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The Struggle for Reform — Challenges and Hopes

for Comprehensive Health Care Legislation
John K. Iglehart

key stakeholders, plot strategy,
and draft legislation. Five con-
gressional committees — two in
the Senate and three in the House
— are at work on major reform
legislation. While underscoring
his administration’s strong sup-
port for reform, President Barack
Obama has emphasized his pref-
erence that Congress lead in craft-
ing a measure aimed at expand-
ing coverage, improving care
delivery, and constraining the
growth of health care spending.
None of the committee chairs
have introduced reform bills yet,
but all have set ambitious timeta-
bles that would place an enacted
measure on Obama’s desk before
the end of the year. The three
House committees, each with ju-
risdiction over some portion of

the health care system and chaired
by a liberal Democrat, are Educa-
tion and Labor, chaired by George
Miller of California; Energy and
Commerce, chaired by Henry
Waxman of California; and Ways
and Means, chaired by Charles
Rangel of New York. The two Sen-
ate panels are the Finance Com-
mittee, chaired by moderate Dem-
ocrat Max Baucus of Montana,
and the Health, Education, Labor,
and Pensions Committee, chaired
by the more liberal Edward Ken-
nedy of Massachusetts.

Though the devil is in the de-
tails, the outlines of a proposal
that could attract the support of a
sizable majority of Democrats are
emerging. Although each panel
focuses on the issues within its
jurisdiction, there is a strong sen-

timent among Democrats that the
prospects of enacting a reform
bill would increase if they could
agree on an approach. The three
House chairs underscored this
goal in a March 11 letter to
Obama, pledging to “bring similar
legislation before our committees
and to work from a harmonized
approach to ensure success.”

The consensus emerging from
the two Senate committees —
whose chairs plan to bring out
two separate measures but then
meld them on the Senate floor —
echoes key elements of the re-
forms adopted by Massachusetts,
including a requirement that all
residents purchase health insur-
ance, with premium subsidies for
people of modest means, and the
creation of an insurance exchange
through which uninsured adults
could purchase affordable cover-
age. (Under the envisioned nation-
al system, eligible adults would
select from federally approved pri-
vate health plans offering about
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three different standardized bene-
fit packages.) Other key features
would include the expansion of
Medicaid for adults in the 33 states
with an eligibility cutoff of 100%
of the federal poverty level and,
through the Children’s Health In-
surance Program, for children in
families with incomes below 250%
of the federal poverty level.

Additional proposals favored
by Democrats and many Republi-
cans include reforming the deliv-
ery system through the “bundling”
of payments, the development and
rewarding of “accountable care or-
ganizations,” and the inclusion of
financial incentives designed to
increase the attractiveness of ca-
reers in primary care, including
the promotion of the medical-
home model. Whether legislators
would favor primary care by re-
ducing Medicare fees for special-
ists is an open — and controver-
sial — question that would divide
the medical profession and per-
haps jeopardize reform.

Last November, Senator Baucus
cited these proposals and others
in describing his vision of reform.?
Because he is generally careful not
to stray too far from the conserva-
tive views of many of his Montana
constituents, Baucus’s passionate
pursuit of health care reform has
surprised some people. At a recent
briefing, he said, “This is the most
difficult legislative challenge of
my life, and I relish it.” Baucus
has expressed a willingness to cap
the tax-free amount of employer-
provided health benefits, whose
deductibility currently costs the
federal treasury about $250 billion
a year in forgone tax revenue.
(The administration has signaled
a willingness to accept such a
measure even though during the
presidential campaign Obama de-
nounced a similar proposal as
“the largest middle-class tax in-
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crease in history.”?) Baucus also
proposed accelerating the pursuit
of fraud, waste, and abuse in
public programs; increasing the
transparency of physician—industry
relationships and physicians’ self-
referral of patients; and address-
ing professional-liability issues.

