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Introduction:  paying for healthcare 
This economic analysis explores the implications of a state cooperative health plan in Utah 
implemented in 2027 and fully in place by 2029. The Act would replace the current multi-payer 
system in which individuals, private businesses, and government entities pay public and private 
insurers for healthcare coverage. It would establish Utah Cares, a non-profit trust to finance 
medically necessary care, including dental and vision care, doctor visits, hospitalization, long-
term care, medical devices, mental/behavioral health, prescribed occupational and physical 
therapy, prescription drugs, and rehabilitative care. Utah Cares would offer this comprehensive 
coverage to all Utah residents and pay for it with broad-based premiums. Unlike socialist 
programs, like the British National Health Service, it would leave the provision of healthcare 
unchanged with independent private providers and multiple providers, including the Veterans’ 
Administration, and offer opportunities for residents to buy alternative insurance if they so 
choose.  

Utah Cares would liberate Utah residents from the restrictions on choice established by private 
health insurance. By eliminating deductibles, co-pays, and the network restrictions common with 
the current system, it would free residents to seek out the care most appropriate to their needs. 

Utah Cares will finance medical care with substantial savings compared with the existing multi-
payer system of public and private insurers. By reducing administrative and other waste, 
including health insurance company profits and excessive prices for drugs and medical devices, 
and a form of global budgeting for hospitals, the plan would increase real disposable income for 
the vast majority of Utah residents. It would simultaneously increase employment by reducing 
the burden of health insurance on businesses. Some of these savings would be used to extend 
coverage to the three percent of residents still without insurance under the Affordable Care Act. 
Other savings would be reinvested in the healthcare system to improve coverage for the growing 
number with inadequate coverage. 

By reducing barriers to access to healthcare, the plan would eliminate the financial penalty 
associated with health problems. It would also reduce economic inequality by replacing the 
current regressive system of health insurance finance with contributions proportional to income 
and ability to pay. Utah Cares would also improve the state's business climate by reducing the 
burden of healthcare costs on Utah businesses while improving the health of Utah residents. 

In addition, by improving access to healthcare and the health of Utah residents, Utah Cares 
would promote higher productivity because healthier citizens are more productive. By removing 
health insurance from bargaining, Utah Cares would also promote more amicable labor relations, 
reducing discord and improving worker morale. In short, by improving health and the economy, 
Utah Cares would promote faster growth in income, providing additional resources to fund the 
state’s healthcare system.   
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It’s the Prices 
We spend more on healthcare in the United States because the price of care is higher in the 
United States.1 For decades, policy has missed this fundamental point. Instead of addressing 
prices and underlying inefficiencies, it has tried to slow rising costs by reducing the utilization of 
healthcare, doing so with rising deductibles and other forms of cost sharing.2 While this approach 
has had some success in slowing the growth in healthcare spending, it has done so at the expense 
of reducing access to care (see Figure 1). No other country has performed so badly and 
developed so much waste in its healthcare finance system.3 The United States is unique, 
combining the fastest increase in costs with relatively small increases in life expectancy (see 
Figure 2). By reducing access to needed care, rising deductibles and co-pays have increased 
mortality (see Figure 3).4 

While the poor performance of American healthcare dates back to the 1970s, the problem has 
become even more acute recently. Despite improvements in medical technology and the high 
quality of American medicine and medical training, life expectancy in the United States has 
fallen sharply in recent years, dropping by 1.8 years in 2020 and an additional 0.9 years in 2021.  
Reversing a quarter century of progress, this is the largest two-year decline in a century.5 While 

 
1 Anderson et al., “It’s The Prices, Stupid”; Anderson, Hussey, and Petrosyan, “It’s Still The Prices, Stupid”; 
Reinhardt, “Economists in Health Care”; Reinhardt, Priced Out; For a study of US prices in international context, see 
International Federation of Health Plans, “2013 Comparative Price Report: Variation in Medical and Hospital Prices 
by Country”; Hargraves and Bloschichak, “International Comparisons of Health Care Prices from the 2017 IFHP 
Survey”; McKinsey Global Institute, “Accounting for the Cost of Health Care in the United States”; Committee for a 
Responsible Federal Budget, “Capping Hospital Prices”; Cicchiello and Gustafsson, “Brand-Name Drug Prices”; 
Reinhardt, “U.S. Health Care Prices Are the Elephant in the Room”; Pozen and Cutler, “Medical Spending 
Differences in the United States and Canada”; Gee and Spiro, “Excess Administrative Costs Burden the U.S. Health 
Care System”; Pany, Biniek, and Neuman, “Price Regulation, Global Budgets, and Spending Targets.” 
 
2 Rae, Cox, and Levitt, “Deductible Relief Day”; Kaiser Family Foundation, “Average Annual Family Premium per 
Enrolled Employee For Employer-Based Health Insurance”; Abelson, “Workers With Health Insurance Face Rising 
Out-of-Pocket Costs”; Case and Deaton, “Rising Morbidity and Mortality in Midlife among White Non-Hispanic 
Americans in the 21st Century”; Case and Deaton, Deaths of Despair and the Future of Capitalism.  About a third of 
the US population reports they could not afford to access needed healthcare; Riffkin, “Cost Still a Barrier Between 
Americans and Medical Care.” 
 
3 For summaries, see Friedman, The Case for Medicare for All; El-Sayed, Medicare for All: A Citizen’s Guide; Archer, 
“What Is Wrong with Medicare Prices for All?”; Barber et al., “Healthcare Access and Quality Index Based on 
Mortality from Causes Amenable to Personal Health Care in 195 Countries and Territories, 1990–2015”; Emanuel, 
Which Country Has the World’s Best Health Care?; Johnson, The Customer Revolution in Healthcare; Johnson, 
Market Vs. Medicine; Johnson, “Healthcare’s Administrative ‘Sludge’ Is Worse than You Think”; Makary, The Price 
We Pay. 
 
4 Collins et al., “The Problem of Underinsurance and How Rising Deductibles Will Make It Worse Findings from the 
Commonwealth Fund Biennial Health Insurance Survey, 2014”; Collins, Bhupal, and Doty, “Health Insurance 
Coverage Eight Years after the ACA: Fewer Uninsured Americans and Shorter Coverage Gaps, but More 
Underinsured.” 
 
5 Arias et al., “Provisional Life Expectancy Estimates for 2022.” 
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it would be easy to blame the declining life expectancy on the COVID pandemic, the pandemic 
explains only 74% of the decline in life expectancy in 2020 and only half in 2021.6 Furthermore, 
our health-care performance has been declining for decades.7 And our relative performance 
compared with our European partners, fellow affluent liberal capitalist states, has been, frankly, 
abysmal. Before the pandemic, we had nearly half a million more age-standardized excess deaths 
than comparable European countries, nearly 20% of all deaths in the United States. Because of 
our poor performance during the pandemic, that number soared to over 600,000 in 2020 and 
nearly 700,000 in 2021 (see Table 1). Nor can our poor performance during COVID be attributed 
only to the pandemic: much of our excess COVID mortality is associated with lack of health 
insurance leading to poor access to needed healthcare, late treatment adding to both mortality 
and spread.8 

Some states have been providing better healthcare.9 Utah has done better than most, ranking 11th 
in life expectancy of 51 states (including the District of Columbia), and only seven states have a 
lower rate of mortality amenable to healthcare, or deaths that might have been prevented had the 
person received healthcare.10 Despite the generally healthy population habits, with low rates of 
alcoholism and drug abuse, Utah’s healthcare system performs relatively poorly in some crucial 
measures, including a high rate of infant mortality and high suicide rates.11 And the state has 
experienced rising rates of mortality amenable to healthcare.12 

 
 
6 Arias et al. 
 
7 Case and Deaton, Deaths of Despair and the Future of Capitalism; Case and Deaton, “Rising Morbidity and 
Mortality in Midlife among White Non-Hispanic Americans in the 21st Century”; Anderson et al., “It’s The Prices, 
Stupid.” 
 
8 Campbell et al., “Exacerbation of COVID-19 Mortality by the Fragmented United States Healthcare System”; 
Galvani et al., “Universal Healthcare as Pandemic Preparedness”; Bilinski and Emanuel, “COVID-19 and Excess All-
Cause Mortality in the US and 18 Comparison Countries”; Barnay and Defebvre, “The First COVID Wave” finds that 
the Covid experience for adults over 50 was significantly worse in the United States than in other affluent 
countries. Burn-Murdoch, “Why Are Americans Dying so Young?” 
 
9 McCarthy, Radley, and Hayes, “2018 Scorecard on State Health System Performance”; Gamble, “50 States Ranked 
by Overall Health in 2022”; Agency for Healthcare Research and Quality, “The Quality of Health Care Varies Widely 
across the Nation. State Snapshots, an Interactive Tool from the Agency for Healthcare Research and Quality 
(AHRQ), Uses More than 200 Statistical Measures to Offer State-by-State Summaries of Health Care Quality.” 
 
10 Commonwealth Fund, “Performance Indicator Content | Commonwealth Fund.” 
 
11 CDC, “Stats of the States - Infant Mortality”; Commonwealth Fund, “The Commonwealth Fund - 2020 Scorecard 
On State Health System Performance.” 
 
12 Commonwealth Fund, “The Commonwealth Fund - 2020 Scorecard on State Health System Performance.” 
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In recent years, Utah has been controlling healthcare costs. The annual rate of growth in per 
capita healthcare spending has slowed dramatically since the 1990s, falling from 5.9% a year 
1992-2006 to 3.5% a year since (see Figure 4).13 Unfortunately, increases in cost sharing account 
for much of this by discouraging the sick from seeking care. Since 2002, the average deductible 
on a private-sector employment-based health insurance plan, for example, has been increasing 
dramatically even while fewer workers are covered by employment-based insurance and more 
are in plans with a deductible (see Figures 5 and 6).14 As recently as 2002, half of private 
employees were covered by an employment-based health insurance plan, and almost half of 
these, 22% of all employees, had family plans that covered spouses and children. By 2019, the 
share with any health insurance declined to 44%, down six percentage points, while the share 
with family coverage dropped by a third to 14%. The quality of coverage has also declined.  In 
2002, barely half of employees with health insurance faced a deductible on top of their 
premiums; such deductibles are nearly universal now, and their size has increased nearly 
fourfold.  

