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THE UNITED STATES HEALTHCARE SYSTEM 

 

• Access, Quality, Cost, who pays? 

• 17.9% of GDP as of 2016  

• We spend almost $10,348 on every man, woman, and child in the nation, the most of 

anywhere in the world. (CMS-2016) 

i. We don’t rank in the top 10 among industrialized nations in any measure 

of societal health outcomes; 

ii. Other healthcare issues include two politically attention-grabbing 

statistics: 

1. a)  Approximately 28.6 million Americans are uninsured (roughly 

1 in 12) (roughly 48 million in 2010 pre-ACA); 

2. b)  Healthcare costs are rising faster than the cost of living. 

 

o The rising cost of care causes the cost of health insurance to rise as 

well (taken as a whole, 4.3% per year from 2010 to the present);  

o Fewer employers feel they can offer health insurance due to the 

costs, which then leads to more uninsured Americans. 

 

OBAMACARE 
 

ObamaCare was born in Mass. 

 When the federal health care overhaul demonized by Mitt Romney and others was being 

crafted in 2009, Democrats found a role model: the Massachusetts health care overhaul signed in 

2006 by then-governor Romney. 

 

Is it “Obamneycare?” 

The federal health care overhaul signed by President Obama in 2010 was 

based largely on a law signed by Mitt Romney in 2006 when he was 

Massachusetts’ governor, but there are key differences as well. 

 

Provision Mass. Law Federal Law 

Insurance market 

regulations 

Yes Yes 

Individual mandate Yes Yes (Obama originally 

opposed) 

Employer 

responsibility 

Yes (Romney 

vetoed; overridden) 

Yes 

Government aid to 

make coverage 

affordable 

Yes Yes 
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Taxes on upper-income 

people and high-end 

insurance plans 

No Yes 

Medicare reductions No authority Yes 

Similar coverage plans 

Central to both laws is the individual mandate, the requirement that most people buy insurance or 

be subject to a penalty for remaining uninsured. 

Differences in flexibility 

The state law only sought to expand coverage without controlling costs — something 

Massachusetts lawmakers still are wrestling with. The federal law addressed both issues, calling 

for a variety of tax increases on health care providers and upper-income consumers, as well as cuts 

in future Medicare spending to drive down costs. 

The federal law set insurance coverage and benefit standards that states must meet, even if they 

take advantage of flexibility to operate their own programs. Romney argued against imposing a 

federal solution on the states. 

From a constitutional perspective, was Romney right to say it was different doing this at the federal 

level than the state level? What would the Founding Fathers say down at the Constitution Center? 

The law allowed states to run their own programs as long as they covered at least as many people 

at no additional cost to the federal government.  

 

The Patient Protection and Affordable Care Act: 

Overview of major provisions relating to coverage 
 

 

Health insurance market reforms 
 

• Early reforms included: 

 

o Defining minimum coverage requirements for plans; 

o Ending health insurance rescission abuse;  

o Requiring public disclosure of overhead/benefit spending by health insurance 

issuers (80% rule); 

o Providing coverage of certain preventive health services without cost-sharing; 

o Eliminating lifetime limits on benefits and restrictions on annual limits on 

benefits; 

o Requiring insurers that offer dependent coverage to allow children to be covered 

on their parents’ insurance policy up to age 26; 
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o Developing uniform explanation of coverage documents for enrollees; 

o Banning denial for pre-existing conditions. 

o Creating temporary high-risk pool with subsidized premiums for certain people 

with pre- existing conditions. 

o Individual Mandate 

 

• Required guaranteed issue and guaranteed renewability of coverage; 

 

• Allowed states to form compacts for the interstate sale of insurance; 

 

• Increased transparency by requiring health insurers to provide a summary of coverage to 

applicants and enrollees; 

 

• Allowed enrollees to select their primary care provider (pediatrician for a child); no prior 

authorization or increased cost-sharing for emergency services; direct access to obstetrical 

and gynecological care. 

 

• “Keep your doctor”? 

 

 

Insurance exchanges 
 

• State-based and state-administered health insurance exchanges (marketplaces) for the 

individual and small group market; states were granted a waiver to opt out of this 

requirement if they provided coverage at least as comprehensive as that required under the 

Patient Protection and Affordable Care Act; only qualified health benefit plans meeting 

specific criteria can be sold in the exchange; insurers may sell policies outside the 

exchange; large employers were phased into the exchanges in 2017; 

 

•  Prohibited health plans from discriminating against any health care provider acting within 

his/her state scope of practice law who wants to participate in the plan, but plans are not 

required to contract with any willing provider; 

 

•  Required health plans to implement a process for appealing coverage determinations and 

claims; 

 

• Allowed qualified health plans to provide coverage through a qualified direct primary 

care medical home that meets requirements established by the secretary of the U.S. 

