> Because the true cost of the Sanders plan
would be much higher, the funding requirements
would also be much steeper. In his analysis of the
plan, Thorpe concluded that the combined employer
payroll and income taxes would have to increase from
8.4 percent to 20 percent. Specifically, the employer-
based payroll tax would have to increase from 6.2 per-

80. Senator Sanders does not specify whether all of these options may be necessary or some combination of them, and merely offers them for

further consideration.

81. Bernie Sanders, “Options to Finance Medicare for All," September 2017, https://www.sanders.senate.gov/download/options-to-finance-
medicare-for-all?id=8E063228-2387-4805-BFD2-82EA218861DA&download=1&inline=file (accessed October 24, 2017).

82. Ibid.
83. Ibid.
84. Ibid.

85. Kenneth E. Thorpe, "An Analysis of Senator Sanders Single Payer Plan,” Healthcare-Now!, January 27, 2016, p. 1,
https://www.healthcare-now.org/296831690-Kenneth-Thorpe-s-analysis-of-Bernie-Sanders-s-single-payer-proposal.pdf

(accessed October 24, 2017).
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CHART 1

Taxes Needed to Pay for Sanders’ Health Care Plan

An analysis of Senator 15%
Sanders’ 2016 proposal for
single-payer health care
found that the proposal’s
tax increases would still
fall short of the necessary
funds. Full financing would
require a 20 percent tax
increase on income.
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NOTE: Figures are based on Sanders’ 2016 plan. Taxes reflect what are needed to compensate for the $1.1 trillion in federal financing that were

not accounted for (under-financed) in Sanders’ calculations.

SOURCE: Kenneth E. Thorpe, “An Analysis of Senator Sanders’ Single Payer Plan”, Emory University, January 27, 2016, pp. 1and 5,
https:/www.scribd.com/doc/296831690/Kenneth-Thorpe-s-analysis-ofBernie-Sanders-s-single-payer-proposal (accessed October 10, 2017).
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cent to 14.3 percent, and the income-related premium
tax would have to increase from 2.2 percent to 5.7 per-
cent: “Overall,” Thorpe concluded, “over 70 percent of
the working privately-insured households would pay
more under a fully funded single payer plan than they
do for health insurance today.” 8

Thorpe noted that the 2016 Sanders plan would
have some unpleasant distributional impacts on
certain low-income populations, not just the “rich.”
For example:

Medicare beneficiaries would no longer pay pre-
miums and face no cost-sharing but would pay
higher taxes. In general, small businesses that do
not offer insurance today with 50 or fewer work-

ers would face a 6.2 percent payroll tax increase.
Low income populations living in poverty receiv-
ing Medicaid would pay more through the 2.2

percentincome tax and the 6.2 percent reduction

in wages.%”

Scholars at the Urban Institute, a prominent lib-
eral-leaning think tank based in Washington, also
conducted an analysis of the 2016 Sanders plan. It
estimated that the total federal cost would amount
to $32 trillion from 2017 to 2026.% According to the
Urban Institute analysts,

The increase in federal spending is so large
because the federal government would absorb a

86. Ibid.
87. Ibid.

88. John Holohan et al., “The Sanders Single-Payer Health Care Plan: The Effect on National Health Expenditures and Federal and Private
Spending,” The Urban Institute Research Report, May 2016, https://www.urban.org/sites/default/files/alfresco/publication-pdfs/2000785-
The-Sanders-Single-Payer-Health-Care-Plan.pdf (accessed October 25, 2017).
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substantial amount of current spending by state
and local governments, employers and house-
holds. In addition, federal spending would be
needed for newly covered individuals, expanded
benefits and the elimination of cost-sharing for
those insured under current law, and the new
long-term support and services program.®

Like Thorpe, the Urban Institute analysts esti-
mated that the true costs of the Sanders proposal
would outrun the projected revenues. They estimat-
ed that from 2017 to 2026, the taxes to finance the
government health plan would raise $15.3 trillion in
revenue. This, the Urban Institute analysts conclud-
ed, would be “approximately $16.6 trillion less than
the increased federal cost of his health plan esti-
mated here. The discrepancy suggests that to fully
finance the Sanders approach, additional sources
of revenue would have to be identified; that is, the
proposed taxes are much too low to fully finance the
plan.”*°

Conclusion

The ongoing national health care debate is not
simply a dispute over health care costs, access, or
quality. Virtually all Americans, as well as their
elected representatives, agree that there should be
a dramatic expansion of health insurance coverage.
They also generally believe that government should
assist, in some way, those who are poor and sick.
They favor policies that would restrain the growth
in health care costs, or preferably reduce them. They
also support policies that would improve the qual-
ity of care that Americans get from doctors, hospi-
tals, and health plans and programs, especially pub-
lic programs.