With fewer people covered and soaring deductibles and other forms of cost sharing, the cost of 
being sick and the cost of receiving healthcare has increased. This is how Utah has contained the 
cost of healthcare in the state: by restricting access to care and utilization of healthcare.  In the 
1990s, before the widespread use of cost-sharing policies like high deductible health insurance 
plans, real healthcare utilization per person increased by 1.2% per annum, keeping pace with 
rising per capita income.15 Between 2000-2010, the rate of increase in utilization fell to 1.0% per 
annum.  From there, despite the economic recovery after the economic crisis of 2007-10, 
utilization nearly plateaued with average increases of barely 0.5% per annum, and over a third of 
that was because of the extension of coverage under the Affordable Care Act.16 

Facing higher costs, we see in Utah the same pattern seen in the rest of the United States: 
increasing mortality where the sick cannot afford to access healthcare.17 Utah counties where 
more people cannot afford to see a doctor have dramatically higher mortality rates (see Figure 8). 
In Carbon County, for example, with its declining mining industry, nearly 17% of residents 
report that they could not afford to see a doctor, 29% above the state average, and the age-

 
13 Kaiser Family Foundation, “Health Care Expenditures per Capita by State of Residence”; Montez et al., “US State 
Policies, Politics, and Life Expectancy”; Commonwealth Fund, “The Commonwealth Fund - 2020 Scorecard on State 
Health System Performance.” 
 
14 Agency for Healthcare Research and Quality, “MEPS Summary Tables.” 
 
15 This is per capita spending on personal healthcare adjusted for price changes, the BLS Consumer Price Index for 
Medical Care, and changes in the age distribution of the population adjusted for average healthcare spending at 
different ages.   
 
16 Real per capita utilization increased by 6% from 2008-19 and 2% of that, a third, was due to the fall in the rate 
without any health insurance from 15% to 9%. 
 
17 Note that this effect is not only due to cost sharing but also due to differences in income. 
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adjusted mortality rate of 424 per 100,000 is 35% above the state average.18 In the state’s 
wealthiest county, Summit, fewer than 11% cannot afford to see a doctor, 17% below the state 
average, and the mortality rate is 40% below the state average. In affluent suburban Davis 
County, by contrast, only 9% report they could not see a doctor, 29% below the state average, 
and the age-adjusted mortality rate is 252 per 100,000, 20% below the state average (see Figure 8 
and Table 5). The relationship between mortality and access, the ability to afford to see doctors 
when sick, is strong enough that one may project that if all counties in Utah had no more than 
4% of the population unable to see doctors, mortality would fall by over 40%.19 

Notwithstanding the decline in employment-based health insurance coverage, fewer Utah 
residents are going without any health insurance (see Figure 9). This is because of the increase in 
nongroup coverage, subsidized through the Affordable Care Act, and increases in enrollment in 
public programs, Medicare and Medicaid. In effect, in Utah, as elsewhere in the United States, 
we are substituting public for private insurance, and public for private funds in providing 
healthcare. We have been shifting the cost of healthcare from employers to employees and the 
tax-paying public as a whole. 

Controlling Costs While Increasing Access 
There are limits to our ability to transfer resources to healthcare from other activities. Utah 
residents’ access to care can be assured only if costs can be controlled. These costs can be 
controlled while access increases only if the price of care is contained. This can only happen if 
healthcare is provided more efficiently and we squeeze monopoly rents out of the healthcare 
system. 

The Cost of Coverage with the Existing System of Fragmented Private Health Insurance 
What would be the cost of healthcare with universal access through a public program? Estimates 
begin with estimates of the cost of coverage under the existing system, before adding the extra 
cost of a universal program and subtracting any projected savings. The results of this exercise are 
in Table 2. For each activity, such as hospitals or pharmaceuticals, I use estimates from the 
Center for Medicare and Medicaid Services (CMS) available on the state level, most recently for 
2019.20 To adjust these spending estimates to 2027 and 2029, I raise each by the rate of inflation 

 
18 Robert Wood Johnson and University of Wisconsin, Population Health Institute, “County Health Rankings.” 
 
19 Much of the excess mortality experienced in the US during Covid may be explained by financial barriers to 
access. Among adults over 50, 31% went without healthcare because of cost, 5 times the rate in other countries; 
Barnay and Defebvre, “The First COVID Wave”; Campbell et al., “Exacerbation of COVID-19 Mortality by the 
Fragmented United States Healthcare System”; Galvani et al., “Universal Healthcare as Pandemic Preparedness.” 
 
20 US Government, CMS, “US State Estimates by State of Residence -- Health Expenditures” CMS does not include 
administrative costs in its estimates, including costs within the insurance industry.  I have estimated these by 
applying administrative ratios (the “Medical Loss Ratio”) for the different insurers in Utah.  Because these data are 
for 2019, it has been necessary to extrapolate forward using estimates of the increase in per capita spending in 
Utah as described in the text. The MLRs are from Wilson, “An Overview of Healthcare Expenditures in the State of 
Utah.” 
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in healthcare spending per capita to estimate per capita for each health-care service in Utah for 
2000 to 2019. I estimate total spending as per capita spending times the population in each year, 
where population is estimated assuming the annual rate of population increase for 2000-19 
continues. 

I make two further adjustments to account for universal coverage and universal access.  

First, I assume that those who are currently uninsured will increase their utilization of healthcare. 
While this includes 9% of the population, it will increase spending by less than that because the 
uninsured tend to be relatively young and healthy, and because they are already using healthcare, 
either from charitable support or out-of-pocket.21 For this reason, an increase in insurance of 9% 
would be associated with an increase in spending of barely 2.5% percent. 

In addition, I assume that removing most deductibles and co-pays will increase utilization. While 
this will have real benefits in health and economic efficiency, and may reduce complications and 
cost in the future, it will involve immediate expenses.22 The impact of reduced cost-sharing 
(deductibles and co-pays) has been the subject of significant research.  One of the best studies, 
used by CMS, is by Brot et al. who found that moving to a high-deductible plan with significant 
deductibles and co-pays was associated with a reduction in spending of 11-15%.23 These 
estimates are a little higher than those used by CMS, which estimates the general effect on 
utilization of changes in the actuarial value (AV) of insurance plans, or the share of costs 
covered by insurance. In Utah, the current AV of insurance plans is about 82% percent, including 
public plans. Using the CMS estimates, moving up to 96%, with full coverage of medical 
expenses, would increase utilization by over 5%.24 To this we need to add an adjustment for 
activities outside of the CMS calculation of AV, including dental and home healthcare. I adjust 
utilization in these activities by extrapolating from the estimate from the CMS projection of the 
relationship between AV and utilization and the current insurance rates for dental, home 
healthcare, nursing care, and other services. 

 
21 Hadley and Holahan, “The Cost of Care for the Uninsured: What Do We Spend, Who Pays, and What Would Full 
Coverage Add to Medical Spending.” 
 
22 Experience has been that new systems of universal coverage have had relatively small effects on total utilization. 
It may be that physicians have reallocated their time to needy patients previously unable to access care by 
reducing low-value care provided relatively affluent patients. Cheng and Chiang, “The Effect of Universal Health 
Insurance on Health Care Utilization in Taiwan. Results from a Natural Experiment”; Enterline et al., “The 
Distribution of Medical Services before and after Free Medical Care — The Quebec Experience”; There is also 
evidence that increased access to primary care may lead to future cost savings. See Fruge, “Impact of Primary Care 
on Healthcare Cost and Population Health: A Literature Review”; Reschovsky et al., “Paying More for Primary Care: 
Can It Help Bend the Medicare Cost Curve?”; There may also be supply constraints on the provision of healthcare 
to new patients, especially if a new system limits the prices of services; see Clemens, Gottlieb, and Hicks, “How 
Would Medicare for All Affect Health System Capacity?” 
 
23 Brot-Goldberg et al., “What Does a Deductible Do?” 
 
24 Pope et al., “Risk Transfer Formula for Individual and Small Group Markets Under the Affordable Care Act.” 
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Integrating Medicare and Medicaid into a Universal Program 
Medicaid currently reimburses at rates as low as 80% of those of Medicare. This is greatly 
inequitable for Medicaid providers, who are paid less than other providers for the same services. 
It also makes it difficult for Medicaid recipients to access care. This discrimination will no 
longer be possible when all residents are in the same health plan. The required price increase 
must be added to the cost of the program. 

Currently, Medicare recipients who are not dual eligible (that is, are not on Medicaid) may enroll 
at their own expense in Medicare Part B at a cost of over $165 a month.25 The Act would provide 
Medicare recipients with care under the same circumstances as other residents, regardless of 
whether they pay these premiums. Therefore there would be no reason for them to continue 
enrolling in Part B. However, unless the premiums are paid, Utah Cares would lose access to 
Medicare Part B funds. Therefore, it will have to pick up this cost, a significant benefit to the 
elderly.26 

Total Costs for System Improvements 
Coverage expansion to the uninsured and the underinsured is projected to add $3.4 billion to 
healthcare spending in 2027. With the full integration of Medicaid and Medicare by 2029, 
including covering Medicare Part B premiums, the cost of system improvements rises to $4.7 
billion in 2029. 

Savings from Moving to Utah Cares: Provider Administration 
American health care providers (hospitals, physicians, etc.) spend significantly more time on 
administrative tasks than do their counterparts in countries with universal coverage systems.27  
Physicians in the U.S., for example, devote one-sixth of their work hours to administration, 
including bill processing, which is four times the time spent by their Canadian counterparts.28  

 
25 Of course, the premium may be expected to rise by 2027. I have assumed that it will increase at the rate of 
increase in per capita healthcare spending. 
26 An alternative would be to make Part B premium payments a requirement for access to benefits.  This would 
mean that seniors would be the only ones charged a premium for access to Utah Cares benefits 
27 Reducing time spent on administrative tasks will free provider energies and time for patient care, easing the 
supply constraint mentioned above.  If an improved administrative system free 10% of physician time from 
insurance paperwork, that would provide more than the time needed to treat the uninsured and underinsured, 
and would also protect provider income even with some reduction in prices.  
28 Congressional Budget Office, “How CBO Analyzes Proposals for a Single-Payer Health Care System | 
Congressional Budget Office”; Shrank, Rogstad, and Parekh, “Waste in the US Health Care System”; Himmelstein, 
“A Comparison of Hospital Administrative Costs in Eight Nations”; Woolhandler, Campbell, and Himmelstein, “Cost 
of Health Care Administration in the United States and Canada”; Jiwani et al., “Billing and Insurance-Related 
Administrative Costs in United States’ Health Care: Synthesis of Micro-Costing Evidence”; Himmelstein, Campbell, 
and Woolhandler, “Health Care Administrative Costs in the United States and Canada, 2017”; Berwick and 
Hackbarth, “Eliminating Waste in US Health Care”; Woolhandler and Himmelstein, “Administrative Work 
Consumes One-Sixth of U.S. Physicians’ Working Hours and Lowers Their Career Satisfaction”; Morra et al., “US 
Physician Practices Versus Canadians”; Holmgren et al., “Assessment of Electronic Health Record Use Between US 
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Updating electronic records (used not only for patient care but for billing) requires an average of 
16 minutes of physician time per patient visit.29 It costs much more to process bills in our system 
than in other countries; the Commonwealth Fund reports that doctors report “wasting time on 
billing and insurance claims.” Even other countries that rely on private health insurers, like 
Switzerland or the Netherlands, reduce the administrative burden for providers through 
regulations that standardize benefit packages and payment systems.30 (Note that this does not 
include the substantial expense borne by employers and plan enrollees for processing bills to the 
insurance industry.31) 

Simplifying the reimbursement process would save physicians nearly six hours a week, 
equivalent to more than a 10% increase in the available supply of physicians.32  If Utah health 
care providers, including hospitals, nurses, and physicians, were to spend, proportionally, only as 
much on administration as do providers in Canada, or of revenue instead of  24% percent, they 
would save nearly nine billion dollars on administrative costs. 

