
HEALTH POLICY

Single-Payer Reform—“Medicare for All”

The prospect of single-payer “Medicare-for-all” reform
evokes enthusiasm and concern. Proponents maintain
that a single-payer system would be the simplest route to
universal coverage; every US resident would qualify for
comprehensive insurance under a public, tax-financed
plan that would replace private insurers, Medicaid, and
Medicare. Others are concerned that costs would esca-
late or that the government would limit and underfund
care, particularly hospital care, which commands the larg-
est share of health spending; innovation might lag; and
government may infringe on medical decisions.

Physicians are understandably cautious about pre-
scribingaradicalcureforminorills.However,currenthealth
policies have substantial shortcomings for many individu-
als, minor changes appear certain to fail, and the single-
payer remedy may be less disruptive than often portrayed.

Few argue with the need for reform. The United
States has fallen behind other nations in measures of life
expectancy and access to care. Drug prices in the United
States, already twice those in Europe, continue to in-
crease, compromising patient adherence to vital medi-
cations, such as insulin. Twenty-nine million US residents
remain uninsured, and co-payments and deductibles
force many individuals with insurance to choose between
skipping care and incurring overwhelming debts.

Many physicians feel frustrated by mandates and re-
strictions of insurers and by electronic health records
(EHRs) with designs driven by the logic of billing. New
payment modalities, euphemistically labeled “value-
based,” favor large systems at the expense of small prac-
tices and community-controlled hospitals and impose
new layers of quality reporting and fiscal managers. How-
ever, these payment modalities appear to have done little
to improve care or moderate costs, and physicians con-
tinue to bear responsibility for patients even as their au-
thority in many health care settings erodes.

Single-payer reform could mitigate the stresses on
patients and clinicians. A well-designed reform could po-
tentially generate large savings on billing-related costs
and lower drug prices, which would make expanded cov-
erage more affordable.

The current, fragmented payment system entails
complexity that adds no value. Physicians and hospi-
tals must navigate contracting and credentialing with
multiple plans and contend with numerous payment
rates and restrictions, preauthorization requirements,
quality metrics, and formularies. Narrow clinician and
hospital networks and the constant flux of enrollment/
disenrollment as patients change jobs or their employ-
ers switch plans disrupt long-standing patient-
physician relationships. Many insurers devote resources
to recruiting profitable enrollees and encouraging un-
profitable enrollees to disenroll.

This complexity drains resources from patient care.
According to official estimates, insurance overhead is
projected to cost an estimated $301.4 billion in 2019, in-
cluding an estimated $252 billion for private insurers, ap-
proximately 12% of their premiums.1 In contrast, over-
head is 1.6% in Canada's single-payer system and 2.2%
in Medicare’s fee-for-service plan. Reducing US system-
wide insurance overhead to 2.2% could save an esti-
mated $238.7 billion.1

The complex payment system also increases hospi-
tal costs and prices. Single-payer nations, such as Canada
and Scotland, pay hospitals global budgets, analogous to
the way US cities fund fire departments. That payment
strategy obviates the need to attribute costs to indi-
vidual patients and insurers and minimizes incentives for
upcoding, gaming quality metrics, bolstering profitable
“service lines,” and other financially driven exertions;
a 1272-bed multihospital system in Toronto employs only
5.5 full-time equivalent employees to handle all billing
and collections.2 A 2014 report suggested that adminis-
tration consumes 12.4% of hospital budgets in Canada
(and 11.6% in Scotland) vs 25.3% in the United States,3

a difference of an estimated $162 billion annually.
Interacting with multiple insurers also raises physi-

cians’ overhead and, in turn, the prices they must charge.
In 2016, an efficient group practice at a North Carolina
academic medical center spent $99 581 (and 243 hours
of physician time) per primary care physician on billing.4

As in Canada, a US single-payer system could pay phy-
sicians based on a simple fee schedule negotiated with
medical associations. All patients would have the same
coverage and office staff would not need to process prior
authorizations, collect co-payments, or field pharma-
cists' calls driven by the confusion that arises from mul-
tiple formularies. Anecdotal reports suggest that Canadian
physicians have been spared much of the burden im-
posed by poorly conceived privacy regulations, “mean-
ingful use” requirements, and quality and efficiency
metrics.2 A 2011 study found that US physicians spent 4
times more money interacting with payers than their
Canadian counterparts,5 who report spending only 24.7%
of gross revenues on practice overhead (including rent and
staff) and 4% of their workweek on insurance-related
matters.6 US insurers try to detect billing abuses by de-
manding substantial amounts of documentation. In single-
payer nations, the sole insurer can use comprehensive
claims data to monitor for outlandish billing patterns.

