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U
S presidential candidate Barack 
Obama was not even born when 
national health insurance was first 
proposed under the Truman pres-
idency in the 1940s. Twenty years 

later, Congress voted in Medicare, a publicly 
funded, national insurance programme for 
everyone over 65. At the time, Medicare 
seemed to be the first step towards universal 
coverage. But further steps were never taken. 
Failed health reforms in the 1970s and 1990s 
have left the United States as the only devel-
oped country not to provide all its citizens 
with access to health care.

America’s inability to fix something that 
all other developed nations take for granted 
may seem baffling. But two facts begin to 
explain the puzzle: 94% of Americans who 
vote have health insurance,1 and nearly 
three quarters of people who have insurance 
think that what they have is either good or 
excellent.2 While most voters agree that 
 everyone has a right to high quality, afford-
able health care, no one wants to give up too 
much of what they already have to fix the 
problem. Mindful of this, proposals by Mr 
Obama and presidential rival, John McCain, 

steer clear of grand reform. The question is 
whether either candidate’s proposals will be 
enough to make a real difference to health 
care but not too much to put off voters.

Health challenges
The World Health Organization’s final 
report on the social determinants of health, 
published in August this year, called on 
national governments to develop healthcare 
services on the principle of universal cover-
age, focusing on primary care. The report 
is relevant to the US, which not only does 
not provide health 
coverage for all but 
is the most expen-
sive system in the 
world. In 2006, the 
US spent just over 
$2 trillion a year on health care, or 15.3% of 
gross domestic product (GDP), compared 
with an Organisation for Economic Coop-
eration and Development (OECD) average 
of 8.9% of GDP and 8.4% in the United 
Kingdom. Extra dollars spent on health 
care do not translate into better health for 
Americans on some very basic measures. 

America’s health choices
Getting American voters to back much needed healthcare reforms will be a challenge for both 

contenders for the White House. Vidhya alakeson explains what matters to them

Life expectancy in the US ranks 22nd in the 
OECD and infant mortality is higher than 
the OECD average.3

The health insurance system that Ameri-
cans have today is the result of historical 
accident. During the second world war, 
employers were prohibited from giving 
their workers pay increases so they used 
non-monetary benefits, such as health insur-
ance, to reward workers and lure prospective 
employees. Before anyone had the chance 
to develop a blueprint for health care, a sys-
tem based on employer sponsored health 

insurance had 
emerged. Today, 
62% of work-
ing age Ameri-
cans get their 
health insurance 

through their employer. It is not mandatory 
for employers to provide insurance or to 
contribute to its costs, and small firms and 
companies with a large proportion of low 
wage workers are much less likely to do so.

The problem of the uninsured stems partly 
from this link between employment and 
access to health care. If employment is the 
main route to health insurance, those not in 
the labour market will inevitably be left out. 
This is not just the unemployed but stay at 
home mothers, children whose parents are 
not employed, and elderly people. The public 

cause célèbre: esmin Green, 49, died in the psychiatric emergency room at Kings county hospital in 
Brooklyn, New York, on 19 June 2008. Ms Green had been waiting for 24 hours before she collapsed on 
the floor, where she lay for an hour before receiving any attention. During her last hour, the security video 
shows the patient writhing on the floor but ignored by passing staff and security guards. 

While most voters agree that everyone has 
a right to high quality, affordable health 

care, no one wants to give up too much of 
what they already have to fix the problem
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insurance programmes Medicare (for disabled 
and elderly people), and  Medicaid (for poor 
people, as defined by each state) pick up some 
of those left behind by the employer based 
system. But 47  million Americans, close to 
17% of the working age population continue 
to fall through the safety net.4 In states such 
as Texas and Oklahoma, more than 30% of 
under 65 year olds are uninsured.4 They tend 
to be low income working age adults who 
are not poor enough to qualify for Medicaid 
but do not get, or cannot afford, insurance 
through their employer.

A new approach
Faced with America’s sprawling healthcare 
system with different public and private 
funders, multiple insurance companies, man-
agement organisations, and providers, the 
logical response from any president commit-
ted to serious reform would be to tear down 
much of what is there and start again. The 
most obvious solution would be to create a 
publicly funded national insurance system 
built on the foundation of Medicare. This 
would cover all citizens at the same time 
as improving quality of  health care and 
 reducing costs by eliminating much of the 
duplication. 

