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Why change the current system? 

• “Premiums are soaring and insurers are 
fleeing”        
 

•                                  Sean Spicer 5/3/17 
 

 

 
 













Repeal and Replace Obamacare 

 

• What is the status as of today? 
• Some current efforts to “repair” rather 

than repeal and replace Obamacare 
 













PATIENT PROTECTION AND 
AFFORDABLE CARE ACT (PPACA) 

 

a.k.a. Obamacare 
 
 
-The GOOD 
 
-The BAD 
 
-The UGLY 
 
 



                       THE GOOD 



• Prohibits rescissions 
• Eliminates lifetime limits or caps 
• Requires free preventive health services 
• Extended coverage to age 26 for children 
• Expansion of primary care and community health 

centers 
• No preexisting condition exclusions  
• Limits insurance companies overhead (80:20) 
• Decrease Medicare Rx drug costs 
•  Private insurance subsidies up to 400% of 2015 

FPL- $11,490 ($46/94K) 
• Expands Medicaid to 138% of FPL($16/32K) 
• Prohibits “junk insurance.” by mandating 10 

essential health benefits  
 

What are the major positives of the PPACA? 



What are the 
Categorical EHBs? 

Ambulatory Patient Services 
 

Emergency Services 
 

Hospitalization 
 

Maternity and Newborn Care 
 

Mental Health and Substance Use Disorder 
 

Prescription Drugs 
 

Rehabilitative and Habilitative Services 
 

Laboratory Services 
 

Preventative and Wellness Services 
 

Pediatric Services, Including Oral and Vision 

Categorical EHBs are 10 
different categories of 
coverage most plans must 
contain to be certified as a 
QHP.  
 

Self-funded, large group, 
and grandfathered plans 
are not required to meet 
EHB standards. 

02/11/2014 



How are PPACA premiums 
determined? 

• 1. Age-may increase x 3 based on age 
• 2. Increased premiums for smokers 
• 3. Zip code  -premiums 2-3x higher in many 

rural areas. 
• 4.Annual income-to calculate progressive 

sudsidies 
• Premiums are determined by private 

insurance companies and NOT by 
government. 
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THE BAD 



PPACA Shortcomings 
 •  Leaves 28 million uninsured. 

•  Has not decreased overall medical costs 
•  Increased  Federal and state bureaucracies’ cost  

to fund exchanges and assure compliance with 
myriad of rules and regulations. 

• Undocumented immigrants excluded 
• 6 million Medicaid eligible remain uncovered 
• Leaves most “underinsured” 
• Will not eliminate medical bankruptcy 
• Has not controlled rising premiums 
• Will not generate enough revenue to offset costs.  

 
 
 

 



PPACA UNINTENDED CONSEQUENCES 

• Employers  moving workers from full to part time 
status (<30 hrs/wk) 

• Small employers dropping  health insurance 
coverage due to availability of federal subsides.  

•  Very low 2017 penalty $695 or 2.5% of income to 
a max of $2085 resulted in many of the healthy 
choosing no insurance resulting in a “sicker” risk 
pool and dramatic increase in future premiums.   

 



PPACA Unintended Consequences 

• Many eligible for Medicaid are uninsured 
due to refusal of  18 states to participate. 

• Private insurers will limit and have limited 
participation  based on actuarial analyses 
resulting in limited choice of plans, 
hospitals and providers. 
Dramatic  future increase in private health 

insurance premiums as more of the sick opt in 
and the healthy opt out of mandatory 
coverage 





2015 Health Insurance Coverage of Total  
Population (millions) 

• Employer        156             (49%) 
• Medicaid         71.6           (22%)  
• Medicare        55.5            (17%) 
• Non group      21.8            (7%) 
• Other Public     6.4            (2%) 
• UNINSURED      30            (9%)  



Who is covered by Medicaid? 



Will the PPACA Implode? 

• To get the answer we need to: 
 

• FOLLOW THE MONEY 



 
• $3.2 Trillion 

 
• 17.8% of GDP 

 
• $10,000 per capita 
                                                 CMS.gov 

 

 2015  Total Healthcare Spending 



Who paid the 2015 $3.2 Trillion bill? 