Department of Health and Human Services; 

 

• Required health plans to publicly disclose information on claims payment policies, 

enrollment, denials, rating practices, out-of-network cost-sharing and enrollee rights; 

 

• Required health plans to implement activities to reduce health disparities, including the 

use of language services, community outreach and cultural competency trainings. 
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Medicaid and CHIP 
 

• Expanded Medicaid to all individuals under age 65 with incomes up to 133 percent of the 

federal poverty level;  

 

• Provided 100 percent federal funding to states for costs of newly eligible individuals for 

2014-2016; 

 

• Increased payments for primary care services provided by primary care physicians (family 

medicine, general internal medicine or pediatric medicine) to 100 percent of the Medicare 

payment rates for 2013 and 2014; states received 100 percent federal funding for increased 

payment rates; 

 

• Maintained current structure of the Children’s Health Insurance Program (CHIP), with a 

23 percent increase in the match rate in 2015 through 2019; 

 

• Required most individuals to have minimum acceptable coverage or pay a tax penalty 

beginning in 2014; exemptions allowed for those who cannot afford coverage, religious 

objectors or if the individual has income below the tax filing threshold. 

 

Employer requirements 
 

• Requires employers with more than 50 full-time employees to provide health care 

coverage or pay a penalty; 

 

•  Requires employers that offer coverage and make a contribution to provide free choice 

vouchers to qualified employees for the purchase of qualified health plans through 

exchanges. 

 

Premium subsidies to individuals 
 

•  Provided refundable, advanceable, and sliding-scale premium credits for individuals and 

families with modified gross incomes up to 400 percent of the federal poverty level. 

 

Small employer tax credits 
 

• Provided tax credits to small employers with 25 or fewer full-time employees and 

average annual wages of no more than $50,000 that purchase health insurance for their 

employees; 

 

•  Has health insurance for their employees. 

 

• ACA says insurers can cover abortion but cannot use federal funding to do so. 
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CROSSWALKING 

 

• Payments to insurers to upgrade the quality of the plans; encourage screenings, 

vaccines, customer service. Bonus for 4 or more stars. 

 

• Higher rating automatically applies to contracts moved into a higher rated plan.  

(United moved 162,088 members from a 3-star to 1,729 member 4.5 star) 

 

• Starting 2020, the quality rating will be weighted averaged following a consolidation. 

 

 

 

U.S. Supreme Court 

 
• NATIONAL FEDERATION OF INDEPENDENT BUSINESS v. SEBELIUS, 

SECRETARY OF HEALTH AND HUMAN SERVICES, (2012)  

 

o Individual Mandate: Upholds the ACA’s requirement that an individual pay to the 

IRS a “shared responsibility payment” if an individual, who is not exempt, and 

does not receive health insurance through an employer or government program, 

fails to purchase insurance from a private company. 

o Medicaid Expansion: But, the federal government may not force states to expand 

Medicaid coverage to adults with incomes up to 133% of the federal poverty limit 

under threat of losing all of its federal Medicaid funds, even if the feds pay the 

cost of expansion. 

 
• BURWELL V. HOBBY LOBBY STORES, INC (2014) 

 

o Under the ACA, employment-based group healthcare plans must provide certain 

types of preventative care, such as FDA-approved contraceptive methods. While 

there are exemptions available for religious employers and non-profit religious 

institutions, there are no exemptions available for for-profit institutions such as 

Hobby Lobby Stores, Inc. The Religious Freedom Restoration Act of 1993 allows 

a for-profit company to deny its employees’ health coverage of contraception to 

which the employees would otherwise be entitled based on the religious 

objections of the company’s owners 
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• KING V. BURWELL (2015) 

 

o If a state will not establish an exchange, the feds can do it for them. 

o The ACA grants premium tax credits to subsidize certain purchases of health 

insurance made on a state exchange. What about a federal exchange? 

o The court overlooks plain language to save the ACA. 

o Finding that “Congress made the guarantee issue and community rating 

requirement applicable in every state in the nation, but those requirements only 

work when combined with the coverage requirement and tax credits.”  

