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Introduction

The current healthcare system in America is facing many problems.  The most glaring issue stems from the fact that as many as 45 million citizens do not have health coverage
, and many others are underinsured, with insurance that pays only a small fraction of the medical costs they incur.  Another issue involves rising treatment costs.  An individual is unlikely to make fully rational choices about his/her own health care in a case of emergency, and demand is likely to be inelastic. The extreme importance of health matters to the consumer adds to the problem of the information gap. This gives the medical profession the ability to set rates that are well above ideal market value
.  Because of this, even those who can afford health insurance are forced to spend significantly more and more each year on coverage.  It is obvious to people of all walks of life and political views that something must be done to correct these shortcomings.  One of the main proposals regarding healthcare suggest that a universal health care plan be put in place to ensure that the government provides health care to all.  While this is obviously a radical departure from the current system, and the basic concept sounds promising, is it necessarily the best option for America?
Today, healthcare costs are rising at an alarming rate, even faster than the rate of inflation.  One of the main reasons for the rising costs of health care are an aging population.  The baby boomer generation is increasing in age, and as a result, requiring more health services.  Also, there is a bigger demand for more expensive treatment methods, such as the MRI and CAT scan.  These procedures, which were once not popular, are increasingly more routine in treatment, and all of these services have a premium cost associated with them.  New technology in medical procedures and drug innovations are also a driver of increased costs.  New cancer centers are being built by medical centers across the country and driving up the cost of treatment.  Drug companies are spending millions and millions of dollars on research and development and marketing of their newest drugs, to get name recognition with consumers.  Consumers are more likely to ask for a drug by name from their doctor.  Also, many insurance companies are public, and have investors that are pushing for increased profit and growth margins.  Companies are charged with having this increase in profits, at the expense of customers, in turn, pushing up the cost of health insurance.  Finally, in the US, there has been a big decrease in healthy lifestyles.  Obesity levels in children and adults are among the highest in the world, and through inactivity, healthcare costs are pushed higher. 
Successful reform of the health care industry brings with it the benefits of a longer life expectancy, better disease prevention and detection, and provides an overall increase in the quality of life for Americans. Whether the public sector or private sector is best suited to provide adequate health care is one of the key questions in determining what type of health care reform would be best for America.  Many individuals point out that America’s health care system already has a public component, the Medicare and Medicaid programs, and that these entities have not improved the problems facing the American system.  Others argue that the American system is still the most privatized of all industrial nations, and inefficiencies in its system are very clear.  Those who support a universal public system point to the fact that America spends much more per person on healthcare than any other developed nation, yet still ranks below average in health measures such as infant mortality, life expectancy, and cancer survival rates.  Supporters claim that a government provider would curtail increasing healthcare costs by creating a single, more informed purchaser than under the current system, and eliminate the inequities of the current system by providing coverage to all individuals without bias.  Those who agree that the system is in need of reform but feel a private system is still in the best interest of the country have proposed options such as tax benefits to employers and individuals to increase incentive to provide or obtain adequate health coverage.
While the benefits of a universal health care system are certainly worth noting, the costs involved must be analyzed as well.  Implementing any universal health care system presents a significant question as to where the funding for the system will come from.  With uninsured numbering close to 45 million individuals, the cost would likely affect every individual, and this impact must be considered.  For example, many universal plans in other developed nations fund universal systems through significantly higher wage and sales taxes than currently exist in the United States.  If these taxes were increased in the United States, there would be a noticeable economic impact, particularly at first, while consumer spending adjusts to the lower disposable income.  Some of the political programs currently in place would be negatively affected by the redistribution of funding needed to put a universal system in place.  Also, creating a universal system would likely reduce individual choices in health care providers, as the system would be streamlined for increased efficiency.  On that same topic, longer wait times for treatment would ensue, and the quality of healthcare would likely be compromised.  Lower wages under a public system would cause some qualified individuals to not enter the health care profession – as an example, consider that in Canada, doctors who work under the public healthcare system earn half of what a doctor in the United States currently earns
.  Innovation would also decrease, as ceilings limiting the cost of services under a public system would reduce the amount of profits that could be earned through medical innovation.
The opportunities of health care reform involve the increased health and wellness of society.  This, in turn, creates a longer consumption span per individual, which leads to economic gain.  Also, as most countries offering public insurance also offer supplemental private care, the supplemental insurance market would gain if a universal healthcare system were to be implemented in America.  Under a reform of tax breaks, this benefit to the supplemental insurance industry would not be realized, as the same private infrastructure would remain in place.
There are significant risks involved in health care reform, particularly the implementation of a universal healthcare system.  Any reform to the system would impact the healthcare industry in some way, but a universal system would most negatively impact the healthcare industry due to the decrease innovation and loss of some qualified individuals due to lower wages.  The health services industry is one of the largest industries in America.  In 2002, 12.9 million jobs were provided from this industry alone, and about 16 percent of all new wage and salary jobs created between 2002 and 2012 will be in health services - 3.5 million jobs, which is more than in any other industry. 
  Any impact to this industry must be carefully considered, as it will have significant economic impact on the country and the world.  Another significant risk that must be considered when discussing healthcare reform is the loss of privacy, as the government would oversee all medical records in a universal system, as it would serve as the sole provider of healthcare.
Alternatives
	Status quo