There are good reasons for building on 
Medicare. It has lower administrative costs 
than its private sector rivals, and, as the larg-
est insurance plan, already sets the tone for 
much of what happens in the healthcare 
industry. This type of single payer solution 
in which care is funded by the government 
but provided by many different private and 
voluntary sector organisations is common in 
other developed countries, including Canada 
and Australia. But the most promising solu-
tions on paper are often the least popular 
with American voters because they involve 
giving up too much of what they already 

have. In particular, shared responsibility for 
health care and patient choice are two fea-
tures of the current system that Americans 
are not prepared 
to lose.

According to 
a poll conducted 
by leading Dem-
ocratic pollsters, 
Lake Research 
Partners, 75% 
of Americans 
b e l i e v e  t h a t 
employers, indi-
viduals, and gov-
ernment must 
share responsibil-
ity for paying for 
universal health 
care, as they cur-
rently do. Unlike 
citizens in other 
nations, Ameri-
cans do not natu-
rally turn towards 
government to 
tackle social prob-
lems. On the contrary, the average American 
is more concerned about government failure 
than market failure. 

This scepticism about government has 
deep roots in the American constitution, 
which sets out to limit the power of gov-
ernment over the people. Over time, this 
constitutional settlement has led to what the 
political scientist John Kingdon describes as 
a kind of “path dependence.” This path has 
been challenged at different points in history 
but tends to place the centre of gravity of 
American politics in a different place from 
that of nearly every other industrialised coun-
try. Even well respected, liberal policy think-
ers in Washington often describe the National 

Health Service as “socialised” medicine. It is 
not a great stretch to think that in the minds 
of some, socialised and socialist are one and 

the same.
Fear of a big 

government solu-
tion was one of 
the reasons for the 
failure of the Clin-
ton health plan 
15 years ago. The 
Harry and Louise 
advertising cam-
paign, funded by 
the influential 
trade organisation 
America’s Health 
Insurance Plans, 
is credited with 
stoking much of 
this fear among 
the public. One of 
the adverts in the 
campaign shows 
a white, mid-
dle class couple, 
Harry and Louise, 

wading through reams of paper and despair-
ing over restrictions imposed on their use of 
health care by new government designed 
health plan options. The strap line, “If we let 
government choose, we lose,” leaves nothing 
to interpretation.

Presidential plans
So how do the prospective candidates meas-
ure up? “If you already have health insur-
ance, the only thing that will change for you 
under this plan is the amount of money you 
will spend on premiums,” Mr Obama reas-
sured voters in a speech at the University 
of Iowa last year. His plan is mindful of the 
status quo bias of the electorate. It is explicit 

The choice agenda
In a 2006 survey of patient preferences in UK hospitals 
conducted by the Picker Institute, choice of hospital, 
choice of admission date, and the availability of 
information to make an informed choice ranked among 
the 10 least important aspects of care. Patients were 
most concerned about whether the doctor treating 
them would know about their medical history and 
could answer questions about treatment. 

In contrast, Americans regularly sacrifice more 
coordinated care for the ability to see any doctor 
they choose. They are prepared to retell their 
history and repeat tests to get a second or third 
opinion. Choice is a founding principle of public as 
well as private healthcare programmes in the US. 

Attempts in the 1990s to restrict choice and 
restrain costs through introducing managed 
care failed partly because patients rejected 
having their choices limited by anyone other than 
their doctor. Polling indicates that choice has 
to be a strong value for any healthcare reform 
to succeed, and many Americans instinctively 
consider that choice and a single payer system are 
incompatible.
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about not disrupting employer provided 
insurance and is deliberately piecemeal in its 
ambition. Mr Obama’s plan is based on the 
health insurance reform passed in the state 
of Massachusetts in 2006. The Massachusetts 
plan is far from a big bang solution. It was 
designed to fill the gap between Medicaid at 
the bottom and employer based insurance 
at the top. It does this in three ways. Firstly, 
the reform introduced an individual mandate 
that makes it compulsory for everyone to buy 
health insurance if they can find an afford-
able plan. Failure to buy insurance results in 
a fine. Secondly, employers with 11 or more 
employees have to contribute to the costs of 
health insurance or pay a penalty. Thirdly, the 
state created a new subsidised insurance plan 
for those on low incomes and reformed the 
insurance market to provide better access and 
choices for people shopping on their own.

The Massachusetts reform is widely rec-
ognised as a success. Around 340 000 people 
who were uninsured now have coverage, and 
the rate of uninsurance in the state is down 
to only 7%, from 13% in autumn 2006.5 Half 
of the newly insured population is in private, 
unsubsidised insurance, and there has been 
no obvious erosion of employer provided 
insurance—a hallmark of acceptability for 
any reform. The only feature of the Mas-
sachusetts reform that Mr Obama has not 
adopted is the individual mandate. It has 
been controversial, and he has deliberately 
steered clear of dis-
cord. Health policy 
experts argue that 
the lack of an indi-
vidual mandate 
could undermine 
his plan because 
young and healthy 
people will not buy 
insurance unless 
they have to. For 
insurance pools to 
be cost effective, the 
healthy have to buy 
in to offset the costs 
of treating the sick.

