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Short Take  
 
 

Will Obama Finish the Job for Clinton? 
 
Regardless of how the Supreme Court rules on the Affordable Care Act (ACA), the political health 

reform battle will continue. Health care statists did not give up when President Clinton’s Health Security 
Act of 1993 failed. In what can best be described as a political intermission between Clinton’s complete 
overhaul bill and the ACA, health care statists resorted to milder versions of government expansion, such 
as opening up the federal government’s employee health plan to the general public, proposed by, e.g., 
presidential candidates Bill Bradley in 2000 and John Kerry in 2004. 

As the first article in this newsletter explains, the ACA was in many ways a resurrection of the Clinton 
plan. The most notable difference had to do with health care funding: while the ACA relies on an 
insurance mandate and general taxation, the Clinton plan proposed a 7.9 percent payroll tax. In that sense, 
the payroll tax model put the Health Security Act on equal footing with, e.g., Social Security.  

The payroll tax also turned the Clinton plan into a single-payer model. This drew a lot of fatal opposition 
which in all likelihood was the reason why the ACA does not have a single-payer feature.  

Instead of going with a single-payer model, the ACA took the Bradley-Kerry approach to government 
involvement in health insurance. The public option, which is currently dormant in the Act, is the same 
method for offering a federal health insurance plan to the public. Since the ACA kept the Clinton plan’s 
regulatory framework for health insurance markets, and since those regulations in the Clinton plan were 
designed for a single-payer system, it is not at all far-fetched to assume that if the Supreme Court strikes 
down the individual mandate, the Obama administration will respond by reactivating the public option or, 
more likely, propose an outright single-payer model.  

This may also happen if the ACA survives the Supreme Court. Single-payer health insurance is the 
crown jewel of the welfare state; its absence is a sore spot for American welfare statists. Since very few 
countries have ever successfully reversed a single-payer system (the Netherlands and to some degree 
Poland being exceptions) they will in all likelihood try to finish the job this time around. 
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Single-Payer: Rescuing ACA and Rationing Health Care 
 

 
The roots of the ACA lie in President Clinton’s Health Security Act of 1993. There are several 

important similarities between the two plans: 
 

 Mandatory individual health insurance coverage; 
 Separation of premiums from health risk, i.e., community rating; 
 Introduction of federal coverage mandates; and 
 Guaranteed issuance. 

 
The two major differences have to do with the design of the individual mandate and with the funding 

mechanism. As we know, in the ACA the individual mandate forces individuals to buy health insurance; 
in the Health Security Act the mandate was on employers to provide insurance. This difference is directly 
linked to the difference in how the two reform plans address the funding issue. In the ACA the individual 
is supposed to come up with money to buy something the government tells him to buy. In the Health 
Security Act, on the other hand, employers were forced to pay a 7.9 percent payroll tax, dedicated to 
health insurance purchases.  

It is likely that the architects of the ACA deliberately omitted the single-payer funding model in order to 
evade single-payer related criticism. If we view the two plans in light of this, we can identify the common 
purpose of the plans – and thus see how neatly the single-payer model would fit in to the ACA: 

 
 Both plans separate health risk from premiums, thus eliminating individual differences in 

purchasing power; government controls the price; 
 With federal coverage mandates both plans standardize the product “health insurance”; 

government controls product quality; 
 With guaranteed issuance, both plans control product access. 

 
When government controls the price and the quality of a product, it effectively controls demand for the 

product. When government forces insurance providers to sell a standardized product through guaranteed 
issuance, government effectively also controls the supply side.  

A “market” where government controls both supply and demand is a “market” where government also 
is the only payer. We have single-payer education – and we may soon have single-payer health care. 

