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KEY TAKEAWAYS

Single-payer health care would estab-
lish government control over health
care, requiring Americans to surrender
key health care decisions to the fed-
eral government.

H.R. 1384 would outlaw virtually all private

and employer-sponsored health insurance,

as well as Medicare, Medicaid, and most
other federal health programs.

H.R. 1384 would also impose major restric-
tions on patients’ rights to secure health
care outside the government program.

epresentative Pramila Jayapal (D-WA) and

112 other House Members are sponsoring

the Medicare for All Act of 2019 (H.R. 1384).
The bill thus enjoys the support of almost half the
entire Democratic membership of the U.S. House
of Representatives, while similar Senate legislation
is being co-sponsored by leading candidates for the
Democratic presidential nomination.!

The House bill, like its Senate companion—the
Medicare for All Act of 2019 (S. 1129)—would confer
enormous power on Washington officials, creating
an authoritarian system of detailed federal control
over virtually every aspect of American health care
financing and delivery.> As Dr. Niran S. Al-Agba, an
assistant professor at the University of Washington
Medical School, and a practicing physician, explains,

“Recent polls show a majority of Americans support
‘Medicare for All,” but few seem to realize that no

This paper, in its entirety, can be found at http://report.heritage.org/bg3423

The Heritage Foundation | 214 Massachusetts Avenue, NE | Washington, DC 20002 | (202) 546-4400 | heritage.org

Nothing written here is to be construed as necessarily reflecting the views of The Heritage Foundation or as an attempt to aid or hinder the passage of any bill before Congress.



BACKGROUNDER | No. 3423

heritage.org

other system in the world operates like the current single payer proposals
in Congress.”®

The legislation would create a national health insurance program, while
outlawing almost all private and employer-sponsored health insurance. It
would abolish virtually all of the federal government’s existing health programs,
including Medicare, Medicaid, and the Federal Employees Health Benefit
Program (FEHBP). It would also impose severe restrictions on the ability of
doctors and patients to engage in private agreements outside the system.

According to a complete set of 2017 data, approximately 9 percent of
the Americans are uninsured.* To achieve “universal coverage,” the con-
gressional sponsors of the legislation nonetheless insist on outlawing
the existing coverage of almost every other American. Only the relatively
small number of enrollees in the U.S. Department of Veterans Affairs’ (VA’s)
health benefits and the Indian Health Service would be allowed to keep
their current coverage.

The Secretary of the U.S. Department of Health and Human Services
(HHS) would be the central decision maker in the system. The Secretary
would exercise enormous control over the financing and delivery of health
care benefits and medical services and the availability and pricing of pre-
scription drugs, as well as the conditions of participation and practice of
doctors, nurses, and other medical professionals.

Major Consequences of “Medicare for All”

If the House bill were to become law, Americans could expect major
changes to their health coverage, including:

Elimination of Existing Private and Employer-Sponsored Insur-
ance and Coverage Plans. Under Section 107 of Title I of the House bill,
it would be “unlawful” for any private health plan to offer any coverage
that “duplicates” the coverage of the government health insurance program.
With regard to employer-sponsored insurance, Section 801 of Title VIII,
declares that “no employee benefit plan may provide benefits that duplicate
payment for any items or services for which payment may be made under
the Medicare for All Act of 2019.” That provision would outlaw the existing
job-based health coverage of approximately 160 million Americans, regard-
less of whether they liked their health plans or not.®

Involuntary Enrollment of Medicare Beneficiaries and Other
Health Program Recipients. Under Title IX of the House bill, two years
after the date of enactment, all coverage ends for Medicare, Medicaid, the
State Children’s Health Insurance Program (CHIP), the Tricare program
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for military dependents, the FEHBP, and the health insurance plans created
under the Affordable Care Act (ACA) of 2010. As noted, only the VA and
Indian Health Service programs (with a combined enrollment of just 9.9
million) would remain.

New Restrictions on Independent Doctor-Patient Agreements. The
House bill would restrict the rights of doctors and patients to contract pri-
vately for medical services outside the national health insurance program.
For physicians who “participate” in the program, there would be a financial
penalty for entering into a private contract with a patient: The doctor would
have to refrain from treating any other patient enrolled in the program for
one full year. A tiny number of physicians might be able to sustain a private,
independent medical practice; the vast majority of doctors could not. As
Dr. Adam Gaffney, president of Physicians for a National Health Insurance
Program, admits: “Whether there’s someone out in Beverly Hills who sees
the stars and doesn’t partake—that would be possible. The way the whole
program is structured is really to make it such that that’s a very insignificant
overall phenomenon.”® Escaping the system would be the prerogative only
of well-situated elites.

Compulsory Taxpayer Funding of Abortion. According to Section
201 of Tile II, the bill provides coverage for “comprehensive, reproductive,
maternity and newborn care.” As Politico reports, “Though the word ‘abor-
tion’ does not appear anywhere in the text, its authors have confirmed that
it’s covered.”” The House bill also creates a Universal Medicare Trust Fund
for the disbursement of all program funds, including provider reimburse-
ments. Under Section 701 of Title VII, “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 services shall not apply to monies in the Trust Fund.”® In
other words, the House bill would effectively nullify the Hyde Amendment
and all other legislative restrictions on the use of federal funds for abortion.

Aside from reversing decades of federal policy restricting the use of tax-
payer money for abortion, Section 103 of Title I specifies that no person
can be “denied the benefits” of the program, and section 301 of Title III
mandates that services are to be “furnished by the provider without discrim-
ination.” In short, the bill would apparently override the ethical objections
of medical professionals who do not want to participate in abortion.’