o Petitioners’ plain-meaning arguments are strong, but the Act’s context and 

structure compel the conclusion that Section 36B allows tax credits for insurance 

purchased on any Exchange created under the Act. Those credits are necessary for 

the Federal Exchanges to function like their State Exchange counterparts, and to 

avoid the type of calamitous result that Congress plainly meant to avoid. 
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TRUMPCARE 
 

Trumpcare would not undo all of Obamacare, yet. After Tax Cuts and Jobs Act, we still have: 

 

• Public health insurance exchanges, employer mandate, ACA reporting and record keeping  

• Tax credits for people who buy insurance on their own; 

• Federal funding for expanded state Medicaid. 

• Children’s health insurance program (CHIP) for those who earn too much for Medicaid, 

but don’t have the income to afford private insurance is now funded until 2024.  

But, 

 

• Cadillac tax effective date postponed to 2022 on employer sponsored coverage (if annual 

premiums exceed $10,800 for individuals or $29,500 for families; the amount exceeding 

the threshold is taxed at 40%) 

• Medical device tax delayed 2 years 

• For 2019 only, health insurers not required to pay the health insurer “fee” imposed on 

insurance companies that offer fully insured plans, who in turn then pass along the tax to 

their fully insured group clients through higher premiums. 

 

However, Obamacare will fail if everyone is not in the game, and Trumpcare takes steps to 

Balkanize healthcare: 
 

1. No individual mandate, viz., no penalty for not carrying insurance as of 2019;  

• The nonpartisan Congressional Budget Office estimates that, without the mandate, 

5 million people will drop coverage, which would result in a 10% increase in 

premiums as insurers react to having to insure a “sicker” pool of people.  

• Trumpcare also cut by 89% the budget for advertising open enrollment periods; and 

reduced by half the enrollment period the hours one can get help. 

o No small thing – that advertising, like advertising in general, is designed to get 

someone who doesn’t need something to start thinking about it; in this case, that 

“someone” is young, healthy people who have to pay insurance premiums to 

buoy the system, and that “something” is, of course, health insurance; Yet, in 

2017, 8.8 million signed up in 39 states through healthcare.gov website. 

 

 

2. Trump wants to eliminate cost-sharing reduction payments to insurers; ACA requires 

HHS to compensate insurers for the cost of selling discounted plans to some low-income 

purchasers, who are more than half the ACA purchasers.  

 

• Issue: ACA authorizes a permanent expenditure, but not an “appropriation”. 

Constitution: “No money shall be drawn from the treasury, but in consequence of 

appropriations made by law.” 
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3. Proposed rules (e.g., Oct 12, 2017 Exec. Order: 

 

• To allow Dept. of Labor to associations to sell scaled down plans (e.g. no 

substance abuse treatment).  

• Labor and Treasury Depts, plus HHS, to expand Health Reimbursement 

Arrangements. HRA’s are employer-funded accounts that reimburse employees for 

healthcare expenses, including deductibles and copayments. 

• Short term limited duration insurance, low cost, high coverage limits for people 

between jobs, or in counties with only one insurer, or people who missed open 

enrollment period. 

 

− Short-term plans are not required to provide the same level of benefits as 
an Affordable Care Act/Obamacare plan, and were not considered 
actual, Affordable Care Act/Obamacare plans; 

− Under Obamacare, short-term plans were limited to three-month 
durations, and no extensions were permitted; under Trumpcare, such 
plans can be of one year’s duration, and be renewed;  

− Short-term plans are permitted to reject individuals with pre-existing 
conditions or histories, or charge them more.  

 

 
Critics of Trumpcare contend that these measures would torpedo the insurance market, 
because they dis-incentivize young, healthy people from joining it.  

 
 

4. No more $20/month exclusion from employee income for bicycle commuting 
reimbursement suspended. 

 
 

Medicare Advantage vs. Medicare Supplemental Plans. 

 

One possibility: our health insurance market becomes multiple health insurance markets: 

 
Trumpcare Market #1 – As premiums increase, so to will tax credits.  Insurers will want to 
continue to serve these individuals and families so they continue to get comprehensive 
coverage, at a reasonable price. 

 
 

 

 
 

 
 

 

 
 



 

By Michael Beautyman 

 

10 

Trumpcare Market #2 – Those who currently do not qualify for credits.  When their premiums 
increase, they may not have the wherewithal to afford coverage.   