• 65% FUNDED BY TAXPAYERS in 2015 
•   Medicare                                             $646 Billion 
•   Medicaid                                             $545 Billion 
•   Insurance premium tax deductions $326 Billion 
•   VA System                                            $164 Billion 
•   Other health programs                      $336 Billion 
•   Government employee health insurance premiums 
•   Prisoner healthcare ( 2.5 million incarcerated) 
                                        
  

 





American Taxpayers Already Pay 
More Than People in Nations 

With National Health Insurance 



Per capita health expenditures 



2015 Health Insurance Coverage of Total  
Population (millions) 

• Employer        156             (49%) 
• Medicaid         71.6           (22%)  
• Medicare        55.5            (17%) 
• Non group      21.8            (7%) 
• Other Public     6.4            (2%) 
• UNINSURED      30            (9%)  



 Healthcare costs compared to incomes? 

• According to the Milliman Medical Index in 2016 a family of 4:  
•  Total expenditure was $25,826 
•      $14,793 (57%) employer 
•      $6,717 (26%) employee 
•      $4,316 (17%) out of pocket 

 
• 2015 U. S. median household income was $53,657 
• Can the average family afford these costs?  
• Can the average worker afford the full cost of 

insurance? 
 

   





* Estimate is statistically different from estimate for the previous year shown (p<.05). 

SOURCE:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2014. 

Average Annual Premiums for Single and Family Coverage,  
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Insurance Premiums • Workers’ Earnings • Inflation  
1999-2008 
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Kaiser/HRET Survey of Employer-Sponsored Health 
Benefits, 2000-2008.  Bureau of Labor Statistics, 
Consumer Price Index 

Presenter
Presentation Notes
It’s not just Medicare that is going broke.  It’s our whole system.  In fact, Medicare is doing relatively well – it’s the rest of the system that is ALREADY hitting the wall.Looking at this graph, you can see that given enough time, average family premiums will overtake average household income.But it gets worse.  Private insurance premiums doubled from 2000 to 2008.  Did Medicare premiums double?And worse.  While premiums doubled, what happened to private coverage?  Co-pays and deductibles went up, which is to say, benefits went down.  Did Medicare benefits go down? 





THE UGLY 



Do we have the best healthcare in the 
world? 







The Medical Industrial Complex 

Insurance Companies 
 
Hospitals (AHIP) 
 
Pharmaceutical Companies (PHARMA) 
 
Medical Providers (AMA and Specialty Societies) 
 
Medical Device Manufactures 
 
Long term care providers  
 
#1 IN LOBBYING EXPENDITURES (2.5x more than any other group) 
 
 



       HEALTHCARE LOBBYING $$$ 1998-2012 











What is the root cause of our 
healthcare dilemma? 

• The EXHORBITANTLY HIGH COST OF U. S. 
HEALTHCARE  

• Why do we pay 1.5 to 3 times more for healthcare 
than all other developed nations and still have… 

•       30 million uninsured 
•       Over 50 million underinsured 
•       Relatively poor outcome measures 
•       Bankruptcy caused by medical debt    



Why are costs so high? 

• Private medical insurer premiums, copays, and 
deductibles 

• PHARMA charges 
• Hospital charges 
• Provider fees 
• Ancillary charges 
• Very high administrative overhead 
• Absurd level of WASTE, FRAUD, and ABUSE  



69% 

31% Clinical  
   Care 

Administrative  
     Costs 

Source: Woolhandler, et al, New England Journal of Medicine, August 2003 & Int. Jrnl. Of Hlth. Services, 20  
 

  

 
    

   ($2869 per person) 

One-Third of Health Spending is 
Consumed by Administration 

Presenter
Presentation Notes
Does not guarantee health coverage- people get sick, especially very sick, get care, no way to payIS complicated and creates a massive bureaucracy that consumes 31% of the health care dollarWhen the fixed costs of the infrastructure aren’t paid, a deficit results.Does not guarantee health coverage- people get sick, especially very sick, get care, no way to payIS complicated and creates a massive bureaucracy that consumes 31% of the health care dollarWhen the fixed costs of the infrastructure aren’t paid, a deficit results.



