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Nothing in this book is intended as medical advice or as a substitute for
professional medical care or counseling. Any information contained herein should only be
used in concert with medical guidance from your physician. You should always consult
your physician before making medical decisions, changing medical providers, changing
your diet, activity level, or other lifestyle behaviors, and fully inform your physician of any
medications – prescription or over-the-counter – and/or nutritional or herbal supplements
you may take. Only you and your physician are aware of any medical conditions or
concerns that might limit the safety, relevancy, or effectiveness of information, ideas,
and/or suggestions contained herein. Any reader on dialysis or undergoing other
treatment regimens should not undertake anything suggested in this book unless and until
it is approved by her or his physician. Pregnant women and nursing mothers should also
abstain from adopting any suggestions or information contained in this book unless their
physician approves it. This book is about taking personal responsibility for all your medical
and lifestyle decisions.
The information in this book has been carefully researched and reasonable
efforts have been made to ensure accuracy as of its date of publication. Readers,
especially those taking prescription drugs or on a medical treatment regimen, are
cautioned to consult with a health professional about specific recommendations of any
kind. The author and publisher expressly disclaim responsibility or liability directly or
indirectly for any adverse effects arising from the use, reliance, or other application of any
information contained in this book by any person.
Except as permitted under the U.S Copyright Act of 1976, no part of this book
may be used, reproduced, distributed, or transmitted in any form or by any means,
electronic, mechanical, photocopying, recording, or otherwise, or stored in a database or
retrieval system now known or hereafter invented, without the prior written permission of
the publisher except for brief quotations in published reviews or critiques.
Any use of copyrighted material in this book without written permission is
believed to be pursuant to the fair use doctrine and other limitations, exceptions, and
defenses under Sections 107 through 122 of the U.S. copyright law, as well as fair dealing
doctrines in other common law countries, including but not limited to the public interest
served with such usage, the transformative nature of such usage for educational
purposes, and the favorable effects of such usage on the marketability of the copyrighted
material.
The inclusion in this book of any specific commercial products or services
provided by any specific individual or company in no way constitutes an endorsement of
such product(s) or service(s) by the author or publisher or any related entities.
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“A problem cannot be solved by
the same thinking that created it.”
Cover Design: Emmy Jonassen
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Albert Einstein

Free-Market Deregulation
Will Add Fuel to the Fire
The financial uncertainty associated with high unemployment and
the instability of financial markets has fueled anti-government distrust and
public discontent, especially with record federal debt and no clear path to
paying it off. The public reaction to hard times is often an anti-incumbent
sentiment to change the political status quo.
The danger is this broad-based knee-jerk reaction will be hijacked
by ideologues bent on restoring “laissez-faire” capitalism – i.e., freemarket deregulation – that almost bankrupted our financial system and
that drives medical spending higher wherever it’s tried. This freemarket approach is especially ineffective – and counterproductive – in
healthcare because of the underlying supply-driven distortions of
American medical markets.
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Who Was Milton Friedman? The New York Review of Books, 2/15/07
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Our purpose here is to consider the free-market deregulatory
approach as it applies to American healthcare. Without denigrating its
application to other markets, this chapter will explore why it is uniquely
unfit – and potentially disastrous – for our healthcare market.

1

This isn’t the place for an in-depth exploration of the strengths and
weaknesses of free-market economic theory. For those interested in that,
liberal economist Paul Krugman – no advocate of free-market theory
himself, but willing to see a role for it in certain market conditions – did a
fairly comprehensive review of the subject in The New York Review of
Books.1
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Whatever the flaws of Obamacare – and we’ll explore even more
of them in the following chapters – it at least sets us on a corrective path
that may be difficult in the early going, but should return dividends with
time.
The same cannot be said for its polar opposite – the deregulatory
approach advocated by the opponents of Obamacare.
During the Reagan Administration, state-based regional health
regulation enacted in the Nixon-Ford era (called “Certificate of Need”)
was largely dismantled, paving the way for the costly physician selfreferral abuses described in these chapters.
In Massachusetts, removal of state rate-setting of hospital
payments has led to price-gouging by certain hospitals based on market
clout while often better quality hospitals receive lesser payments. This is
believed largely responsible for Massachusetts’ excessive medical
spending, especially as more of the newly-insured flocked to these
medical centers overstaffed with specialists.
In short, less regulation of dysfunctional markets like
healthcare is a formula for making a bad situation worse.
Yet the lengthy timeframe for implementing reform - a political
expediency to get it passed - could lead to its ultimate undoing if much of
it occurs on the watch of its most ardent foes, assuming it’s not repealed
altogether.
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This chapter reviews why this is the worst
possible approach to securing our medical and financial futures.
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With strong anti-incumbent public opinion,
there’s the very real risk that cynical corporate
interests will succeed in convincing disgruntled
voters to again let the “fox guard the chicken coop”
by letting the free market work its magic as an
alternative to Obamacare, unencumbered by all
those nosy government regulators.

Deregulating
dysfunctional
healthcare
markets will
make a bad
situation even
worse
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A Matter of Trust
The central reason why free-market principles don’t apply to
healthcare is doctors have a fiduciary duty to put their patients’ interests
before their own financial interests. It’s embedded in their Hippocratic
Oath to “First, do no harm”.
Lawyers may quibble about this, but the dictionary definition
applies: a fiduciary is someone “Who stands in a special relation of trust,
confidence, or responsibility in his obligations to others”.2 This means we
have a right to expect more from our doctors than those we deal with in
normal commercial activities, including the expectation that they will act in
our best interests before their own.
The vast majority of medical decisions are made on behalf of
under-informed and misinformed patients who are steered into treatments
by their physicians based on the local supply of medical services - hightech equipment and facilities with volume quotas to meet - rather than
their actual medical needs.
Patients rely on the integrity and goodwill of their doctors in this
process - and often that trust is deserved. But an estimated one-third to
one-half of medical spending in the U.S. is unnecessary3 - the definition of
overtreatment - and much of it even violates patients’ best interests.
Medical errors continue at dangerous levels with little progress or
interest in reducing them (see Our Healthcare Sucks). Scant attention is
paid in rank-and-file medical practice to this scandalous epidemic
accounting for well over 100,000 needless deaths every year in the U.S.