 
• Some in this “market #2” may just try to figure out a way to get under the income 

limit to qualify for tax credits; 

• Those who do not will seek out less expensive alternatives, e.g., the short-term plans 
previously mentioned; 

o These plans are better than nothing, but simply do not provide the level of 
protection that a comprehensive plan does;  

• The upshot for people in “market #2” is that their health insurance “market” would 
come to look like it did pre-Obamacare: fine if you are young and healthy and stay 
that way; otherwise, not so much.   

 
 

Trumpcare Market #3 – Reduce minimum plan requirements (e.g. substance abuse treatment, 
chemotherapy) 
 

• Back to Blue Cross Blue Shield Major Medical (20% in-hospital co-pay!) 

 

Trumpcare Market #4 – High deductible plans.   
 

 

 

THE FUTURE 

 
• The federal debt will go above 100% of GDP and will become the highest it’s been 

since World War II. That may be OK while the economy is strong, but we’ve got a 

huge problem if it ever turns and back to recession mode; this will stimulate higher 

interest rates, and higher interest rates will crowd out funding in the federal government 

for initiatives that are needed, including those in healthcare. 

• Premiums in the individual market will rise by an average of more than 18%. These 

figures come from the Urban Institute, which in April released the first estimate of the 

impact of two GOP initiatives. The first is the elimination of the individual mandate, 

which is an offshoot of the GOP tax-cut measure signed by President Trump in 

December. The measure reduced the penalty for not carrying insurance to zero as of 

Jan. 1, 2019. The second is Trump’s plan to expand short-term insurance plans, which 

don’t comply with many of the ACA’s essential benefits requirements and allow 

insurers to reject or surcharge people with preexisting medical conditions or histories. 

• David Anderson, a health insurance expert at Duke University says short-term policies 

will look like a good deal to young consumers feeling hale and hearty. Others, such as 

those with preexisting conditions, won't even be eligible to buy those plans, 

guaranteeing that higher-risk patients stay in the ACA pool. Anderson posits a 23-year-

old earning $35,000. That consumer would think a full-scale Obamacare plan is a good 

deal only if he or she has "a significant medical history or reasonable probability of 

pregnancy." 
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• Healthier people will forego insurance. 

• HSA 2018 family limit reduced from $6900 to $6850. ($3450 for individuals). 

• Return of the high deductible, lousy coverage, low cost plans. 

o Blue Cross Blue Shield Major Medical  

• Reduce qualifications to increase supply of providers, leading to 2 tiers of quality. 

o Shortage of 124,000 doctors by 2025  

• Re-invent patient’s need to shop for medical services based on price by linking patient 

to cost. (MJB: MRI negotiation from New Haven to Cambridge) 

• 74m on Medicaid, 60m on Medicare, 10m on CHIP, 10m on federally subsidized ACA 

exchange, and 70% obese or overweight 

 

• Impact of Obesity 

 

o Large differences exist across states. In 2015, states such as Arizona, California, 

Florida, New York, and Pennsylvania devoted 5% to 6% of their medical 

expenditures to treating obesity-related illness. North Carolina, Ohio and 

Wisconsin spent more than twice that with over 12% of all healthcare dollars in 

those states used to treat obesity-related illness.  

o The percent of US national medical expenditures devoted to treating obesity-

related illness in adults rose from 6.13% in 2001 to 7.91% in 2015, an increase 

of 29%. 

o There are dramatic differences across states in the fraction of Medicaid 

spending that is devoted to obesity-related illness. For example, from 2001 to 

2015, Kentucky and Wisconsin devoted over 20% of their Medicaid spending 

to obesity-related illness. In contrast, in New York, 10.9% of Medicaid 

spending was devoted to obesity-related illness, and the average for the US as 

a whole was 8.23% during that period. These differences across states are 

driven by a number of factors, such as differences in obesity prevalence, 

healthcare access by obese individuals, how obesity is treated, and prices of 

healthcare. 

 

• Congealing of Healthcare System 

 

o Large integrated delivery systems [being] built around academic medical 

centers—good quality care [but] 50%-100% more expensive than the 

community average. 

 

• Lackluster Performance of New Payment Models 

 

o Despite the innovation fostering under ACA programs—the whole idea was to 

create a series of initiatives that might show the promise intended for them, 

and there is no new model one could say is demonstrably more successful. 

 

• “Medicare for All” 
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