Savings from provider administration will be captured by Utah Cares through lower 
reimbursement rates, leaving physician incomes secure.33 Physicians will benefit from higher 
Medicaid reimbursements as well as higher utilization, especially from those now uninsured or 
underinsured. 

Savings from Moving to Utah Cares: Insurance Administration 
In the current system, nearly 10% of total spending goes to the administration of the insurance 
system—including private insurance and employer-sponsored self-insured plans (which are 

 
and Non-US Health Systems”; Cutler and Ly, “The (Paper) Work of Medicine: Understanding International Medical 
Costs.” 
 
29 Overhage and McCallie, “Physician Time Spent Using the Electronic Health Record During Outpatient 
Encounters”; Holmgren et al., “Assessment of Electronic Health Record Use Between US and Non-US Health 
Systems”; Downing, Bates, and Longhurst, “Physician Burnout in the Electronic Health Record Era.” 
 
30 Schneider et al., “Mirror, Mirror 2017: International Comparison Reflects Flaws and Opportunities for Better U.S. 
Health Care”; Shrank, Rogstad, and Parekh, “Waste in the US Health Care System”; Blanchfield et al., “Saving 
Billions Of Dollars—And Physicians’ Time—By Streamlining Billing Practices”; Emanuel, Which Country Has the 
World’s Best Health Care? 
 
31 Pfeffer, “Magnitude and Effects of ‘Sludge’ in Benefits Administration.” 
 
32 A 2005 study found that California physicians spent 41% of their revenue on administrative activities, including 
14% directly on billing and insurance related expenses; Kahn et al., “The Cost Of Health Insurance Administration In 
California”; Adopting a better system will increase the supply of doctors because the current financing system 
contributes to physician burnout by piling administrative sludge on practitioners. Downing, Bates, and Longhurst, 
“Physician Burnout in the Electronic Health Record Era.” 
 
33 Note that this will have the perverse effect of locking in higher reimbursements for less efficient providers while 
penalizing those who are already operating efficiently in that billing activities. 
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administered much like insurance)—as well as on government insurance programs. And this 
does not even include the vast cost of administration to the general public. Private health insurers 
in Utah account for the bulk of this spending. They spend over 20% of premiums on 
administrative activities, including redundant bill reviews, medical review programs, and other 
overhead, plus profit.34 Salaries are also much higher for managers in private health insurers. The 
head of the Centers for Medicare and Medicaid Services, responsible for health insurance 
programs covering nearly half the population of the United States, is paid a bit less than 
$250,000. By contrast, the CEOs of seven large health insurers averaged over $16 million per 
year in compensation in 2016. The average health insurance CEO is paid more in a week than the 
CMS head is paid in a year.35 

Private insurers also waste resources in other ways. Competition leads them to spend money on 
advertising and marketing their competing plans, spending that cures no illness and provides no 
health care. Many insurers are too small to realize the scale economies possible with a large 
billing network. Traditional Medicare operates with a medical loss ratio (MLR) of over 98%, 
meaning that less than 2% of its spending is for administrative activities, saving over 10% 
compared to private insurance.36 Despite the greater efficiency of public programs, the private 
system of administrative waste has spread to the public sector through the Medicare Advantage 
plans and to Medicaid (through managed care programs).37 Maintaining dual public-private 
systems also inflates public costs because it requires eligibility checks for access to public 
programs. For Medicare, this can be done relatively cheaply by checking birth certificates. Public 
safety-net programs like Medicaid and CHIP, however, spend significant funds policing 
eligibility. The limited range of public insurance has also undermined efficiency by leading 
individuals to seek supplemental private coverage. Overhead costs are even higher in the 
individual insurance market, including the Medigap policies purchased by many seniors to cover 

 
34 Even under the ACA, government measures of insurance company MLR leave extensive scope for insurance 
companies to pass off administrative costs as medical costs. Allowable expenses include “educational outreach to 
members, utilization management, case management, disease management, and quality management.” In 
addition, the time period allowed for medical expenses, net premiums, and re-insurance recovery are not 
consistently defined, leaving room for companies to inflate their MLR; Families USA, “Medical Loss Ratios: Evidence 
from the States”; Naumburg, “Medical Loss Ratios in Maryland”; The Affordable Care Act sets limits on 
administrative waste with minimum MLR of 85% for group plans and 80% for individual plans. Nationally, health 
insurers refunded over $2.6 billion in excessive administrative charges under the ACA in 2020 to nearly 8 million 
subscribers; Fehr and 2020, “Data Note”; a California estimate is that the MLR there is only 82%; Kahn et al., “The 
Cost Of Health Insurance Administration In California.” 
 
35 Baker, “Top Health Care CEOs Made $1.7 Billion Last Year.” 
 
36 Cai et al., “Projected Costs of Single-Payer Healthcare Financing in the United States”; Frank and Milhaupt, 
“Profits, Medical Loss Ratios, and the Ownership Structure of Medicare Advantage Plans.” 
 
37 Gruber, “Delivering Public Health Insurance through Private Plan Choice in the United States.” 
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insurance costs not covered by Medicare. Indeed, last year’s MLR in the individual market fell to 
under 80%, with over one fifth of all spending going to administration.38 

Raising the MLR to the level of traditional Medicare, 98%, would save Utah over three billion 
dollars in 2027 and more in 2029 with savings from simplifying the administration of 
Medicaid.39 In addition, eliminating the need to identify and administer private insurance plans 
would save employers over $300 million more, and even more for both employers and their 
employees in reduced time and stress from problems accessing benefits through the private 
insurance industry.40 

Savings from Moving to Utah Cares: Eliminating Monopoly Rents: Hospitals and Other Providers 
In his seminal article on health economics, Nobel Prize-winning economist Kenneth Arrow 
warned that health-care markets tend toward monopoly because of the combination of 
asymmetric information—where the sick lack information about the proper treatment of their 
illnesses—and economies of scale in medical facilities, like hospitals.41 Until the 1970s, 
monopoly pricing was restrained by state regulations, by the force of professional mores, and by 
the culture of not-for-profit communities.42 The demise of rate setting, and the replacement of 
mores and non-profit values with financial incentives, has liberated the managers of hospitals 
and pharmaceutical and equipment manufacturers to use monopoly power to raise prices and 
profits and to expand their power through forming alliances and through collusion.43 

The virtually unfettered exercise of monopoly power accounts for much of the higher prices 
Americans pay for healthcare. It has transferred wealth from businesses and ordinary people to 
the owners of a few giant healthcare corporations and their top management. Public attention has 

 
38 Fehr and 2020, “Data Note.” 
 
39 While Medicaid has a higher MLR than private health insurance, eligibility checks and other administrative 
expenses make it less efficient than Medicare so integrating into a single system will achieve some savings; see 
Wilson, “An Overview of Healthcare Expenditures in the State of Utah.” 
 
40 While they could be captured through employment fees, these savings are not included in our estimate of the 
funding program. They are left as benefits to employers and their workers; Pfeffer, “Magnitude and Effects of 
‘Sludge’ in Benefits Administration”; Hancock, “Churning, Confusion And Disruption — The Dark Side Of 
Marketplace Coverage.” 
 
41 Arrow, “Uncertainty and the Welfare Economics of Medical Care”; Reinhardt, “Economists in Health Care.” 
 
42 McDonough, “Tracking the Demise of State Hospital Rate Setting”; Anderson, “All-Payer Rate Setting”; Anderson 
and Herring, “The All-Payer Rate Setting Model for Pricing Medical Services and Drugs.” 
 
43 There is always a danger that providers will gain control over rate setting. To some degree this is happened for 
medical specialists; see Laugesen, Fixing Medical Prices. 
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been focused on pharmaceutical and drug prices—even the Trump Administration charged that 
drug prices are about twice as high in the United States as elsewhere (see Figure 10).44 

The attention paid to pharmaceutical prices should not distract from other areas of monopoly 
pricing. A decade ago, reviewing data for Massachusetts hospitals, the Commonwealth’s 
Attorney General warned that elite hospitals were charging prices four to five times as high as 
other providers for the same service.45 Other studies have found that the consolidation of hospital 
networks and physician practices has pushed up prices and inflated managerial salaries.  The 
median charge for inpatient procedures in California districts where a large share of hospital 
patients is treated within a single hospital network is nearly double that in districts with less 
market concentration.46 The purchase of a growing share of physician practices by hospital 
networks, and the subsequent steering of patients, has only made the situation worse, raising 
prices for powerful hospital networks.47 

We see the same pattern in Utah where larger hospitals are able to use the greater market power 
that comes from size to charge higher prices. Using the All Payer Claims Database, we have 
been able to compare the prices charged for five particular services by hospitals with the average 
patient load of the hospitals.48 In Utah, large hospitals in urban centers charge higher prices than 

 
44 Amazingly, their recommendation is to raise prices elsewhere; Council of Economic Advisers, “Reforming 
Biopharmaceutical Pricing at Home and Abroad”; Cicchiello and Gustafsson, “Brand-Name Drug Prices”; McKinsey 
Global Institute, “Accounting for the Cost of Health Care in the United States”; Frank and Hannick, “Five Things to 
Understand about Pharmaceutical R&D”; Lazonick et al., “US Pharma’s Financialized Business Model.” 
 
45 Office of Massachusetts Attorney General Martha Coakley, “Investigation of Health Care Cost Trends and Cost 
Drivers”; Coakley, “Examination of Health Care Cost Trends and Cost Drivers  Pursuant to G.L. c. 118G, § 6½(b) 
Report, 2011.” 
 
46 Nicholas C. Petris Center on Health Care Markets and Consumer Welfare, “Consolidation in California’s Health 
Care Market 2010-2016: Impact on Prices and ACA Premiums”; Also see Bai and Anderson, “Extreme Markup”; 
Abelson, “Hospital Prices”; Meier, Creswell, and McGinty, “Hospital Billing Varies Wildly, U.S. Data Shows”; Lopez, 
Jacobson, and Levitt, “How Much More Than Medicare Do Private Insurers Pay?”; American Hospital Association, 
“Underpayment by Medicare and Medicaid Fact Sheet.” 
 
47 PAI-Avalere, “Physicians Advocacy Institute > PAI Research > Physician Employment and Practice Acquisitions 
Trends: 2019-21”; Abelson, “High Medical Bills Set Up Major Legal Showdown in California Sutter Health, the Big 
Hospital Group, Is Accused of Abusing Its Market Power to Charge Higher Prices.”; Abelson, “Many Hospitals 
Charge Double or Even Triple What Medicare Would Pay”; Squires and Blumenthal, “Do Small Physician Practices 
Have a Future?” 
 