Mysterious Financing and the Imposition of Large and Unknown
Costs. Neither the Congressional Budget Office (CBO) nor the Office of the
Actuary at the Centers for Medicare and Medicaid Services (CMS) have
released any cost analysis or budget estimates of either the House or Senate

“Medicare for All” bills.

JULY 19,2019 | 3



BACKGROUNDER | No. 3423 JULY 19,2019 | 4
heritage.org

The House bill has no financing provisions, a notable departure from the
earlier version of the House bill, H.R. 676.%° Senator Bernie Sanders’ (I-VT)
bill also has no financing provisions. Like Senator Sanders, Representative
Jayapal, however, has said that she would release a separate list of “potential
taxes” to finance the program." The congresswoman has not yet released
such alist.

Focusing on Senator Sanders’ broadly similar Senate plan, analysts from
the Urban Institute and the Mercatus Center have previously estimated
that the 10-year additional cost to federal taxpayers would be approxi-
mately $32 trillion. In recent congressional testimony, Charles Blahous of
the Mercatus Center and a former trustee of the Medicare program, noted
that, based on his previous analysis of the Senate bill, the additional federal
costs of Medicare for All could be as much as $38.8 trillion; and the total
costs of health care—including the costs currently incurred by Medicare
and Medicaid and other government and private health programs—could
range between $54.6 trillion and $60.7 trillion over the first 10 years."? The
addition of long-term care coverage to the House bill—a cost not included in
Blahous’s initial estimates—would mean that total costs of the most recent
versions of the House and Senate bills would be higher.”® As Blahous further
noted: “We have no experience with enacting federal cost assumptions of
this magnitude, which renders these numbers especially difficult for many
to conceptualize.”*

Thus far, the true cost of the legislation remains an elusive target of
sophisticated guesswork. As noted, the CBO has not yet released a cost
or tax estimate of the House bill, or of its Senate counterpart. Based on a
variety of previous estimates of the Senate bill, however, aggregate federal
spending would surely double, at the very least, along with the enormous
taxes to sustain the program. Contrary to the claims of its champions, it is
also unlikely that Medicare for All would yield significant overall savings."

Displaced Workers and Families. Because the House bill would elim-
inate virtually all existing private health insurance, Representative Jayapal,
the chief sponsor of the House bill, has conceded that the enactment of the
legislation would cause an estimated 1 million health insurance workers
nationwide to lose their jobs. To compensate, the bill would provide fund-
ing for a new program for displaced insurance industry workers and their
families. Displaced workers would be able to receive financial assistance
for up to five years following the date of the enactment of the act. The spe-
cial assistance for the newly unemployed health insurance workers would
compensate them for lost wages and retirement, as well as provide for job
training and education benefits.'
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However, the economic impact of the abolition of all private health
insurance, as well as the anticipated government payment reductions to
doctors, hospitals, and medical professionals, could be severe.'” Moreover,
the legislation would not only affect insurance company employees nega-
tively, but also those engaged in ancillary services.

The Creation of a National Health Insurance Program

The House bill would create a “national health insurance program to
provide comprehensive protection against the costs of health care and
health related services, in accordance with the standards specified in, or
established under, this Act.”*® All people living in the U.S.—regardless of
their legal status—would be eligible for the program.!” According to the CBO,
based on 2018 data, this would include an estimated 11 million people.?° To
deter migration for additional enrollment, the bill provides: “In regulating
such eligibility, the Secretary shall ensure that individuals are not allowed
to travel to the United States for the sole purpose of obtaining health care
items and services provided under the program established under this Act.”

The Secretary “shall” also provide a “mechanism” for enrollment, includ-
ing automatic enrollment at the time of birth and upon the establishment
of residency in the United States. In all cases, the beneficiaries are to be
issued a “Universal Medicare card.”*?

Universal Enrollment. Under Title I, Section 101, of the House bill, the
HHS Secretary would be required to issue regulations for determining U.S.
residency, and thus eligibility, for the program. The purpose of the bill is to
ensure that “every person in the United States has access to health care.”

Under Section 103, the bill would establish “freedom of choice,” mean-
ing that an “eligible” person would be able to secure benefits and services
from any “institution, agency or individual ‘qualified’ to participate under
this Act.”*

Under Section 104, the bill would forbid discrimination or the denial
of medical benefits, items, or services to any resident of the United States.

“Discrimination” would not only encompass discrimination based on race,
sex, religion, or national origin, but also, “sex stereotyping, gender identity,
sexual orientation, and pregnancy and related medical conditions (includ-
ing the termination of pregnancy).”?®

The House bill further provides that any person claiming to be a victim
of discrimination would have a right to present a grievance through admin-
istrative channels, under procedures to be established by the Secretary, as
well as aright of action in federal courts. The text makes clear that nothing
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in the new language of the bill concerning discrimination is to be construed

in such away as to invalidate the existing rights of persons who claim griev-
ances under Section 1557 of the ACA, the Civil Rights Act of 1964, or any
state laws that provide additional protections to persons claiming to be

victims of discrimination.?¢

The Elimination of Existing Health Insurance

In creating a national health insurance program, the House bill would
effectively eliminate almost all existing health insurance coverage, whether
delivered by third-party payers in the public or the private sector. Such leg-
islation would thus impact approximately 246.5 million Americans under
the age of 65 with health insurance, as well as nearly 59 million Medicare
beneficiaries.””

