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Recent Health Care Reforms in the
United States, and What the US Can
Learn from Japan
Leonard Rodberg

During the past five years, the
United States has carried out a process
of health care reform that has had very
significant political consequences and
modest, but quite interesting, impacts on
the character and financing of the US
health care system.

Health care reform became an




issue in the US as a result of the rapid
rise in the cost of health care beginning
in the late 1990s. From 1999 through
2008, the average cost of employer-based
insurance (the type that most Americans
receive) rose 125%, while workers
earning rose only 30% in that 10-year
period. The resulting vreform Ilaw,
referred to as the Affordable Care Act or,
increasingly, as Obamacare, actually
does little to contain cost — it simply
creates some pilot programs, none of
which is actually likely to save money —
but it will reduce the number of
Americans who have no insurance. That
pumber stood at nearly 50 million,
one-sixth of the population, in 2008 when
Obama was elected. As a result of the
new law, the number of uninsured has
fallen by about 15 million people, with
about half of these purchasing private
insurance using government subsidies,
and the other half being covered by
Medicaid, the government program that
provides insurance for the poor.

As 1 noted, most Americans
receive coverage through their employer
or by purchasing private insurance.

About 28% of Americans receive
coverage through Medicare, the Federal
program for the elderly and disabled,
and Medicaid, the program for the poor.
However, more than 50% of the money in
the health care system comes from
since  Medicare and
Medicaid cover the sickest portion of the
population and together account for
nearly half of all spending.

Because the government already
has a large role in paying for health care,
President Obama could have chosen to
build his program on the public sector.
Indeed, in the past, he had declared
himself to be a supporter of single payer
national health insurance, and during

government,
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the election campaign he had declared
his strong support for a “public option”,
that would
compete with the private insurance
market. Nevertheless, after the election
he dropped the “public option” and chose,
instead, to expand private insurance for
the working and middle class, along with
broadening eligibility for Medicaid for
the poor. He assured the insurance
companies that they would not face any
competition from the government, the
pharmaceutical companies that
government would not negotiate lower
drug prices, and doctors and hospitals

government insurance

that their reimbursements would not be
reduced. This proved to be a winning set
of compromises.

The result is continued reliance,
for ~most people, on  private,
employment-based  insurance, with
market forces determining
reimbursements, premiums, deductibles,
and  copayments. HEveryone  but
undocumented immigrants is required to

purchase insurance, the insurance
companies are vequired to accept
everyone, and online “marketplaces”

have been established to enable the
uninsured to buy insurance and receive
subsidies for their premiums,
deductibles, and copays. The resulting
system 1is enormously complex, with
different portions of the population
continuing to receive their coverage from
different types of carriers, with hundreds
of different plans and provider
“networks” (lists of doctors and hospitals
that will accept a particular type of
coverage) and rules for
determining eligibility for government
subsidies in the new

complex

government-established “marketplaces”
where the wuninsured can purchase
insurance.
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This is not going to solve the
problems of the American health care
system. More than twenty million people
will still have no insurance, and those
that do have insurance will find that it is
increasingly costly and has high and
rising deductibles and copayments. And
total national expenditures will continue
to rise, far faster than the general rate of
inflation. This is because health care
providers arve still free to charge
whatever they can get from their
patients and the insurance companies —
that is, there is no real process that will
restrain the increase in costs.

The solution that many of us
advocate is what might be called the
“public” route to health care reform, that
is, a single payer form of national health
insurance, achieved through expanding
and improving the existing American
Medicare program. This would cover
everyone and be funded through the tax
system, with provider payments set, as
they are now in the Medicare program,
through an administrative process
involving mnegotiation with provider
organizations, much as takes place in
Japan. Advocates in a number of states,
including Vermont, Minnesota,
California, and New York, are
attempting to create such a system at
the state level, since the US Congress is
unlikely to move in that direction in the
near future.

In looking at the way Japan
finances its health care system, I found it
to be an interesting approach that
Americans would do well to examine.
You have many sources of coverage
(industry-based insurance societies,
municipal insurance, the national health
but doctors and
hospitals have to deal with only a single
payer or payment fund, and fees are set

insurance society),
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by the national government. This is a far
more efficient and fair system than we
have in the US, and we could learn much
from it.
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