	Expansions of current public programs

	Tax Credits

	Single-payer approach


In our model, we are going to research the possibility of four alternates.  The first alternate is obvious; remain status quo.  This alternate will be the cheapest alternate, since no work will need to be done by the government.  Also, it’s easier from an administrative standpoint to not do anything, however, this alternate doesn’t address the rising cost of healthcare.  Also, in the current system, there are 45 million people without insurance.  Uninsured Americans get about half the medical care of those with health insurance, and as a result, the uninsured tend to be sicker and die sooner.
  This alternate, while cheaper, doesn’t address the problem of having many uninsured.  Second, we could expand current public insurance programs, such as Medicare and Medicaid.  This will help the lower income Americans and some more vulnerable Americans, such as children and the elderly.  This will also promote equality among individuals with similar incomes, and spread excess health risks broadly across the general population.
  There would also be full and partial subsidies available to Americans, which could help to reduce their current health care costs.  Some problems with this alternate are that it will be very hard to determine the eligibility of potential individuals, and it might not be able to adequately provide stable, high quality and guaranteed coverage.  The third alternate is to provide tax credits to individuals and/or companies who provide coverage for their employees.  This would allow lower income individuals to buy coverage with more subsidies.  Problem with this alternate is that this might not have that big of an impact on the uninsured, because the subsidies could be too small and insignificant to make a difference.  Income limits will narrow the eligible population.  This approach would benefit higher income Americans, since they would be able to reduce their tax liability, when they don’t have a problem affording coverage.  Finally, the final alternate is the single-payer approach.  Healthcare wouldn’t be based on status or income, and it would be provided to all Americans.  This approach would also lower administrative costs, due to the economies of scale associated with the great purchasing power that the government would have.  There also could be reduced paperwork in the medical industry.  The goal here would be for every American to have healthcare coverage.  This approach, even though it sounds like it would solve all problems, also has some problems.  Research and development spending for new medical technology and new drugs would be reduced, since the system would limit services, there wouldn’t be a demand for these things.  Drug companies would have problems getting their drugs placed on drug formularies, so they would have little incentive to create new and more effective drugs.  Like Canada, there would be long wait times for medical services if we were to implement the single-payer approach.  When government makes medial care “free,” people demand medical care without regard to cost.  The medical systems find it difficult to keep up with the excess demand for services, so they usually make patients wait.
  As a result, there could be excess death or more complications if people are unable to gain medical services when they are needed.  Also, the private insurance industry would be eliminated in the US, since individuals and companies would no longer need to purchase health insurance like we know it today.  Funding is a big question with the single-payer approach.  Congress would be limited by their budget, which usually isn’t balanced.  Other federal programs would have to be cut, or taxes would have to increase.  Some supporters of the single-payer approach have also considered a $1 per gallon tax on gasoline.
Strategic Criteria

The analysis identified the following strategic criteria and how they are important to the issue of offering universal healthcare coverage.