Mr McCain ’s 
advisers are publicly positioning him as the 
more radical candidate on health care. The 
centrepiece of his plan is a new tax credit 
worth $2500 a year for an individual and 
$5000 for a family that can be put towards 
health care. Mr McCain would simultane-
ously end tax breaks on employer based 
health insurance that currently cost the 
federal government $200bn a year and 
favour the wealthy, who have a higher tax 

bill. Mr McCain’s campaign argues that 
his proposed tax credit would be fairer, 
providing as much government support 
to low income families as to wealthy ones. 
Under the plan, there would no longer be 
any financial advantage to getting health 
insurance through an employer, and the 
assumption is that people would start to 
shop around. Mr McCain’s plan is deliber-
ately more disruptive of the status quo but 
remains relatively cautious. The erosion of 
employer sponsored health insurance, if it 
happens, will take years.

Neither candidate’s plan will fix Ameri-
ca’s twin healthcare problem of high costs 
and uninsurance. McCain’s proposals are 
unlikely to make any big dents in the num-
bers who are uninsured. Even with the 
new tax credit, premiums for people with 
pre-existing conditions will remain unaf-
fordable. Mr Obama’s plan will give more 
people access to insurance but with the real 
risk of exploding costs. Healthcare costs are 
already growing 2.5 percentage points faster 
than GDP. His plan contains few proposals 
that will squeeze enough extra value out of 
each dollar spent on health care to expand 
coverage without significantly pushing up 
costs.

History and the electorate are not on the 
side of major health reform. Whoever wins 
in November will know that the outcome 
to be avoided is complete failure. Raising 

expectat ions of 
major reform to end 
up with nothing by 
the end of 2009 will 
set universal cover-
age back a decade, 
just as the failure 
of the Clinton plan 
did in the 1990s. 
One approach that 
the next president 
should consider 
would be to focus 
first on achieving 
universal coverage 
for children. The 
Children’s Health 

Insurance Programme comes up for reauthori-
sation by Congress in March 2009, providing 
an early opportunity for a victory on health 
care. Focusing on children would be incre-
mental enough to pacify voters but would 
put America decidedly on a path to achiev-
ing coverage for all. Children are popular 
with the electorate, and the moral argument 
for covering all children irrespective of their 
parents’ income or situation is the easiest to 

make. With all children and everyone over 65 
taken care of, taking an extra step to close the 
gap in between to create universal coverage 
might suddenly seem achievable.

Uninsured in America: Jeff Rubin
Two years ago, 41 year old Jeff Rubin was 
diagnosed with multiple sclerosis. His condi-
tion quickly deteriorated, and he was  unable 
to keep working for a medical  packaging 
firm in Philadelphia. When Jeff lost his job, 
he also lost the health insurance for his fam-
ily provided by his employer. Uninsured, 
he suddenly had to find thousands of dollars 
a month to pay for his treatment. He needs 
nine different drugs a day just to make it 
out of bed. Despite cutting up tablets to 
make them stretch further, getting samples 
from his doctor, and borrowing money 
from friends and family, Jeff eventually 
had to stop paying his mortgage to afford 
his medical bills. The mortgage company 
soon repossessed his house, and he had to 
declare himself bankrupt.

Getting individual insurance is rarely an 
option for people with serious health prob-
lems like Jeff. In many states, insurance 
companies will take on only healthy and rela-
tively young people. People who are already 
sick are an obvious bad risk. Employer based 
insurance covers the costs of those with seri-
ous health problems by pooling risk and 
offsetting the costs of the sick against the 
healthy majority. In the individual market, 
the people who need insurance most are 
often excluded as medically uninsurable 
or their premiums are set so high as to put 
health insurance beyond reach.

In December this year, the federal Medi-
care programme will start paying for Jeff’s 
healthcare costs and things will finally start 
looking up for the Rubin family. Having 
worked before becoming ill, Jeff qualifies for 
social security disability insurance, which in 
turn makes him eligible for Medicare.
Competing interests: None declared.
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Uninsured in the US: Deamonte Driver
Deamonte Driver, a 12 year old boy from Baltimore, 
died last year when bacteria from an abscess in his 
tooth spread to his brain. Without health insurance, 
he did not see a dentist until he could no longer 
bear the pain. He died after two operations and six 
weeks in hospital at a cost of $250 000 (£140 000; 
€175 000).