But what does single-payer health care really mean? How bad could it actually be? 
To answer these questions, let us go back to the Health Security Act one more time. The opening 

statement of that bill declared clearly that the purpose of the act was to: 
 

…ensure individual and family security through health care coverage for all Americans in a manner 
that contains the rate of growth in health care costs… 

 
One way to accomplish this was to put a perpetual cap on the payroll tax: it was supposed to “never” go 

up.1 Given the historic trend in health care costs it was a rather audacious claim by the sponsors of the 
Health Security Act that:  

 
a) their bill would be able to keep health care cost growth on par with the growth in compensation of 

employees; 
b) they could foresee the growth in both these variables for a very long time to come; and 
c) there would be no conflict between their cost containment ambitions and the benefits package that 

the same bill put forward. 
 
A quick review of historic data shows that if the Clinton plan had ever become the law of the land, 

health care rationing would have been widespread and immediate. Figure 1 compares the trend in health 
care costs to compensation of employees (both time series retrieved from the Bureau of Economic 

http://www.gpo.gov/fdsys/pkg/BILLS-103hr3600ih/pdf/BILLS-103hr3600ih.pdf
http://www.gpo.gov/fdsys/pkg/BILLS-103hr3600ih/pdf/BILLS-103hr3600ih.pdf
http://bea.gov/
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Analysis). Health care costs are measured as output value, as this brings the image of health care costs 
closer to what one would see in a single-payer system. In plain English: it shows what government would 
have to pay if it wants to maintain the quality of health care intact. 

The payroll tax base is simulated as compensation of employees. There is a slight definitional difference 
but since the time series for employee compensation is standardized to the same level as health care 
output costs it is the better alternative. The blue function is the tax rate over time; for comparative reasons 
there is also a tax rate trend line if the tax is based on personal income. Consistent data goes back to 1987, 
six years prior to the Clinton plan’s introduction. This length of the time series allows us to illustrate the 
tax trend more forcefully: 

 
Figure 1 

 
 
The inevitable conclusion is that if a Clinton-style plan had gone into effect in 1987, it would have 

required almost annual tax increases. The employee compensation tax, which would have had to be 12.9 
percent in 1987, would have risen to 20.9 percent in 2010. At constant wages, for every $1.00 the 
taxpayer paid in 1987 he would have paid $1.57 in 2010.  

To keep the tax rate constant, government would have had to ration health care significantly. In 2010 
the output value of all health care in America was $1,619 billion. Using compensation of employees as 
the constant-rate tax base the output value permitted by the single-payer system would have been 36.6 
percent lower. Only $1,026 billion worth of health care would have been produced.  

The American people would have had to forfeit $593 billion worth of health care in 2010 alone. 
Health care statists rarely admit that rationing is a persistent problem in single-payer systems. A notable 

exception is former senator Tom Daschle, but two recent newspaper articles, one in the New York Times 
and one in Yahoo News, in hint of what may be coming down the pike if America does indeed go single 
payer.  
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From Quality Care to Equality Care 
 

 
In order to make a single-payer model work properly, government has to centralize health care 

distribution. In order to do so, government needs to create a new, standardized meaning of health care. Its 
foremost instrument for doing this is the highly contested QALY method. QALY is not just a distribution 
instrument for health care: it also happens to be well suited for rationing decisions.  

What is less known is that the QALY method also allows government to redefine quality in health care 
as equality in access to health care.  

More on the quality-equality tie in a moment. Let us first get acquainted with QALY.  
Health care is an umbrella term for a wide range of different products, primarily services but also 

commodities such as medical drugs. The common denominator for all these products is “health” and the 
capacity of each product to “cure”. Commonly the “curing capacity” is referred to as “quality”: the 
quality of a health care product is a proxy for its capacity to cure a patient from his medical condition.  

Low-quality health care products do not necessarily have low capacity to cure, but they may not provide 
as fast and as painless a recovery as high-quality products. (Quality should not be mistaken for efficiency: 
an efficient health care product provides a certain level of quality at a low cost, as opposed to an 
inefficient product which may provide the same quality but at a higher cost.) 

QALY, Quality Adjusted Life Years, is the most commonly used scientific method for measuring 
quality in health care. It allows government to define quality as a state of “cured medical condition.” The 
next step is to estimate the sum total of that quality over the remainder of a patient’s life.  