48 This is the procedure used in Massachusetts except that the data are for all hospital charges while the 
Massachusetts Attorney General only had data for one insurer; see Utah Department of Health and Human 
Services, “About the All Payer Claims Data | DHHS Healthcare Information and Analysis Programs” The conditions 
studied here include abdominal hernia, appendicitis and other appendiceal conditions, fracture of the upper limb 
(initial encounter), open wounds to limbs (initial encounter), stress fracture (initial encounter), and urinary tract 
infections. 
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smaller hospitals for the same services. For these conditions, we find that the largest hospitals, 
those treating 500 or more patients for the five conditions studied here, charge an average price 
almost twice that of hospitals with 200 patients, and 250% that charged in small hospitals with 
50 patients (see Figure 12).49 If the prices charged at hospitals charging above the average for 
Utah hospitals were lowered to the Utah hospital average for these five conditions, accounting 
for 0.6% of all hospital discharges, alone the savings would be almost $40 million in 2022.  

Individual health insurers lack the market clout to resist the demands of networks and elite (so-
called “must-have”)  hospitals. Acting as individuals, they have been unable to bring down even 
the most exorbitant prices charged at these facilities. They acknowledged this during the debate 
over the Affordable Care Act when insurance industry lobbyists—notably Karen Ignagni of 
America’s Health Insurance Plans (AHIP)—supported Obama Administration initiatives in 
alliance with Administration economists who sought to strengthen insurance companies against 
hospitals and drug companies.50 So-called must-have hospitals have the market power to force 
private insurance plans to accept high prices in order to maintain access to hospitals and their 
networks for their members. In any case, insurance plans have only a weak incentive to resist 
these hospitals because the plans can pass higher costs along in higher premiums.51 As a result, 
expectations that private insurance plans will resist prior hospital prices have been disappointed, 
across the country as well as in Utah.52  

Only one insurer currently has market power to balance that of elite hospitals with control over 
provider networks: the Centers for Medicare and Medicaid Services, supervising the Medicaid 
and Medicare programs. Using its market power, CMS has been able to restrain hospital price 
increases and the smaller increases in physician prices, holding down the rate of inflation in 
healthcare. This has created a growing gap between the high prices charged by private health 
insurers and the price hospitals charge Medicare, although there is some evidence that Medicare 
rates may be as much as 9% below the actual cost (including both variable and average fixed 
costs) of providing hospital services.53 In the case of Medicaid, reimbursement rates are 

 
49 Note that the price data used here includes the Medicaid and Medicare prices, where government mandate 
limits price variation. 
50 Bob Herman, “Seismic Changes in the Health Insurance Industry Bring Opportunities and Friction,” accessed 
September 10, 2017, http://www.modernhealth care.com/article/20160130/MAGAZINE/301309964; Paul Starr, 
Remedy and Reaction, the Peculiar American Struggle over Health Care Reform (New Haven: Yale University Press, 
2011), http://site.ebrary.com/lib/amherst/Doc?id=10506565; Brill, America’s Bitter Pill. 
51 The elasticity of demand for health insurance, even for plans provided by any individual company, is quite low. 
52 Barry Meier, Julie Creswell, and Jo Craven McGinty, “Hospital Billing Varies Wildly, U.S. Data Shows,” The New 
York Times, May 8, 2013, http://www.nytimes.com/2013/05/08/business/hospital-billing-varies-wildly-us-data-
shows.html; Office of Massachusetts Attorney General Martha Coakley, “Investigation of Health Care Cost Trends 
and Cost Drivers.” 
53 Lopez, Jacobson, and Levitt, “How Much More Than Medicare Do Private Insurers Pay?”; Rand Corporation, 
“Hospitals Are Paid Twice as Much (or More) by Private Insurers than Medicare, Study Finds”; Berenson, 
“Addressing Pricing Power in Health Care Markets: Principles and Policy Options to Strengthen and Shape Markets 
The Final Report of the Academy’s Panel on Pricing Power in Health Care Markets”; Koller and Khullar, “The 
Commercial Differential for Hospital Prices.” 
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substantially lower than Medicare, making it difficult for Medicaid recipients to find physicians 
willing to provide services at these low rates.54 

Lowering hospital prices to Medicare rates with an increase in these rates of 10% would save 
over a billion dollars in 2027 and even more in 2029, even while providing more funding for 
those smaller and safety net hospitals currently receiving lower prices for services.55 While all 
hospitals would also gain from raising Medicaid rates, increased utilization by the insured, and 
payment for the uninsured currently receiving free care, the greatest gains would go to those who 
treat many on Medicaid and the uninsured: safety net hospitals and those in rural areas. (Utah 
hospitals in 2019 provided over $400 million in free care. Virtually all of this would be covered 
by the Utah Cares plan, over 1/3 of the revenue to be lost from lower prices, although, again, 
much of this gain would be for smaller and safety net hospitals, not for the large, must-have 
hospitals losing from lower prices.56) While some physicians would receive lower prices from 
the elimination of monopoly pricing, among some providers, physicians as a whole would gain 
more from higher Medicaid rates and extensions in coverage than they would lose from lower 
prices. Overall, eliminating monopoly profits would reduce some hospitals’ ability to accumulate 
reserves, to reimburse investors in the case of for-profit hospitals, and would compel them to 
lower their often-inflated managerial salaries and ambitious investment plans.57 It may be 
difficult for these hospitals to unwind these activities quickly.58 It may be advisable to reduce 
prices gradually, perhaps over a four-year period with reductions of 25% in excess of prices each 
year.59 

 
54 Kaiser Family Foundation, “Medicaid-to-Medicare Fee Index”; Rickert, “Do Medicare And Medicaid Payment 
Rates Really Threaten Physicians with Bankruptcy?” 
 
55 Note that these savings are substantially less then would be projected from the hospital price study referenced 
above. In part, this is because prices would be increased for many small and rural hospitals currently charging less 
than large urban hospitals with market power, such as the University of Utah Hospital or Intermountain Medical 
Center, both with the prices and patient load well above average. 
56 Lown Institute, “Nonprofit Hospitals Receive Billions More in Tax Breaks than They Invest in Their Communities.” 
 
57 The effect of price reductions for these must-have hospitals will be mitigated because Medicare +10% prices will 
not be mandated for nonresident (non-Utah) patients. Over 5% of Utah personal healthcare spending is by out-of-
state residents, including over 10% of hospital spending, and these patients are concentrated in major hospital 
centers, like the University of Utah Hospital system.  Surplus revenue from treating these patients will continue to 
be available for these hospital systems. 
58 Cai and Kahn, “Medicare For All Would Improve Hospital Financing | Health Affairs Blog”; Pany, Biniek, and 
Neuman, “Price Regulation, Global Budgets, and Spending Targets.” 
 
59 This gradual reduction is the approach followed by the CBO in Congressional Budget Office, “How CBO Analyzes 
Proposals for a Single-Payer Health Care System | Congressional Budget Office.” 
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Savings from Moving to Utah Cares: Eliminating Monopoly Rents: Prescription Drugs and Medical 
DevicesSavings from moving to Utah Cares: eliminating monopoly rents: prescription drugs and 
medical devices 
The unfettered exercise of monopoly power has been especially toxic for Americans who need 
prescription drugs.  A comprehensive survey published in 2007 found that drug prices are about 
60% higher in the United States than in Europe or Canada.60 More recent studies, including by 
the Trump Administration, suggest that this now understates the penalty Americans now pay 
because drug prices may now be double those paid elsewhere. Because of higher prices charged 
in the United States, over 40% of pharmaceutical company revenue for twelve leading 
multinational pharmaceutical companies comes from the United States, and direct comparisons 
of particular drugs show American prices are often dramatically higher (see Figure 10).61 Prices 
in the United States range from 3.2 times the Canadian price to 9.3 times as high (see Figure 10).  
The International Federation of Health Plans found that, for eight common drugs, the price in the 
United States is, on average, over three times the average price in Canada, England, or the 
Netherlands.  In no case is the United States’ price lower, and for only two drugs (Enbrel and 
Humira) are prices in the United States less than twice the price paid in other countries.62 For 
example, a treatment of cancer drug Gleevac costs $6,214 in the United States but only $1,141 in 
Canada; a multiple sclerosis drug Copaxone costs $3,875 in the United States but only $862 in 
England; and an acid reflux drug Nexium costs $215 in the United States but only $23 in the 
Netherlands.63  

Inflated drug prices reflect the market power of companies whose brand reputation is reinforced 
by patent protection and the lack of an effective check by our fragmented insurance industry.  
Producers charge inflated prices derived from market power, although they could still profit from 
providing the same product even at a much lower price.64 When market power is reduced with 
the removal of patent protection, for example, patients can buy the same drug for much lower 

 
60 McKinsey Global Institute, “Accounting for the Cost of Health Care in the United States”; International 
Federation of Health Plans, “2013 Comparative Price Report: Variation in Medical and Hospital Prices by Country”; 
Kesselheim, Avorn, and Sarpatwari, “The High Cost of Prescription Drugs in the United States.” 
 
61 International Federation of Health Plans, “2013 Comparative Price Report: Variation in Medical and Hospital 
Prices by Country.” 
 
62 International Federation of Health Plans. 
 
63 International Federation of Health Plans. 
 
64 At $1000 per pill in the United States, $84,000 for a full course of treatment, Gilead Science’s Hepatitis C drug 
Sovaldi has produced more profit in one year than Gilead spent on R and D for over a decade. Almost half of all 
revenue to Gilead in 2014 was profit. Despite large sales elsewhere, 84% of Sovaldi revenues were in the United 
States because of hard bargaining by foreign governments and insurers to secure lower prices than are paid by 
Americans; Belk, “Gilead Sciences”; Pollack, “Gilead Revenue Soars on Hepatitis C Drug.” 
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prices. When a drug goes “off patent,” the entry of two new producers typically lowers prices by 
half, and prices fall by over 80% when there are eight or more producers.65     

Some Americans pay less for drugs. Negotiating directly to buy drugs in bulk, the Veterans 
Administration provides drugs at half the price paid by other Americans.66 With a population of 
over three million, Utah is as large as some small European countries with much lower drug 
prices.67 A single agency negotiating prices for four million residents should be able to negotiate 
dramatically lower prices. Bringing prices down by 60%, comparable to the savings achieved by 
the Veterans Administration, would save nearly a billion dollars in 2027 and more in 2029.   

Americans also pay much more for medical devices than do residents of countries where 
government regulation and negotiation bring prices closer to the marginal cost of production. A 
recent paper found that cardiac implants are between two and six times as expensive in the 
United States as in Germany or the United Kingdom. It also found significant price variation 
between different hospitals in the United States, further supporting the view that some device 
manufacturers are able to exercise market power to drive the price of the devices well above the 
cost of production.68 Prices vary as well for other devices. A DonJoy Tru-Pull Advanced knee 
brace can be purchased directly from a Canadian supplier for $141 but charges $774 in 
Massachusetts.69  

It is projected that direct bargaining over the price of medical equipment will save at the same 
rate as pharmaceuticals, saving over $100 million.70    

 
65 Health, “About the Center for Drug Evaluation and Research - Generic Competition and Drug Prices”; Baker, “A 
Free Market Solution for Prescription Drug Crises.” 
 