The American Heritage Dictionary of the English Language.
The price of excess: Identifying waste in healthcare spending, PricewaterhouseCoopers’ Health Research
Institute, 4/08.
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This tells you much of the trust patients place in their doctors is
misplaced and naïve, not to mention expensive and highly dangerous.
Yet most patients continue to trust their doctors despite compelling
evidence this trust is often undeserved. The fiduciary duty doctors
have to their patients is often subordinated to legal defensive
practices (defensive medicine) and/or financial self-interest that risk
patient harm.
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This is why the “free-market” ethos some would apply to medicine
simply doesn’t apply. Fiduciary duty is not common in free-markets, but
it’s integral to the doctor-patient relationship - at least in theory.
Yet totally deregulated free-markets in healthcare would subject
even more patients to abuses of this fiduciary duty, as routinely occur in
our most deregulated states (again, see Our Healthcare Sucks). These
largely unregulated states have the worst performing healthcare systems
(see “The REAL Costs of Deregulating Healthcare” below), providing the
best evidence possible of the folly of this approach - real-life experience
far superior to abstract studies.
These abuses that victimize patients, their families, and their
employers occur because patients are in an inherently disadvantaged
position in the doctor-patient relationship. They may be sick and at
reduced capacity to make decisions.
They also are in no position to evaluate their actual need for a
recommended test or procedure; they instead trust their physicians won’t
mislead them for personal financial gain.
This imbalance in knowledge and power is why doctors have a
fiduciary duty to their patients. It’s also alien to
most free-markets and in fundamental conflict
Physicians’
with the economic theories of those who seek
fiduciary duty
to create unregulated free-markets in the
to put their
practice of medicine.

Of course, in practice, much of our
healthcare is delivered according to free-market
principles - but in fundamental violation of the fiduciary trust patients
continue to place in their physicians.
© MedSmart Members LLC – All Rights Reserved
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patients’
interests
before their
own is at odds
with freemarket
principles
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Using the limitations of free-market
theory advanced by even its proponents, it’s
clear that healthcare - due to the power and
knowledge imbalance and the resulting
fiduciary
nature
of
the
doctor-patient
relationship - is incapable of functioning
properly as an unregulated free-market.
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As discussed in detail in Our Healthcare Sucks, instead of the
restraint called for in exercising a trusted fiduciary duty in prescribing
high-risk medical procedures, the current medical imperative is often one
of aggressive and reckless overuse of dangerous procedures for
financial gain. This is especially blatant in unregulated states where
physician self-referral thrives, often at patient expense – both fiscally and
physically.
This unique phenomenon of self-generated demand in
healthcare is what drives medical spending relentlessly higher in a feefor-service payment system that rewards higher volumes of tests and
procedures and penalizes more conservative treatments. Not only does
this take advantage of patients’ ignorance of their conditions - and the
risks and benefits of the options for treating them - it pre-empts their
bodies’ own healing capacities.

Some physicians
take advantage of
patients’
ignorance of the
risks and benefits
of treatments

Many
symptoms
resolve
themselves without medical intervention –
unless they’re prevented from doing so.
Lower back pain is the classic example:
most back pain resolves itself without
medical intervention. Yet MRI exams of
the spine are routinely ordered for such
patients and spinal surgeries reportedly
vary by twenty-fold in different parts of
America based on how many neurosurgeons and orthopedic surgeons
practice locally (see “soft fraud” discussion in Our Healthcare Sucks).
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A similar pre-emptive approach to every medical condition would
eliminate the substantial amount of actual “cure” that goes on when the
body is allowed time to heal itself. Jumping on every ambiguous symptom
of pre-disease and treating it as aggressively as advanced disease when
it may pose no risk of harm is simply a sophisticated way to “pad the bill”
of unsuspecting and under-informed patients.

5

Most patients end up dissatisfied with their back surgery and
deprived of the benefit of a lower-risk approach - exercise and physical
therapy - in order to meet the income expectations of a subset of
unethical physicians.
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While one can justify this departure from a long-standing
relationship of trust in our physicians based on economic theory that puts
self-interest first, the price for this must be forfeiture of patient trust in their
physicians.
Free-market advocates can’t have it both ways. If doctors are to
operate completely free of any regulatory oversight and put their financial
interests before their patients’ actual needs - as free-market purists
advocate and as currently occurs in many of America’s least regulated
states (see below) - then they must forfeit the presumption of trust that
patients have that their doctors will put their patients’ interests first.
The two are simply mutually exclusive.

Free Markets Require Consumer Choice
Free-market theory also requires that both parties to the
commercial buyer-seller transaction freely consent to the terms of the
transaction. This requires transparency both as to pricing and the
necessity of the transactions doctors order for their patients (as noted, up
to half of healthcare services in the U.S. are considered unnecessary).

© MedSmart Members LLC – All Rights Reserved
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Free-markets’ ability to seek and find proper prices for goods and
services is fundamental to free market economics. American healthcare,
however, lacks transparency in both pricing and volume of services
consumed. Patients simply don’t have the tools to second-guess their
doctors’ orders even if they know that Americans consume twice as much
medical care as we actually need.

6

Consumers must choose to buy - not be forced, coerced, or
tricked into buying - for it to be a legitimate free-market. Consumer
choice requires access to information needed to make a purchasing
decision. This usually includes performance and quality data,
specifications, “features and benefits”, and pricing, among other things.
This information needs to be readily available and comprehensible for
consumers to make informed choices. Consumer choice requires such
transparency of information.
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This lack of transparency is a fundamental flaw in trying to
apply to healthcare this free-market theory – and it is only theory, since it
is unproven in any economy on earth. How can consumers make
informed choices when they don’t know what their healthcare will cost or
even whether they actually need what is being prescribed for them?
The disconnect between these medical realities and consumers’
general failure to recognize these medical failures throws a major wrench
into free-market theory as it applies to healthcare.
That’s because the self-correcting potential of free-markets
requires all the elements of a free-market to be in place and operating
properly. This requires that supply and demand – sellers and buyers – be
in reasonable balance in terms of their freedoms.

How can
consumers
make informed
choices when
they don’t know
costs or even
whether they
need what is
prescribed?

Free-market advocates argue that
government regulation interferes with the
production of goods and services (supply) rather
than letting the market self-correct for imbalances
as needed. They ignore, however, the demand
side of the equation.
If buyers are somehow impeded from
operating freely with ready access to pricing and
other relevant purchasing information, then that
market’s ability to self-correct will also be
impeded. The net result: uninformed consumer
choice is no choice at all and free choice is
required for free markets to function properly.
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In short, patients have no objective insight into their true medical
needs, nor is there any transparency in what their medical care will cost.
Uninformed and misinformed patients cannot be the free and willing
buyers that free - market theory requires because of these
knowledge and information deficits.

7

As discussed in Our Healthcare Sucks, patients are routinely
misled by their physicians - especially by our glut of specialists with lavish
lifestyle expectations - into tests and procedures that are often not
necessary.
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This degree of supplier (physician) control over purchasing
decisions is unknown in true free-markets. The resulting lack of informed
and empowered consumer choice is characteristic of rigged or failed
markets, not free-markets. This means the normal laws of supply and
demand that drive free markets don’t apply to medical markets.
This is confirmed by market failures whenever deregulation – a
core requirement of free-market theory – is applied to healthcare. As
noted, the most deregulated states in America are generally the most
expensive and provide lower quality care (see Our Healthcare Sucks).