According to Section 107 of Title I, it “shall be unlawful for (1) a private
health insurer to sell health insurance coverage that duplicates the bene-
fits provided under this Act; or (2) an employer to provide benefits for an
employee, former employee, or the dependent of an employee of former
employees that duplicate the benefits provided under this Act.”*®

Under Section 801, the bill prohibits employers from offering health
insurance that provides benefits or services included in the government
plan: “[N]o employee benefit plan may provide benefits that duplicate pay-
ment for any item or service for which payment may be made under the
Medicare for All Act of 2019.7%°

Under Section 901, two years after the enactment of the legislation, the
bill would abolish almost all major health care programs: Medicare, Medic-
aid, CHIP, Tricare, and the FEHBP. Under Section 701, on January 1 of the
first year after the bill’s enactment, the annual aggregate funding for these
major government health programs would be transferred to a new federal
trust fund: the Universal Medicare Trust Fund.

Under Section 902, two years after the legislation’s enactment, all cover-
age for persons enrolled in any health plan being offered through the ACA’s
health insurance exchanges would also be terminated.

The Universal Medicare Trust Fund would also absorb projected funding
for the maternal and child health care program created under Title V of
the Social Security Act, and the vocational, and rehabilitation and mental
health services programs established under the Public Health Service Act.
The new trust fund would also get funding transfers from “any other pro-
gram” identified by the HHS Secretary in consultation with the Secretary
of the Treasury.*
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These provisions are not only a radical and unprecedented restriction
on the right of Americans to purchase their own health care coverage—they
are also adramatic departure from the practice of most other nations with

“universal coverage.”® As CBO analysts observe: “Some people might prefer
to enroll in a substitutive insurance plan that suited their needs better than
the public plan. Substitutive insurance might also improve the quality of
care for people in both private and public plans.”3?

The Federal Standardization of Health
Benefits and Services

The House bill would provide 14 categories of health care benefits and
medical services, including long-term care services and supports (LTSS).
Though this is a comprehensive health benefits package, the Secretary is to
review and evaluate these benefits and services at least annually, and make
recommendations to Congress on proposed changes to the federal govern-
ment’s benefit offerings. The Secretary is to provide for medical services
that are “medically necessary” and appropriate,* and conduct reviews and
evaluationsin light of emerging information related to changes in medical
practice or advances in medical science and technology.

Congress, of course, would ultimately determine which medical benefits
and services all Americans would receive in the government health pro-
gram. The bill specifies that the House Energy and Commerce Committee
and the House Ways and Means Committee would be required to receive
the Secretary’s benefit recommendations and hold annual hearings on
these recommendations. For both major congressional committees, these
procedural requirements would be enacted as a rule of the House of Repre-
sentatives, and, in the event of a conflict with other rules, this health policy
rule would supersede any other rule of the House of Representatives.**

In preparing benefit recommendations, the Secretary is to consult with
the Director of the National Center for Complementary and Integrative
Health of the CMS, the Commissioner of the Food and Drug Administra-

B N13

tion, as well as “research institutions,” “nationally recognized” specialists in
complementary and integrative medicine, and other experts. State officials
could also mandate the addition of medical benefits and services for their
residents, but only at the expense of their own state taxpayers.®

Following the practice of current Medicare law, the Secretary is required
to make “national coverage determinations” for new or “experimental”
medical items and services, and establish an appeals process to adjudicate

the HHS coverage decisions.?®
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TEXT BOX'1

Benefit Categories Under the
Medicare for All Act of 2019

H.R. 1384, Title II, Section 201, specifies the following categories that would be
covered under federal law:

o Hospital services, including o Pediatrics;
inpatient and outpatient care, o Oral health, audiology, and
emergency services, and inpatient vision services;
prescription drugs; o Rehabilitation and habilitation
o Ambulatory patient services; services and devices;
e Primary and preventive care o Emergency services and
services, including chronic dis- transportation;
ease management; o Early and periodic screening, diag-
e Prescription drugs and medical nostic, and treatment services;
devices, including outpatient pre- e Necessary transportation to
scription drugs, medical devices, hospitals or clinics for persons
and biological products; with disabilities and low-income
o Mental health and substance abuse individuals (as determined by the
treatment, including inpatient care; HHS Secretary); and
e Laboratory and diagnostic services; e Long-term care services
e Comprehensive reproductive, and supports.

maternity, and newborn care;

Likewise, the bill authorizes the Secretary to establish medical practice
guidelines to govern the delivery of medical services. The language of the
bill specifies, however, that in the event that a doctor or medical profes-
sional determines that it would be necessary to override these guidelines,
the provider may do so, provided that the practitioner’s “best judgement”
is in accord with state law, is “medically necessary” and appropriate, and
accords with the “best interest” of the patient or the patient’s wishes. Based
on these considerations, the actions of the doctor or medical professional
would be deemed to be in accordance with the federal practice guidelines
authorized under the government’s national health insurance program.*

No Cost Sharing. The House bill would guarantee U.S. residents that
their care would be “free” at the point of service. The legislation would thus
prevent any doctor or other medical professional from levying any charge
over and above the government payment for a medical benefit or service.
The bill would also outlaw cost sharing in the government health insurance
program. Under Section 202, the Secretary “shall ensure that no cost shar-
ing, including deductibles, coinsurance, copayments or similar charges, is
imposed on an individual for any benefits provided under this Act.” This
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provision is not only a major departure from current federal health policy;
it is also very different from the common practice of other nations with
“universal” health care systems.3®
Aside from private health insurance, major federal health programs,
such as traditional Medicare, Medicare Advantage, the Medicare Part D
prescription drug program, and the FEHBP, deploy cost-sharing strategies
to constrain excessive use and contain health care costs. While zeroing out
up-front patient costs would secure “free” care at the point of service, it
would also guarantee that the total cost of health care would be much higher
at the back end, thus sharply increasing the financial burden on patients as
federal taxpayers. As CBO analysts observe, “[E]xisting evidence indicates
that people use more care when the cost is lower, so little or no cost sharing
in a single payer system would tend to increase the use of services and lead
to additional health spending, as well as more government spending.”’
Long-term Care. The House bill would provide a comprehensive set
of long-term care services and supports. The Secretary would be required
to issue eligibility rules for U.S. residents who suffer from medical condi-
tions related to aging, physical or mental disabilities (“cognitive or other
impairments”) that result in “functional limitations” in performing the
“activities of daily living,” or need assistance in performing “instrumental
activities of daily living.”*°
In administering the new federal long-term care benefit, the Secretary
is authorized to establish standards for nine categories of care. This care,
however, is to be “tailored to an individual’s needs.”* The statutory lan-
guage is quite specific with respect to the standards of care. The Secretary