	Criteria
	Description

	Affordability
	Need free or cheap premium levels

	Accessibility
	Available to all

	Adequacy
	Quality, necessary health care

	Uninterrupted
	Coverage that’s always there


BOCR
The following tables define the Benefits, Opportunities, Costs and Risks that were used for the analysis.  The BOCR represents the criteria and sub-criteria that were considered during the evaluation.
Benefits

	
	Criteria
	Description

	Economic
	
	

	Benefits
	Lower Administrative Costs
	Efficiencies through economies of scale.  Less paperwork.

	
	Decrease employer costs
	Companies will spend less for employees’ health benefits 

	
	Decrease personal bankruptcies
	Few individuals will have to declare bankruptcy due to medical expenses.

	
	Increase workforce productivity
	People will get treated for sicknesses instead of working without feeling well.

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Social
	
	

	Benefits
	Increase general health
	Early disease detection / disease prevention

	
	Equality of healthcare service
	Service is not dependent on status, income, race, or gender

	
	Increase in average life expectancy
	People will be healthy and live longer more productive lives.

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Political
	
	

	Benefits
	Tax Savings
	Lower taxes for individuals and corporations.

	
	Citizens reaction
	Support from the citizens 

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people


Costs

	
	Criteria
	Description

	Economic
	
	

	Costs
	Increase number of claims
	As more people seek treatment, the number of claims will rise.

	
	Lower wages for medical staff
	With a more central operated healthcare system, healthcare worker could see their compensation lowered.

	
	Reduction of healthcare industry
	The industry could see fewer workers as wages are lowered and providers are consolidated

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Social
	
	

	Costs
	Longer wait times
	As more people see treatment, wait times to receive care will be longer

	
	Decreased quality of service
	Less money will be available for new technologies and R&D.

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Political
	
	

	Costs
	Increased taxes
	More tax dollars will be needed to fund certain healthcare systems

	
	Impact on other political programs
	With more money going towards healthcare, there will be less of other government programs

	
	Citizens reactions
	Citizens will be unable with increased taxes.

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	


Opportunities

	
	Criteria
	Description

	Economic
	
	

	Opportunities
	Supplemental insurance industry
	People will be able to purchase “extra” private insurance

	
	Less bureaucratic/inefficient system
	System will have less overhead and the money saved can be used for more treatment.

	
	Longer average consumption
	Treatment occurs earlier and people live longer, healthy, productive lives

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Social
	
	

	Opportunities
	Improved well-being
	People will be happier and healthier.  No worries about healthcare coverage.

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	


Risks



	
	Criteria
	Description

	Economic
	
	

	Risks
	Increased Fraud
	Providers bill for incorrect procedures to get compensated more

	
	Abuse (overuse) of system
	When care is free, people will use it without regard to cost.

	
	Uncertainty of funding
	How will America found healthcare if costs keep rising?

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Social
	
	

	Risks
	Decreased medical innovation
	Funding will go to pay for current treatments not R&D.

	
	Decreased quality of care
	Providers will have to serve more people.

	
	Less choice
	People won’t be able to pick out healthcare to suit their own needs

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	

	Political
	
	

	Risks
	Contradict democratic system
	Less choice and options for people

	
	Citizen reaction
	Citizens could be angered with changes.

	Stakeholders
	Government
	Federal/State governments

	
	Healthcare Industry
	Healthcare providers and the health insurance industry

	
	Public
	The American people

	
	
	


The Model
The AHP model is organized as a BOCR model, with four alternates.  Within each subnet, factors affecting the control criteria were determined, grouped into clusters, and then pairwise comparisons were made. 

All subnets for the model are listed in Appendix A.