Deregulation - Pouring Fuel on the Fire
Deregulated markets in healthcare have also led to overconsolidation of hospitals that have led to higher prices bordering on
price-gouging (see Massachusetts example), not the lower prices that
competition is supposed to generate. Such monopolies and oligopolies
(near-monopolies) are examples of free-market failures - common in
healthcare - that require government intervention to correct.
Examples of the benefits of increasing competition often cited by
free-market advocates include physician-owned hospitals costing less
than general hospitals. This is posited as an example of how deregulated
markets encourage more competition that reduces prices.
They neglect to mention, however, that these narrowly-focused
hospitals often “cherry-pick” the most profitable services and avoid the
money-losers general hospitals are required to offer. They have no
training costs for doctors-in-training, emergency rooms, or other hidden
costs common with general hospitals.

© MedSmart Members LLC – All Rights Reserved
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The Organization for Economic Cooperation and Development
(OECD) issued a report in 2012 on hospital competition globally that
provides some insights for applying competitive principles to hospitals.

8

They also neglect to mention studies showing physician-owned
hospitals and other services generally increase healthcare costs due to
the combination of higher (not lower) prices and more marginal and
unneeded procedures that increase profits for investing doctor-owners.
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As much as many Americans dislike considering evidence from
beyond our borders, free-markets and government regulation are not
American phenomena. They exist to varying degrees and in various
combinations across the globe – and their experiences hold lessons for
us in considering a more competitive, less regulated approach to our
healthcare system.
The following is excerpted from the OECD report:
“Hospital markets deviate from the theoretical notion of perfectly
competitive markets because…
“Services are differentiated rather than homogenous (hospitals
differ in services they provide, making comparisons difficult)…
“Market structures tend to be oligopolistic (one or a few hospitals
tend to dominate regional medical markets)…
“Entry and exit are costly (intensive front-end costs for hospitals
discourage the entry of competitors)…
“Moreover, hospitals are characterized by the difficulty of
assessing quality, both before and after consumption…
“In addition...asymmetric information between providers and
patients is a key characteristic of healthcare markets.”4
According to this report, a key variable in evaluating the
effectiveness of attempts to inject more competition into hospital services
is the payment system. From the report:

4

Competition in Hospital Services 2012, OECD Policy Roundtables, 6/5/12
© MedSmart Members LLC – All Rights Reserved
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“Noteworthy is the case of the United States, where enforcers
(regulators) unsuccessfully opposed eight straight hospital
mergers during the 1990s that led to the currently highly
concentrated (uncompetitive) markets in major cities…

9

“The payment method is key to making competition
work…Hospital market concentration is to be avoided when
prices are not administered (regulated) as it may permit abuse
of market power. Some countries have experienced a trend
toward concentration during the last decade…
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“Evidence from the United States shows that hospitals with
market power are able to charge higher prices on a
permanent basis and consumers bear the full costs. Estimates
of price increases range from 3.5 to 53%, depending on the
availability of close substitutes…
“‘Hospital mergers…can lead to large price increases’…
“Over ‘the 15 years spanning 1993-2008, antitrust policy likely had
little restraining effect on hospital mergers’ as the FTC and DOJ
lost six consecutive hospital merger challenges and the State of
California the 7th in 2001 resulting in a decade where neither the
FTC nor the DOJ challenged a prospective hospital merger in
court…
“(As a result), most markets were highly concentrated in 2006
in contrast to 1990…the rise of HMO’s introduced aggressive
price negotiations with hospitals that were subsequently forced to
consolidate in order to increase their bargaining power (emphases
added).”5
It should be noted, as a footnote in the report states, “It was less
the actual entry of HMOs as the anticipated future importance of HMOs”
that precipitated the 1990s surge in hospital mergers in the 1990s. We’re
now seeing a similar pattern of active hospital mergers that have
broadened to include physician groups and other providers in anticipation
of the future importance of Accountable Care Organizations.
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The ongoing hospital merger activity across America makes this
the absolutely worst time to reduce healthcare regulations. Indeed, it
calls instead for increasing regulation by imposing price controls to avoid
the price increases that will inevitably follow without them.
5

Ibid.
© MedSmart Members LLC – All Rights Reserved
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The consequences of this renewed merger activity are predictable
– further provider concentration means less competition, not more, and
increased ability to raise prices unless it’s controlled by regulation. As
the OECD report notes - and the U.S. isn’t immune to these fundamental
laws of the marketplace – increased provider consolidation increases
prices in unregulated free-markets.

OurHealthcareSucks.com/obamacare
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This isn’t just speculative theory. It’s exactly what’s happened in
Massachusetts in the wake of its adoption of mandated health insurance
that’s the model for Obamacare. The initial response there under
Governor Romney’s plan – with much hospital consolidation that
preceded it – was health insurance premiums increasing at twice the
national average.
And while the 2012 legislation in Massachusetts that attempts to
gain control of healthcare costs stops short of actual price controls, it was
the threat of price controls that finally got hospitals to reduce their
pricing demands.
So here we have evidence from both other countries that have
undergone similar experiences and in the only state in America we can
look to for a valid precedent that what’s needed is stronger regulatory
controls of pricing and not the exact opposite free-market deregulation
that the opponents of Obamacare prescribe.
While Obamacare doesn’t go far enough with its quasi-regulatory
approach to healthcare costs, its opponents would add fuel to the fire
by removing the few regulatory restraints we’ll have with Obamacare.

Free-market
advocates
confuse
profit with
profiteering.

Those advocating this approach to
healthcare confuse profit – which doctors and
hospitals need to invest in their operations and
remain current with technological advances – with
profiteering.

And rigged markets require regulation - effective regulation.
© MedSmart Members LLC – All Rights Reserved
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Profiteering, by definition, requires that physicians violate their
fiduciary duty to patients by effectively dictating demand for their own
services – an apt definition of a rigged market.
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Profiteering is unreasonable or excessive
profiting due to concentrated market power monopolies being the best-known example. On the physician front, it’s
our artificially limited supply of doctors and the excessive leverage that
physician-owners of medical facilities have on their patents’ buying
decisions.
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Broken Regulation
In theory, laissez-faire capitalism limits government’s role in the
markets - through laws and regulations - to protecting buyers and sellers
from the use of force, fraud, and/or collusion in the selling of goods and
services. The courts exist to provide for any damages that result from
abusive behaviors, but they are reactive, not proactive – and are thereby
ineffective at pre-empting abuses. This is especially germane to
healthcare, where damages entail much more than money.
As detailed in Our Healthcare Sucks, fraud is a routine factor in
American healthcare. It varies from overt fraud and abuse - estimated to
cost up to $100 billion a year - to the pervasive “soft
Fraud is
fraud” implicit in unnecessary tests and procedures.
Government has an obvious essential role in
routine in
reducing - and pre-empting - fraud, which requires
American
regulation of medical markets.

healthcare

Beyond fraud as a disqualifier for
unregulated free-market theory applying to healthcare markets,
healthcare is also replete with secrecy, deceit, and other collusion that
further disqualifies it as a viable free-market activity.
With doctors routinely forming partnerships with one another and
with hospitals to compete for patients – and with physicians largely
controlling patients’ decisions – these business arrangements are
arguably collusive.