Baucus’s most controversial
proposal — which is supported
by the four other committee
chairs — calls for the creation of
a public insurance plan that would
compete against private insurers.
This contentious issue divides
Democrats, who wish to enlarge
government’s role in health care,
from Republicans, who favor
more market-based solutions. Most
Republicans on the Senate Finance
Committee, including its ranking
member, Senator Charles Grassley
of Iowa, and senior Senators Or-
rin Hatch of Utah and Michael
Enzi of Wyoming (both of whom
also serve on Kennedy’s health
panel), are strongly opposed.
Grassley has said that the creation
of a public plan “is a deal breaker
for Republicans if it’s in, and it’s
a deal breaker for Democrat if it’s
not. Is there a compromise in be-
tween? I don’t see one today.”

Without the Finance Commit-
tee’s backing, the likelihood of
including a new public plan in a
reform package is greatly dimin-
ished. Moreover, the public-plan
option has also divided the par-
ties at hearings of the House
Committee on Energy and Com-
merce and the House Ways and
Means Committee. Should Demo-
crats acquiesce to moving forward
without the public plan, they will
certainly demand tighter regula-
tion of the private insurance mar-
ket, with assurances that com-
mercial carriers would be required
to offer standardized and afford-
able benefits to all comers.

In an effort to dampen support
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for a new public plan, the two
largest insurance trade groups,
America’s Health Insurance Plans
and the Blue Cross and Blue Shield
Association, sent letters to Senate
leaders on March 24, saying that
if Congress enacted an enforce-
able requirement for everyone to
carry health insurance, “we could
guarantee issue of coverage with
no preexisting condition exclu-
sions and phase out the practice
of varying premiums based on
health status in the individual
market.” But the heads of the
trade groups said insurers wanted
to retain the right to charge dif-
ferent premiums based on the
age, place of residence, and family
size of subscribers.

Senator Kennedy has been un-
der treatment for brain cancer and
away from Washington a fair
amount, but his condition has
added a sense of urgency to dis-
cussions about health care reform
that have been going on since
September between his staff and
a range of private interests. Among
the participants have been repre-
sentatives of AARP, the American
Cancer Society, the American Med-
ical Association, America’s Health
Insurance Plans, the Business
Roundtable, the National Federa-
tion of Independent Business,
the Pharmaceutical Research and
Manufacturers of America, and
the United States Chamber of
Commerce. The involvement of
multiple representatives of em-
ployers underscores Kennedy’s be-
lief that business must be a strong
advocate of reform in order to en-
sure enactment.

In a recent memorandum, Da-
vid Bowen, who directs Kennedy’s
health staff, summarized the
closed-door discussions about pro-
posals that, like Baucus’s vision,
resemble key elements of the Mas-
sachusetts reform. Bowen wrote:
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“The sense of the room is that an
individual obligation to purchase
insurance should be part of re-
form if that obligation is coupled
with effective mechanisms to
make coverage meaningful and
affordable. . . . There seems to
be a sense of the room that some
form of tax penalty is an effective
means to enforce such an obliga-
tion, though only on those for
whom affordable coverage is
available.” Creation of a public in-
surance plan has sparked contro-
versy in these discussions, with
some participants arguing that
certain functions “could only be
met by having a public program
option,” and others that reform of
private markets would be suffi-
cient and preferable.

