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Jeanne Scott Matthews
talking-head-in-chief

Emdeon
The Rise, Decline and ??? Of Obamacare … 

What Happens Next ???

Tuesday, March 23, 2010

Bush Signing Medicare Modernization Act,
December 8, 2003

LBJ Signing 
Original 

Medicare Act,
July 30, 1965

Obama Signing:
“Patient Protection & Affordable 

Care for America Act,”
March 23, 2010

H.R. 3590 — the Patient Protection & 
Affordable Care Act (PPACA)

Reconciliation: H.R. 4872 — the Health 
Care & Education Affordability 
Reconciliation Act of 2010. 
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PPACA: It Really is a “Big [Bleeping] Deal“

This a really big [bleeping] deal!

Patient Protection and Affordable Care Act

“Obamacare” – [oh-bom-aah-kare] noun

1. A series of mostly good originally 
conservative Republican health care reform 
ideas which are now opposed by conservative 
Republicans because they were embraced by 

President Obama
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Jeanne Scott Matthews argued for the trade journal Healthcare Financial Management in March 
2007 that then-President Bush had "put all his eggs into his 'privatization' basket" in his 2007 
State of the Union address; nevertheless, he made health care the "issue du jour" for the 2008 

presidential race. "Health care is hot!" she wrote, and then made a prediction that seems so 
quaint given all that's passed in the last four-and-a-half years:”

“House Democrats are blocking their Republican colleagues from using Obamacare in letters 
mailed on the taxpayer's dime to voters, but who made up the term in the first 

place? Lots of people are asking this question, getting answers like "Certainly a Republican, 
potentially Glenn Beck" and "I am about 80% sure it was Rush Limbaugh" and "Hillary 

Clinton's campaign coined Obamacare." Iowa Rep. Steve King claimed President Obama 
himself made it up. Free Republic posters want to claim credit. Lots of liberals suspect an 

insidious plot by Fox News. But the answer appears to be: …

“The many would-be candidates for president in 2008 are falling over 
themselves offering their own proposals. We will soon see a ‘Giulianicare’ 

and "Obamacare" to go along with ‘McCaincare, ‘Edwardscare,’ and a 
totally revamped and remodeled ‘Hillarycare’ from the 1990s.”

http://www.cnn.com/2012/06/25/politics/obamacare-word-
debate/index.html?on.cnn=

http://www.theatlanticwire.com/politics/2011/10/who-coined-obamacare/44183/

http://www.nytimes.com/interactive/2012/03/25/us/politics/fighting-to-control-the-
meaning-of-obamacare.html

Who Coined the Term “Obamacare?”

Obamacare Had A Lot Riding on the Election

(2) Obama Wins: Democrats control both Houses marginally … the 
battle switches to the states to “slow” Obamacare 
implementation, more court challenges and dragging of feet … 
filibuster rule may be weakened

(3) Romney Wins: Republicans control House, Democrats keep slim 
majority in Senate … filibuster tactic switches from Republicans 
to Democrats; attempts to repeal individual and employer 
mandates blocked with some modifications on employer side; tax 
changes weakened;

(4) Romney Wins, Republicans control both Houses … filibuster rule 
weakened limiting Democratic obstruction, major provisions of 
Obamacare, (individual and employer mandates, tax provisions … 
repealed); “pre-existing condition” rule modified with “continuous 
coverage” requirement impacting 25 million, unable to afford 
insurance; Medicaid “block-granted” … other insurance regulations 
repealed

(1) Status Quo Ante: Obama Wins, Senate Remains Democratic, 
House Stays Republican … continued gridlock, slightly less GOP 
obstruction, Obamacare implementation continues apace;
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Obamacare Had A Lot Riding on the Election
(1) Status Quo Ante: Obama Wins, Senate Remains Democratic, 

House Stays Republican … continued gridlock, slightly less GOP 
obstruction, Obamacare implementation continues apace;

• Given their still strong control of the House, with a large TeaParty 
contingent, Republicans have been emboldened to continue efforts to slow 
the implementation and block funding for Obamacare, However, defunding 
efforts will be mitigated by because most of the funding for the law's 
major provisions was approved as part of its enactment.
•The election results threw into disarray a range of scheduled health care 
spending cuts, including a 27% cut in Medicare physician payments and a 2% 
cut to all Medicare providers. This puts enormous pressure on both the 
president and House Republicans to compromise for a “grand bargain” yet 
this year that includes a resolution of those health care cuts.
•The “sequestration” fiscal cliff represents a mountain of trouble for 
Medicare and Medicaid. It's going to be a difficult year as the president 
and Congress deal with the Bush era tax cuts and the deficit, if lawmakers 
agree to a grand bargain that resolves each of these issues, providers could 
see cuts of historic proportions. Medicare and Medicaid represent 25% of 
the federal budget. You cannot deal with the deficit in a meaningful way 
without dealing with those programs

ROADBLOCKS TO PPACA
IMPLEMENTATION
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(1) EXPLAINING THE LAW TO THE AMERICAN PEOPLE

TWO MAJOR CHALLENGES For Obama in 
Implementing Health Care Insurance Reform

Correcting and responding to the myriad of 
misrepresentations, fabrications and outright lies 

about health reform 

Attempting to have the American people focus on 
the benefits of the new law and not its flaws & 

inadequacies.

The debate leading up the law’s passage was intense, 
emotional, and heavily politicized and has been as 

much about deeper issues and raw nerves in 
American politics as it has been about the substance 

of health reform itself.

The heavy political messaging will continue at least 
through the next midterm elections and polls will 

continue to elicit reactions from the public about the 
law (mixed), the policymaking process (sharply 

negative) and the benefits the law provides (very 
positive).