© MedSmart Members LLC – All Rights Reserved
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Despite these legitimate reasons why healthcare fails to meet the
basic requirements for a free-market to function effectively without
regulation, Americans share a dominant sentiment against government
regulation.
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More certainly collusive is the deceitful practice of misleading
patients into thinking many elective procedures are emergencies
and the routine concealment of medical errors from patients and their
families. These all entail secrecy, deceit, and fraud – essential elements
of collusion.
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61% of Americans surveyed, however, made an exception for
financial institutions.6 Most Americans recognize the need for exceptions
in extreme market circumstances like the financial meltdown that nearly
brought on another Great Depression. They also recognize that whatever
regulatory mechanisms were in place to prevent excessive risk-taking in
our financial markets were obviously broken.
This chapter should convince you America’s healthcare system
requires similar exception, and the reasons go beyond financial
exploitation to our very safety. Unfortunately, in healthcare, our regulatory
mechanisms - mostly state-based - are also mostly broken.
Healthcare regulation has been largely co-opted by the private
industries being regulated. This is seen in repeated failures by the FDA to
effectively regulate the pharmaceutical industry.

Like financial
regulation,
healthcare
regulation in
America is
largely
broken

It’s also seen in Medicare’s failure to
correct the massive fraud and abuse that
steals tens of billions in taxpayer dollars every
year – and in its cozy relationship with the
RUC in setting physician payments discussed
in the last chapter.
Even more significant is its failure to
replace a fee-for-service system that rewards
inefficient and uncoordinated medical care that
endangers patients and drives up medical
spending (and specialists’ incomes).

Distrust, Discontent, Anger and Partisan Rancor.The People and Their Government.The Pew Research Center
for the People & the Press. 4/18/10.
7
Competition in Health Insurance: A Comprehensive Study of U.S. Markets: 2008 Update”. American Medical
Association.
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State-level regulation is often even worse, with an estimated
94% of statewide health insurance markets operating as virtual
monopolies7 and state licensure of physicians and other health
professionals that is often inept in protecting patients from impaired and
incompetent physicians. Many free-market advocates would eliminate
physician licensure altogether, exposing the public to more medical
mischief with lower barriers to entry for would-be doctors unable to meet
licensure requirements.
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Even when physicians have disciplinary measures imposed - such
as revocation of their state licensure to practice medicine - they are often
free to move to another state and set up shop there as if they were
perfectly competent. This, of course, is not unlike the shipping of
pedophile Catholic priests from one parish to another to continue their
abuse of innocent victims.
In both instances, authorities chose to protect the guilty over the
innocent by enabling them to perpetuate their misbehavior at public
expense. This unfortunately apt analogy resurfaces in Our Healthcare
Sucks in the context of patients who are unwitting victims of medical
errors that remain largely unaddressed due to physician indifference,
greater interest in defensive medical practices than patient safety, and the
financial rewards of over-ordering medical tests and procedures in a feefor-service environment.
Yet one of these errant institutions is properly taken to task for its
scandal, while the other remains unscathed and financially rewarded for
its continuing indifference to patient safety. And if free-market advocates
ever prevail, the scandal of medical errors is likely to become
considerably worse with even less oversight and more profiteering.
This isn’t just idle conjecture. We have explicit precedents where
deregulation of healthcare has produced undesirable results for patients
and payers alike. One example noted earlier: a key to the failure of
Massachusetts’ reform to rein in medical spending - a likely omen for our
future nationally - was deregulation of hospital payments in the 1990s that
left hospital charges to be determined by the marketplace.
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1. Savings with stricter HMO “gatekeeper” controls over tests and
procedures turned out to be one-time savings. Once a “new normal”
level of spending was realized, escalation resumed - negating this
market mechanism as a long-term source of market discipline; and
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The thinking then was that HMOs would impose market discipline
to rein in excess spending and thereby promote an efficient medical
market. This failed to recognize two factors that would prevent this from
occurring, both in Massachusetts and nationally:

© MedSmart Members LLC – All Rights Reserved
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2. Public backlash against HMO restrictions and denials of care
ultimately resulted in a loosening of controls and a decline in HMO
market share in favor of less restrictive PPOs (Preferred Provider
Organizations). This loosening of controls by HMOs, in an effort to
compete better with PPOs, further prevented these insurance models
from imposing the market discipline that large buyers are able to exert
in typical free-markets.
Free-market advocates would argue that this is as it should be that this is an example of the market at work. More people wanted less
restrictive access to medical care, so the HMO model lost market share.
But with removal of regulation of hospital charges (rate-setting
price controls) in favor of a restrictive HMO model that subsequently lost
market power, there remained no means to control hospital charges either by regulation or market forces. The result is out-of-control hospital
charges by those in the strongest position to effectively price-gouge
based on their perceived market clout.

The least
regulated
states have
higher
medical costs
and
lesser quality
of care

Other examples of deregulation failures
include removal of state Certificate of Need
(CON) laws that required hospitals and other
medical providers to receive state approval before
spending above certain thresholds for new
equipment, facilities, or services.
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Conversely, the minor corrections that occasionally occur with
regard to quality and access-to-care improvements in healthcare are
generally due to external regulation rather than to self-correcting market
behaviors. This, too, is confirmed by the Dartmouth Atlas Project’s data
showing better quality - lower cost states have generally retained
some degree of state regulation.
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This form of deregulation led to physicianowned facilities and services in states with the
highest rates of medical spending in America. The
least regulated states have the highest medical
costs and the worst quality (see next page adapted from a report from
The Commonwealth Fund and www.dartmouthatlas.org to confirm these
findings) - which hardly makes them a model for national replication.
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The REAL Costs of Deregulating Healthcare

Mostly
regulated
states

Page
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Less
regulated
states
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“The proof is in the pudding”, as they say, and our healthcare
system has proven - by its repeated failures to self-correct in largely
unregulated states - that it’s a failed market in dire need of effective
regulation if we’re ever to get our healthcare costs under control.

Third-Party Insurance
Distorts Free Markets
The involvement of third-party insurers in routine medical
purchasing decisions is unique to health insurance. No other major sector
of our economy is distorted in its purchasing decisions by third-party
insurance like healthcare. We don’t let our homeowners insurance
determine which house to buy, nor does auto insurance generally
influence our car-buying decisions.