A 2019 Congressional Budget Office (CBO) report7

concluded that single-payer reform could lower admin-
istrative costs, increase incentives to improve health, and
substantially reduce the number of uninsured individu-
als. However, if undocumented immigrants were ex-
cluded, 11 million US residents could remain uninsured.
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Realizing the benefits of single-payer reform entails many chal-
lenges and potential pitfalls. As the CBO report noted, the effects on
the economy and individuals would depend on key features of the de-
sign of the program, such as how it paid clinicians and what services
werecovered.Whilesingle-payerreformcouldsimplifybureaucracyand
free up hospital resources and physicians' time to meet the increased
demand for care, poorly designed legislation might perpetuate Medi-
care's burdensome payment and monitoring strategies. Even in a well-
designed system, waiting time for care might increase; however, the
Affordable Care Act, which covered 20 million uninsured individuals,
didnotsignificantlyincreasewaitingtimeorcompromiseaccessforpre-
viously insured individuals. Nonetheless, enhanced funding for train-
ing programs might be needed to ensure an adequate supply of clini-
cians, particularly in primary and behavioral health care and in regions
with physician shortages. In addition, as with Medicare, politics could
affect decisions regarding coverage in a single-payer system.

Most individuals would have an insurance transition, but they
could keep their physicians and would be spared future transitions.
Although patients would not be able to choose among insurers, they
would no longer face network restrictions and, in many cases, could
have improved benefits. To protect innovation, some drug price sav-
ings could be used to augment federal research funding.

Single-payer reform would be best done at the federal level.
Without federal waivers, state-based reforms cannot redirect fed-
eral and employer spending through the single-payer system, com-
promising the administrative savings needed to make expanded care
affordable—a problem that bedeviled Vermont's reform effort.

Consolidation of purchasing power in a public agency may raise
concerns that funding reductions would endanger quality or cause
rationing, and that physicians would essentially become tradesper-
son paid by a single entity. Schulman et al calculated that hospitals’
average margins would decline to −9% if all inpatient stays were re-
imbursed at Medicare's current rates.8 While hospitals’ savings on
their own administrative costs (as much as $162 billion) could allow
them to transition to a leaner cost structure, a sensible phase-in plan
would be needed. Although neither of the congressional Medicare-
for-all bills calls for the adoption of Medicare's rates, their budget-
ing is predicated on the assumption that hospitals could redirect re-
sources from billing to clinical sites, allowing them to provide more
care within current budgets.

Previous experience with coverage expansions is also reassur-
ing. In Canada, mean physician income (in 2010 inflation-adjusted
Canadian dollars) increased from about $100 000 in 1962 to
$248 113 in 2010 (from 2.5 times the average worker's income to 4.3
times),9 which was comparable to US physician income at the time.
Similarly, hospital revenue per patient-day increased 8.9% annu-
ally in the 3 years after the 1959 startup of Canada's universal hos-
pital insurance program.10 The implementation of Medicare in 1966,
the closest US analogue of a single-payer startup, also was associ-
ated with increased physician and hospital revenues.

Stateandfederal legislatorshaveintroduceddozensofsingle-payer
bills. Sixteen US senators and 110 representatives are cosponsoring
companion Medicare-for-all bills that would implement universal, first-
dollar coverage without network restrictions. Both federal bills would
raise taxes, but those increases are projected to be fully offset by sav-
ings on premiums and out-of-pocket expenses. Both bills would aug-
ment funding for clinical services by redirecting funds now wasted on
bureaucracy and excessive drug prices and the payer would pay phy-
sicians on a fee-for-service basis or salaries from hospitals or clinics that
receive global budgets. The bill in the US House of Representatives
adoptsCanadian-styleglobalbudgetingforhospitals.However,thecur-
rent US Senate bill retains Medicare's payment strategies (although not
Medicare's payment rates), a provision that would modestly attenu-
ate savings on hospital administration and maintain some unnecessary
regulationsthatfrustratephysicians.Thisshortcomingunderscoresthe
importance of physician input in crafting single-payer legislation.

Several legislators have introduced public-option (Medicare buy-
in) proposals, portraying these proposals as more practical variants
of Medicare for all. However, such reform would do little to simplify
billing and paying, generating minimal administrative savings for cli-
nicians or hospitals. Savings on insurance overhead would also be mod-
est unless Medicare Advantage (in which overhead averages 13.7%)
was excluded. Moreover, private insurers might selectively enroll
healthy patients, turning the public option into a de facto high-risk pool
requiring large subsidies. Hence, as the CBO report noted, expanded
coverage would be costlier than under single-payer reform.

Halfway measures are politically attractive but economically un-
workable. The $11 559 per capita that the United States spends on
health care could provide high-quality care for all or it can continue
to fund a vast health-managerial apparatus—it cannot do both.
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