(2) DEALING WITH THE STATES 

TWO MAJOR CHALLENGES For Obama in 
Implementing Healthcare Insurance Reform

The law gives the states a substantial role in implementation. Among the 
major responsibilities states have are: 

•setting up the insurance exchanges for small business and individuals; 
•enforcing the new insurance reforms;
•overseeing the new Medicaid expansion that for the first time provides 
coverage to all low income people whether or not they have children; 
• facing new administrative challenges such as outreach and enrollment of new 
populations, integrating Medicaid with the new exchanges, and applying new 
income eligibility standards established under the law.

Every state legislature will need to act for states to move forward. 

States, facing an estimated $375 billion in budget deficits over the next 
two years 37 governorships will be up for election, will need to gear up for 
health reform at a time when they are cutting back and do it in a fluid 
political environment. There is financial assistance in the law to help in 
establishing exchanges, but none for other tasks other than the normal 
federal-state split for administrative costs under Medicaid.
Some states, mostly blue states, will be real pacesetters, others, mostly 
red states, will lag behind, and most will fall somewhere in the middle
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So What Happens Next ???
REGULATIONS AND GUIDANCE
Obama’s DHHS has started to release waves of policy instructions 
and regulations … including a final rule on the insurance exchanges, 
essential health benefits and guidance for employers about what 
constitutes part-time and full-time employees, as employers will 
soon face penalties for not offering coverage.

MEDICAID
The major tasks now are to enroll millions of uninsured Americans in 
new health care coverage and expand states' Medicaid programs: 
The federal government is providing unprecedented fiscal support to 
the states: 100% funding of expansion costs in the first three 
years and never less than 90% thereafter. This guarantee is 
essential for governors as they decide whether their programs 
should cover more low-income adults. It is therefore crucial that 
upcoming federal budget decisions give governors clear assurances 
that this funding is stable and won't be reduced.
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What Happens Next ???
PARTIAL REPEAL
There are provisions of the law -- such as a tax on medical devices
and the Independent Payment Advisory Board -- that not only were 
repealed in the House of Representatives but also were unpopular 
with both political parties. The nation's economic circumstances and 
the close election could find the president and lawmakers willing to 
compromise. Or maybe not <sigh>.

SCALING BACK
Low Income Subsidies: People who earn up to 400 percent of 
poverty -- currently about $92,000 for a family of four -- are 
eligible to get financial help in purchasing coverage.
Medicaid Eligibility: Another big-ticket item is the expansion of 
Medicaid coverage to anyone up to 133 percent of the poverty level, 
or about $30,656 for a family of four.
:

EXCHANGE SUBSIDIES TO UNINSURED
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BUT FIRST THINGS FIRST
THE FISCAL CLIFF
Sequestration: Last year, Congress used an obscure budgeting 
gimmick to get around the seemingly insurmountable deadlock and 
potential shut down of essential government services. This gimmick 
was the threat of sequestration, which would impose $109 billion 
in automatic cuts which were to take effect January 1, 2013, but 
have now been postponed to March 1.

Sequestration was created to force Congress to find appropriate 
ways to tackle our nation’s deficit, i.e., “compromise” on taxation 
and spending. The looming automatic cuts prevent legislators from 
making actual choices about which federal programs provide the 
greatest return-on-investment and reflect the current and future 
needs of our country. Instead, the cuts whack roughly 8 percent 
off all federal discretionary programs, from military spending to 
food safety to education 

Jeanne’s Note: and we re-elected most of these guys and gals

Sequestration and Recession
BERNANKE WARNS SENATORS: SEQUESTRATION 
WILL TRIGGER RECESSION

Federal Reserve Chairman Ben Bernanke met 
with Senators on the Senate Finance Committee 
the day after the election in a closed-door 
meeting and urged the lawmakers to avoid taking 
the country off the so-called fiscal cliff and 
into a recession.
Bernanke stressed this would happen if the Bush 
tax cuts expire across all income levels while 
automated spending cuts go into effect after 
the lame duck session of Congress.

Republican members of the Senate Finance Committee, chastened by 
their losses in this year’s elections, seemed to take heed … 
unfortunately, this was only the Senate … the main roadblockheads in 
the House and pronouncements from TeaParty leaders there seemed to 
indicate more of their strategy to block President Obama at every turn.



1/18/2013

9

Joker in the Deck …
The “Doc Fix”

… but making hospitals pay for it

Here’s Where that “Hated” IPAB Comes In… 
Obamacare Proposed A New Way … the IPAB

The Board is prohibited from submitting proposals that would ration care, 
increase revenues or change benefits, eligibility or Medicare beneficiary cost 
sharing (including Parts A & B premiums), or would result in a change in the 
beneficiary premium percentage or low-income subsidies under Part D. 
Hospitals & hospices (through 2019) & clinical labs (for one year) will not be 
subject to cost reductions proposed by the Board. 

Beginning 4/1/13, require the Medicare Chief Actuary to 
project whether Medicare per capita spending exceeds the 
average of CPI-U & CPI-M, based on a five year period 
ending that year. If so, beginning 1/15/14, the Board will 
submit recommendations to achieve reductions in Medicare 
spending. Beginning January 2018, the target is modified 
such that the board submits recommendations if Medicare 
per capita spending exceeds GDP per capita plus one 
percent. The Board will submit proposals to the President & 
Congress for immediate consideration. 

The joker: if Congress fails to act on the recommendations of the 
IPAB … accept, reject or modify … the recommendations become 

law without Congressional action … OUCH!
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SO IF IPAB IS REJECTED: WHAT HAPPENS TO THE 
27% SGR CUTS TO MEDICARE DOCS AND THE 2013 2% 

SGR CUT TO ALL OTHER PROVIDERS?