Waste/Fraud/Abuse 

Estimated annual cost of as much 
as $1 Trillion 



Examples of Waste 

• 25% hospital overhead (and profit) 
•      Twice that of other countries 
• 15-20% private insurance overhead and profit 
•       3-5% overhead for traditional Medicare 
• 17+% Medicare Advantage subsidies 
• PPACA administrative overhead 
• Unnecessary tests and procedures 
• Excess of facilities and technology 



Health Care Waste 



Health Care Waste 



Health Care Waste 



Insurance Billing Waste 



PPACA Waste 



Private Medicare Advantage Plans’  
High Overhead 

Source: US House Committee on Energy and Commerce. 
December, 2009 
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Fraud 

• Examples are… 
•    -Medicare Advantage risk adjustment 
•   -Hospital and provider insurance billing 
•   -Rx drug marketing and prescribing 
•   -Kickbacks to providers 
•   -Hospice and home health care scams 
•   -Addiction treatment scams 
•   - Medical equipment and ambulance scams 



Medicare Advantage Fraud 



Insurance Fraud 





Medicare Fraud 



Hospital Billing Fraud 

• Landmark case in 2003 when… 
• Columbia (now HCA) paid a fine of 1.7 Billion 

for a criminal guilty plea. 
• How many went to jail? 
• Who was the CEO of Columbia hospital corp.? 



Columbia (HCA) Billing Fraud 



Hospital Billing Fraud 



Pharmaceutical Company  Fraud 

• Rampant 
• Simply viewed as “the cost of doing business” 
• Off label marketing most most common type 
•    -Sometimes puts patients at significant risk 
• Essentially no one ever goes to jail 



Sources: NYT 7/3/2012; Fiscal Times 8/31/2012;  
Modern Healthcare 2/25/13  

2012 Fraud/Civil Fines  
Against Drug Firms 

Glaxo – $3 Billion 

• Illegal promotion (Paxil & 
Wellbutrin) 

• Hiding safety problems (Avandia) 

Johnson & Johnson - ~$2 Billion 

• Illegal marketing. Risperidal 
(multiple cases) 

Abbott -- $1.5 Billion  

• Illegal marketing, Depakote 

Amgen – $762 Million 

• Illegal marketing, Aranesp 

Merck – $322 Million 

• Illegal marketing, Vioxx 

Sanofi – $109 Million 

• Physician kickbacks for Hyalgan 



PHARMA Fraud 



No Jail Time for Big Pharma 



“In April [2010], AstraZeneca became the fourth 
major drug company in three years to settle a 
government investigation with a hefty payment… 

New York Times – 10/3/10 

Drug Firms’ Fraud: 

  Pay the Ticket, Keep on Speeding 

“$520 million for what federal officials described as an array of 
illegal promotions of antipsychotics for children, the elderly, 
veterans and prisoners.  

“Still, the payment amounted to just 2.4 percent of the $21.6 
billion AstraZeneca made on Seroquel sales from 1997 to 2009.” 

http://www.lexisnexis.com.ezp-prod1.hul.harvard.edu/lnacui2api/search/XMLCrossLinkSearch.do?bct=A&risb=21_T10490860588&returnToId=20_T10490865455&csi=6742&A=0.7853279803090291&sourceCSI=162599&indexTerm=#CC0002L6S#&searchTerm=AstraZeneca &indexType=C
http://www.lexisnexis.com.ezp-prod1.hul.harvard.edu/lnacui2api/search/XMLCrossLinkSearch.do?bct=A&risb=21_T10490860588&returnToId=20_T10490865455&csi=6742&A=0.7853279803090291&sourceCSI=3652&indexTerm=#CC0002L6S#&searchTerm=AstraZeneca &indexType=C
http://www.lexisnexis.com.ezp-prod1.hul.harvard.edu/lnacui2api/search/XMLCrossLinkSearch.do?bct=A&risb=21_T10490860588&returnToId=20_T10490865455&csi=6742&A=0.7853279803090291&sourceCSI=162599&indexTerm=#CC0002L6S#&searchTerm=AstraZeneca &indexType=C
http://www.lexisnexis.com.ezp-prod1.hul.harvard.edu/lnacui2api/search/XMLCrossLinkSearch.do?bct=A&risb=21_T10490860588&returnToId=20_T10490865455&csi=6742&A=0.7853279803090291&sourceCSI=3652&indexTerm=#CC0002L6S#&searchTerm=AstraZeneca &indexType=C