Comprehensive
health insurance
insulates
patients
financially from
their medical
decisions

But health insurance covers routine
medical expenditures, not just catastrophic
events like these other forms of insurance. If our
homeowners insurance covered most of our
home maintenance costs or our car insurance
covered our need for new tires and oil changes,
they would be more analogous to health
insurance coverage.
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Some will argue we should just eliminate all third party insurance including Medicare and Medicaid - to remove these market distortions.
But eliminating Medicare is no more politically viable than expanding it to
include everyone under a single-payer insurance model. Both are nonstarters.
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The net effect of this comprehensive health
insurance coverage is that patients are financially insulated from their
medical decisions. This leads many patients to not only seek care they
may actually need, but to accept and even seek treatments they may not
need because it’s “covered” by their insurance. Not only is this foolhardy
given the substantial risks involved with medical care, it completely
distorts the purchasing dynamics required for free markets to
operate efficiently and to correct market errors and excesses.
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Nor is employer-based health insurance likely to disappear based
on unproven free-market theories that would “throw the baby out with the
bath water”. The movement toward more catastrophic coverage and less
coverage for routine medical care, however, is a trend that’s well
underway.
Combining
such
catastrophic
coverage (using lower-cost, high-deductible
health insurance) with Health Savings
Accounts (HSAs) that allow consumers to use
pre-tax dollars they and their employers
contribute to their HSA for routine medical
and health-related costs is something freemarket advocates ardently support.
And on this front, they will likely
prevail - with or without Obamacare. The
difference is we’re more likely to go the other
extreme with deregulated free-markets than
we are with Obamacare, which should
preserve more value for consumers for their
increased healthcare spending.

Highdeductible
health
insurance is
here to stay –
but
Obamacare is
more likely to
preserve
value for
consumers

As long as we have these third-party payment mechanisms that
shield patients from the cost consequences of their medical choices and
encourage doctors to order unnecessary tests and procedures - and both
Obamacare and its alternative preserve private health insurance - we
cannot expect free-market theories to work in the real world of
American healthcare. And we’ve got some early market returns on this
less regulation theory that bears that out.

“Market-Based” Insurance
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The state of Maine passed legislation relaxing its health insurance
requirements that gives us a glimpse into what the switch to a lessregulated, more market-based approach favored by opponents of
Obamacare might have on health insurance costs.
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Costs Older People More

Obamacare – The Good, the Bad & the Missing

While only six months of data are available at this writing – far less
than that from Massachusetts’ pioneering role with mandated and more
restrictive insurance – the early results have failed to deliver on the
promise of luring more insurers to the state and driving down insurance
costs.
According to a report at Kaiser Health News:
“Everyone under (age) 40 saw rate cuts (in their insurance
premiums), while most over 55 received increases, some as large
as 18 percent.”8
No new insurers entered the state in the first six months of this
less-regulated insurance market, although the state’s largest insurer –
Anthem Blue Cross and Blue Shield – offered a new plan that cut
premiums by 60%. The price for doing so is no childbirth coverage and
deductibles and out-of-pocket costs of $15,000 - 33,500 a year. In
other words, much more like catastrophic coverage than what we now
regard as health insurance.
Nevertheless, 54% of Anthem’s policyholders had premium
increases, especially older enrollees.
"The data are pretty clear: (The changes) raised rates on the
elderly and did not significantly lower them for the young and
healthy," said Joseph Ditre, executive director of (Consumers for
Affordable Health Care).”9
This is the opposite of what’s expected with Obamacare, in which
adding younger and healthier people to the insurance pool because of the
insurance mandate should lower premiums for older adults. The caveat
here, though, is it should lower them from they would otherwise be – not
necessarily from what they are now.

Young People Pay Less For Health Coverage, Older People Pay More, Under Maine’s “market-Based”
Approach, Kaiser Health News, 9/4/12
9
Loosening health insurance rules in Maine has produced mixed results after 6 months. White Coat Notes,
www.boston.com, 9/4/12
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Unlike Obamacare’s attempts to improve the underlying
efficiency and effectiveness of our healthcare itself, insurance
deregulation makes no direct attempt to control medical practices.
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And it is these that will determine our future healthcare costs, not
insurance premiums alone - especially if they only shift costs to
consumers without slowing the underlying growth in medical spending.
This is the likely outcome, as it’s been in Maine’s early going,
because it’s extremely hard work to get
Deregulating
doctors and hospitals to change how they’ve
always practiced medicine under fee-forhealth insurance
service payments that reimburse them more
is likely to
for providing more services – even low-value
increase
and often unneeded services.
Which is why the rest of this chapter is
devoted to the fundamental; disconnect
between merely deregulating insurance
markets and actually controlling medical costs
driven by the manner in which doctors and
hospitals practice medicine – and that varies
widely even within the same state (see Part
III).

premiums for
older adults &
provide less
coverage for
increased outof-pocket costs
to consumers

It all goes back to the fact that doctors can generate their own
demand – and enough do so that an estimated third to half our medical
costs are unnecessary.
And as bad as Medicare has been at correcting this inherent flaw
in fee-for-service medical payments, private insurers have been even
worse. Indeed, most of them don’t even try, but rely instead on Medicare
to manage medical behaviors while they piggy-back on those efforts.
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It’s essential to understand how important this underlying medical
behavior is to your future healthcare budget. Lower insurance premiums
won’t be of much benefit if you’re left with only bare-bones coverage that
leaves you responsible for the lion’s share of your actual medical
expenses.
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Which is why free-marketers’ reliance on them to control future
medical costs is so ill-advised. They have little experience at it and have
failed miserably in doing so – as seen in the next chapter in a graph
showing the difference between Medicare’s and private insurers’ premium
increases

Obamacare – The Good, the Bad & the Missing

Maybe even worse, the experience with high-deductible health
insurance has been that many consumers defer needed medical care.
While free-marketers praise this as a positive result of their having “more
skin in the game”, it translates into less access to care. So while it’s still
possible that Obamacare may also lower access due to a shortage of
primary care physicians - a supply problem - free-market deregulation
is more likely to reduce access on the demand side because of
increased out-of-pocket consumer costs.
In a healthcare system like America’s – where much medical care
is unneeded and often harmful – less access to care can cut both ways.
Some will be spared unneeded treatments and others deprived of needed
treatments, Neither reason for this reduced access is inherently better
than the other – less access is less access.
But with Obamacare, it’s possible this problem can be managed to
optimize potential benefits for patients and minimize potential harms,
while laissez-faire deregulation that defers to private insurers - that are
generally inept at this - is more likely to result in more harm than benefit.
And that potential for harm is both physical and financial.