Obamacare’s Intention was that the Congress Would Sustain 
Current Medicare Payment Rates UNTIL the IPAB Had Time to Do 
Its Magic … Forcing Congress to Actually Address Needed Health 

Care Cost Reforms … Without This Alternative … the 1997 
Balanced Budget Act Automatic Medicare Payment Cuts were on 
Schedule to Become Effective January 1, 2013, including the 

Cumulative 27% Cut in Physician Medicare Payments

Question: Would the “Rump” 112th U.S. Congress Act in the Best 
Interests of the Country?

Answer: Of course not … They managed to pass a 10-year plan 
(paid for by hospitals) that simply punts the problem down the road 

and which may act as an excuse to dump the IPAB.

The “Doc Fix” … robbing Peter to pay Paul
Congress managed on New Year's Day to put off for 10 years a 26.5% in 
Medicare reimbursement for physicians.  But hospitals will have to bear 
a major part in paying for it. The ”fix” requires that, over the next 
decade, hospitals pick up nearly half of its $30 billion cost.
[The 26.5 percent reduction for doctors resulted from a 1997 deficit reduction law, 
the Balanced Budget Act (Jeanne's Aside: Yes Virginia, there actually once was a 
Congress that balanced the budget and created a surplus. I know, I know, you 
thought that was a fantasy. It was real until the tax-cutting ghouls took over 
control of Congress in 2001 and our national budget nightmare has ballooned yearly 
ever since.) For the first few years, doctors received modest pay increases. But in 
2002, doctors reacted with fury when they came in for a 4.8 percent pay cut under 
that plan. Every year since, Congress has staved off the scheduled cuts.]

The new 2013 package would reduce hospital payments in two ways. First, 
it would cut $10.5 billion from projected Medicare hospital payments over 
10 years for inpatient or overnight care through a downward adjustment in 
annual base payment increases. The measure also would reduce Medicaid 
disproportionate share payments to hospitals by an additional $4.2 billion 
over the next decade. These cuts are on top of those made to hospitals as 
part of Obamacare.



1/18/2013

11

The Nuclear Option ???

Switching Gears:
What is this “Obamacare” and Why is 

the Pubic So Confused About it?
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Requiring most U.S. citizens and legal residents to have health 
insurance… the “Individual Mandate”

Creating state-based American Health Benefit “Exchanges“ 
through which individuals can purchase coverage
Requiring larger employers to provide employee health coverage or to 
pay penalties for employees receiving tax credits for health 
insurance through an exchange
Imposing new regulations on health plans in the exchanges and in the 
individual and small group markets … “private health insurance 
reforms”

Expanding Medicaid to 133% of the federal poverty level with 
incentives to private physicians to continue participation. The federal 
government picks up 90% of the tab until 2020

KEY ELEMENTS IN OBAMACARE
In case you have been hiding under a rock these past two years … 
the key elements in the Patient Protection and Affordable Care 
Act of 2010 include:

Why couldn’t Republicans figure out an 
alternative to the Patient Protection and 

Affordable Care Act?

The Patient Protection and Affordable Care Act 
was their alternative. They needed an alternative 

to their alternative.
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Oh Mitt, You Forgot that in this Modern 
World, Almost Everything You Say in  
Politics is Being Recorded by Someone

"Some of my libertarian 
friends balk at what looks like 

an individual mandate. But 
remember, someone has to pay 
for the health care that must, 
by law, be provided: Either the 

individual pays or the 
taxpayers pay. A free ride on 
government is not libertarian."
Mitt Romney, April 11, 2006 (while promoting his own health care 

reform package in Massachusetts which included an individual mandate). 
In his Wall Street Journal Op-Ed

The “Individual Mandate” is a Basic 
Conservative Concept

We would include a mandate in our proposal–not a 
mandate on employers, but a mandate on heads of 

households–to obtain at least a basic package of health 
insurance for themselves and their families. That would 
have to include, by federal law, a catastrophic provision 
in the form of a stop loss for a family’s total health 
outlays. It would have to include all members of the 
family, and it might also include certain very specific 

services, such as preventive care, well baby visits, and 
other items.
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Constitutionality of the 
“Individual Mandate”

(1) Is the “Individual Mandate” a Constitutional Exercise of the 
Interstate Commerce provision in Article 3 of the Constitution?  Two 
lower federal courts of appeal had said it is; one said it was not. The 
Supremes said NO!
(2) Is the expansion in PPACA of the Medicaid program, requiring 
states to provide broader coverage, a valid exercise of Congressional 
authority under the 10th and 14th Amendments to the Constitution?  
This issue was raised in the appeals below but had not been decided by 
any lower court. The Supremes said NO!

(3) Is the “Individual Mandate” a 
Constitutional Exercise of the 
Congressional power to impose a 
“tax?” Only one of the lower courts 
addressed the issue and it said No! 
The Supremes said YES!

The Employer Mandate Controversy

Major business groups have 
been virtually unanimous in 

their opposition to any 
employer requirements, 

contributions, or mandate to 
provide employees with 

health insurance…
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Employer Mandates
But the issue took a decidedly more interesting 

turn when Wal-Mart, the nation’s largest private 
employer, came out in favor of just such a 

mandate. 
Long viewed as an employment “Neanderthal,” 

Wal-Mart’s sudden “change of heart” has 
triggered a conundrum for those opposed to an 

employer mandate. Far more controversial at this 
point is the issue of whether employers should be 
required to pay something toward their employee 
health coverage or pay a fine or “tax” in lieu of 

coverage.
“We are for an employer mandate which is fair and broad in 

its coverage. … Any alternative to an employer mandate 
should not create barriers to hiring entry-level employees.”