13

must promulgate standards that meet the patients’ “physical, mental and
social needs,” provide the “maximum possible autonomy,” and secure the
“maximum possible civic, social and economic participation.”*?

In developing long-term care regulations, the Secretary is to consult with
aspecial advisory commission comprised of a specified set of “stakeholders,”
including people with disabilities, disability organizations, groups that rep-
resent the “gender, racial and economic” diversity of the nation’s disabled
population, as well as representatives of the “provider community,” organized
labor, policy experts, and “relevant” academic and research institutions.*

Adding the long-term care services and supports to the government’s
health insurance program, along with three other benefit categories, would
require a significantly larger budgetary commitment than previous iter-
ations of “Medicare for All” legislation.** The CBO reports that in 2016
alone, the total spending—mostly government spending—for long-term
care amounted to $366 billion.*® As CBO analysts further observe:
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Public spending would increase substantially relative to current spending if ev-
eryone received LTSS benefits. Under the current system, many people receive
Medicaid benefits for such services, but use their own funds to pay for LTSS
before they qualify for Medicaid; state Medicaid programs currently pay about
half the cost of such services. Private insurance accounts for a small portion

of LTSS spending. Under a single payer system, government payments could
replace payments by individuals and private insurance.*°

CBO analysts also note that most of the financial support for persons
needing assistance with activities of daily living comes from the financial
contributions and the unpaid care from family, relatives, and friends of the
patients. With the creation of a universal entitlement to long-term care,
there would be a major cost shift from families providing “informal care,” as
well as existing private and insurance payment, to the public sector. This is
particularly true if the government health insurance program covers both
home-based and community-based care.*” The House bill includes both
home-based and community-based care categories. *

RAND Corporation analysts estimate that about half of the “informal”
care of family and friends would shift to “formal” care, and they project
that there would be a 200 percent increase in formal-home-care cost and
a 10 percent increase in nursing-home cost.*

New Regulations for Physicians and
Other Medical Professionals

Physicians and other medical professionals often complain about the imposition
of administrative and paperwork burdens—the hassle factor—that accompany
complex third-party payment systems in both the public and the private sector.
These burdens, particularly compliance and reporting requirements, are often
demoralizing and among the chief causes of widely reported American physicians’

“burn-out” and the accelerated practitioner retirements contributing to the
nation’s physician shortages.* Based on the worsening conditions in Britain’s
National Health Service (NHS), the proposition that a single-payer system would
somehow remove such burdens is unsupported by the empirical evidence.™

The House bill would, in fact, create a large and formidable regulatory
regime. It would not only establish rigorous conditions of provider partic-
ipation and reporting requirements, but also tightly control the character
and scope of medical practice.

Provider Agreements. Today, state agencies and professional orga-
nizations have the primary responsibility for establishing licensing and
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standards of practice for physicians and specialists, as well as for the

licensing and scope of practice rules for other medical professionals,
such as nurses, nurse practitioners, dental assistants, and a wide variety
of other health care workers. Under the House bill, doctors, nurses, and

other medical professionals would also be required to meet new standards

of qualification for practice in the government health insurance system, and

accept and abide by the terms and conditions of medical practice, including

federal practice guidelines such as new federal restrictions on their ability
to provide medical services even outside the national program. The statu-
tory text clarifies that medical professionals must not only meet the existing

terms and conditions required under the current Medicare law, but that

they would also have to sign a special “participation agreement” and file it

with the HHS Secretary.

Under that legal arrangement, physicians and other medical profes-
sionals would have to agree to a number of conditions. They would have to
acknowledge their responsibility to provide the medical benefits, items, and
services available under the government program; agree to the full range
of “non-discrimination” requirements specified in the legislation; levy no
charge for any covered item or service above the amount reimbursed by
the federal government; and submit any “such information” that the HHS
Secretary may require in his or her efforts to secure the quality of care, as
established under the federal government’s standards. Physicians and other
medical professionals must also agree to submit billing or payment records,
or any statistical data being gathered by the federal government, for “such
other purposes” as the Secretary may require in the course of administering
the program.®?

The bill requires doctors, hospitals, and all other medical professionals
receiving government payment to submit paperwork concerning reim-
bursement within 30 days of providing the covered items or services.*
On a quarterly basis, these “providers” must also comply with reporting
requirements concerning conflicts of interest, as required by regulation.
Giving proper notice, the Secretary can terminate a “provider participa-
tion agreement” if the physician or another medical professional fails to
comply with the statutory or regulatory requirements of the Act, or due to
of aviolation of the Act’s fraud and abuse provisions.