A fundamental conflict of visions is, however, at
the heart of this debate. There are those for whom
the provision of health care services should be a pub-
lic responsibility and a federal entitlement. There are
others for whom health care should be a matter of
personal responsibility, and the choice of health care
services should be an exercise of personal freedom.
In that sense, the current debate is not just a health
policy debate, but rather a quintessentially political
debate over power and control. For some, govern-

CHART 2

Sanders Plan Generates
Trillions in Unfunded Costs
According to the Urban Institute, Senator
Sanders’ single-payer health care plan
would raise $15.3 trillion from 2017 to 2026,

which would be $16.6 trillion short of the
revenues necessary for full financing.
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NOTES: Figures are based on Sanders’ 2016 plan. The Urban
Institute projects a total 10-year cost of $32 trillion. The Urban
Institute asserts that this under-financing will demand
“additional sources of revenue,” meaning new taxes. The
taxes and shortfall may be more severe, as indicated on page
1in the Urban Institute’s report, “Response to Criticisms of
Our Analysis of the Sanders Health Care Reform Plan,”
https://www.urban.org/research/publication/response-
criticisms-our-analysis-sanders-health-care-reform-plan
(accessed October 19, 2017). They now believe they may have
underestimated the cost of Sanders’ plan.

SOURCE: John Holahan, Matthew Buettgens, Lisa
Clemans-Cope, Melissa M. Favreault, Linda J. Blumberg, and
Siyabonga Ndwandwe, “The Sanders Single-Payer Health
Care Plan: The Effect on National Health Expenditures and
Federal and Private Spending,” Urban Institute Research
Report, May 2016, pp. 3 and 4, https:/www.urban.org/
research/publication/sanders-single-payer-health-care-plan-
effect-national-health-expenditures-and-federal-and-private-
spending/view/full_report (accessed October 10, 2017).
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ment should have the power to make the key deci-
sions in the system, and government should control
the flow of health care dollars. For others, individuals
and families should have the power to make the key
health care decisions, and individuals and families
should control the flow of health care dollars.

Americans today are struggling in a complex sys-
tem that does not fully reflect either vision, though,
itis clear, that the role of the federal government has
greatly increased with the enactment and imple-
mentation of Obamacare, where the federal govern-
ment is now exercising plenary regulatory power
over the nation’s individual and small-group health
insurance markets. This attempt at centralized fed-
eral regulation has proven to be a costly and painful
experiment for middle-class Americans trapped in
these severely damaged markets without the gen-
erous taxpayer subsidies that insulate low-income
persons from the ugly reality of rapidly rising health
care costs. Middle-class Americans in these markets
face skyrocketing premiums and explosive deduct-
ibles, narrower provider networks, and fewer choic-
es of health plans and providers.

Senator Sanders and his Senate colleagues have
performed a valuable service in sponsoring their
comprehensive legislation. They have outlined in

detailed legislative text what a government-man-
aged health care system would look like. They have
made it clear that it would function as a monopoly,
and that it would outlaw almost all private insurance
options, including the employer-sponsored coverage
that most Americans today enjoy. They have guar-
anteed a very large increase in taxes, along with the
creation of a powerful bureaucracy that will exercise
direct and detailed control over health benefits, lev-
els of coverage, health care payments, reimburse-
ments, and even medical practice. They have also
made it clear that the personal rights of conscience,
relating to sensitive moral and ethical issues, will be
violated routinely, and that taxpayers, regardless of
their ethical objections, will be forced to finance the
destruction of innocent, unborn human life.

Senator Sanders and his colleagues have outlined
clearly their vision of the future of American health
care. It is long past time that the President and his
congressional allies clearly outline their own vision
of the future of American health care—and fight
for it.

—Robert E. Moffit, PhD, is a Senior Fellow in
Domestic Policy Studies, of the Institute for Family,
Community, and Opportunity, at The Heritage
Foundation.
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