Wal-Mart Press Release, June 29, 2009

INSURANCE EXCHANGE(S)
• States would form their own 
exchanges. Several states 
could join together to form a 
regional exchange.
• Open to people who do not 
have qualifying coverage 
through an employer or a 
public program.
• Open to employers with 100 
or fewer workers. Starting in 
2017, states could allow 
employers with more than 100 
employees to participate in 
the exchange.

Obama’s unoriginal idea of using 
insurance exchanges was actually 

built on the Utah Health Exchange, 
a model promoted by  George W. 

Bush’s last Secretary of Health and 
Human Services, former Utah 
Governor Mike Leavitt. Just 

another good Republican idea co-
opted by a Democrat, but now 

condemned by the GOP. In essence, 
Obama's plan would have retained 
the private insurance system but 
with greater potential controls.
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The Massachusetts Health Care 
“Connector”

Massachusetts Health Care Connector: 
The Massachusetts Health Connector was 
created as an independent state agency 

charged with implementing many elements 
of the state's 2006 health care reform. 

One of the models for the exchanges 
established in the Affordable Care Act, 
the Connector's core responsibility is to 

act as an "intermediary that assists 
individuals in acquiring health coverage."1

The Connector established both a 
subsidized health insurance program 

serving uninsured adults in families with 
incomes up to 300 percent of the federal 
poverty level (Commonwealth Care) and an 

unsubsidized market (Commonwealth 
Choice)

The “Romneycare” 
version of a health 
insurance exchange

Federal Employee Health Benefits … 
the plan that covers Congresscritters

All federal government employees (including 
members of Congress, their families and 

their staffs) get their health care coverage 
through the FEHBP.  The program is 

administered by the Office of Personnel 
Management (OPM) which each year 

negotiates agreements with private health 
insurers wishing to offer a plan to federal 
employees.  During an annual “open season,”  

federal employees can change plans or 
coverage under the FEHBP.  Under the 

FEHBP, the federal government pays a pre-
determined amount (around 67%) of the 

average plan costs, with the employee picking 
up the rest through payroll deductions. 

Employees can choose plans with broader or 
less coverage and pay out-of-pocket more or 

less depending upon the plan chosen.
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BRONZE

DEFINED BENEFITS

The basic plan would cover 60% of the cost 
of the benefits. The proposal would limit 
out-of-pocket costs at $5,950 year for an 
individual & $11,900 for a family.

The exchanges would offer three other 
benefit plans, covering 70% to 90% of 
costs. A plan for catastrophic coverage 
would be available to people up to the age 
of 30 and those who are exempt from the 
requirement to obtain insurance.

Defined Benefits…
Going for the Platinum…

– Bronze plan represents minimum creditable coverage & provides 
the essential health benefits, cover 60% of the benefit costs of 
the plan, with an out-of-pocket limit equal to the Health 
Savings Account (HSA) current law limit ($5,950 for individuals & 
$11,900 for families in 2010);
– Silver plan provides the essential health benefits, covers 70% 
of the benefit costs of the plan;
– Gold plan provides the essential health benefits, covers 80% 
of the benefit costs of the plan;
– Platinum plan provides the essential health benefits, covers 
90% of the benefit costs of the plan.

Creates four benefit categories of plans plus a separate catastrophic plan 
to be offered through the Exchange, and in the individual and small group 
markets:

Catastrophic plan available to those up to age 30 or to those who are exempt 
from the mandate to purchase coverage & provides catastrophic coverage only 
with the coverage level set at the HSA current law levels except that 
prevention benefits & coverage for three primary care visits would be exempt 
from the deductible. This plan is only available in the individual market. 
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INSURANCE REFORMS

Private Insurance Rates Doubling 
Over 10, 9 Years

A report, dated May 16, 2011, from the 
Insurance actuaries, Milliman and 
Associates,  notes that the average rate 
for a family of four to buy private 
commercial health insurance has doubled 
over the past nine years…
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Insurers are now required to spend 
more of their premium revenues —
between 80 to 85 cents of every 
dollar — on medical claims. 
(According to a recent Senate Commerce Committee analysis, the 
largest for-profit insurance companies spend about 74 cents out 
of every dollar on         medical care in the individual market.)

This August people and employers all 
across the country started seeing the 
benefits of this new law as insurers 
were required to return their 
overcharges in the form of rebates …

In Arkansas, Mississippi and Tennessee

INSURANCE COVERAGE REFORMS
“Minimum Medical Loss Ratio”
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INSURANCE COVERAGE REFORMS
“Pre-Existing Conditions”

•Insurers are now prohibited from 
denying coverage to children based on 
pre-existing medical conditions, from 
placing lifetime dollar limits on coverage 
and from rescinding coverage when a 
person becomes sick or disabled. The ban 
on exclusions based on pre-existing 
conditions would be extended to every 
one when the exchanges are operational 
in 2014.
•Insurers competing in the new exchanges would 
be required to justify rate increases and those 
who raise prices excessively could be barred from 
the exchanges.

Jeanne on her 65th birthday

DEPENDENT COVERAGE 

Allows children to 
stay on their 
parents’ insurance 
plans through age 
26. Before, states 
had set the age at 
which “adults” 
could no longer be 
covered by their 
parents’ insurance. 
Lobbied by health 
insurers, these 
limits had been as 
low as 19 years.