The bill includes language designed to protect “whistleblowers.” Doc-
tors and hospital officials would be protected from unlawful terminations,
such as terminations related to their cooperation with federal or state law
enforcement officials, testifying before legislative committees concern-
ing violations of the provisions of the Act, or refusing to violate the Act
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or refusing to participate in efforts to violate the provisions of the Act.
Beyond doctors, hospital officials, or other medical professionals, these
protections would also apply to their employees. All such persons would
enjoy the “anti-retaliation” protections of the Federal False Claims Act or
similar protections embodied in federal or state laws. Moreover, all such
persons would also have a right of action in federal courts.

Federal Quality Standards. A “qualified” provider, according to the bill,
is adoctor, nurse, specialist, or other medical professional who is qualified
to deliver “items and services” provided under the act if the provider is
licensed or certified in the state in which he or she practices, and fulfills the
requirements of federal and state law in providing these items and services.

The House bill provides that the Secretary “shall establish and update
‘minimum’ standards for all providers”—doctors and other medical profes-
sionals, as well as hospitals and other “institutional” providers—to “ensure
the quality of items and services” delivered under the government health
insurance program. Within their jurisdiction, however, states can impose
additional quality standards.**

The basic quality standards for the government program would be the
standards of quality already required in current Medicare law. This would
include standards governing the adequacy of institutions to deliver care,
staffing requirements, standards governing the training and competence of
health care staff, the comprehensiveness and continuity of medical services,
patient waiting times, and access to services, as well as medical outcomes.*®

The Center for Clinical Standards and Quality, an office of the CMS,
would be required to develop quality measures and standards in “coordi-
nation” with the Agency for Healthcare Research and Quality, an HHS office.
The Center would be the central agency to “review and evaluate” medical
practice guidelines and performance measures for physicians and other
medical professionals. The center staff would undertake methodological
analyses and develop criteria that regional directors of the program could
employ for their own internal regional reviews of quality performance. On
an annual basis, the Center would also submit reports to the Secretary on
medical outcomes and practice guidelines.>®

The Center for Clinical Standards and Quality would also be required
to address the problem of health care disparities, and, in pursuit of this
effort, collect relevant data on race, ethnicity, and gender, as well as geo-
graphic and socioeconomic data. The center would be required to prepare
areport and make policy recommendations to address these disparities
within 18 months of the enactment of the act. Thereafter, the center would
be required to submit areport to Congress on these issues every four years.”



BACKGROUNDER | No. 3423 JULY 19,2019 |13
heritage.org

Restrictions on Private Payment. The House bill would severely
restrict Americans’ ability to spend their own money to pay a doctor for
medical services outside the government program. A personal right to con-
tract with a doctor would depend on whether a doctor is participating or
nonparticipating, whether the medical service is covered or non-covered,
and whether the patient is eligible to receive reimbursed services under
the government program.

According to Section 303 of Title III: “An institutional or individual pro-
vider with an agreement in effect under Section 301 may not bill or enter into
any private contract with any individual eligible for benefits under the Act
for any item or service that is a benefit under this Act.”*® (Emphasis added.)

For that small number of “non-covered” benefits and services, the House
bill specifies that a “participating” doctor would be able to enter into a pri-
vate contract with a patient “eligible” for government benefits.

But there are crucial limiting conditions: The doctor could not get any
payment (either “directly or indirectly”) from any organization that also
gets government payment for the government’s benefits and services.
Moreover, any doctor contracting privately with a patient for “non-covered”
services must sign an affidavit to that effect and file it with the Secretary of
HHS within 10 days of the contract.”

The House bill, however, would permit “non-participating” providers—
that is, doctors and other practitioners who have not signed an agreement
to participate in the program—to contract privately for “non-covered” ser-
vices with any individual. If, however, a “non-participating” provider were
to contract privately with patients enrolled in the government’s “covered”
medical services, the House bill prescribes detailed terms and conditions
of the contract: The private contract must be in writing, signed by the par-
ties, entered into outside an “emergency situation”; and the patient must
acknowledge that the government program will not pay or cap the costs of
these privately delivered services. The “non-participating” doctors must
also file an affidavit that they entered into such a private contract with their
patients and file it with the HHS Secretary within 10 days of the contractual
agreement. Concerning this required affidavit, the text states that “the pro-
vider will not submit any claim for any covered item or service provided to
any individual enrolled under this Act during the 2-year period beginning
on the date the affidavit is signed.”®® (Emphases added.) In short, the bill
contains a “lock-out” clause.

These proposed congressional restrictions—not only on the right to pur-
chase private health insurance, but also to secure private medical care—are
far more severe than those imposed by the British socialists who created the
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British National Health Service in 1948. Today, not only are British citizens
free to enroll in private health plans, they are also free to engage privately
the services of British doctors, even though these doctors also practice in
the NHS.®* Because of significantly longer NHS waiting times, according
to the British Medical Journal, British patients are increasingly relying on
private medical services.5?

Central Planning: How Washington Would Run the Program

The Secretary is required to develop policies, procedures, guidelines,
and regulatory requirements to implement the national health law. The
scope of the Secretary’s administrative authority would be very broad. The
Secretary’s regulatory penetration into the details of care delivery would
be very deep.®®

Scope of Control. The Secretary’s broad range of authority would
cover the program’s eligibility and enrollment; adding or modifying health
benefits and services; developing or implementing standards for provider
participation and standards for the quality of care; preparing the national
health care budget; developing and implementing new payment method-
ologies; establishing processes and procedures for addressing grievances
and appeals; planning for capital expenditures and professional education
funding; working in coordination with state officials concerning regional
planning; and issuing “any other regulation necessary to carry out the pur-
poses of the Act.”®*

In carrying out this vast range of administrative responsibilities, the
Secretary would be required to consult with a wide variety of entities and
organizations, including federal officials in other agencies that have health
policy responsibilities, Indian tribes, professional organizations, repre-
sentatives of organized labor, and academic experts or specialists in health
care policy.