Results
Overall, the fully synthesized model supports expansion of current public programs.  The rankings for the full model are:
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Note that while expansion of current public systems is the leader, the other alternates are close behind, showing that nothing stands out as a definite, clear answer for the problem.

Under benefits, the following is shown as the synthesized results:
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This shows that under the benefits criteria, the single-payer approach would be the most beneficial.

Under Costs, we see:
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Under Opportunities, we see:
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And under risks, we see:
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Switching the formula to additive negative provided the following results:
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Sensitivity Analysis
The benefits sensitivity analysis shows that the Single Payer (green) alternative is preferred once the priority rises about 0.41.  
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The costs sensitivity analysis shows that the Single Payer (green line) alternative has the most extreme costs.  
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The opportunities sensitivity analysis shows that with a priority above 0.34, the Single Payer (green line) provides the most opportunities.
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The risk sensitivity analysis shows that each alternative could provide the most about of risk.  If the priority is greater than 0.11 then Single Payer (green line) alternative has the most risks.  
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Conclusion
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	Benefits
	Social
	 
	Economic
	 
	SUM of

	Control Criterion wt. (CC)
	limiting cc
	0.664344
	limiting cc
	0.220574
	wtd Alts

	Normalized CC
	0.751
	Col. 1
	0.249
	Col. 2
	Col 1 + Col 2

	Alternatives
	Idealized
	(CC x Ideal.)
	Idealized
	(CC x Ideal.)
	SUM 

	Status Quo
	0.048
	0.036
	0.088
	0.022
	0.058

	Expansion of current public systems
	0.442
	0.332
	1.000
	0.249
	0.581

	Tax credits
	0.210
	0.157
	0.271
	0.068
	0.225

	Single Payer
	1.000
	0.751
	0.778
	0.194
	0.945


	Opportunities
	Economic
	 
	Social
	 
	SUM of

	Control Criteria (CC)
	0.833857
	
	0.166143
	
	wtd Alts

	Normalized CC
	0.834
	Col. 1
	0.166
	Col. 1
	Col 1 + Col 2

	Alternatives
	Idealized
	(CC x Ideal.)
	Idealized
	(CC x Ideal.)
	SUM

	Status Quo
	0.000
	0.000
	0.000
	0.000
	0.000

	Expansion of current public systems
	0.754
	0.628
	0.849
	0.118
	0.746

	Tax credits
	0.127
	0.106
	0.669
	0.093
	0.198

	Single Payer
	1.000
	0.834
	1.000
	0.139
	0.972


	Costs
	Economic
	 
	Political
	 
	Costs
	1/Costs

	Control Criteria (CC)
	0.751176
	
	0.248824
	
	 
	

	Normalized CC
	0.751
	Col. 1
	0.249
	Col. 2
	Col's 1+2
	Inverted

	Alternatives
	Idealized
	(CC x Ideal.)
	Idealized
	(CC x Ideal.)
	SUM
	

	Status Quo
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000

	Expansion of current public systems
	0.222
	0.167
	0.282
	0.070
	0.237
	4.224

	Tax credits
	0.006
	0.005
	0.189
	0.047
	0.051
	19.435

	Single Payer
	1.000
	0.751
	1.000
	0.249
	1.000
	1.000


	Risks
	Economic
	 
	Social
	 
	Risks
	1/Risks

	Control Criteria (CC)
	0.669588
	
	0.200251
	
	Sum of
	 

	Normalized CC
	0.770
	Col. 1
	0.230
	Col. 1
	Col's 1 + 2
	Inverted

	Alternatives
	Idealized
	(CC x Ideal.)
	Idealized
	(CC x Ideal.)
	SUM
	 

	Status Quo
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000

	Expansion of current public systems
	0.750
	0.578
	0.273
	0.048
	0.626
	1.598

	Tax credits
	0.069
	0.053
	0.068
	0.012
	0.065
	15.313

	Single Payer
	1.000
	0.770
	1.000
	0.177
	0.947
	1.056



[image: image12.emf]Benefits Opportunities 

0.421 wtd 0.133 wtd

Alts

CC Sum(from above) (x ..421) CC Sum(from above) (x .133)