PPACA applied the 
requirement to 
cover children to 
all existing plans.
Before 2014, only 
children who do 
not have a choice 
of coverage from 
an employer can 
stay on their 
parents’ plan.
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ILLEGAL IMMIGRANTS
Cannot buy insurance 
from the exchanges, 
even if they were able 
to pay the full cost 
themselves, without 
federal subsidies

POOR CHILDREN (S-CHIP)

• States would be required to 
maintain current coverage levels 
for children enrolled in S-CHIP & 
Medicaid until 2019.

• Beginning in 2014, states would 
receive higher federal 
reimbursement for the program’s 
beneficiaries, increasing from an 
average of 70 percent to 93 
percent.

Children now enrolled in S-CHIP would continue to 
receive coverage through the program. The bill 
would provide money to extend the program for two 
more years, through 2015.
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COSTS & COVERAGE
THE CBO vs. MEDICARE ACTUARY
A major battle has broken out in the numbers war over 
how much PPACA will cost and if the law might actually 

“reduce” budget deficits:
The non-partisan Congressional Budget Office says that 
over 10 years it will cost $940 billion, but actually 
reduce the nation’s long term budget deficit by $230 
billion. 32 million people would gain coverage, while still leaving an 
estimated 22 million uninsured by 2017.

The Medicare actuary (an independent federal 
civil servant) has some different numbers: he 
predicts an increase in total deficits of $96 
billion over 10 years. His numbers include the 
cost of the “doc fix,” but more about that later. 
He is more optimistic about coverage, 36 million with less than 
17 million still uninsured.

COSTS & COVERAGE
… the Republicans Disagree

GOPers disagree:

Cantor further argues that CBO and Joint Committee on Taxation (JCT) 
10-year estimates of total federal budget reduction are flat out wrong 
& have asserted that the law will be changed in the future in ways that 
will make deficits worse. (Of course, history tells us that this can work both 
ways. See LBJ and the 1965 selling of Medicare.)

And there is a 3rd projection… but more about this later.

I think most people understand that the 
CBO … was really comparing apples to 

oranges. It talked about 10 years' worth of 
tax hikes and 6 years' worth of benefits. 

Everyone knows beyond the 10-year 
window, this bill has the potential to 

bankrupt this federal government as well as 
the states.“

House Majority Leader, Eric Cantor (R.Va.) on “repealing 
Obamacare”
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Paying For 
It, How?

PAYING FOR IT    

• TAX ON HIGH-COST HEALTH 
PLANS: In 2014, imposes a 40% 
excise tax on high-cost employer-
sponsored group health plans with 
premiums over $10,200 for 
individual coverage and $27.500 
for family. Thresholds would rise 
each year by the inflation rate.  
Exception for police officers, 
firefighters, miners and 
construction workers, with high 
premiums because they work in 
high-risk occupations.

• MEDICARE PAYROLL TAX: 
Starting in 2013, would increase 
tax rate — from 1.45% to 2.35% 
– for individuals earning more than 
$200,000 a year and families 
earning more than $250,000.
• MEDICARE PAYROLL TAX: 
Would impose an additional 3.8% 
tax on capital gains, dividends, 
interest and other “unearned 
income.”
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PAYING FOR IT
FEES FROM HEALTH CARE SECTOR: 
Imposes annual fees, allocated by 
market share, on health care companies 

• Starting in 2011, drug makers began to pay                           
$2.5 billion a year, $3 billion from 2012,                       rising 
to 2016, $3.5 billion  in 2017, $4.2 billion in                              
2018, & $2.8 billion in 2019 & thereafter.
• Medical device manufacturers would pay 2.9% excise tax on 
devices sold (excluding eyeglasses, contact lenses, and hearing aids).
• For insurance companies, the fee  would start at $8 billion in 2014 
and rise to $14.3 billion in 2018, after which point the fee would 
rise yearly by the rate of premium growth. 
• Nonprofit insurance companies could be exempt if they spent a 
large share of their premiums on medical care rather than 
administrative costs.

•Reduce annual market basket updates for 
inpatient hospital, home health, skilled 
nursing facility, hospice & other Medicare 
providers, & adjust for productivity. 
(Effective dates vary)
•Freeze the threshold for income-related 
Medicare Part B premiums for 2011 through 
2019, and reduce the Medicare Part D 
premium subsidy for those with incomes 
above $85,000/individual & $170,000/ 
couple. (Effective January 1, 2011)
Establish an Independent Payment Advisory 
Board comprised of 15 members to submit 
legislative proposals containing 
recommendations to reduce the per capita 
rate of growth in Medicare spending if 
spending exceeds a target growth rate.

Paying for It: The Medicare Squeeze… 
the Infamous $716B

Outside, the gathering verged 
on a street brawl. The opposing 
forces lined up like screaming 
armies on either side of the 
street, about 1,000 people a 
side. Diane Campbell of 
Kingston, N.H., held a sign with 
Mr. Obama's face superimposed 
on a Nazi storm trooper, a sign, 
she said, that was made by her 
chronically ill mother. Her 
mother's hereditary autoimmune 
disease is treated with 
expensive transfusions of gamma 
globulin, paid for by Medicare. 
Her sister, Louise, was born 
with no arms & one leg, & is also 
covered by Medicare, the 
government-run, health-
insurance program for the 
elderly & disabled.
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•Allow providers organized as accountable care organizations (ACOs) 
that voluntarily meet quality thresholds to share in the cost savings 
they achieve for the Medicare program. To qualify as an ACO, 
organizations must agree to be accountable for the overall care of 
their Medicare beneficiaries, have adequate participation of primary 
care physicians,
•Define processes to promote evidence-based medicine, report on 
quality and costs, and coordinate care. (Shared savings program 
established 1/1/2012)