National Database. As noted, the purpose of the bill is to ensure that

“every person” residing in the United States has access to health care. The
bill thus reads: “The Secretary shall have the obligation to ensure the timely
and accessible provision of items and services that all eligible individuals
are entitled to under this Act.”%

Such a task would require comprehensive data collection. Therefore, the
Secretary would establish “uniform” reporting requirements for a national
database. The database would contain information on the provision of
medical items and services, information on the costs and quality of these
services, and the “equity of health” among various population groups.®® In
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the process of gathering this large body of data, the Secretary would also be
responsible for protecting the privacy of patients and collecting information
without imposing an undue burden on medical professionals.

Within two years of the date of enactment, the Secretary must report to
Congress on the implementation of the national health insurance program,
including progress on enrollment; the provision of benefits; health costs,
including per capita costs; and the financing of the program. The report must
also address the issues of cost containment, quality assurance, health status
of Americans, and any problem that the Secretary encountered in imple-
menting the law, as well as recommendations for program improvement. The
Comptroller General of the United States would also be required to conduct
an audit of the program and submit a report to Congress every five years.’

Regional Administrators. The House bill would create a pyramidal
system of program management. The Secretary “shall” establish regional
program offices to administer the program, incorporating wherever “fea-
sible” the existing system of regional organization established under the
current Medicare program and managed by the CMS. The Secretary would
appoint the regional directors, and they, in turn, would appoint deputy
regional directors to represent Native American tribes, as appropriate, in
any given region of the country.

The regional directors would present the Secretary with an annual report
on the health needs of the region, make recommendations for the regional
reimbursement of doctors and other practitioners, and establish a qual-
ity assurance program to oversee care delivery for residents of the region.
The regional directors would also monitor providers to “minimize both
underutilization and overutilization” of medical items and services.®®

The Secretary would also appoint a Beneficiary Ombudsman to help
enrollees who have complaints or grievances resolve them. The ombuds-
man would report to Congress annually and would identify for Congress
any systemic problems with the program that should be resolved, including
any problems with coverage of benefits or services or payment issues.

Establishing a Global Health Care Budget

Under the House bill, the HHS Secretary would establish a “national
health budget” by September 1 of each year. This is commonly referred to
as a “global budget,” which is an arrangement whereby medical institu-
tions, such as hospitals or clinics, and medical professionals, such as doctors,
nurses, and other medical professionals, get a fixed payment, usually on an
annual basis.®
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Under the House bill, the budget would contain the Secretary’s esti-
mate of what level of federal spending would be necessary to administer
the national health insurance program, including the program’s operating
expenses, capital expenditures, and funding for the program’s “special proj-
ects.” The budget would also outline the necessary expenditures for other
categories, including quality assessment, professional education, admin-
istrative costs, prevention initiatives, and a “reserve fund,” which would
anticipate the need for public spending to cope with epidemics, pandemics,
or other unforeseen national emergencies.”

Regional Budget Allocations. The Secretary would allocate the budget
for program administration in each of the program’s regional offices. These
regional budget allotments would be used to cover the regular operational
expenses of the program, such as payment to doctors and hospitals. The
regional budgets would also cover capital expenditures for the construc-
tion and renovation of hospitals and other medical facilities, and, of course,
special projects, such as the funding needed to staff medically underserved
areas with the appropriate kind and level of medical personnel.

Annual payment to “institutional providers”—such as hospitals, skilled
nursing facilities, and medical clinics—would be in the form of lump-sum
payments for providing the program’s approved medical items and services.
Regional directors, however, would be responsible for reviewing the perfor-
mance of these providers and determining whether their payments should
be adjusted, particularly in the case of unforeseen costs or the emergence of
unforeseen or complex medical challenges. Group medical practices would
be paid under the regional budget directly, or through the global budget
allocated to “institutional” providers, such as hospitals or other medical
institutions.

Negotiated Rates. The regional directors would “negotiate” payment
amounts with providers annually. The providers’ negotiated rates would
factor in the historical volume of services, the actual spending from the
most recent costs, the levels of comparative spending and payment rates
of other providers, volume projections, and wage levels. Negotiated rates
would also reflect the spending on education and prevention programs.
Payments to institutional providers, such as hospitals, could not factor in
capital expenditures or be used or diverted for capital expenditures.

Resurgent Fee-for-Service (FFS). For individual providers, such as
physicians and medical specialists, who are not paid a salary, or are paid
through a government negotiated group practice payment rate, the Sec-
retary would be required to pay them on an FFS basis. Under the terms of
the program, these payments would be payments in full; and no physician,
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specialist or other “individual provider” would be able to charge any amount
above the government’s FFS payment.

The House bill would require the Secretary to establish this new FFS
system within one year of the enactment of the program. The system
would be updated annually and would be operationalized with a system
of electronic billing. In developing the new FFS system, the Secretary
would be required to “take into account” the existing Medicare payment
rates for medical items and services, the medical practitioners’ “exper-
tise” in providing the services, and the “value” of these medical items
and services.”

In determining the “value” of services for patients, the House bill
imposes certain limitations. Payments could not be made to reflect any
provider’s marketing expenses (such as advertising her medical services)
or a provider’s profits or bonuses based on “patient utilization” of medical
items and services. The bill also includes a clear prohibition: “The use of
Quality Adjusted Life Years, Disability Adjusted Life years, or other similar
mechanisms that discriminate against people with disabilities is prohibited
for use in any value or cost-effectiveness assessments.””?