Status Quo 0.058 0.024 0.000 0.000

Expansion of current public systems 0.581 0.244 0.746 0.099

Tax credits 0.225 0.095 0.198 0.026

Single Payer 0.945 0.397 0.972 0.130


	 
	Costs
	 
	Risks
	 

	 
	0.303
	wtd
	0.143
	wtd

	Alts
	CC Sum(from above)
	(x .303)
	Sum(from above)
	(x .143)

	Status Quo
	0.000
	0.000
	0.000
	0.000

	Expansion of current public systems
	0.237
	0.072
	0.626
	0.090

	Tax credits
	0.051
	0.016
	0.065
	0.009

	Single Payer
	1.000
	0.303
	0.947
	0.136



[image: image13.emf]Final Results

BO/CR bB+oO-cC-rR

(from unwtd columns (from weighted col's

Alternatives

in table above) Normalized in table above)

Status Quo 0.000 0.000 0.024

Expansion of current public systems 2.924 0.170 0.182

Tax credits 13.287 0.773 0.096

Single Payer 0.970 0.056 0.088

17.181


The decision derived from the model was that the expansion of current public programs such as Medicare and Medicaid, among others, was the best option for health care reform.  It appears that the costs and risks are too high for the single payer option to make the substantial benefits the best option.  Also, while the tax credit option provides some benefits at relatively low cost, the benefits resulting from this option were not enough to make it the best choice.  The expansion of current public systems enables, to a lesser degree, some of the benefits of the single payer option.  The government would be a larger purchaser of health care, allowing lower provider costs to be negotiated and providing the potential for a less bureaucratic system with less middlemen involved.  However, while it provides some benefits of the single payer option, it carries much less extensive costs and risks of a full single payer system.  Expanding current public programs raises less severe funding issues and consequences, while posing less of a threat to the current healthcare system, which is an important industry to the American economy.  The lowest scoring option was the status quo, indicating that the system is definitely in need of reform.

Appendices
The Model
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� “Publicly funded medicine”, http://en.wikipedia.org/wiki/Universal_health_care


� “Publicly funded medicine”, http://en.wikipedia.org/wiki/Universal_health_care


� “Health Services”, http://www.bls.gov/oco/cg/cgs035.htm


� “IOM Report Calls for Universal Health Coverage by 2010” http://www4.nationalacademies.org/news.nsf/isbn/0309091055?OpenDocument


� “Expanding Health Insurance Coverage” by John F. Holahan, Len M. Nichols, and Linda J. Blumberg


� “Clinton Go Quick Care, Unlike Canadian Heart Patients” by Michael Cannon
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						Control Criterion wt. (CC)		limiting cc		0.664344		limiting cc		0.220574		wtd Alts				Control Criteria (CC)		0.833857				0.166143						wtd Alts				Control Criteria (CC)		0.751176				0.248824										Control Criteria (CC)		0.669588				0.200251						Sum of

						Normalized CC		0.751		Col. 1		0.249		Col. 2		Col 1 + Col 2				Normalized CC		0.834		Col. 1		0.166		Col. 2		Col. 1		Col 1 + Col 2				Normalized CC		0.751		Col. 1		0.249		Col. 2		Col's 1+2		Inverted				Normalized CC		0.770		Col. 1		0.230		Col. 2		Col. 1		Col's 1 + 2		Inverted
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						Expansion of current public systems		0.442		0.332		1.000		0.249		0.581				Expansion of current public systems		0.754		0.628		0.849		0.141		0.118		0.746				Expansion of current public systems		0.222		0.167		0.282		0.070		0.237		4.224				Expansion of current public systems		0.750		0.578		0.273		0.063		0.048		0.626		1.598
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		Status Quo		0.000		0.000		0.024
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