Paying for It:
The Medicare Squeeze…

•Reduce Medicare Disproportionate Share 
Hospital (DSH) payments initially by 75% 
and subsequently increase payments based 
on the percent of the population uninsured 
and the amount of uncompensated care 
provided. (Effective FY 2015)
•Eliminate the Medicare Improvement Fund. 
(Effective upon enactment)

• Create an Innovation Center within the 
Centers for Medicare & Medicaid Services to 
test, evaluate, and expand in Medicare, 
Medicaid, and CHIP different payment 
structures and methodologies to reduce program 
expenditures while maintaining or improving 
quality of care. Payment reform models that 
improve quality and reduce the rate of cost 
growth could be expanded throughout the 
Medicare, Medicaid, and CHIP programs. 
(Effective 1/1/2011)
• Reduce Medicare payments that would 
otherwise be made to hospitals by specified 
percentages to account for excess (preventable) 
hospital readmissions. (Effective 10/1/2012)
• Reduce Medicare payments to certain hospitals 
for hospital-acquired conditions by 1% (Effective 
FY 2015)

Paying for It:
The Medicare Squeeze…
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COSTS & COVERAGE
• FLEXIBLE SPENDING ACCOUNTS: 

Starting in 2013, would place a 
$2,500 annual limit on what people 
can set aside from their paychecks 
before paying taxes to use for 
health care expenses.

• TANNING TAX: Would impose a 
10% tax on indoor tanning services 
starting in 2010.

• MEDICARE SAVINGS: 
Squeeze roughly $500 
billion out of the projected 
growth in Medicare over 10 
years, including $178 billion 
in cuts to federal subsidies 
for privately offered 
Medicare Advantage plans, 
which now cost the 
government 14% more on 
average than traditional 
Medicare

•Increase the Medicaid drug rebate percentage for brand 
name drugs to 23.1 (except the rebate for clotting factors &
drugs approved exclusively for pediatric use increases to 17.1%);
•Increase the Medicaid rebate for noninnovator, multiple 
source drugs to 13% of average manufacturer price;
•Extend the drug rebate to Medicaid managed care plans. 
(Effective 1/1/2010)
•Reduce a state’s Medicaid DSH allotment by 50% or 25% 
for low DSH states (and by lesser percentages for states 
meeting certain criteria) once the state’s uninsured rate 
decreases by at least 45%. DSH allotments will be 
further reduced, not to fall below 50% of the total 
allotment in 2012 if states’ uninsured rates continue to 
decrease. Exempt any portion of the DSH allotment used 
to expand Medicaid eligibility through a section 1115 
waiver. (Effective 10/1/2011)
•Prohibit federal payments to states for Medicaid services 
related to health care acquired conditions. (Effective 
7/1/2011)

Paying for It:
Squeezing Medicaid Too…
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On May 16, 2011, it was announced that future payment increases 
to hospitals will depend upon each hospital meeting exacting new 
“quality indicators” and that hospitals failing to meet these quality 
standards will not get their payments increased.

Gosh dern those Guvmint Burracrats!
NOW THEY WANT TO PAY ONLY FOR “QUALITY CARE” 

(and only THEY can define “quality”)

HOW DARE THEY! 
GOVERNMENT 
BUREAUCRATS  
RUNNING HEALTH  
CARE! 
It’s what Palin, Beck, 
Hannity & O’Reilly have 
been warning us about! 
SOCIALIZED MEDICINE! 
Government bureaucrats 
telling us how to run 
health care.

John Boehner 
was reduced 
to tears upon 
hearing the 

news!

Oops, not so fast. It wasn’t 
the government that 
announced this new change, it 
was Wellpoint/Anthem (the 
nation’s largest for-profit 
private health insurer). 

Gosh dern those Guvmint Burracrats!

Starting July 1, 2011 hospitals 
serving Wellpoint/Anthem 
insureds had to report on 51 so-
called “quality indicators,” … 
measuring outcomes (55%), 
patient-safety (35%) & patient-
satisfaction (10%). 
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CBO vs. Actuary vs. Do Nothing
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HEALTHCARE RATIONING
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Health Rationing … er, I mean “Comparative 
Effectiveness”

Trust me on this, I’m a lawyer… just like his 
Democratic predecessor in the presidency, Bill 
Clinton, who was somewhat successful at 
reaching across the aisle, Barack Obama has 

not hesitated to “steal” a good Republican ideal & turn 
it to good (political) use. Republicans (without a single 
Democratic vote) passed the “Medicare Modernization 
Act of 2003.” Buried in that 717-page law were 
provisions for CMS to begin the process of determining 
the “comparative effectiveness” of various health care 
services. The current health care plans simply build on 
that initial step… but oops, that’s where “killing 
granny” became an issue.

Let’s Kill Granny!
Health Care Rationing
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You 
betcha!

“Outcomes Research” and (gasp)  Health 
Care “Rationing”

The GOP-passed 2003 Medicare Modernization Act (better known for 
establishing the Part D drug program) had lots of buried secrets, not the 

least of which was new funding for AHRQ and a plan to begin several 
demonstration projects with a goal of better identifying…

theJeanneScottletter

•“the appropriate use of best practice guidelines by providers and services 
by beneficiaries”
•The “reduced scientific uncertainty” in the delivery of care through the 
examination of variations in the utilization and *allocation of services, and 
outcomes measurement and research”
•achieving the “*efficient allocation of resources”
•“the financial effects on the health care marketplace of altering the 
incentives for care delivery and changing the *allocation of resources”

HIPAA facilitates the collection of data and thus 
the ability of planners and payers to ration health 

care intelligently.