66 Frakt, Pizer, and Feldman, “Should Medicare Adopt the Veterans Health Administration Formulary?”; 
Blumenthal and Squires, “Drug Price Control”; Congressional Budget Office, “Comparing the Costs of the Veterans’ 
Health Care System With Private-Sector Costs.” 
 
67 Bagalman, “The Number of Veterans That Use VA Health Care Services: A Fact Sheet”; a study of 11 countries 
found those with single-payer insurance system had lower drug prices and bargaining power largely explains 
higher drug spending in the United States; see Morgan, Leopold, and Wagner, “Drivers of Expenditure on Primary 
Care Prescription Drugs in 10 High-Income Countries with Universal Health Coverage.” 
 
68 Wenzl and Mossialos, “Prices For Cardiac Implant Devices May Be Up To Six Times Higher In The US Than In 
Some European Countries”; Henschke and Redberg, “Medical Device Price Differentials In The U.S. And Europe – 
Rethinking Price Regulation?”; Herman, “Medical Devices Cost More in U.S. than in Similar Countries.” 
 
69 OrthoMed Canada, “Knee Braces for Patellofemoral Pain Syndrome - OrthoMed Canada” the Massachusetts 
price was the bill to my wife’s insurer.  Her insurer paid $370 and billed her for $74 copay. 
 
70 McKinsey Global Institute, “Accounting for the Cost of Health Care in the United States,” 56. As is done with the 
VA, the state would establish a formulary list of covered drugs and negotiate prices with producers. It would then 
make these drugs available at the reduced prices to pharmacies and other private vendors; see National 
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Waste and Fraud 
Fraudulent billing—including duplicate billing and billing for services not rendered—accounts 
for 3-10% of healthcare spending in the United States, including an error rate in Federal 
programs of over 9%.71 This includes the “accidental fraud” caused by duplicate billing due to 
the confusing nature of the insurance process.72 A single-payer authority would reduce fraud in 
three ways. Eliminating multiple payers would immediately eliminate the possibility of duplicate 
billing. It would also simplify the process of tracking bills. Finally, public authorities have 
greater subpoena and prosecutorial powers, giving them more power to stop fraud. 

Within the Medicare Advantage program, for one, there could be substantial savings from 
reduced fraud, including as much as 7% from reducing upcoding, or the overstatement of 
diagnoses in order to gain higher payments under the Medicare risk-adjustment program.73 By 
reducing fraud and “accidental” overcharging, Utah could, conservatively, save 2% of total costs, 
or over $500 million in 2027 and more later as the system expands to include Medicaid and 
Medicare.74  

Opportunities to Bend the Cost Curve 
The high cost of healthcare in the United States is largely due to relatively rapid inflation in the 
price of healthcare over the last half century. Since 1975, healthcare prices in the United States 
have risen by 1.75 percentage points per year faster than the general rate of inflation. By 
contrast, in Canada, with its national health insurance system, healthcare prices have risen only 
0.25 percentage points above the general rate of inflation, and in the last 20 years have risen at a 
slower rate than nonmedical prices.75 Over more than half a century, this 1.5% per annum 
difference more than accounts for healthcare spending in the United States having risen to more 

 
Committee to Preserve Social Security and Medicare, “Price Negotiation for the Medicare Drug Program: It Is Time 
to Lower Costs for Seniors.” 
 
71 King and General Accounting Office, “Medicare and Medicaid Fraud, Waste, and Abuse”; National Health Care 
Anti-Fraud Association, “Testimony of the National Health Care Anti-Fraud Association to the House Insurance 
Committee”; Shrank, Rogstad, and Parekh, “Waste in the US HealthCare System” puts the number a bit lower, at 
about 1%, which is the savings rate used here. 
 
72 Anyone who has tried to interpret a hospital bill can appreciate how easy it would be to make mistakes. 
73 MedPac, “The Medicare Advantage Program: Status Report,” 46; Cunningham-Cook and Perez, “The $20 Billion 
Scam At The Heart Of Medicare Advantage.” 
 
74 This savings estimate is made after taking account of increases in utilization due to the universal coverage plans, 
extension of coverage, and removal of copayments and deductibles.  The estimate of savings from fraud reduction 
is conservative compared with, for example, the Lewin Group, which regularly assumes that 5% of claims are 
fraudulent.  Twenty percent of these errors would be detected with enhanced subpoena powers without taking 
account of the reduction in duplicate claims under a system like that proposed here.   
75 Canadian Institute for Health Information, “National Health Expenditure Trends | CIHI”; Bureau of Labor 
Statistics, “CPI Home”; Himmelstein and Woolhandler, “Cost Control in a Parallel Universe.” 
 



19 
 

than twice the level in Canada.76 Indeed, the gap would be even greater had there not been a 
significant decline in utilization of healthcare services in the United States relative to Canada.77 

Slowing the rate of increase in healthcare prices to Canadian levels would dramatically reduce 
future healthcare costs. I am not assuming such success here. In my 10-year projection (see 
Figure 11), I assume only a reduction in inflation of 1/6 as much (0.26% per annum) with a 
slowing of price inflation in prescription drugs and hospitals to the rate of inflation in physician 
services. Over 10 years, even this relatively small change in the rate of healthcare inflation 
lowers healthcare spending in Utah by 14%. 

There are tools within Utah Cares to slow healthcare inflation, often while providing better 
healthcare. Direct negotiation of drug prices is one such tool. With a pharmaceutical market 
comparable to small European countries, Utah would be in a strong position to negotiate such 
prices. Entering into a compact with other states or large buyers would enhance its bargaining 
power further, as would a viable threat to manufacture generic drugs, as California has done in 
bringing down the cost of insulin.78  

Utah Cares could also bring down hospital price inflation. It could, for example, steer investment 
into areas of need and away from inefficient competition. A promising area of regulation might 
be a model of global budgeting, as is done in the state of Maryland. Alone among the states, 
Maryland in the 1980s did not abandon state regulation of hospital prices.79 By 2014, price 
regulation had lowered per capita healthcare prices in Maryland by 10% relative to the rest of the 
United States, including a nearly 30% decline in per capita cost of non-Medicare and non-
Medicaid admissions.  

Looking to move beyond price regulation, in 2014, Maryland implemented an All-Payer Model 
for hospitals, shifting the state’s hospitals to an annual, global budget encompassing inpatient 
and outpatient services.80 The premise of the all-payer approach, or “global budgeting,” is similar 
to that behind accountable care or health maintenance organizations. While fee-for-service 
rewards providers for providing services, a global budget rewards them for measures that reduce 
the cost of services provided, either by increasing efficiency, reducing the need for services, or 
denying services. The danger of a capitation or global budgeting approach is that providers have 
an incentive to deny or limit care in order to stay within budget or increase any budgetary 

 
76 Peterson-KFF, “How Does Health Spending in the U.S. Compare to Other Countries?” 
 
77 Real per capita spending rose by 2.1% in Canada compared to 1.1% in the United States. The gap is even larger 
after taking account of population aging and its effect on utilization demand. 
78 Mueller, “California Moves to Cap Insulin Cost at $30.” 
 
79 McDonough, “Tracking the Demise of State Hospital Rate Setting.” 
 
80 Center for Medicare & Medicaid Innovation, “Maryland All-Payer Model”; Sharfstein, Kinzer, and Colmers, “An 
Update on Maryland’s All-Payer Approach to Reforming the Delivery of ”; Sharfstein, Kinzer, and Colmers; 
Rajkumar et al., “Maryland’s All-Payer Approach to Delivery-System Reform.” 
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surplus. Maryland seeks to balance the approaches by blending fee-for-service and global 
budgeting by setting fees according to the position of the provider relative to the set budget. In 
this way, the state seeks to push hospitals to increase efficiency through measures like better care 
coordination to avoid duplication of services, and by reducing readmissions and potentially 
preventable complications. 

Since the implementation of global budgeting, Maryland hospital spending has decreased 
significantly compared to the national average.81 In each year since 2014, per capita hospital 
spending in Maryland has increased at less than the national average, with an average reduction 
of almost 2% per annum. Hospitals have responded to global budgeting with dramatic 
improvements in care, shown by a 52% reduction in preventable complications and 9% reduction 
in readmissions from 2014 to 2018. Maryland has by far the lowest cost of inpatient Covid-19 
treatment of any state.82 Overall, there have been very substantial savings for Marylanders. Had 
per capita national hospital spending increased at the same rate as in Maryland, hospital spending 
in the United States would have been $75 billion less in 2014, rising to $184 billion less in 2018, 
a reduction of almost 20%. 

In addition to financial savings, Mayland’s global budgeting system has been achieved with 
improvements in healthcare quality. Maryland hospitals have improved coordination with 
community health providers and opened “hotspot” clinics to address behavioral health and other 
high utilizers. To improve care and continuity of care, hospitals have invested in providing 
transportation to follow-up medical appointments and implementing patient education and 
telehealth programs. They have also expanded programs to address social determinants of health, 
including programs to house the homeless and job placement.83  

Establishing Utah Cares would allow Utah to achieve some of the improvements in health and 
finance that Maryland has gained. Financial stability and restraint could be gained by using the 
buying power of the program to establish global budgets for hospitals.84 Global budgets then 
would give hospitals proper incentives to promote preventive care and coordinate care to limit 
hospital stays, improving both finance and health. 

 
81 Maryland Department of Health, “Maryland’s All-Payer Model Results”; Maryland Department of Health, 
“Maryland’s All-Payer Hospital Model Results Performance Year Three Calendar Years 2014 through 2016.” 
 
82 Fair Health, “COVID-19  Treatment and  Hospitalization  Costs.” 
 
83 Maryland Hospital Association, “The Total Cost of Care Model: Uniquely Maryland, Uniquely Successful”; Sapra, 
Wunderlich, and Haft, “Maryland Total Cost of Care Model”; Maryland Department of Health, “Maryland’s All-
Payer Model Results”; Center for Medicare & Medicaid Innovation, “Maryland All-Payer Model”; Cohen, 
“MARYLAND’S ALL-PAYOR HOSPITAL PAYMENT SYSTEM.” 
 
84 Chu, “Global Budgeting of Hospitals in Hong Kong”; Murray, “Hospital Global Budgets”; Pany, Biniek, and 
Neuman, “Price Regulation, Global Budgets, and Spending Targets”; Langenbrunner, Cashin, and O’Dougherty, 
Designing and Implementing Health Care Provider Payment Systems; Wolfe and Moran, “Global Budgeting in the 
OECD Countries.” 
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Global budgets could also be adjusted to direct hospital services to areas of need, including to 
rural and safety net hospitals where considerations of profit have reduced needed services.85 
While Utah has fared better than some other states in protecting rural healthcare delivery, there 
are three rural hospitals at risk of closing, endangering healthcare for residents of these regions.86 
By providing a tool to direct funding where needed, Utah Cares would be able to protect the 
delivery of healthcare to all of Utah’s residents. 