Doctor Control
Prevents Market Contractions

Why is this unsustainable spending spree occurring?
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But because medical spending - including wasteful medical
spending - represents the incomes of our doctors, hospitals, and other
providers who effectively drive our purchasing decisions, it remains in a
constant growth mode. And it consistently grows at 2-3 times the rate of
inflation for non-medical spending.
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Because of the effective control of patient demand by medical
suppliers (doctors), medical spending doesn’t fluctuate in cycles like freemarkets. Free-markets self-correct in waves or cycles of expansion and
contraction such as those seen most visibly in stock markets. Stock
prices don’t just go up in an unwavering pattern – they contract, or pull
back, when they get too extended; sometimes, they even crash.

Obamacare – The Good, the Bad & the Missing

It’s because the supply side of our medical care is dominated by
medical specialists with big income expectations and too few primary care
physicians to serve as “gatekeepers” to modulate the demand for
intensive medical interventions.
And the demand side is impaired by knowledge deficits by
patients in no position to independently judge their need for medical
interventions. This leaves them vulnerable to
Physicians are the
being unfairly manipulated into more intensive
medical interventions than they often need.
key players on
Note that physicians are the key
players on both the supply and demand side
of this equation - unlike any other market in
America.

both the supply
and demand side
of the equation

This unparalleled degree of supplier control over the crucial
buying decisions in healthcare plays out in both obvious ways – like
ordering unnecessary CT scans in facilities owned by the referring
physicians – and in far more subtle ways that further compensate
physicians even when they perform poorly, as the following example
clearly illustrates.

Poor Coordination of Care is Rewarded
Because of these market distortions in our healthcare, physicians
are able to place their personal income objectives before their patients’
needs. This has led to a degree of medical waste – mostly unnecessary
treatments, but also outright fraud and abuse – that is estimated to
account for a third to half of our medical spending.
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Imagine if we could eliminate our entire national defense
spending. We hardly have that luxury - but we do have the opportunity to
substantially reduce wasteful medical spending by replacing our outdated
fee-for-service payment system with one that rewards quality and
coordination of care.
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With about $2.8 trillion spent annually on medical care, this
translates into more wasteful medical spending than we spend on our
entire defense budget - including the war in Afghanistan.
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This would prove far superior to our antiquated fee-for-service
payment system that continues to dominate American healthcare. Feefor-service reimbursement is like “piecework” wages paid to production
workers based on the sheer volume or units of goods they produce. The
more widgets they produce, the more they’re paid – often with little
attention to the quality of the widgets and with no attention to whether the
widgets are needed or not. That’s management’s concern, not the
pieceworkers’.
American healthcare still works largely on this antiquated
piecework model in which doctors get paid based on the quantity of
medical transactions they produce. “Management” is so fragmented
and controlled by political lobbying that nobody cares whether what
they’re producing is really needed or not.

The U.S. wastes
more money in
healthcare than
we spend on
national
defense

This dysfunctional payment formula
drives medical production, turning patients
into commodities - human “widgets” - and
mass production is the business model.

Less time with patients means more
patients seen in a day, or increased
production and higher incomes for physicians.
This strictly quantitative approach to medical payments for both doctors
and hospitals has led to a medical culture focused almost exclusively on
driving patient throughput - the number of patients seen per day, or
patient “churn” - to maximize revenues and profitability.
This is why fragmentation of care for which American healthcare is
notorious continues to be tolerated. Fragmentation of care is especially
harmful for those with chronic conditions accounting for 75% of medical
spending in America.
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1. We have higher incidences of them – Higher rates of obesity
in the U.S. are associated with higher rates of type 2 diabetes,
heart disease, many cancers, and other obesity-related diseases;
and
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There are two primary reasons we spend more on chronic
diseases than other developed countries:
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2. Our disjointed medical system performs worse than better
organized systems in other developed countries, as reflected in
our poor coordination of care that’s most needed by those with
chronic medical conditions.
A survey of chronic disease patients in 8 developed countries
provided some insight into how American healthcare compares with other
countries in terms of coordination of care. Here’s data tabulated from that
study10 comparing the U.S. with the averages of these other countries
(Australia, Canada, France, Germany, Netherlands, New Zealand, and
the U.K.):

Other 7 Countries U.S. % Difference
Coordination Problem

21.6%

34%

+57.6%

It shows that more than one in three U.S. patients with a chronic
disease (34%) reported a problem with the coordination of their care
compared with less than 22%, on average, in the other seven developed
countries.
This is over a 50% higher rate of poorly coordinated care with a
population most in need of well-coordinated care - and our most
expensive medical consumers. As already noted, this fragmentation is not
only tolerated, but encouraged, by a payment
system that discourages coordinated care by
Fee-for-service
paying less for it.

medicine turns
patients into
commodities

10

2008 Commonwealth Fund International Health Policy Survey of Sicker Adults.
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There’s none - which is why reducing fragmentation with better
coordinated care remains such a low priority. .
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Here’s how: poorly coordinated care
results in extra testing and procedures and
more hospitalizations, which generates more
revenue for doctors and hospitals. What economic incentive does either
have to put in the hard work needed to better coordinate care for these
high-risk patients when they’ll get paid less for doing so?
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In a normal capitalist market like airlines or automobiles,
companies reward customers with benefits when they make mistakes seat upgrades when the airline reschedules your flight, for example, or
free replacement of defective auto parts.

Poor
coordination of
medical care is
not only
tolerated, but
encouraged by
fee-for-service
payments

As a result, suppliers work hard to
coordinate delivery of products and
services because they know they’ll pay a
financial penalty if they don’t that might
jeopardize their jobs. In America’s
healthcare system, by contrast, suppliers
are paid more when they fail to coordinate
the delivery of medical services.

Only in healthcare do we pay them
again when they screw up. When they
can’t find your prior CT exam, they order
you another one that duplicates the
expense and doubles your exposure to ionizing radiation that’s estimated
to cause almost 30,000 cancers annually in the U.S. – cancers that
generate yet more revenues for doctors and hospitals.
This sanctioned fragmentation of medical care is an indirect form
of physicians and hospitals controlling and driving their own demand. The
primary means of market control remains physicians’ sole control over
ordering tests, procedures, and hospitalizations and generally
determining where patients go for these services.
This is what has led to physicians buying their own hospitals, labs,
imaging, surgery, and radiation therapy centers to which they refer
patients - called physician “self-referral” - to make money off their
patients a second time (in addition to their earnings from their primary role
of patient care).
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Doesn’t this sound like corporate welfare? Or professional welfare
in terms of the specialists who happily benefit from our cockeyed
healthcare economics?
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But their ability to earn yet a third revenue stream from the same
patients as a by-product of providing sloppy and uncoordinated care is
what makes fee-for-service payments the “gift that keeps on giving”.
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Isn’t this what socialism actually looks like – the redistribution of
wealth to others?
Only in this instance, our wealth isn’t
being redistributed to the poorest members
of society, but rather it’s wealthiest – much
as has occurred in America in general with
our shrinking middle class, expanding
underclass, and extreme concentration of
wealth in the top one percent of the
population.