Government officials would determine “value” for all provider payments
in the program. Under Section 613 of the House bill, the Secretary is to
establish a process to review the “relative values of physicians’ services,”
and provide a written description of the review process that would be used
to determine the “value” of physicians’ services. The House bill specifies
that this review would take place annually, in consultation with the existing
Medicare Payment Advisory Commission (MedPAC), the panel that advises
Congress on reimbursement for Medicare physicians and participating hos-
pitals. The Comptroller General of the United States would also be required
to conduct a “periodic” audit of this exercise.

The House bill would “terminate” certain physician payment programs
created under the Medicare Access and CHIP Reauthorization Act of 2015:
the Merit-Based Incentive System, the alternative payment models, and
the incentive program for “meaningful use” of electronic health records. It
would also eliminate key payment and delivery-reform programs created
under the 2010 ACA: the “value-based” purchasing provisions for hospitals,
nursing homes, and home health agencies, as well as the accountable care
organizations, the hospital readmission reduction program, and the “val-
ue-based” purchasing program for ambulatory surgical centers.”

Capital Expenditures. The Secretary is to pay providers such “sums
deemed appropriate” for the funding of capital projects. The bill would
require the Secretary to give priority to capital projects in “medically
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underserved” areas, or to address health disparities among racial, ethnic,
or socioeconomic classes that suffer from such disparities. Also, under the
terms of the bill, if a “non-governmental” agent funds a capital project, and
that funding would lead to a reduction in patient care, health care staffing,
or the availability of primary care, there would be a consequence: Federal
funds would be disallowed for that capital project.”

The House bill would also prohibit the use of federal funds for capital
projects financed by charitable donations in any region without the specific
approval of the regional director.” In no case would “providers” be permit-
ted to co-mingle capital and operating funds.

Prescription Drug Payment. On a yearly basis, the Secretary must

“negotiate” the prices for drugs, medical supplies, technologies, and devices.
In negotiating these prices, the Secretary is to “take into account” several
factors: the comparative clinical and cost effectiveness of these items, the
impact of government payment on the program’s budget, the treatment
alternatives available, and, in the case of drugs, the manufacturers’ total
revenues, sales, and investment data.”

If the Secretary is unsuccessful in negotiating a price for a particular
drug, notwithstanding all other federal laws, the Secretary must cancel
the manufacturer’s patent exclusivity, and “shall authorize the use of any
patent, clinical trial data or other exclusivity granted by the Federal Gov-
ernment with respect to such drug as the Secretary determines appropriate
for purposes of manufacturing such drug for sale under the Medicare for
All Program.”””

If the Secretary were to take such a strong action against a drug manu-
facturer, the manufacturer would be entitled to “reasonable compensation”
for these losses based on the “risk-adjusted” value of any federal subsidies
and the manufacturer’s investment in the development of the drug. The
compensation would also reflect the impact of the drug on prices and health
benefits, and “other relevant factors determined as appropriate by the Sec-
retary to provide reasonable compensation.””® The bill would also allow the
drug manufacturer to “seek recovery” of such losses by filing suit against
the United States in the United States Court of Federal Claims.

Before negotiation and until one year after drug approval by the U.S. Food
and Drug Administration, the federal government would pay the average
price of the drug in the 10 countries of the Organization for Economic
Co-operation and Development with the largest gross domestic product
and a per capita income of “not less than half the per capitaincome” of the
United States. The bill would also authorize the Secretary to procure a drug
directly from the manufacturer.”
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Many champions of “single-payer” proposals believe that such one-sided
government “negotiations” would secure significantly lower drug costs
and overall health care savings without adverse consequences. As Blahous
warns, however:

There are hard limits on the potential savings that can arise from such a pro-
vision because prescription drugs account for just 10 percent of total national
health expenditures, and generics already make up 85 percent of all prescrip-
tion drugs sold. Nevertheless, the lower bound estimates employ aggressive
assumptions for prescription drug cost savings, specifically an immediate 12
percent reduction in prescription drug expenditures, without attempting to
model potential adverse effects of this reduction on the pharmaceutical indus-
try or the pace of innovation.®°

Commanding a Fast-Track Transition

The House bill provides for the creation of a transitional government
health program, and the universal availability of health benefits and ser-
vices, no more than two years after the date of enactment.® The Secretary
must establish a Medicare Transition Buy-In program, run by the CMS
Administrator. The plan would function as an alternative health plan in
the ACA’s health insurance exchanges nationwide. While the initial enroll-
ments would be among those ages 55 and older, or ages 18 and younger,
anyone living in the United States would be entitled to the benefits of the
transitional program, assuming the person meets the Secretary’s eligibility
determinations.®? During this two-year transition, the Secretary would also
be required to consult with “interested parties,” including groups repre-
senting “providers,” beneficiaries, employers, and insurers.

The transitional program would comply with all of the ACA’s existing
insurance requirements, including benefit requirements. The program’s
benefit offerings must also have an actuarial value of 90 percent, meaning
that the plan would pay 90 percent of the total average costs for the covered
benefits.®® The actuarial value of 90 percent is the highest level of health
plan coverage (“platinum” level) in the ACA’s health insurance exchanges. It
would be significantly “richer” than the actuarial value of the rest of the ACA
plans, such as the “bronze”-level plans (60 percent), “silver”-level plans (70
percent), and “gold”-level plans (80 percent).

The transitional program would reimburse doctors, hospitals, and other
medical professionals and facilities on a FFS basis, while the Secretary
would negotiate the drug prices with the drug manufacturers. The bill also
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imposes a mandate on providers: Participating “providers” in the Medi-
care program must be participating providers in the Medicare Transition
Buy-In program.®* The Secretary would establish a “process” to allow other
providers to participate.