(* Trust me on this, I’m a lawyer, “allocation of 
resources” = “rationing”)
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Election 2008: 
the Winners & Losers

The little agency that could. Buried in the backwater 
reaches of the U.S. Public Health Service is the Agency 

for Healthcare Research & Quality (AHRQ), charged 
with developing the future “cookbook of health care.”

CM2 has already embarked on an effort to define many 
of the elements of effective health care, that is what 
works and what doesn’t, using much of the work product 

of AHRQ.
“In the future, we will only pay for what works 

and not for what doesn’t work.”
President George W. Bush, September 17, 2006

Future of US Health Care: 
“Rationing” … by any other name

Worthless Lives Under the British NHS
“People such as scientist Stephen Hawking 
wouldn't have a chance in the U.K., where 
the National Health Service would say the 
life of this brilliant man, because of his 

physical handicaps, is essentially 
worthless.” 

Investors Business Daily, August 11, 2009

Apparently, Investor’s Business Daily 
doesn’t have access to the Internets. 

A quick stop at Wikipedia would have told them that Hawking is British, 
lives in Britain, and has lived to the age of 67 there, and was diagnosed 
with ALS under, and treated by the National Health Service for his entire 
adult life. They must have just been fooled by his voice synthesizer's 
American accent.
"I wouldn't be here today if it were not for the NHS. I have received a 
large amount of high-quality treatment without which I would not have 

survived." 
Stephen Hawking, at a press conference after being awarded the USA’s highest 

civilian award, the Presidential medal of Freedom, August 12, 2009.
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How Efficient Allocation of Resources 
(i.e., “Rationing”) Would Work

Collect all-population, 
all-patient, all-payer data 

(including care processes, clinical outcomes, patient experiences, and 
costs while enabling benchmarking and monitoring of changes)

Assess health outcomes 
(e.g., percent diabetes under control; cancer survival rates) 

Post web comparison of insurance choices, costs 
and  benefits, experiences; include share of 
premium for administrative/overhead/profit

(complete national transparency with capacity for state or geographic 
analysis and benchmarks and designed so states could add, build with 

more detailed data where available)

And someday… start paying only for what works 
and not for what doesn’t

IS “COMPARATIVE EFFECTIVENESS” 
SIMPLY ANOTHER WAY OF SAYING 

“RATIONING?”
In the U.K., the National Heath Service (the nationalized 
health program) has instituted a National Institute for 

Health & Clinical Excellence (NICE). 

NICE has used cost calculations per "quality adjusted 
life-year (QALY)" saved as an index for what NHS will 
or will not cover.  Anything that costs more than 
£30,000 British pounds (about $54,000 U.S.) per QALY 
saved can only be covered after undergoing a further 
extensive cost-benefit analysis. 
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IS IT MEASURING THE VALUE OF 
HUMAN LIFE?

The quality-adjusted life year (QALY) is a measure of disease burden, 
including both the quality and the quantity of life lived. It is used in 

assessing the value for money in a medical intervention. 
The QALY is based on the number of years of life that would be added by 
the intervention. Each year in perfect health is assigned the value of 1.0 
down to a value of 0.0 for death. If the extra years would not be lived in 
full health, e,g., if the patient would lose a limb, or be blind or have to use 
a wheelchair, then the extra life-years are given a value between 0 and 1.

Quality-adjusted life-years (QALYs) are used in cost-
effectiveness analyses to aid coverage and 

reimbursement decisions worldwide. QALYs provide a 
flexible and convenient metric for measuring and 

comparing health outcomes across diverse diseases and 
treatments. 

Every major private for-profit American health 
insurance company is a member and financial 

supporter of ISPOR!
They also fund many QALY researchers, including: 

HEALTH UTILITIES, INC.
HEALTH‐RELATED 
QUALITY‐of‐LIFE
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What Happens Now to “Obamacare?” … We Can’t Just Let 
Things Continue Down The Same Road They Have Been On
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Rapidly rising health insurance costs have strained U.S. families & employers in 
recent years. The Commonwealth Fund examined data from all states on changes 

in private employer premiums & deductibles for 2003 & 2009. Premiums for 
businesses & their employees increased 41% across states from 2003 to 2009, 

while per-person deductibles jumped 77% in large as well as small firms. If these 
trends continue at the rate prior to enactment of the Patient Protection & 
Affordable Care Act, the average premium for family coverage will rise 79 

percent by 2020, to more than $23,000. The study describes how health reform 
offers the potential to reduce insurance cost growth. If reforms succeed in 
slowing premium growth by 1 percentage point annually in all states, by 2020 
employers & families together will save $2,323 annually for family coverage, 

compared with projected premiums. 

Rapidly rising health insurance costs are 
straining U.S. families & employers

What Else Will Opponents do to Fight 
Obamacare?

Liberty says that requirement is unconstitutional — and yes, it has 
vowed to fight all the way to the Supreme Court. 

Additionally there is a challenge that centers on whether people 
will be able to get subsidies in health exchanges that are run by 
the feds, or only when the states themselves run them.

Lawsuits against the Obama administration’s contraception coverage 
requirement, issued under the health law, are also piling up. They 
wouldn’t take down the whole law, but they remind people of things 
they don’t like about a big government health care law. 

More Legal Challenges: 
There’s a pending legal challenge 
from Liberty University against 
the requirement that would make 
most businesses with more than 
50 workers provide health 
coverage or pay a fine. 
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19 states (including Mississippi) have said they’ll set up 
their own exchanges, 
7 states (including Arkansas) have said they will “partner” 
with the federal government to build their exchange.  
The rest (including Tennessee) will let the feds do it.
Jeanne’s Note: And last week Kathleen Sebelius gave the states 
even more time to consider an exchange and .