It is widely applied in single-payer systems but also shows up in limited government-run plans. National 
medical boards use QALY to make treatment decisions that connect rationing to decisions at the 
individual patient level. 

In the United States, QALY is applied in, e.g., vital parts of Medicare, and it is making headway into 
other parts of our health care system. There have also been efforts to take QALY to a higher level, such as 
the efforts in Oregon in 1989 to move the state toward a single-payer model. The idea was to integrate 
QALY as a health care distribution mechanism: 
 

For example, if treating a patient would lead to a life expectancy of 20 years with a high quality 
of life (eg, hypertension, which only requires daily pills and rarely manifests negative symptoms), 
coverage for this patient's treatment should presumably have priority over treatment for a patient 
who would have a life expectancy of 20 years with a comparatively low quality of life (eg, 
diabetes, which requires daily injections and often manifests symptoms such as neuropathy, 
blindness, etc). Conversely, ceteris paribus, longer life expectancy should be given priority over 
shorter life expectancy. Where there is a quality-of-life difference, we might adopt a "quality-of-
life coefficient," ranging between 0 and 1, which could be multiplied by life expectancy to yield 
QALYs, and we could then prioritize treatments that would promote the maximization of 
QALYs. 

 
In other words, QALY follows the philosophical methodology of reductionism and reduces patients 

from individuals to utility functions. Government decides how many units of utility a function (patient) 
experiences and then equates those units to “quality”. The functions (patients) are then matched against 
cost functions: the money that goes into providing a certain treatment is compared to the various utility 
functions. The function that produces the most utility for a given amount of money will receive treatment: 

 
 Jack and Jill have the same condition and can be cured by the same treatment at the same cost;  
 Jack will live for 20 years while Jill will only live for 15 years; 
 If the quality produced by the treatment is the same, Jack will get the treatment because his life 

sum of quality is higher; 
 If Jack will only be cured half as well as Jill, her life sum of quality will be higher and she will 

get the treatment. 
 

http://www.medicine.ox.ac.uk/bandolier/painres/download/whatis/QALY.pdf
http://www.guardian.co.uk/society/2011/apr/18/nhs-cost-cutting-surgeon-warning
http://www.guardian.co.uk/society/2011/apr/18/nhs-cost-cutting-surgeon-warning
https://www.cms.gov/HealthCareFinancingReview/downloads/07Springpg109.pdf
http://www.ispor.org/meetings/invitational/QALY/GarrisonEditorial.pdf
http://www.ispor.org/meetings/invitational/QALY/GarrisonEditorial.pdf
http://virtualmentor.ama-assn.org/2005/02/pfor2-0502.html
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It would be natural to assume that the decision on what quality each function (patient) will produce 
(experience) from a given treatment would be made by the individual patient. This is not the case, 
however: in a government-run health care system the quality decision is deferred instead to a government 
agency. This agency, in turn, standardizes quality estimates based on the QALY model, putting numbers 
on individual health experiences and measuring them by one yardstick. 

In short: health care bureaucrats decide what the quality of your life is going to be like if you are treated 
for your cancer. If they decide that your quality of life is going to be inferior to the quality of life of 
another person with the same type of cancer, then he gets treatment first. It does not matter what you or 
the other patient say about life after treatment.  

Through the use of QALY, government can now measure all health care experiences that patients have 
against the equally measurable quality of all health care products. This allows government to distribute 
health care products among health care functions (patients) based on criteria that are determined by the 
government and entirely isolated from the genuine preferences and experiences of individual patients.  

At this point it is possible for government to take the next step, namely to distribute health care based 
on equality, not quality. When government controls the quality definition in the QALY model it can add 
or subtract inputs into the quality definition based on political preferences. In, e.g., the Affordable Care 
Act, quality is defined in a way that goes beyond the immediate health care experience of the patients 
involved. Jane M Orient explains in the Journal of American Physicians and Surgeons how the term 
equality has come to determine the meaning of quality: 