Fee-for-service
payments
…the
“gift that keeps
on giving”

And an unregulated free-market in healthcare would be the
ultimate fee-for-service environment. The irony, of course, is this antisocialist free-market rhetoric would promote reverse, or corporate,
socialism such as that described above.

Free-Market Capitalism
or Corporate Welfare
In short, we can never have free-market capitalism in American
healthcare. We have, instead, an entrenched form of corporate and
professional welfare that rewards fragmentation, dysfunction, and
incompetence rather than penalize it economically as a free-market with
fully informed consumers and transparency of provider performance and
pricing would theoretically do.
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At least that would be required if we lived in a world where logic
and facts had any bearing whatsoever in our healthcare – and political systems. Since we don’t, however, these arguments will continue to be
advanced as ideological bromides even though they have no legitimacy
with regard to rigged markets like healthcare.

26

Those who pretend to advocate for free-market solutions to our
healthcare mess need first to fix our entire medical payment structure,
misplaced incentives, and lack of transparency and then find ways to
assure fully informed consumers before their arguments can even be
seriously entertained.
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In this context, ideological arguments are diversions to
distract us from price-gouging and profiteering going on in the name
of “healthcare” in America. Their answer to our medical spending crisis is
further deregulation so “market forces” can fix things.
What this means in reality - as amply demonstrated in every
deregulated state in America - is more physician self-referral disguised as
“competition” that will generate even more aggressive use of tests and
procedures.

Rewarding
incompetence
and failure in
medicine is
corporate
welfare

This is our most rock-solid evidence
confirming the fallacy of free-market solutions
to America’s medical spending crisis. Just as
Massachusetts’ precedent with mandated
insurance was a “laboratory” to test the theory,
so are states that have deregulated and
allowed physician self-referral to flourish.

As noted earlier, a quick look at the states spending the most on
Medicare patients in their last two years of life at www.dartmouthatlas.org
reveals the biggest-spending states are generally those that have
deregulated the most.
Five of the ten biggest-spending regions in America are in mostlyderegulated Texas – including McAllen, Texas, featured in a 2009 New
Yorker article as the most expensive area in America for medical
spending.
It’s actually highly-deregulated Miami, however, that qualifies as
America’s medical rip-off capitol with Medicare spending for patients’ last
two years of life almost double the national average.
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And our experience under Republican administrations that favor
deregulation bears this out, as illustrated in the following graph:
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Deregulation in healthcare seldom results in conservative
practices. It instead removes oversight so the pursuit of profits can
drive even more aggressive and unethical practices.
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This graph illustrates the growth in medical spending among six
developed countries. Note all six were clustered under 8% of GDP in
1970 and the U.S. was barely higher than Canada in medical spending as
a percent of GDP. Our medical spending really took off in 1980 and
continued its spiral through 1992 under the Reagan-Bush I
administrations, leveled off from 1992 through 2000 under the Clinton
administration, and resumed its upward trajectory again after 2000 under
the Bush II administration.
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The solution to America’s healthcare problems may not be the
tepid version of health reform passed in 2010, but it certainly isn’t more of
the greed and absence of restraint that has caused many of our current
healthcare problems.
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This strongly suggests a return to free-market deregulation
would accelerate increased medical spending beyond the doubling in
medical spending already projected for the coming decade – which is
exactly the intent of those who advocate it.

Obamacare – The Good, the Bad & the Missing

A return to free
market
deregulation
would

accelerate
growth in
medical
spending

What’s needed isn’t more free-market
theory that the evidence proves is the cause of
our medical over-spending, but stronger
regulations in all 50 states to reduce the use of
overly aggressive medical interventions that
raise medical costs and patient risk for harmful
outcomes.
Substituting more conservative medical
practices for current aggressive practices that
line the pockets of doctors and hospitals - often
with no patient benefit and substantial risk of
harm - is essential to curtailing wasteful medical
spending that is often nothing more than…

Padding the Bill
The open-heart and spinal fusion surgery examples cited
elsewhere - where as many as 9 out 10 elective surgeries aren’t
necessary - are not isolated. In fact, much of medical practice is driven
not by patient needs, but by the availability of specialists and hospital
resources.
Researchers at Dartmouth’s Atlas Project have spent decades
documenting disparities in medical practice from community-tocommunity across America.
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An Associated Press (AP) report on Dartmouth’s Atlas Project
cited the range of hospital use for chronic disease Medicare patients in
their last two years of life. It ranged from 11.6 days of hospitalization in
Utah to 27.1 days in New Jersey. Spending ranged from $32,523 in North
Dakota to $59,379 in the aforementioned New Jersey.
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What they’ve consistently found is that your odds of having a
procedure performed vary from medical community to medical
community based not on whether you actually need the procedure
(researchers adjust for that), but on how many specialists the hospital has
that perform that procedure.
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Differences are even greater by community, ranging from 10.6
days of hospitalization for chronically ill patients in Bend, Oregon, to 34.9
days for patients in Manhattan. These are huge swings on the order of
100-200% and aren’t explained by doctors’ knee-jerk defense that “their
patients are sicker” (the Dartmouth folks, mostly doctors themselves,
adjust for medical severity).
Moreover, extra days in the hospital did not lead to better patient
outcomes or survival rates. Nor was the prestige of the institution a factor,
with patients at the Mayo Clinic’s St. Mary’s Hospital in Rochester, Minn.,
staying only 4.2 days in the intensive care unit vs.11.6 days at UCLA
Medical Center.
According to the study’s author, it’s the supply of hospital beds
– not how sick patients may be – that’s the key driver. According to
the Associated Press:
“Physicians appear to adapt their practice style to the resources
available…
“The more cardiologists there are on a per capita basis, the more
often (patients) will see a cardiologist. The more CT scanners
available, the more CT scans they will get.”11

Medicine is not a free-market – not
because it’s regulated, but because it lacks
informed consumers making the critical
purchasing decisions.

“The more CT
scanners
available, the
more CT scans
they will get.”
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A truly free-market requires both “willing buyers” and “willing
sellers”. In medicine, as noted earlier, these roles are conflated wherein
the suppliers – doctors – are effectively making the purchasing decisions
for the patient.

11

Hospital capacity drives costs. Associated Press, 4/7/08.
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This gets back to the fundamental
structural flaw in medicine that renders it
immune to the normal economic laws of
supply and demand.

OurHealthcareSucks.com/obamacare
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This allows them to easily “pad the bill” with tests and procedures
that many patients don’t actually need. Their ability to do this in a true
free-market where patients were well-informed consumers would be
limited, but the experience in largely unregulated states demonstrates
that patients are vulnerable to being ripped-off by these unsavory
practices.
Expanding these practices with further deregulation as suggested
by free-market advocates – who may have key roles to play in our future
healthcare environment in America – will simply expose more Americans
to medical fraud and abuse that deregulation encourages.
Nor is the traditional legal “protection” of “Informed Consent” of
any real value. The legal niceties of “informed consent” are just that –
legal niceties. How many patients actually understand the actual risks of
procedures and hospitalizations to which they legally consent?