Health Care Abuse 

• Pervasive through out the industry 
• Most often excessive unjustifiable charges for: 
•   -Rx drugs 
•   -ER visits and hospitalizations 
•   -Provider fees 
• Health insurance and hospital administrative 

overhead and salaries 
 



Recommended Reading 



Hospital Billing Abuse 



Colorado Hospital Top 10  
Charge:Cost Ratios  



Laprascopic appendectomy hospital charge 

Pagosa Mountain Hospital          $15,524 
 
Denver Health                               $26,361 
 
Skyridge Medical Center               $74,068 
 
Medical Center of the Rockies     $93,827 

Hospital Pricing Specialists Proprietary Pricing Database 



Health Care CEOs’ Pay, 2012 

Source: NY Times. 6/30/2013 

Richard Bracken 
HCA 

Total Pay: $34.6M 
Holdings: $84.5M 

Leonard Schleifer 
Regeneron 

Total Pay: $30.0M 
Holdings: $666M 

Kent Thiry 
DaVita 

Total Pay: $26.8M 
Holdings: $66.3M 

David Pyott 
Allergan 

Total Pay: $19.4M 
Holdings: $108M 

Miles White 
Abbott 

Total Pay: $19.0M 
Holdings: $143M 

Ian Reed 
Pfizer 

Total Pay: $18.5M 
Holdings: $48.1M 

Robert Parkinson 
Baxter 

Total Pay: $16.0M 
Holdings: $89.2M 

Leonard Bell 
Alexion 

Total Pay: $13.6M 
Holdings: $311M 



HMO CEOs’ 2014 Pay  

Source: SEC filings 

Mark Bertolini 
            

Joseph Swedish Michael Neidorff 

David Cordani Steve Hemsley Bruce Broussard 

Aetna 

Annual Comp:  
$15.0 M 

Pay/Weekday:  
$57,745 

Cigna 

Annual Comp:  
$27.2 M 

Pay/Weekday:  
$104,479 

United 

Annual Comp:  
$66.1 M 

Pay/Weekday:  
$254,328 

Humana 

Annual Comp:  
$13.1 M 

Pay/Weekday:  
$50,319 

Wellpoint 

Annual Comp:  
$8.1 M 

Pay/Weekday:  
$31,016 

Centene 

Annual Comp:  
$ 28.1 M 

Pay/Weekday:  
$107,962 





Why the High Cost of Rx Drugs? 

• High charges are needed to fund 
research and development of new 
medications 

•     This is an “alternative truth” 
•     What is the real truth? 







Drug Companies’ Cost Structure 

 







PHARMA Abuse 



PHARMA Outrageous Abuse 



PHARMA Outrageous Abuse 



Where do we go from here? 

• With or without repeal and replace of 
Obamacare Congress will pay the ransom 
to our private insurers who are holding 
us hostage. 

• Why will our Congress acquiesce to these 
demands? 

• Special interest S$$$$$$$$ 



Does private health insurance add any 
value? 



Attributes of “Ideal” Health Insurance 

• Affordable… no copays or deductibles 
• Universal… covers all residents 
• Comprehensive…all 10 Obamacare essentials plus dental 

and long term care 
• Portable…not tied to employer or location 
• Single public payer for simplified reimbursement 
• No investor owned providers 
• Public accountability for quality and cost 
• Minimal bureaucracy 
• Strict cost controls 
• Free choice of provider and hospitals 

 
 
 
 



How can we eliminate most waste, 
fraud, and abuse? 

• Jail time for all perpetrators of fraud 
• Lump sum global budgets for hospitals 
• Single buyer purchasing for drugs and devices 
• Eliminate private health insurers provision of 

primary coverage    
• Transparency in billing and quality measures 
• Establish a single risk pool of all residents 
• Comprehensive reform of PHARMA abuse 
     

 
 



What are the impediments to reform? 

• What some consider” waste” others consider 
“income” 

• Entrenched  VERY POWERFUL SPECIAL INTERESTS 
• Unwillingness to acknowledge funding isn’t infinite 
• Unwillingness of our political leaders to work 

together for the common good of all     
        
  
      
        
 
 

 
 
 



What’s the ultimate solution to our 
healthcare dilemma? 

• We as a people must decide if… 
•     Healthcare is a RIGHT or a PRIVILEGE 
• If healthcare right as it is in all other 

countries than a publically funded 
Medicare for All is the best option.  
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