B Economy in Numbers

Bernie Sanders’ Health Care Revolution
BY GERALD FRIEDMAN

ealth care has emerged as a major issue in the Democratic presidential nomination contest between former Secretary of

State Hillary Clinton and Vermont Senator Bernie Sanders. While Senator Sanders has made single-payer health care, or
“Improved Medicare for All,"a cornerstone of his presidential campaign, Secretary Clinton has attacked the proposal, claiming
that it would lead to higher taxes on ordinary Americans while threatening the coverage gains already achieved under the
Affordable Care Act (ACA, or“Obamacare”). In fact, Improved Medicare for All would substantially reduce health care costs (espe-
cially for low- and middle-income families), expand coverage, and improve access to care.

Under the Sanders program, virtually all medical bills in the United States would be paid by a single public agency using
funds transferred from existing government health programs and from some new (mostly progressive) taxes. By reducing ad-
ministrative waste and negotiating for lower drug prices, the Sanders program would be able to reduce the growth in national
health care spending, even while extending coverage to all and eliminating all premiums, copayments, and deductibles of the
existing system. EE
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Figure 1: Savings and Additional Expenditures
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savings the first year, partially offset by nearly
$400 billion in additional spending, for a net effect
-$300 of nearly $300 billion in savings relative to the
current system.
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The single-payer program produces two types of savings. . .
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Figure 3: Funding National Health Expenditures,

Sanders Single-Payer Program, 2017-2026
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New charges would fall most heavily on the top 1%.
Sanders’ proposed revenue program is highly
progressive, with the heaviest burden falling on high-
income and very-high-income households. Looking
here just at where new tax burdens fall (and not at
reduction in households’ existing health expenses):
The payroll tax and a 2.2% across-the-board income
tax surcharge would be borne by most taxpaying
households. However, the other tax changes—taxing
capital gains at the same (higher) rate as ordinary
income, raising the tax rate on large estates, capping
deductions claimed by high-income taxpayers, and
increasing the tax rate on top incomes—would fall on
those most able to pay.

Figure 5: Net Effect on Incomes,
Sanders Single-Payer Program, 2017
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Note: Individuals under $15,000 and families under $30,000 (not included here)
are assumed to be on Medicaid and also pay minimal taxes. A family is assumed
to be a married couple with two children. Both single-person and family scenar-
ios assume current health care costs equal to the average employee payment
(share of premium) for employer-provided insurance plus average deductible.

Single-payer costs & Single-payer financing

The financing for Improved Medicare for All would
come from various sources, not just new taxes.
Compared to costs under the current system (first bar),
the Sanders single-payer program will achieve efficiency
savings and slow the growth in health care inflation. It
will pay for these reduced overall costs (second bar)
through a combination of reallocating public funds
currently spent on health care (including “tax
expenditures” currently granted to subsidize employer-
provided private health insurance) and new taxes
(including a 6.2% tax on payrolls and a series of new taxes
which are progressive in their overall effect; third bar).

Figure 4: New Charges Under Sanders Single-Payer
Program, Percentage of Income, 2017
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Lower- and middle-income people would benefit from cost
reduction under single-payer. This graph describes an
individual or family of four that pays the employee portion of
the premium for employer-provided insurance and that uses
their health coverage at least up the amount of the deductible.
So their total health-care costs are equal to their premium plus
the deductible. (The Milliman Medical Index for 2015 puts
health expenses for a “typical”family of four with employer-
provided PPO health insurance at over $10,000 per year. The
method here gives a more modest total, about $8,000.)

Under single payer, individuals and families would no
longer face costs like insurance premiums or out-of-pocket
expenses up to their deductible. They would face additional
taxes. In the scenario described here, though, for lower- and
middle-income people the reduction in their costs would be
greater than the added taxes they would pay, so they would
experience a net financial benefit.

SOURCES: Gerald Friedman,“Funding HR 676: The Expanded and Improved Medicare for All Act: How We Can Afford a National Single-Payer Health Plan,” July 2013,
Physicians for a National Health Program (pnhp.org); Internal Revenue Service, Sources of Income, 2013; Congressional Budget Office, Long Term Budget Outlook, 2015 (cbo.gov),
2015 Milliman Medical Index, Physicians for a National Health Program, May 2015 (pnhp.org).

MARCH/APRIL 2016 | DOLLARS & SENSE | 33