Had he been insured, he could have had his 
tooth removed when it first started to bother 
him for less than $100. With limited access 
to routine care, uninsured people get most of 
their treatment in emergency rooms, the most 
expensive place possible. Their treatment also 
tends to be less effective because problems are 
allowed to deteriorate for too long.
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Health and the  
us presidential campaigns 

the ways Americans get insurance, the costs they bear, and their access to health care  
will all be affected by the plans of the presidential candidates. Barbara Markham Smith  

describes the implications of the two proposals 

John McCain and Barack Obama offer 
two very different visions of the healthcare 
future.1 2 While neither moves to a single payer 
system that provides universal  coverage, there 
is a substantial spectrum between single payer 
and the current  predicament in America. 

Tale of two markets
Americans who have employment based 
insurance receive a substantial tax subsidy 
since the dollar value of their insurance ben-
efits is not counted as taxable income. There 
are also other benefits. Employers buy their 
insurance in group markets, which are cheaper 
and do not subject individual employees to 
medical underwriting—discrimination through 
higher prices and exclusions from coverage  
based on actual or predicted medical needs. 
Therefore, people with employer based insur-
ance have better access to insurance. In addi-
tion, the group policies generally offer more 
substantial benefits than individual policies. 
Often, employer plans have lower initial out 
of pocket costs, more preventive benefits, and 
better protection against catastrophic costs.

Americans whose employers do not offer 

health insurance do not receive the automatic 
tax subsidies to purchase insurance that come 
with employer plans and thus bear the full 
cost. Buying their insurance as individuals, 
they generally have access to fewer benefits, 
pay the highest administrative costs as a 
percentage of premiums, and face the most 
aggressive medical underwriting.3 Premiums 
in the individual market can be as high as 
five times the average premium of roughly 
$12 000 a year in the employer market.4 5

McCain proposal
Mr McCain proposes to eliminate the 
tax benefits of employer sponsored insur-
ance. This means that the dollar value of 
the insurance will be taxed as income. The 
better the benefits, the higher the tax will 
be, thereby encouraging people to seek 
less generous benefits and removing the 
incentives to maintain employer sponsored 
insurance. For middle income employees in 
larger companies with comprehensive insur-
ance benefits, adding $12 000 to $15 000 to 
their taxable income could result in a large 
tax increase. For workers on more modest 

incomes, the effect would be even greater.
Mr McCain proposes to substitute the tax 

exemption with a universal flat tax credit of 
$2500 for individuals and $5000 for families.1 
People can apply the tax credit to the purchase 
of insurance in the individual market. Since 
the average family premium in employer 
plans is $12 000, the average family will expe-
rience a shortfall of about $7000 if employers 
discontinue coverage, assuming they can get 
the advantageous premium rate afforded to 
employer plans. This will create strong finan-
cial incentives to buy policies with fewer ben-
efits. If the price of the benefits is below the 
amount of the tax credit, people could end 
up with extra cash from the tax credit to be 
deposited in a health savings account to help 
offset future out of pocket expenditures.

To replace the loss of the incentives sup-
porting employer based insurance, Mr 
McCain is relying on an invigorated indi-
vidual market, which currently insures only 
6.5% of Americans.3 Consistent with his free 
market approach, Mr McCain requires no 
contribution by employers or mandates to 
individuals to have insurance. To expand the 

Mr Obama wants to give all americans 
access to the same benefits that 

members of congress have

to expand the individual market,  
Mr Mccain proposes to free the insurance 

industry from state based regulation
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individual market, Mr McCain proposes to 
free the insurance industry from state based 
regulation that currently requires minimum 
benefit levels. He would then allow insur-
ance companies and associations to offer 
varied insurance products across state lines 
or nationally. Mr McCain expects that this 
unfettered market opportunity will entice 
insurance companies to start offering low 
benefit, low cost options.

Medical underwriting would continue in 
these regional or national markets for individ-
ual insurance. To cover people with serious 
pre-existing medical conditions, Mr McCain 
proposes to use federal revenues to expand 
state sponsored subsidised high risk pools and 
develop other private consortiums to offer 
insurance to the “traditionally uninsurable,” 
who will get income based subsidies to help 
pay for high risk insurance.1 6

Obama proposal
While Mr McCain seeks to convert existing 
group insurance into an individual market, 
Mr Obama proposes to convert the indi-
vidual and small business market to a group 
market similar to that of large employers and 
public plans. His proposal maintains the tax 
subsidies for employer sponsored insurance.

