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 Short Take  
 

Farewell to Private Health Insurance? 
 
According to the most recent numbers from the U.S. Census Bureau, private health insurance is 

slowly but steadily going out of business. In 2000, 65 percent of all Americans got their insurance 

through their employers. That was right when the Millennium recession struck. In 2010, when 

we were one year into the Great Recession, only 55 percent of all Americans had employer-based 

health insurance.  

In the meantime, Medicaid enrollment has increased from 10 percent in 2000 to 16 percent in 

2010. The downward trend in employer-based insurance is as steady as the upward trend in 

Medicaid enrollment, which indicates that many of those who had employer-based insurance 

have been transferred over to Medicaid over the past ten years. Most of the remaining four 

percent have become uninsured: 16 percent of all Americans were uninsured in 2010, as opposed 

to 13 percent in 2000. 

The drop in employer-based coverage is not unique to the current recession. Half of the ten-

percent drop took place between 2000 and 2004. If this trend continues, fewer than half of all 

Americans will have private, employer-based insurance by 2016. 
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QALY and the Negative Value of Life 
 

 

Cost containment is a major motivation for government control over health care. The Obama 

administration’s big health care reform, the Affordable Care Act, is no exception in this case, as 

its regulations of insurance premiums indicate. Secretary of Health and Human Services, 

Katherine Sebelius, has expressed support for cost containment through health care rationing, 

as has Obama’s appointee to run the Center for Medicare and Medicaid Services. 

When government wants to ration health care, it has to do so rationally, or else its policies 

would be considered entirely random. Rational rationing, so to speak, is made possible by 

means developed in economics. The best known of those measures are the HYE – Healthy Year 

Equivalenices – and the QALY, or Quality Adjusted Life Years. The technical aspects of these 

rationing methods are not very well known to the general public, nor are their ethical 

foundations. 

Before we take a closer look at QALY, the best-known of these methods, it is important to 

make the observation that government has an interest in containing health care costs and 

rationing health care if and only if government also pays for health care. Up until recently the 

private sector paid for most of America’s health care; with the expansion of Medicaid, in 

particular, the balance has shifted (marginally) to where taxpayers are responsible for more 

than half of all health care costs in America. Under the full implementation of the Affordable 

Care Act, government would soon be paying for almost all our health care. 

At the heart of QALY is the question: how can a tax-paid bureaucracy compare Jack’s and Jill’s 

need for health care? To make this comparison the QALY model converts Jack’s and Jill’s health 

experiences into one common denominator. This common denominator is a utility value scale. 

The theoretical basis for this scale is the ethical value theory of utilitarianism, with the explicit 

premise that government, not Jack and Jill, assign utility values to their health care experiences. 

A life in perfect health is considered to have a utility value of 1, while death has a utility value 

of 0. In between are various health conditions that span the entire continuum between 0 and 1.  

Suppose Jack and Jill want treatment at the same hospital. There is not enough resources to 

treat both of them, so a health care bureaucrat is assigned the duty to decide who will be 

admitted. He asks the question: how close to 1 or 0 are Jack’s and Jill’s health experiences?  

Jack and Jill both suffer from the same type of cancer. It is currently curable in both cases but if 

left untreated it will kill them. The bureaucrat now asks four questions to determine who will 

be admitted. These questions are not directly related to their health conditions, but to the 

potential value of treating each one of them. The value of treatment, in turn, involves an 

assessment of the likely future productivity of the patient, provided he or she is successfully 

treated.  

The four questions are: 

 

1. How many more years is the patient likely going to live? 

2. How many of those years will the patient be affected by his/her health condition? 

3. How much less worth living will his/her life be without treatment? 

http://www.firstthings.com/blogs/secondhandsmoke/2010/05/31/obamacare-sebeliuss-open-support-of-health-care-rationing-gives-lie-to-obama-assurances/
http://thehill.com/blogs/blog-briefing-room/news/97661-gop-senators-take-aim-at-cms-nominee
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4. Is the patient likely to be paying enough taxes over the course of his/her life to compensate 

government for the treatment costs? 

 

The patient is not asked to answer any of these questions. Needless to say, both Jack and Jill 

would say that the utility value of their life is 1 even if their health is not perfect. But the health 

care bureaucrat may disagree. If Jack and Jill will have to live with some permanent impairment 

due to treatment, such as reduced mobility or loss of vision or hearing, the health care 

bureaucrat will downgrade the utility value of their post-treatment life to less than 1. 

This downgrade makes it less likely that either of them will get treatment. Put simply: Jack 

and Jill will now have to “prove” to the bureaucrat that they can produce positive value for 

government – in the form of tax revenues – that they can make up for the government’s 

reduction of the value of their post-treatment life.  

