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Health care reform debates, within the United States, focus on providing health 
care to the nation and reducing escalating costs associated with quality care. 

Political discussions and debate regarding health care reform are not new. The 
health care debate originally began when Theodore Roosevelt discussed national 
health insurance in 1912, during his unsuccessful run for the Presidency. Franklin 

D. Roosevelt defined the relationship of the economy and health care during the 
Great Depression in 1932 (The Washington Post, 2010). The first measure to 

provide economic relief and health care reform occurred when Lyndon B. Johnson 
signed Medicare and Medicaid into law during the summer of 1965, providing health 
care for individuals who qualified (The Washington Post, 2010). Economic and tax 

factors have split the Democratic and Republican parties creating difficulties in 
moving health care reforms forward. Congress expanded and contracted Medicare 

coverage during the terms of Ronald Reagan and George H.W. Bush (The 
Washington Post, 2010). 

 

Economic Background 
 

In 2010, American’s spent over $2.6 trillion on health care (Kellis & Rumberger, 
2010). By comparison, in 2010, the United States spent $632 billion on defense and 

global military spending was $1.6 trillion (Global Issues, 2011). McNichol and Lav 
(as cited in Kellis & Rumberger, 2010) stated that the United States per capita 
spending amounts to six times the combined deficit of all 50 states. This amounts 

to more than twice what the United States spent on food and more than China’s 
population spent on goods and services combined (Kaufman, 2011). In 2008, per 

capita spending on physician services in the United States was $1,599 (Laugesen & 
Glied, 2011). Other Organization for Economic Cooperation and Development 
(OCED) countries spent an average $310 (US) per capita (Laugesen & Glied, 2011). 

 
Demands on health care continue to grow as the population ages. The aged 

population within the United States continues to expand and baby-boomers (those 
born between 1946 and 1964) accounted for more than 250 million or 11.3% of the 
population in 1993 (Berkowitz, 2006). As the population ages and economic factors 

influence individual finances the rising cost of health care increases patient anxiety 
and ability to afford appropriate health care. In 2010, the Congressional Budget 

Office predicted health care costs expected to reach 25% of the economy by 2025 
(The Washington Post, 2010).  



 
Most individuals take their health for granted until there is an issue. Once health 

care needs occur there is a willingness to invest a great deal financially of one’s 
personal money, or the insurance companies’ money (Folland, Goodman, & Stano, 

2010). Chou, Johnson, Ward, and Blewett (2009) cited the Kaiser Commission on 
Medicaid and the Uninsured, and the Urban Institute which demonstrated that in 
2006, 54% of the population had employer-sponsored health insurance, 5% 

private, 26% public coverage, and16% uninsured. The insured population is often 
insulated against the costs associated with care. Moral hazard accounts for 

increased utilization of health care resources placing added demand on the system 
(Johnson & Stoskopf, 2010). According to Kaufman (2011) “in a culture of 
entitlement there is the belief that one deserves certain rewards, rights, and 

privileges based on tradition or past achievements” (p. 299). The combination of 
the moral hazard, entitlement, and insulation from actual costs of health care 

causes individuals to have difficulty appreciating the value and price of health care 
until needed.  

 

Reimbursement Complexities  
 

Many factors influence the health care industries reimbursement of providers.  
Reimbursement rates for physician’s services result from complex formulas 

including elements such as physician time, skill required, and intensity of work 
(Johnson & Stoskopf, 2010). However, physician and organization market share 
influences payment leverage. The Massachusetts attorney general conducted a 

study on price differences paid by insurers to providers and found that compared to 
the lowest-paid physician group the highest paid physician group received 145% 

more for the same procedure (Kaufman, 2011). According to Kaufman the attorney 
general found no plausible explanation for the variations in reimbursement based 
on quality, complexity of services, or other measures to validate the differences. 

 
This system of various payment schemes through numerous agreements including 

per diem rates, capitation, and fee-for-service adds complexity and conflicting 
incentives to providers (Garman, Johnson, & Royer, 2011; Kaufman, 2011). 
Franzini, Mikhail, and Skinner (2010) argued that the current system of 

reimbursement creates a culture of money where some providers overuse more 
profitable services. According to Kaufman this system of incentives challenges the 

behavior of providers. A Massachusetts attorney generals study (as cited by 
Kaufman, 2011) noted “prices reflect the relative market leverage of health insurers 
and healthcare providers” (p. 301). 

 
Part two of this article reviews the major concepts of a free market system and why 

health care does not equate to a free market system and cannot within the United 

States. Part two will be published in the November 27 issue of AAOE eNews.  
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