The engine of this large group market is the 
organisation of a national private insurance 
marketplace under the auspices of the federal 
government. The Insurance Exchange would 
mirror the federal employee health benefit 
plan, which provides health insurance to all 
federal employees including members of 
Congress, the president, and the Supreme 
Court. As an alternative to the Insurance 
Exchange, people can choose to enter a pub-
lic plan similar to Medicare.

The stated goal is to give all Americans 
access to the same benefits that members of 
Congress have and assure comprehensive 
coverage. Large employers must contribute 
to coverage while small employers receive 
subsidies to provide employer sponsored 
insurance. Individuals receive subsidies on 
a sliding scale based on income rather than 
the flat tax credit proposed by Mr McCain. 
Mr Obama’s proposal rests on the assump-
tion that the substantial purchasing power of 
these large pools, both public and private, 
will further constrain costs as the large public 
pools have in Medicare and Europe.

Medical underwriting is eliminated. 
Accordingly, high risk pools are unnecessary 
as risk is spread broadly to dilute the effect 
of people with large medical expenses. Mr 
Obama’s plan requires all children to have 
insurance, thus achieving universal coverage 

for children that Medicare has achieved for 
elderly people. He does not, however, require 
adults to have health insurance, as is the case 
in many European Union countries.

Effects of reform
Mr McCain’s approach seems unlikely to 
reduce total health system costs, expand 
the number of Americans with insurance, 
enhance continuity of care, or reduce indi-
vidual financial exposure. Currently, half 
of bankruptcies in the US result from medi-
cal expenses, three quarters of whom were 
insured at the onset of illness.7 The McCain 
plan seems likely to inflate those numbers. 
Individual purchasers do not have enough 
power to negotiate prices with insurance 
companies. Rather, it seems likely that more 
spending will be shifted away from the insur-
ance product and directly to individuals. Peo-
ple will respond to the incentives to buy lower 
value policies, exposing themselves to more 
financial risk and interruptions in care.

With the continuation of medical under-
writing, people will continue to be excluded 
from insurance. The state high risk pools 
proposed by Mr McCain historically have 
been plagued by low consumer participation 
because of inadequate subsidies and weak 
revenue sources.3 High risk pools also fail to 
protect people with less serious conditions 
who are not technically uninsurable but must 
pay extremely high prices for insurance.

Adding dollars to the individual market 
subsidises the least efficient, administra-
tively top heavy, most exclusionary part of 
the system. Put another way, this approach 
could eliminate existing employer coverage 
for many families while providing no robust 
alternative source of insurance. It is estimated 
that  roughly 20 million employers would 
stop offering health insurance benefits.8 This 
shift from a group based employer market to 
an overwhelmingly individual market would 
represent the largest shift in the organisation 
of insurance in 70 years. A joint study by the 
Urban Institute and the Brookings Institu-
tion of President Bush’s proposal—which Mr 
McCain’s plan closely tracks—indicates that 
such strategies could increase the number of 
uninsured among lower income people with 
existing health conditions.9

Mr Obama’s proposal to give all Ameri-
cans access to large group pools and compre-
hensive benefits combined with guaranteed 
affordability and an option to have public 
insurance represents a sea change in the avail-
ability of insurance in the US. With universal 
coverage for children, guaranteed access to 
comprehensive benefits, subsidies based on 

ability to pay, maintenance of employer spon-
sored insurance, and consolidated purchasing 
power to bring down costs, Mr Obama’s plan 
will insure a large percentage of those who are 
currently uninsured. By offering comprehen-
sive benefits, it should largely eliminate the 
bankruptcy patterns associated with Ameri-
can health care. How broad the expansion of 
coverage is will depend on the adequacy of 
the income based subsidies and the success 
of outreach to enrol people in newly available 
insurance mechanisms.

The key differences between the plans are  
views of what drives health system costs. The 
McCain plan reflects the belief that aggregate 
individual choices drive health spending. 
Thus, Mr McCain focuses on shifting costs to 
individuals to drive down demand for health 
services and limit benefits. Mr Obama’s plan 
reflects a view that individuals have little con-
trol over total health system costs and that 
large market forces must be harnessed to 
bring down costs and improve access.

The likelihood of reform will depend heav-
ily on the engagement of the American public 
to provide the political energy to bring about 
change. The challenge for political leadership 
is to make sure the public fully understands 
the implications of their choices.
Barbara Markham smith , consultant to Health 
Management Associates Washington, Dc 20037, usA 
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