The CMS Administrator would set the temporary program’s beneficiary
premiums, and these premiums could vary by single or family coverage and
tobacco use, but not on the basis of geography. Beneficiaries in the program
would also be eligible for more generous federal premium and cost-shar-
ing subsidies.

The premium tax credits for the temporary program would be available
for persons with annual incomes in excess of the ACA’s cap of 400 percent
of the federal poverty level, or $103,000 for a family of four.®® For persons in
states that have not expanded Medicaid, under the terms of the ACA, these
federal subsidies would also be available to persons below 100 percent of
the federal poverty level.®¢

In the meantime, the House bill would eliminate the 24-month waiting
period for Medicare enrollment for persons with disabilities and ensure the
continuity of coverage and care for persons with health insurance, including
persons with group health insurance coverage.

A Tight Timetable. The CBO warns: “The transition toward a sin-
gle-payer system could be complicated, challenging and potentially
disruptive.”®” In this connection, RAND Corporation analysts note that
the House bill would engineer “a massive reorientation” of American health
care in an uncomfortably short period of time: “The Jayapal bill includes
a two-year transition period; however a longer time may be required to
enable consumers, providers and regulators to fully adjust to this substan-
tial change.”®8

Historically, major health reform measures—highly consequential but
far less ambitious—have usually provided far more generous time frames
for transitions, giving employers, employees, doctors and patients, medical
institutions, and professionals ample time to adjust. The Affordable Care Act
0f 2010 (ACA), which effected a major shift in regulatory authority over health
insurance from the states to the federal government, provides a graphic
example. In 2014—the first year of full implementation—the ACA got off to
arocky start, even with almost four years of federal and state preparation.
Nonetheless, the Obama Administration had to grapple with an initial failure
of its enrollment website, unanticipated disruptions and losses of coverage
in the insurance markets, explosive premium and deductible increases, and
much narrower than anticipated provider networks in the ACA plans. Even
targeting a much smaller population for health insurance coverage, the
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federal administrative task proved to be large and complex and was routinely
plagued by serious glitches.

Conclusion

The congressional sponsors of H.R. 1384 would create a single, national
health insurance program and provide “universal” coverage for every “res-
ident” of the United States—regardless of whether that resident is in the
U.S. legally or illegally.

Universal government coverage means universal government control.
Two years after enactment, the legislation would virtually eliminate all
existing public and private coverage alternatives, including all private
health plans, employer-sponsored health insurance, health insurance
exchange plans, Medicare, Medicaid, CHIP, Tricare, and the FEHBP. It
would also severely restrict the ability of doctors and patients to enter
into any independent relationship outside the government program, and
government officials would closely monitor those external arrangements
that are permissible. If enacted, the House bill would amount to another
quantum leap forward in the power of the modern administrative state.

Under the House bill, any remaining independent, private transactions
in American health care would largely disappear; private market profit
and loss would be replaced by public program spending and program
funding shortfalls.®” The legislation would thus complete the politically
driven concentration of federal power over American health care, a pro-
cess of market consolidation accelerated in 2010 by Obamacare’s rapid
multiplication of federal government mandates.?® The legislation would
also hasten the already rapid erosion of independent medical practice and
physician autonomy.

While Congress would exercise the final authority over program financ-
ing and the content of the benefits package, the key, day-to-day decision
making over most aspects of American health care would be vested in the
HHS Secretary and the Secretary’s many subordinates. Among numerous
administrative and regulatory duties, the Secretary would be required to
create a national health database and national health budget and oversee
regional offices and the transition program. Though the House legislation
contains no financing provisions, the sheer size of this vast enterprise, and
the federal spending and taxation to sustain it, would be enormous and
unprecedented.”

Congressional sponsors of the legislation often claim that a single gov-
ernment system would be more equitable and economically efficient, while
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generating significant cost savings and superior medical outcomes. They
thus propose the adoption of a global budget to reduce health care costs. It
could be done, of course, but not without shifting costs, in the form of pain
and suffering, to patients. The “single-payer” experience of other coun-
tries demonstrates a clear pattern of waiting lists, delays, and denials of
access to care.”

As of yet, there is no CBO cost analysis of the bill to justify a belief in
either imagined savings or greater economic efficiency. In fact, as noted, a
broad range of diverse and respected independent analysts—ranging from
the liberal Urban Institute to the conservative Mercatus Center—warn that
overall costs could be considerably greater than the leading congressional
proponents of these House and Senate proposals have claimed.”®

The first set of congressional hearings on the House bill in 2019 marks
a turning point in the national health care debate. The proponents of the
proposal promise a bright health care future. Opponents rightly point to
dismal performance of countries with similar systems in place, particularly
long wait times and reduced access to quality care.

Opposition to this concentrated federal power and control over Amer-
ican health care is not, in any sense, an endorsement of the status quo.
Members of Congress have a grave responsibility to address the central
problems of American health care, including distorted and uncompetitive
markets, constraints on the choice of health plans and providers, artificially
high health insurance costs, uneven quality, and the gaps in care and cover-
age. The Health Care Choices Proposal, developed by conservative health
policy analysts, would directly address these problems and thus reduce
costs, expand personal choice, reignite competition, and stabilize coverage
in the nation’s health care markets.’*

Sound reform can address America’s worst problems without destroying
what is best: America’s capacity for medical innovation and rapid respon-
siveness in the treatment and cure of deadly disease. Most important,
comprehensive reform can expand Americans’ personal freedom while
solving these problems, instead of eliminating it.

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