Suppose Jack and Jill are the same age and have the same life expectancy. But suppose Jack 

makes $40,000 per year and Jill makes $100,000. She will pay a lot more taxes over the 

remainder of her life than Jack. Therefore, if government pays for her treatment and leaves Jack 

un-treated, it is more likely to recover the treatment costs.  

Let us play this scenario another way to illustrate how government puts value on people’s 

lives with QALY. Suppose that Jack and Jill again suffer from the same type of cancer. Suppose 

they are the same age and both make $40,000 per year. But suppose that Jack will make a full 

recovery while Jill can be expected to suffer some impairment as a result of the cancer 

treatment. In this case the health care bureaucracy will place a utility value of 1 on Jack’s post-

surgery life, while Jill’s life will be rated at less than 1. With all other variables equal, the 

government will decide to admit Jack for surgery while Jill will have to go without it.  

In these two scenarios the values of the lives of Jack and Jill are in a strict sense positive, yet 

when discounted for the cost of treatment those values do, in effect, become negative. But the 

QALY method also allows health care bureaucrats and physicians to assign negative value to 

life itself. Jane M Orient, executive director of the Association of American Physicians and 

Surgeons, has made this point: 

 
It ought to be obvious that there is an unbridgeable chasm between life and death. Nevertheless, 

the discontinuity apparently escapes those who set up relative value scales based on "quality-

adjusted life-years" (QALYs). The unstated assumption is that at some point on the QALY scale, 

visible to experts, the value of a life becomes negative—even less than the value of death.  

 

British instructions for how to use QALY actually include a scale where life can be given a 

negative value.  

QALY can be used in private health insurance models as well as in single-payer models. The 

difference is that in a private, market-driven system health care consumers can make choices 

based on their own assessment of the quality of their own lives. Such choices are not possible 

under a single-payer system. 

  

http://www.thefreemanonline.org/wp-content/uploads/FREEMAN/pdf%20format/FREEMAN/2006_10.pdf
http://www.medicine.ox.ac.uk/bandolier/painres/download/whatis/QALY.pdf
http://www.medicine.ox.ac.uk/bandolier/painres/download/whatis/QALY.pdf
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The 90-Day Rule: Obamacare’s Back Door to the Public Option 
 

 

The Affordable Care Act, a.k.a., Obamacare, gives every health-insured American the right to 

health care treatment within 90 days (see the Act, Subpart C, Part I, Subsection 2708). For the 

first time the federal government now gives private citizens an explicit right to health care. The 

big question is: why is this rule included in the health care reform act? 

The undesirable answer could very well be: to pave the way for a public option. 

Most Americans still get their insurance from private providers, and private providers still 

have a right to deny someone insurance (though the Affordable Care Act makes it harder for 

them to do so). The private provider share of health insurance is dwindling, though: the latest 

data from the Census Bureau shows that only 55 percent of Americans now get private 

insurance through employers.  

This share is likely to dwindle further under the 90-day rule.  

Currently, fewer than five percent of all Americans have to wait longer than medically 

tolerable for their health care. While this does not correspond strictly to waiting periods shorter 

than 90 days, comprehensive research strongly indicates that fewer than five percent of all 

Americans in need of health care have to wait more than 90 days. It is therefore reasonable to 

conclude that the 90-day rule was put in place not for today’s health care market, but for a 

future market where rationing has taken a toll on the supply of health care.  

Rationing will come in two ways:  

 

 rate regulations on health insurance which will force insurance plans to drop coverage 

or limit the number of people who can get certain forms of treatment each year; and  

 a significant expansion Medicaid enrollment.  

 

Rate regulations are already in place; the expansion of Medicaid is well under way. When 

these mechanisms reduce the supply of health care available to Americans, more and more 

insurance plans will bump up against the 90-day rule. At that point, in order to enforce the 90-

day rule, the federal government could take the insurance provider to court. If the provider 

loses it has to either fund more health care for its enrollees than it can afford, or face 

punishment, likely a fine. If the fine is lower than the cost of health care, it will pay the fine. If it 

cannot afford either the fine or the health care, it will go out of business.  

When insurance plans go out of business, people are left uninsured and have a tougher time 

getting health care. When more people have a harder time getting health care, the probability 

increases that they will turn to government and demand help. Politically, this opens the door 

for an activation of a public option within the Affordable Care Act. That option is still there, 

though dormant. Under the 90-day rule it can rise to prominence, regardless of whether the 

Supreme Court strikes down the individual insurance mandate. 
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