Paying for a Better System 
Remaining Revenue from Existing Sources 
After taking account of the additional costs associated with universal access and the savings 
coming from improved administration and the reduction of monopoly profits, Utah would spend 
$39 billion in 2027 and $43 billion in 2029 with full implementation and the integration of 
Medicare and Medicaid.87 Spending in later years has been estimated on the assumption that 
spending increases will continue at a somewhat slower rate of increase than in the past years, 
about 0.4 percentage points slower than the rate of increase in recent years.88 Spending from 
2027 onward with the current system and with the Utah Cares program is in Figure 11. 

Existing revenue sources and remaining out-of-pocket spending will supply over $25 billion in 
2027 and $28 billion in 2029 (see Table 3). Funding levels in 2027 have been estimated from the 
most recent data on the assumption that past rates of increase will continue. Note that this is 
treating spending by public employers on employee and retiree health insurance in the same way 
as the treatment of private employers—that is, giving public employers a savings to the extent 
that their current spending, projected to be over $600 million in 2027, exceeds what they would 
be paying for participation in the Utah Cares program.89 

There are a few particular issues to note: 

● Medicare recipients cannot be compelled to receive coverage through Utah Cares, and, if 
many remain in traditional Medicare, it will compromise the program’s ability to capture 
savings from provider administration. Utah Cares encourages recipients to join by 

 
85 American Hospital Association, “Rural Report: Challenges Facing Rural Communities and the Roadmap to Ensure 
Local Access to High-Quality Affordable Care”; General Accountability Office, “RURAL HOSPITAL CLOSURES Number 
and Characteristics of Affected Hospitals and Contributing Factors.” 
 
86 Ellison, “892 Hospitals at Risk of Closure, State by State”; General Accountability Office, “RURAL HOSPITAL 
CLOSURES Number and Characteristics of Affected Hospitals and Contributing Factors”; Ellison, “The Rural Hospital 
Closure Crisis: 10 Things to Know.” 
 
87 I am assuming an actuarial rate of 96% with 4% of healthcare spending remaining out-of-pocket, including over-
the-counter medications and some non-medically necessary services, such as cable television in hospital rooms or 
procedures of dubious value. 
88 I assume that price inflation in hospital services and pharmaceuticals slows to the rate of inflation for physician 
services. 
89 Pike, “2021 Utah Health Insurance Market Report”; Pew Charitable Trust, “State Employee Health Plan 
Spending”; UPEA, “URS and PEHP Present Budget Projections for the Coming Fiscal Year.” 
 



22 
 

offering itself as a Medicare Part C program. With its very high AV and comprehensive 
benefits, the Utah Cares program will be more attractive than any alternative.90 

● Medicaid payments will increase with higher reimbursement rates and higher enrollment 
under the program. This will involve increased federal funding to Utah Cares. Medicaid 
is a state program, so there should be no obstacle to integrating it into the larger program 

● The VA will remain separate with its own funding and program. 
● “Other” is a catchall category that includes “worksite healthcare, other private revenues, 

Indian Health Service, workers’ compensation, general assistance, maternal and child 
health, vocational rehabilitation, other federal programs, Substance Abuse and Mental 
Health Services Administration, other state and local programs, and school health.”91 I 
have assumed that funding for these programs will continue as in the past and at past 
rates of increase. 

o Medical spending financed through Workers Comp, disability coverage, and 
automobile insurance is projected to come to over $860 million in 2027, and 
nearly a billion in 2029. While we are not including them here, these funds could 
be accessed to finance the Utah Cares program through a levy on these insurance 
programs.92  

New Revenue Sources 
Additional revenue to finance Utah Cares must be raised from the state’s residents from sources 
like those itemized in Table 4. In addition, I have estimated needed and available revenue over 
ten years under two alternative assumptions: immediate implementation of full savings, 
including price reductions, and reduction of hospital prices over four years (see Table 4). Using 
reported income data from the Bureau of Economic Analysis, I have estimated needed revenue 
needs under two alternative programs: a single rate set on payroll income and needed revenue as 
a share of consumption spending on the assumption of a gross receipts or sales levy.93 Revenue 
raised and projected surpluses are shown in Table 3.94 

I have also estimated the impact of Utah Cares on income for different groups in the population 
(see Figure 13). This demonstrates that even with premiums set at a fixed proportion of wage 
income or consumption, the funding programs given here are progressive in their impact.  
Moving from a health care system financed through lump-sum payments to one where payments 

 
90 Facing competition from Utah cares program, most, even all, private Medicare advantage programs will exit the 
state. 
91 US Government, CMS, “US State Estimates by State of Residence -- Health Expenditures.” 
 
92 The medical share of insurance programs is estimated from the Social Security Administration. Spending on 
Worker's Comp. and disability is from the Bureau of Labor Statistics, National Compensation Survey. Automobile 
insurance rates and the medical share (estimated at 4%) are from moneygeek.com. 
93 Unearned income includes income from interest, rents, profits, and dividends, Internal Revenue Service, “SOI 
Tax Stats Historic Table 2”; Bureau of Economic Analysis, “State Annual Personal Income.” 
 
94 A major advantage of the gross receipts levy is that it avoids any disincentive to business by not burdening 
employers, especially small employers.   
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are related to wages or consumption to income will inevitably benefit working households of 
lower and middle income, because these households spend a higher proportion of their income 
on healthcare and a fixed payment is a higher share of their income.95   

Because of the financial savings achieved through implementing Utah Cares, it will be possible 
to provide universal access to healthcare for all of the state’s residents at a lower cost than the 
current system (see Table 2 and Figure 10). So great are the savings that the additional revenues 
needed to finance the program are substantially less than the premiums and other cost sharing 
that employers and family members now pay for healthcare.96   

Other Considerations: Productivity and Health 
Should Utah continue on its current approach of containing healthcare costs by reducing access 
to care, it would be possible to stabilize healthcare spending at around 16.5% of state income.  
By contrast, adopting Utah Cares would dramatically reduce healthcare costs and put the state on 
a path to further reducing the burden of healthcare on individuals, governments, and businesses 
(see Figure 14). It would do this both by lowering the cost of care and by inaugurating a virtuous 
cycle that improves the efficiency of the Utah economy. 

Establishing Utah Cares will benefit businesses and workers by lowering the cost of healthcare, 
removing the burden of unfunded and unpredictable retiree healthcare costs. It will also eliminate 
job lock where workers are compelled to remain at a particular employment to maintain their 
health insurance.97 In assessing alternative health plans, the Congressional Budget Office 
recently concluded that replacing our current system of fragmented private health insurance 
would raise life expectancy, improve health, and raise labor productivity, increasing income and 
consumption as well as leisure time.98  Lowering the cost of operation will allow businesses to 
compete more effectively on national and international markets, increasing employment and 
income in the state. Businesses will also benefit directly by removing the cost of selecting and 
implementing health insurance programs for their workers. 

As demonstrated in Figures 3 and 7, improving access to healthcare will lead to reduced 
mortality and improved population health. These are ends in themselves. In addition, however, 
they have ancillary benefits. A healthier population is a more productive population.  Healthy 
workers miss fewer days due to illness, and lower stress is associated with better concentration 

 
95 Saez and Zucman, “Make No Mistake.” 
 
96 Spending for private insurance premiums and out-of-pocket in 2027 will at current trends be over $30 billion, or 
double the additional cost for the Utah cares program. 
97 Penn Wharton Budget Model, “Medicare for All.” 
 
98 Congressional Budget Office, “How CBO Analyzes Proposals for a Single-Payer Health Care System | 
Congressional Budget Office”; Nelson, “Economic Effects of Five Illustrative Single-Payer Health Care Systems: 
Working Paper 2022-02 | Congressional Budget Office.” 
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and higher productivity.99 An analysis across member nations in the OECD finds that not only 
are Preventable Years of Lives Lost (PYLL) associated with less access to healthcare, but 
increases in PYLL are associated with lower labor productivity.100  Putting these effects together, 
raising the share of the state’s residents who can afford to see a doctor from 87% up to 96% 
percent would be associated with a reduction in PYLL of almost 50% (from 6591 down to 3377) 
and an increase in labor productivity of8%, equivalent to over four years of productivity and 
income growth.101 Improving healthcare portability and lowering the cost to employers of 
healthcare will also raise productivity by improving the match of workers to jobs and 
encouraging investment. I assume that these effects, improving health and the business climate, 
will raise productivity by 11 percentage points spread out over 16 years.102 

The positive association between productivity and healthcare access creates a virtuous cycle 
where treating people better is itself productive, beneficial not only to those who directly benefit 
but to the entire community.103 Even those who will pay more will benefit from living in a 
healthier community with more productive workers. And higher productivity and income will 
allow lower premium rates than those given here under the static assumption of no increase in 
employment, income, and productivity (see Figure 14). It is even possible that increases in 
productivity might allow a reduction in the premiums needed to fund the program. 

  

 
99 Penn Wharton Budget Model, “By freeing the residents of Utah from private health insurance, and the grip of 
pharmaceutical corporations and other healthcare monopolies, Utah Cares will give them the healthcare they deserve 
at an affordable price.  More jobs, better healthcare, healthier businesses, healthier people, and more money in 
people’s pockets. Isn’t this exactly what the doctor orders?Medicare for All”; Wilkinson, The Spirit Level. 
 
100 As used here, PYLL is the sum fo all deaths of the number of remaining years up to age 70 for those who died of 
causes considered preventable. OECD, “Health Status - Potential Years of Life Lost - OECD Data.” 
 
101 Gordon, The Rise and Fall of American Growth. 
 
102 For similar estimates, see Penn Wharton Budget Model, “Medicare for All”; Nelson, “Economic Effects of Five 
Illustrative Single-Payer Health Care Systems: Working Paper 2022-02 | Congressional Budget Office.” 
 
103 Penn Wharton Budget Model, “Medicare for All”; Wilkinson, The Spirit Level; Ebeke and Ebeke, “The Missing 
Link between Income Inequality and Economic Growth”; Friedman, The Case for Medicare for All. 
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Appendix 1: Alternative Funding Arrangements to Reduce Burden on 
Low-income Families 

A funding program based on universal contribution, where everyone is liable, could raise the cost 
of healthcare to the poorest residents of Utah, including those currently covered by Medicaid 
who do not now pay for their care and those who have subsidized care under the Affordable Care 
Act or other public programs. This extra burden could be ameliorated by providing refunds for 
those low-income residents with the refunds paid for with higher contributions by others[1]. The 
cost of such a program and the required increase in the proposed contribution rates are shown in 
the table below under the assumption that residents whose reported household adjusted gross 
income on their federal return is under $25,000 will receive a refund at 100% of the average 
contribution for people of their income, and those with incomes between $25,000 and $50,000 
would receive a refund equal to 50% of the average contribution. 