 
The goal “Improving the Quality and Efficiency of Healthcare” (p 235, Title III) is to be achieved 
through “Transforming the Health Care Delivery System” and its payment mechanism. Specifics 
include “linking payment to quality outcomes under the Medicare program,” measuring Medicare 
spending per beneficiary, and improving the Physician Quality Reporting System (p 245, §3002). 
The Secretary is to establish appropriate measures of quality (p 256), apply a payment modifier in 
a manner that promotes systems-based care (p 257), and integrate quality reporting with 
requirements for “meaningful use” of electronic health records (p 247). Thus, the academics’ 
wish list for dictating acceptable medical practices is to be imposed from above, and the 
Physician Quality Reporting Initiative (PQRI), which originated in the 2006 Tax Relief and 
Health Care Act and has been tinkered with for several years, is to expand. The process is 
reminiscent of what occurred with the “pilot program” of diagnosis-related groups (DRGs), 
which was inflicted on hospitals nationwide without any apparent effort to analyze its effect on 
medical outcomes. In one of about 13 such provisions in the Act, the Secretary’s establishment of 
methodology for determining an “episode of care” is insulated from administrative or judicial 
review (p 249). A key part of the Secretary’s national strategy to improve healthcare quality (p 
260, §3011) is to “reduce health disparities across health disparity populations … and geographic 
areas.” Thus “quality” may be defined by equality, with the implication that while some may 
receive more or better care, others may receive less or worse care, depending on where they live 
and what population subgroup they belong to. 
 

The Health Security Act of 1993 also emphasized equality in access to health care based on a person’s 
income and “socio-economic status” as well as “demographic characteristics” (Sec. 1203, p. 104 and Sec. 
1541, p. 281; see also pp. 515, 614, 748 and 1279 for related distribution mechanisms). Equality in access 
to health care was in other words given a prominent role in the distribution of health care resources. 

This is a good example of how government can effectively define quality in health care however it 
wants to. Ultimately, this allows government to consider both rationing and equality in access in its 
QALY calculations.  

If government needs to ration health care, it can use the QALY method to gain scientific justification 
for how it goes about rationing. If government needs to validate its equality-in-access criterion for health 
care distribution, it can use the QALY method to obtain desirable results.  

Should at any point an ethical debate arise over how health care is being rationed and distributed, there 
is always the possibility of using the academic discipline of medical ethics to rally more scholarly 
authority in defense of government’s policies.  
  

http://www.jpands.org/vol15no3/orient.pdf
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The Moral Price for Single-Payer Health Care 
 

 
As health care rationing gets tighter, health policy becomes increasingly ethically charged. To defend 

the consequences of a single-payer system, our legislators will adopt ethical standards that motivate the 
use of, e.g., QALY in distributing and rationing health care. But since cost containment is the “hard” 
variable, government will need new ethical standards that explain and make morally palatable the far-
reaching consequences of health care rationing.  

This opens entirely new perspectives for the future of American health care.  
One of the main topics in medical ethics has to do with distribution standards in rationed health care 

systems. Recently the British Journal of Medical Ethics published a controversial article that put this 
research frontline on full display. This article is important to consider in the context of American health 
care reform not because it guides reform efforts today, but because it points to a direction that future 
health reform efforts may very well take. Some elements of the conclusion in this article are close to the 
QALY methodology and guide abortion policies in some European countries. 

It is in the combination of a single-payer health care system, QALY and free, tax-paid abortion that the 
ethical battle over health reform will be most hotly contested. While tax-paid abortion has not yet become 
a norm in America, it is a norm in most single-payer systems. Furthermore, the Affordable Care Act has 
opened for tax-paid abortions in the United States.   

The application of QALY is not limited to standard medical procedures such as cancer treatment. It also 
applies to the beginning of life. A baby born with, e.g., Downs Syndrome is given a lower QALY score 
than a baby born without genetic abnormalities.  

Consider a case where government provides care for babies born with a lifelong need for health care, to 
a larger or lesser degree. Consider, furthermore, advancements in testing methods to establish genetic or 
other medical conditions in unborn babies.  

It is entirely conceivable that a government health care agency, in charge of a single-payer system, will 
look at unborn babies with medical abnormalities, estimate the QALY and the costs of caring for those 
babies over their life spans, and put those costs in view of the option of an abortion.  