Check your local
hospitals for
intensity of care
and excessive
charges

“Informed Consent” is a legal
device to protect hospitals and doctors
from legal malpractice claims. It isn’t a
sincere and concerted effort to actually
educate patients about the risks and
rewards of medical procedures to make
them more effective consumers (see
MedSmart Patients for further discussion of how to use Informed Consent
more effectively).
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Ask any friends, neighbors, or relatives who work in a doctor’s
office whether their use of tests and procedures increases on “off” days
when patients miss appointments and the practice’s revenue quota for the
day is endangered.
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Do some homework on your home community. Check out local
hospital intensity patterns via Dartmouth’s “Hospital Care Intensity
Report” at http://www.dartmouthatlas.org to see if the hospital you use is
“padding the bill” with excessive lengths of hospital stay or ICU utilization.
Free reports at www.healthgrades.com can tell you whether your
hospital’s charges for a given procedure are above or below average.
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Try to determine when you visit the doctor, especially specialists,
whether they’re having a “slow” day or not (meaning many patient
cancellations that could motivate testing you don’t need).
It may be hard to accept that such crass considerations apply to
the practice of medicine to which we entrust ourselves and our loved
ones. But the evidence is conclusive that it very much does and it would
be naïve in the extreme to ignore the evidence, especially with payments
for more of these inflated medical bills coming out of patients’ own
pockets.
In such a context of self-generated
medical “demand”, it’s essential that
patients train themselves to ask questions,
consider alternatives, get second and even
third opinions before consenting to pricy
and often dangerous medical tests and
procedures.
Learn to be assertive without being
obnoxious, skeptical without turning
cynical (see Chapter 13 for specifics).

It’s essential
patients train
themselves to ask
questions, consider
alternatives,
get second and
even
third opinions

With some time and effort, it’s possible to assemble a team of
healthcare advisors you can trust to put your interests and wishes first
and not take advantage of the vulnerable position in which all patients find
themselves. The time to do that is before you really need them.
MedSmart Patients reviews some specific measures to help with this
selection (or replacement) process.
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Despite the evidence that deregulation of medical markets
actually causes medical over-spending and fails to lower costs with
more competition, free-market political factions will continue to expound
their disproven theories to cater to special interests that profit from
deregulation.
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Free-Market Deregulation
Promotes Medical Greed
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And public opinion remains vulnerable to these disproven
arguments because of the anti-government sentiment sweeping America.
Exploiting public sentiment in this manner will do nothing to
remove or reduce the size of government, however. Government wasn’t
reduced under either the Reagan or Bush administrations when
deregulation was the order of the day - leaving us with both bigger
government and bigger private medical businesses profiteering from
deregulation.

Consumer
protection
disappears
when
regulators
position
themselves
for lucrative
industry jobs

All repeating this mistake will do is render
government more ineffective so greater
profiteering occurs without effective oversight - at
consumer and taxpayer expense.
We’ve seen what happens in the financial
and oil drilling industries when government
regulators become thinly-disguised protectors of
the industry they’re supposed to be regulating.
Consumer protection effectively disappears as
government regulators position themselves for
high-paying industry jobs once their government
jobs end - at the expense of unwitting consumers
they’re paid, with our tax dollars, to protect.

Deregulation of private industry is an open invitation to
government corruption, yet in the “yin and yang” world of politics, it
inevitably resurfaces as a “solution” to an overreaching government.
Unfortunately, deregulation is not a solution at all, but rather a chronic
and core part of the problem.
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Less government, of course, translates into less government
oversight and more privatizing of public services with even less public
oversight than we have now.
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The false dichotomy posed by our current failed two-party political
system in America tells us that when the “more government” approach of
Democrats disappoints, the “less government” approach of the
Republicans is the only true answer.
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The truth is private industry is now global, with no allegiance to
anything “American”. The outsourcing of America’s middle class to
cheaper labor markets abroad is all the evidence we need of this fact.
And the oil spill disaster in the Gulf of Mexico provided further evidence of
what can happen when government regulators are asleep at the switch
or, worse, bought off by the industries they’re paid to regulate.
And if you think this doesn’t apply to healthcare, take a look at this
list of “rip-off states” excerpted from Our Healthcare Sucks. The states
also exhibiting poor performance on “Prevention & Treatment” are
highlighted in blue. This list of rip-off states with the worst quality and
highest medical costs is dominated by largely deregulated states.

“RIP-OFF” STATES
Worst performance and highest costs
Mississippi
Oklahoma
Louisiana
Arkansas
Texas
Kentucky
Illinois
Tennessee
West Virginia
New Jersey
Washington, D.C.
New York
Michigan
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What’s truly needed isn’t less government oversight,
but more effective oversight
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Source: Commonwealth Fund State Scorecard on Health
System Performance, 2009
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What’s truly needed isn’t less government oversight, but more
effective government oversight – free of corrupting gifts, payments,
bribes, and other cozy relationships with those being regulated. And
physicians in America are no strangers to this unsavory process.
According to the Center for Responsive Politics website
www.opensecrets.org, physicians and physician groups were among the
top campaign donors in the 2009-2010 congressional election cycle accounting for more campaign donations than pharmaceutical, medical
equipment, and insurance companies (all insurance companies, not just
health insurers) combined.
In addition, their funding of Political Action Committees (PACs)
also exceeded that of pharmaceutical companies, medical equipment
companies, and health insurers combined. And with all the negative
media attention on health insurers during the health reform debate,
physician groups spent over four times as much on political lobbying
in 2009 as all health insurers and HMOs.
Combined with hospitals and other health service providers, they
spent about as much as the notorious pharmaceutical and medical
equipment manufacturers on political lobbying in 2009 at about $250
million. The U.S. healthcare industry employed over 3,400 lobbyists in
2009, or over six lobbyists for every member of Congress.
Physician groups are such “heavy hitters” in Washington lobbying
and campaign contribution circles because they know they have a very
good thing going with this dysfunctional medical market that serves their
financial interests extremely well.
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Free-market theories have limited application to
healthcare – some insurance measures make sense,
but are overwhelmed by
increased risk of provider abuses
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They remain the central players in the extremely big business of
American healthcare. And they intend to preserve the financial
advantages that fee-for-service medicine extends them.
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our fragmented, fraudulent, and dangerous medical system will continue
to pose no matter our political future, read the rest of the book. Take a
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Readers, especially those taking prescription drugs or on a medical treatment
regimen, are cautioned to consult with a health professional about specific
recommendations of any kind, including any made or inferred in this book.
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