Table A1.  Amended funding plan with protection for low-income households 

 
Share of all Utah 
households receiving 
refund 

Refund share 
of revenue 

New premium required to 
cover cost of Utah Cares 

Payroll premium of 
10.9% 47% 13.3% 12.6% 

Gross receipts 
premium of 6.8% 55% 6.9% 7.3% 

  

  
 

  

Appendix 2: Alternative Funding Arrangements to Reduce Burden of 
Premiums 

A variety of measures could be implemented within Utah Cares to lower the required premiums 
or to lessen the burden.  Twelve possibilities are itemized here. 
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1. All insurance programs need to maintain sufficient reserves to pay benefits through 
periods of unusually high levels of need or when premium revenues fall because of 
economic distress.[2] It is assumed here that Utah Cares requires reserves sufficient to 
weather a significant economic contraction plus a further 10% of needed spending in case 
of a sudden surge in demand. The largest economic downturn in recent decades came in 
2009 when wage income in Utah fell by 3.4%, 8.4% below trend. Adding this to 10% for 
reserves, Utah Cares should have reserves of nearly 19% of spending. [3]  

1. Comparable reserves are already available, held by the state’s private health 
insurers. These reserves, collected by surpluses from premiums above medical 
and other expenditures, properly belong to the residents of Utah and could be used 
to fund the needed reserves for Utah Cares. This would allow premiums to be set 
at the level of benefit and administrative costs without regard to accumulating 
reserves, that is, 10.9% of wages or 6.8% of gross receipts. 

2. It would be possible to accumulate reserves over 5 years by raising premiums to 
11.3% of wages or 7.13% of gross receipts.[4] 

3. It would be possible to accumulate reserves over 10 years by raising premiums to 
11.2% of wages or 7.08% of gross receipts. 

2. Many small businesses, including the self-employed, currently do not provide health 
insurance to their workers and would find it a burden to suddenly face premiums of over 
10% of wages. Their burden could be alleviated by exempting the first $50,000 or 
$100,000 in wage and salary income from the premium.  To fund this exemption, it 
would be necessary to raise the base rate by 0.36% or 0.72% of payroll.[5] 

3. The state of Utah and local governments currently offer health insurance to their workers 
at a cost of over $800 million, a substantial bonus for them from Utah Cares. Requiring 
maintenance of effort by these public authorities would allow a substantial reduction in 
the new premiums required.[6] 

4. Workers’ comprehensive insurance, disability insurance, and automobile coverage all 
have substantial health care components that are expected to cost nearly $1 b. in 2027.  
Requiring these plans to pay into the Utah Cares program would allow a reduction in the 
payroll premium of 0.73% or of the gross receipts premium of 0.46%.[7] 

5. Including dental, vision, and other (e.g. mental health and alternative therapies) and long-
term and home-care coverage in Utah Cares is a significant increase in the coverage 
available to residents.[8]  

1. Providing dental, vision, and other only to children and those below the Federal 
Poverty Line (eligible for Medicaid) would save over $3 billion. 

2. Providing long-term and home care only to children and those below the Federal 
Poverty Line (eligible for Medicaid) would save over nearly $500 million. 

6. Most health private health insurance plans, as well as the Federal Medicare program, 
have significant cost sharing. 
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1. Requiring households above the poverty line (e.g. non-Medicaid households) to 
pay a deductible of $500 would raise over $300 million.[9]   

2. A $20 copay for brand-name prescription drugs would lower premiums by about 
0.1%.[10] 

3. A $1600 deductible for elective surgery would generate $1.2 billion, lowering 
payroll premiums by 0.85% and gross receipts by 0.53%.[11] 

7. Exempting food from the general receipts tax would significantly reduce the premium 
burden on low-income households, funded with an increase in the rate of over 0.5% on 
other commodities.[12] 

Should all the program reductions be accepted, premiums could be lowered to 6.1% of wage and 
salary income or 3.8% of gross receipts.    
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Table A2.  Alternative premium rates 

 
Share of 
wages 

New 
Premium 

rate 
Share of 

consumption 

New 
Premium 

rate 

Base premium rate with reserves 
from current insurers  10.92%  6.83% 

5 years to accumulate reserves  11.30%  7.13% 

10 years to accumulate reserves 
instead of 5 -0.09% 11.21% -0.05% 7.08% 

Wage exemption of $50,000 0.36% 11.66% na na 

Wage exemption of $100,000 0.72% 12.02% na na 

Continue 80% public employee 
health premiums -0.57% 10.74% -0.44% 6.69% 

Collect workers comp, disability, 
auto health insurance -0.73% 10.58% -0.46% 6.67% 

Drop adult vision and dental 
above 100% FPL -2.28% 9.02% -1.43% 5.70% 

Household deductible of $500 
above 200% FPL -0.24% 11.06% -0.15% 6.98% 

Drop food from general sales tax na na 0.51% 7.63% 

Drop coverage long-term and 
home-care for adults above 100% 
FPL -0.35% 10.95% -0.22% 6.91% 

$20 co-pays for brand-name 
prescription drugs -0.11% 11.19% -0.07% 7.06% 
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$1600 deductible (as in Medicare) 
for elective surgery -0.85% 10.45% -0.53% 6.59% 

All negatives -5.23% 6.07% -3.35% 3.78% 
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[1] Income distribution is reported for Utah in the Internal Revenue Service, “SOI Tax Stats 
Historic Table 2.”  Data here are for 2019. 

[2] The latter is a particular problem for a universal public program whose revenue is based on 
income or spending is cyclically sensitive but whose benefit payments are not. 

[3] A 2010 study of Massachusetts health insurers found that private insurers maintained reserves 
equal to 22% of annual benefits. It was argued that this level was excessive because, by raising 
the cost of premiums, it discouraged enrollment. Patrick et al., “Study of the Reserves and 
Surpluses of Health Insurers in Massachusetts.” 

[4] These calculations assume the continued growth in wages and consumption at past trends, a 
return on surplus reserves of 4%, and growth in healthcare utilization and cost as outlined in the 
text. 

[5] The number of businesses in the state is from Census Bureau, “U.S. Census Bureau 
QuickFacts.”  It is assumed that each business will take the full exemption.  This overstates the 
exempted amount because some businesses will have payroll under $50,000 or $100,000. The 
reduction in revenue after the exemption is then compared with wage levels to estimate the new 
payroll premium rate required to fund Utah Cares. 

[6] Pike, “2021 Utah Health Insurance Market Report”; Pew Charitable Trust and MacArthur 
Foundation, “State Employee Health Plan Spending: An Examination of Premiums, Cost 
Drivers, and Policy Approaches.” 

[7] The cost of these programs and the medical share are estimated from the Bureau of Labor 
Statistics, “Program Index”; National Academy of Social Insurance, “Workers’ Compensation: 
Benefits, Costs, and Coverage”; U. S. Social Security Administration, “Recent Trends in 
Workers’ Compensation.” 

[8] Spending on these programs is from the estimates described in the text above. 

[9] The number and income distribution of Utah households is from the Census Bureau, “The 
Demographic Statistical Atlas of the United States - Statistical Atlas.” 

[10] The number of prescription drug purchases to be covered by Utah Cares (outside of 
Medicaid, Medicare, VA) is from Kaiser Family Foundation, “Number of Retail Prescription 
Drugs Filled at Pharmacies by Payer”. The share of brand-name (non-generic) drugs is a national 
number applied to Utah from Assistant Secretary for Planning and Evaluation, “Trends in 
Prescription Drug Spending, 2016-2021.” 

[11] The $1600 deductible is in the Medicare program. Surgical procedures are from Utah 
Department of Health and Human Services, “Healthcare Facility Data | DHHS Healthcare 
Information and Analysis Programs.” Data are adjusted to 2027 and 2029 assuming continued 
growth in utilization at past rates. The share of elective procedures is from McDermott and 
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Liang, “Overview of Major Ambulatory Surgeries Performed in Hospital-Owned Facilities, 
2019”; Mattingly et al., “Trends in US Surgical Procedures and Health Care System Response to 
Policies Curtailing Elective Surgical Operations During the COVID-19 Pandemic”; Best et al., 
“The Likely Economic Impact of Fewer Elective Surgical Procedures on US Hospitals during the 
COVID-19 Pandemic”; Magno-Padron et al., “Elective Surgery Resource Utilization.” 

[12] The share of expenditures on food-in-the-home is from the Bureau of Labor Statistics, “CE 
Home.” 
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Figures 
 

 

 

 

Figure 1.  Proportion reporting that they did not receive medical care in the past year because of cost. 

Source: Commonwealth Fund104 

  

 
104 Commonwealth Fund, “International Profiles of Health Care Systems | Commonwealth Fund.” 
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Figure 2.  Changing life expectancy and healthcare spending, United States compared to other affluent countries 

Source: Forbes,  

  

https://www.forbes.com/sites/joshuacohen/2020/11/01/dismal-us-life-expectancy-trend-reflects-disconnect-between-dollars-spent-on-healthcare-and-value-produced/?sh=50b9d4533847
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Figure 3.  Age-adjusted mortality and un- and under-insurance 

Source: Robert Wood Johnson and the University of Wisconsin, County health rankings105 

Note: This shows the relationship between the proportion who report they could not afford to see a doctor and the age-adjusted 
mortality in US counties in 2012. It also shows the regression of mortality on access with the age-adjusted mortality rate 
increasing by 10.6 per 100,000 for every increase in the proportion who could not afford to see a doctor.  

This does not necessarily measure the impact of cost sharing (e.g., deductibles or the lack of any insurance) because it conflates 
these policies with income levels and other factors influencing health that may be correlated with ability to afford medical care.   

  

 
105 Robert Wood Johnson and University of Wisconsin, Population Health Institute, “County Health Rankings.” 
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Figure 4.  Increase in healthcare spending since 2007, Utah and the United States. 

Note: This shows the increase in aggregate healthcare spending in Utah and the United States since 2007.  Utah 
spending has increased at faster than the national rate despite a slowdown in per-capita spending in Utah 
because of faster population growth. 
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Figure 5.  The rising cost of being sick: share of employees in employment-based insurance plans with 
deductibles, Utah 2002-2019 

Source: Agency for Health Care Research and Quality, Medical Expenditure Panel Survey106 

 

  

 
106 Agency for Healthcare Research and Quality, “Medical Expenditure Panel Survey Insurance Component State 
Tables.” 
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Figure 6.  The rising cost of being sick: average deductible, private-sector employer-provided health Insurance, 
Utah 

Source: Agency for Health Care Research and Quality, Medical Expenditure Panel Survey107 

  

 
107 Agency for Healthcare Research and Quality. 
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Figure 7. Annual change in real utilization of healthcare, Utah, 2000-2019 

Note: Per-capita health expenditures have been discounted by the rate of change in the BLS price index for medical 
services and then further adjusted for the change in the age distribution of the population.  The equation indicates 
that the annual increase in utilization fell by 0.3% per annum so that by 2018, utilization was falling on average. 