While highly unlikely as a policy tool today, the frontline of medical ethics research is already opening 
for the endorsement of such policy standards. In the aforementioned Journal of Medical Ethics article, 
professors Alberti Giubilini and Francesca Minerva make the case that under a single-payer system – and 
by consequence under a welfare state – we should allow infanticide in order to make sure that taxpayers' 
money are used as efficiently as possible.  

The logic that endorses killing babies in the name of government cost containment comes sneaking up 
on the reader, and is made only after a long, winding academic exercise with a soft start (emphasis 
added): 
 

Severe abnormalities of the fetus and risks for the physical and/or psychological health of the 
woman are often cited as valid reasons for abortion. Sometimes the two reasons are connected, such 
as when a woman claims that a disabled child would represent a risk to her mental health. However, 
having a child can itself be an unbearable burden for the psychological health of the woman or for 
her already existing children, regardless of the condition of the fetus. 

 
In other words, the argument is that a mother has the right to kill a child because she suddenly, after 

having unprotected sex, finding out that she is pregnant and then carrying the baby for nine months, feels 
that it would be too much of a "burden" for her to keep her newborn baby.  

In moral philosophy this is known as reductionism: an individual is reduced beneath the concept of 
personhood to a utility function. This is the same approach to the individual as the QALY method takes. 
And just as in applications of QALY, the argument made here places authority over that utility function in 
the hands of other individuals. In the case of QALY those individuals are government-paid administrators 
while here the decision-making authority is in the hands of the baby’s mother.  

For now.  

http://jme.bmj.com/content/early/2012/02/22/medethics-2011-100411.full.pdf+html
http://www.lifenews.com/2010/07/13/nat-6531/
http://www.lifenews.com/2010/07/13/nat-6531/
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After implicitly endorsing QALY, Giubilini and Minerva begin removing any doubts about the 
connections between their infanticidal argument and the needs to ration medical services in a government-
run health care system:  

 
A serious philosophical problem arises when the same conditions that would have justified abortion 
become known after birth. In such cases, we need to assess facts in order to decide whether the 
same arguments that apply to killing a human fetus can also be consistently applied to killing a 
newborn human. Such an issue arises, for example, when an abnormality has not been detected 
during pregnancy or occurs during delivery. 

 
In other words, a human being is not given the right to live until it has been determined - presumably 

beyond reasonable doubt - whether or not she suffers from any "abnormality". The bridge is not long from 
this abnormality argument to single-payer health care and the welfare state:  

 
An examination of 18 European registries reveals that between 2005 and 2009 only the 64% of 
Down's syndrome cases were diagnosed through prenatal testing. This percentage indicates that, 
considering only the European areas under examination, about 1700 infants were born with Down's 
syndrome without parents being aware of it before birth. Once these children are born, there is no 
choice for the parents but to keep the child, which sometimes is exactly what they would not have 
done if the disease had been diagnosed before birth. … [To] bring up such children might be an 
unbearable burden on the family and on society as a whole, when the state economically provides 
for their care. 

 
Logically, according to Giubilini and Minerva, this means that the state should also have the ultimate 

say in whether or not these children should be allowed to live. In other words: if the cost of a child's life 
with, say, Down's Syndrome is considered unacceptable by some government agency, they should have 
the right to end that child's life.  

The American health reform debate may not yet have sunken to the level of fiscal eugenics exhibited by 
professors Giubilini and Minerva. But the hotly contested Independent Patient Advisory Board in the 
Affordable Care Act (including a commentary from Governor Sarah Palin, herself a parent of a child with 
Downs Syndrome) shows that this type of reductionist medical ethics has made very deep inroads into 
U.S. health policy. This also raises the urgent question of what ethical price – in addition to the economic 
price – American proponents of single-payer health care are willing to pay. 

 
 

1 See: Newhouse et al: Symposium on Health Care, The Journal of Economic Perspectives, Vol. 8, No. 3 
(Summer, 1994). 
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