Will States Set Up Their Own Health Exchanges?

States had to tell the Dept. of 
Health and Human Services by 
November 16 whether they will 
set up exchanges in time for 
the January 2014 launch, apply 
for “partnerships” in which the 
feds and states will divide up 
the exchange functions or let 
the federal government step in.

Open Enrollment in the Exchanges is set for October 2013. Predictions: 
Kaiser’s Stuart Altman expects a mixed verdict: 

Will The Exchanges Work?

“There will be great success stories and there will be failures, and a lot 
of state exchanges that will fall somewhere in the middle … It’s hard to 

imagine that the exchanges won’t be a vast improvement over the 
individual [insurance] market and the small group market that we have 

now. Both of those markets are completely broken.”

To succeed, health exchanges have to 
attract a mix of healthy and sick 
people so that the costs balance out. 

There’s a risk that some won’t attract 
enough healthy people, meaning the 
people who do join will be those with 
health problems … leading to high 
premiums and “rate shock.”

Massachusetts, where the exchange model for Obamacare has 
been running for 6 years … the one created by Mitt Romney’s 
health care law … however, has a good balance.
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It was the big constitutional question that could have taken down 
the law in the Supreme Court. But it didn’t. So nearly all 
Americans will be required to have health insurance, whether 
Obamacare opponents like it or not.

But the mandate is being phased in. The first year, the penalty for 
ignoring it is only $95, or 1 percent of income, whichever is 
greater. 

But the health plans have to start covering everyone with pre-
existing conditions in 2014. The penalties rise by 2016, but that 
makes two years that the insurers have to take in everyone, before 
the higher penalties help bring more healthy people their way.

There’s also, of course, the bigger political question: How many 
people will just refuse to get insurance, and pay the penalty, in 
protest? Just because it’s constitutional doesn’t make it popular. 
Massachusetts’s residents accepted that state’s mandate … but as 
Romney reminded voters at every opportunity, Massachusetts isn’t 
like the rest of the country.

Will the Individual Mandate Work? 
And Will People Accept It?

Remember the days when Obama was 
saying the health care law would save 
$2,500 per family? That hasn’t 
happened. Premiums are still going up, 
and they’re going to keep going up. 

But the health care law does fund 
experiments aimed at slowing the 
growth of spending by encouraging 
health care providers to coordinate 
better.

The law also tests ways of paying to 
encourage higher quality care. But it’s 
too soon to know how well models like 
accountable care organizations will work 
… or even if they could backfire by 
spurring health industry consolidation 
that drives costs up, not down.

Will Obamacare Do Anything to Actually 
Begin to Control Health Costs?
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But the private studies on this have been all over the place. 
Romney often used a worst-case scenario estimate from the CBO. 
But even the CBO says between 4 million and 6 million fewer 
people could have coverage through the workplace because of the 
law.

And every time a business floats the idea of dropping coverage … 
like when Darden Restaurants announced it’s testing the use of 
more part-timers so it doesn’t have to give them health benefits 
… it generates damaging headlines.

Will Employers Drop Coverage?
Some employers will surely decide 
it’s cheaper to stop covering their 
workers and let them get coverage 
through the exchanges instead. 
The only question is how many … 
and whether it’s something that 
affects enough Americans to sink 
the law in the eyes of the public.

A handful of red-state governors, like Texas Gov. Rick Perry and 
Florida Gov. Rick Scott, have ruled out expansion. But most of the 
26 states that went to the Supreme Court to prevent mandatory 
expansion are still weighing their options. Some have hinted that 
they might expand if they can do it on their terms, meaning a lot 
more state flexibility.

Prediction: I think when the dust settles, you’ll have most states 
opting in.

How Many States Will Expand Medicaid?

Thanks to the Supreme Court, 
states aren’t required to 
broaden their Medicaid 
programs for low-income 
people. They get a boatload of 
federal matching funds if they 
do, but there’s no penalty if 
they don’t.
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You probably heard Romney mention the law’s $716 billion in 
Medicare cuts. That’s a major source of funding for the law’s 
expanded health coverage, and it comes mainly from trimming 
Medicare payments to providers and paying less to Medicare 
Advantage plans in high-spending areas.

The catch is, about 70 percent of the first wave of Medicare 
Advantage cuts are effectively being masked right now through a 
separate program giving plans quality bonus payments, according to 
the Government Accountability Office. Over the next two years, 
the bonuses offset less of the law’s cuts.

If the Medicare Advantage plans still do well a few years out, the 
Obama administration can breathe easier. But if enrollment drops, 
Republicans will be able to tell voters, “We warned you.” And if 
providers say their own Medicare payment cuts are too deep, and 
they go out of business or stop treating Medicare patients … 
Republicans will be able to say they sounded the alarm about that, 
too.

What Happens When the $716B in Medicare Cuts 
Really Kick In?

Future of US Health Care 

84% of our health care costs are being spent on people with chronic 
conditions and 99% of Medicare costs (of course, being old is a 

“chronic condition,” albeit we can do better)

Richard Simmons to be 
named personal health 

secretary to the 
nation, helping all 

Americans to better 
health  through 

preventive health care, 
exercise & diet

Medical Managers, Disease Management, Evidence-Based 
Medicine and Preventive Health Care
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VISIT
www.health-

politics.com/html.issue

…for regular updates & 
commentary,

or e-mail Jeanne at
jeanne.matthews@health-

politics.com & ask her

NEED MORE INFORMATION ??? 
WANT TO KNOW WHAT WILL HAPPEN NEXT ???