Sources:  Center for Medicare and Medicaid Services, National Health Expenditures by State of Residence.  
Bureau of Labor Statistics, Consumer Price Index. Census of Population.  
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Figure 8. Effect of access on mortality. Age-adjusted Mortality and Access to Care, Utah counties, 2012.  

Note: this shows the relationship between the proportion who report they could not afford to see a doctor and the age-adjusted 
mortality in Utah counties in 2012. It also shows the regression of mortality on access with the age-adjusted mortality rate 
increasing by 16 per 100,000 for every increase in the proportion who could not afford to see a doctor. This relationship is even 
stronger in Utah than in the nation as a whole (Figure 3) where the coefficient on ability to afford to see a doctor is 10.5.. 

This does not necessarily measure the impact of cost sharing (e.g. deductibles or the lack of any insurance) because it conflates 
these policies with income levels and other factors influencing health that may be correlated with ability to afford medical care.   
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Figure 9. Sources of Health Insurance Coverage, Utah 

Source: Kaiser Family Foundation  
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Figure 10. Prices for common prescription drugs, US vs. selected other OECD member countries, 2021 

Note: This figure shows the relative price of commonly used prescription drugs in the United States compared with 
comparably affluent countries. On average, US drug prices are 350% of those in these other countries. 

Source: https://www.commonwealthfund.org/publications/2021/nov/brand-name-drug-prices-key-driver-high-pharmaceutical-spending-in-
us 
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Figure 11. Comparison of Healthcare Spending: current system and Utah Cares 

Sources: Center for Medicare and Medicaid Services, National Health Expenditures by State of Residence.  
Bureau of Economic Activity, GDP by State with an estimate of health insurance administration (9.28% of 
personal expenditures) added to personal health expenditures.  Projections made by the author of GDP based 
on average growth rate of GDP 2001-19; projections of health expenditures under the current system based 
on average growth rate of expenditures 2009-19, a period of relatively slow growth. Projections for the Utah 
Cares system assume per-capita health expenditures for hospitals and pharmaceuticals grow only at the 
2009-19 rate of physician services.    
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Figure 12. Hospital size and relative prices, five conditions, Utah hospitals 

Note: This figure shows the relative price charged in Utah hospitals for five conditions, abdominal hernia, 
appendicitis and other appendiceal conditions, fracture of the upper limb( initial encounter), open wounds to 
limbs (initial encounter), stress fracture (initial encounter), and urinary tract infections, compared with the 
patient load for those conditions where “patient load” is the number of patients treated with each condition. 
The equation shown is a simple regression of relative prices on patient load.  Data are from the Utah All Payer 
Claims database. 

  

y = 0.0016x + 0.3917
R² = 0.3176

0

0.2

0.4

0.6

0.8

1

1.2

1.4

1.6

1.8

2

0 100 200 300 400 500 600 700 800 900 1000

Re
la

tiv
e 

Pr
ic

es

Patient load



44 
 

 

Figure 13.  Effect of Utah Cares on net income after premiums and healthcare spending 

Note: the net effect on income is healthcare spending minus Utah Cares premiums. Wage income is from IRS Sources of Income 
for Utah, 2020; spending on healthcare and other activities is from the Bureau of Labor Statistics, Consumer Expenditure Survey, 
2018. 

Source:  Taxable income from IRS, “Sources of Income” for Utah  
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Figure 14. Healthcare spending of state GDP, existing system vs. Utah Cares 

Note: Utah Cares lowers spending upon implementation in 2027 and 2029.   

Sources: Center for Medicare and Medicaid Services, National Health Expenditures by State of Residence.  
Bureau of Economic Activity, GDP by State with an estimate of health insurance administration (9.28% of 
personal expenditures) added to personal health expenditures.  Projections made by the author of GDP based 
on average growth rate of GDP 2001-19; projections of health expenditures under the current system based 
on average growth rate of expenditures 2009-19, a period of relatively slow growth. Projections for the Utah 
Cares system assume per-capita health expenditures for hospitals and pharmaceuticals grow only at the 
2009-19 rate of physician services. It is also assumed that Utah Cares raises labor productivity by 8 
percentage points spread over 16 years and by ending job lock and encouraging investment in the state raises 
output by a further 3 percentage points, also spread over 16 years. 
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Tables 
 
Table 1.  Excess US mortality compared with European averages, 2017-21 

 

 2017 2018 2019 2020 2021 

US deaths all 
causes, age 
standardized 2,951,062 2,929,215 2,890,767 3,376,837 3,455,604 

Excess deaths 
with European 
average rates 465,445 450,694 482,668 751,988 892,491 

Percentage of 
counterfactual 
standardized 
excess deaths 18.70% 18.20% 20.00% 28.60% 34.80% 

US Covid-19 
deaths, 
standardized    385,666 463,199 

Excess Covid-19 deaths with 
European rates   136,594 223,266 

Source: Heuveline P (2023) The Covid-19 pandemic and the expansion of the mortality gap between the 
United States and its European peers. PLOS ONE 18(3): e0283153. 
https://doi.org/10.1371/journal.pone.0283153 
https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0283153

https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0283153
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Table 2. Projected cost of healthcare, Utah, current system and with universal coverage at high actuarial value ($000,000s) 
 

Without Utah Cares 
Utah Cares Plan 

 Without Plan But With Improved Access 
 2027 2027 2029 

Personal Healthcare, 
Current Utilization  $        38,784,210,428   $        38,784,210,428   $        44,429,745,355  
Nonresident Care And 
Provider Admin  $              230,579,437   $              230,579,437   $              253,356,958  
Total Personal 
Healthcare  $        39,014,789,864   $        39,014,789,864   $        44,683,102,312  
Improved Access   $           3,016,578,446   $           3,324,817,469  
Total Personal 
Healthcare With 
Improved Access  $        39,014,789,864   $        42,031,368,311   $        48,007,919,781  
Insurance Admin  $           3,622,126,592   $           3,902,185,232   $           4,457,047,275  
Total  $        42,636,916,456   $        45,933,553,543   $        52,464,967,057  
    
Savings  Savings With Utah Cares 
Hospital Price 
Adjustment   $            (817,338,152)  $        (1,265,465,344) 
Physician Price 
Adjustment   $              (75,514,649)  $            (121,875,106) 
Drug And Device 
Pricing   $            (992,593,838)  $        (1,565,861,634) 
Provider Admin   $        (1,938,640,988)  $        (3,146,400,923) 
Medicaid Price 
Adjustment    $              782,336,806  
Insurance Admin   $        (3,024,061,809)  $        (3,565,580,391) 
Fraud   $            (565,545,563)  $            (921,555,914) 
Total Savings   $        (7,413,694,998)  $        (9,804,402,507) 
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Table 3. Existing revenue sources, projected 2021 ($000,000s) 

Revenue sources 2027 2027 2029 
 without program With program 

Medicare  $           7,382,505,991   $           7,382,505,991   $        8,421,278,998  
Medicaid  $           4,735,433,296   $           4,735,433,296   $        5,401,743,664  
CHIP  $                 62,923,837   $                 62,923,837   $              71,777,685  
VA  $              986,713,716   $              986,713,716   $        1,125,551,609  
Other (e.g. public 
health, charity)  $           5,158,855,857   $           5,158,855,857   $        5,884,744,900  
Nonresident revenue  $              209,617,670   $              209,617,670   $            230,324,507  
Remaining out-of-
pocket  $           6,686,626,199   $           3,257,252,189   $        1,562,265,472  
ACA subsidies  $           1,451,339,316   $           1,451,339,316   $        1,655,553,455  
New ACA subsidy money for newly insured  $                 65,608,731   $              77,695,859  
New Medicaid moneys for uninsured  $           2,013,365,932   $        2,219,392,607  
New Medicaid moneys for higher Medicaid prices   $            913,561,561  
Existing revenue  $        26,674,015,881   $        25,323,616,534   $      27,563,890,316  

 
 
Note: Medicaid includes adjustment for Federal share of Medicaid price and coverage increases, but not state share.   
Other includes state and local public health, workplace healthcare, Indian Health Service, charitable contributions, and others.  
Medical spending through Workers’ Comp, Homeowners’, and Auto Insurance has been removed. 
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Table 4: Revenue sources from Utah personal income ($millions) 

Additional healthcare revenue 
needed from state 2027 Current program Utah Cares 2027 Utah Cares 2029 

Additional revenue needed $15,682,727,662 $13,255,729,751 $15,158,937,414 

Needed after Federal and state 
revenue and out-of-pocket 
spending 12.70% 10.50% 10.90% 

With reserve accumulated over 5 
years  10.70% 11.30% 

Relative to wages including out of 
pocket 18.00% 13.10% 12.00% 

    

relative to personal consumption 8.00% 6.60% 6.80% 

With reserve accumulated over 5 
years  6.70% 7.10% 
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Table 5.  Projected effect of Utah Cares on county mortality 

County Percent 
could not 
see doctor 

due to 
cost 

Actual Age-adjusted 
annual mortality rate 

Annual 
deaths 

Reduction in 
Age-adjusted 
mortality rate 

Projected reduced annual 
mortality if only 4% could 
not see doctor due to cost 

Box Elder 13 281.3 365 39.4%             144  
Cache 12 206.3 493 17.3%                85  
Carbon 17 423.5 269 59.7%             161  
Davis 9 251.9 1799 32.3%             581  
Duchesne 13 410.3 201 58.4%             117  
Emery 15 358.8 122 52.5%                64  
Grand 13 406.7 123 58.1%                71  
Iron 13 320.9 366 46.9%             171  
Juab 13 434.5 111 60.7%                67  
Millard 12 284.4 104 40.0%                42  
Morgan 13 210.5 54 19.0%                10  
Salt Lake 14 301.5 7656 43.4%          3,325  
San Juan 15 314.5 122 45.8%                56  
Sanpete 13 314.3 232 45.7%             106  
Sevier 12 382.2 235 55.4%             130  
Summit 11 190.0 193 10.2%                20  
Tooele 13 347.6 458 50.9%             233  
Uintah 12 396.2 317 57.0%             181  
Utah 14 247.8 2459 31.2%             767  
Wasatch 13 227.2 137 24.9%                34  
Washington 15 270.3 1106 36.9%             408  
Weber 11 328.1 1926 48.0%             925  
      
Total for 
counties with 
data 

  18,848        7,699  

 

Source: Behavioral Health Survey at County Health Rankings, http://www.countyhealthrankings.org/rankings/data 

Note: This does not measure the impact of cost sharing (e.g. deductibles or the lack of any insurance) alone because it also measures other factors 
influencing the ability to afford care, notably income.   

http://www.countyhealthrankings.org/rankings/data
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