There has been “strong agree-
ment that measures to improve
efficiency and reduce health care
costs are essential,” wrote Bowen,
who then listed 38 possible mea-
sures. But when any of the com-
mittees actually drafts provisions
for reducing the growth of expen-
ditures or raising revenues to pay
for reform, the ensuing controver-
sies may be as intense as the fight
over the creation of a public in-
surance plan. (Massachusetts of-
fers no lessons here, because it
sidestepped serious cost contain-
ment in 2006 and is just trying to
grapple with it now.) One of the
revenue-raising options being dis-
cussed by Kennedy’s staff is in-
creasing taxes on sugar-sweetened
soft drinks, the heavy consump-
tion of which is a leading cause of
obesity. The staff has discussed a
tax of about 5 cents per 12 oz of
soda, which would raise an esti-
mated $8 billion a year. Other,
less politically promising revenue
sources would be increased taxes
on alcohol and tobacco.
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Whatever options the commit-
tees end up favoring, they will rely
heavily on recommendations of
the Congressional Budget Office
(CBO)* and the Medicare Payment
Advisory Commission.> Last De-
cember, the CBO outlined 115 op-
tions that would alter federal pro-
grams, affect the private health
insurance market, or both. Many
of these options would reduce the
federal budget deficit, and many
could also slow the growth of pri-
vate health care expenditures. The
options span the medical econo-
my and include ways of slowing
Medicare spending by physicians
and hospitals.

Whereas Democrats have a siz-
able majority in the House, their
margin in the Senate is only 58 to
41, with one race still undecided.
Adding to the tension over the is-
sues is an expressed willingness
of Democratic leaders to wield a
parliamentary procedure known as
“reconciliation” to enact a health
care reform measure. Through
reconciliation, a bill can pass the
Senate with 51 votes rather than
the 60 necessary to overcome a
possible filibuster. Using reconcil-
iation to enact a major bill would
be unusual but not unprecedented:
the procedure has been used to
secure other major initiatives,
from Bill Clinton’s tax increases in
1993 to George W. Bush’s tax cuts
in 2001 and 2003. Yet key Senate
Democrats, including Budget Com-
mittee Chairman Kent Conrad of
North Dakota, oppose this ap-
proach.

Other hurdles for health care
reform include the growing feder-
al deficit, which will lead to great-
er scrutiny of all major initiatives.
The CBO has concluded that un-
der Obama’s 2010 budget plan,
government spending would con-

tinue to exceed historic levels even
after expensive programs for eas-
ing the recession and stabilizing
the financial system have ended.
Nevertheless, Senator Conrad and
House Budget Committee Chair-
man John Spratt of South Carolina
said they would recommend pre-
serving Obama’s priorities as they
craft a budget resolution to guide
other committees in marking up
their 2010 budgets.

The road to glory for Demo-
crats who have spent 50 years or
more seeking insurance coverage
for all is clearly littered with ob-
stacles. The result might be a
phasing in of a less comprehen-
sive reform plan with more mod-
est benefits than many liberal
Democrats favor and tighter con-
trols on costs. But given the party’s
current power, public majorities
favoring government intervention
to ensure coverage, and private
interests that recognize the sys-
tem’s unsustainability, the odds
remain with Obama and his allies.
If their reform affects the entire
medical economy, it will represent
a paradigm shift away from the in-
crementalism that has long domi-
nated U.S. health policymaking.

This article (10.1056/NEJMp0902651) was
published at NEJM.org on April 1, 2009.

Mr. Iglehart is a national correspondent for
the Journal.

1. Fisher ES, McClellan MB, Bertko J, et al.
Fostering accountable health care: moving
forward in Medicare. Health Aff (Millwood)
2009;28:w219-w231.

2. Baucus M. Call to action: health reform
2009. (Accessed March 30, 2009, at http://
www.finance.senate.gov.)

3. Calmes J, Pear R. Administration open to
taxing health benefits. New York Times.
March 15, 2009:A1.

4. Budget options. Vol. 1. Health care. Wash-
ington, DC: Congressional Budget Office,
December 2008.

5. Medicare payment policy. Report to the
Congress. Washington, DC: Medicare Pay-
ment Advisory Commission, March 2009.
Copyright © 2009 Massachusetts Medical Society.

N ENGLJ MED 360;17 NEJM.ORG APRIL 23, 2009 1695

Downloaded from www.nejm.org on April 17, 2009 . For personal use only. No other uses without permission.
Copyright © 2009 Massachusetts Medical Society. All rights reserved.



