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Preface

As of this writing, a few weeks after the
health insurance exchanges were opened
for enrollment on October 1, 2013, millions
of Americans across the nation were begin-
ning to get a first-hand experience with the
Affordable Care Act (ACA), nicknamed
Obamacare. In a country in which people
have been divided almost in the middle on
their views, there has been no dearth of
speculations on both sides ever since the
ACA became law. One side has claimed
that the ACA is destined to fail, while the
other side has reached the grandiose con-
clusion that, finally, most Americans will
have access to affordable, high-quality
health care. We think that such prophetic
assertions on both sides are premature. The
truth perhaps lies somewhere between the
two extremes, but it will not be known for
at least a year or two.

Some provisions of the ACA went into
effect between 2010 and 2012. They included
coverage of children and adults under the
age of 26 as dependents under their parents’
health insurance plans, elimination of life-
time dollar limits in health plans, increases
in annual caps on health care use, inclu-
sion of preventive services with no out-of-
pocket expenses, temporary credits to small
employers to offset health insurance costs,
certain discounts on drugs for Medicare

9781284037753_FMxx_00i_xxx.indd 9

beneficiaries, and a requirement that health
plans spend no less than a certain proportion
of the premiums on providing medical care.
These mandates, mainly imposed on insur-
ers, were implemented without much ado as
most consumers benefited from them. The
additional costs were, of course, borne by
the insurers. Eventually, however, increased
business costs are always passed on to the
consumers.

The eventual success or failure of the
ACA, or of any other health care reform
efforts in the future, will hinge on several
factors. Some critical unanswered ques-
tions are: Will a large number of young and
healthy people enroll through the exchanges
to prevent an upward spiral in premium
costs, sometimes referred to as a “death
spiral?” Will the employment-based health
insurance system survive, and, if so, to what
extent? Will private insurance companies
continue to participate in the government
exchanges, or will they hand over the reins
to the government at some point? Will the
number of providers be sufficient to care for
a large influx of the newly insured popula-
tion? Will Americans have at least the same
level of access to health care services that
the insured now have, or will access deterio-
rate for everyone? Will a heavily indebted
nation be able to afford the rising levels of

14/02/14 10:51 AM



X Preface

spending without causing serious disloca-
tions in the overall economy? Even though
there is uncertainty in these areas, this book
attempts to inform the readers on these and
many other issues based on what is already
known and what some of the trends may be
pointing to. In most areas, however, we offer
known facts so that the readers can apply
their critical thinking skills and draw their
own conclusions, pro or con.

Reforms under the new law contain
several areas aimed at improving the cur-
rent health care system. The main areas
include a reinvigorated emphasis on pre-
vention; incentives for care coordination;
incentives for hospitals to improve qual-
ity; enhanced quality reporting require-
ments; federal assistance to improve the
primary care infrastructure, although it is
quite inadequate; federal support to autho-
rize “generic” (biosimilar) versions of cer-
tain biologics; and insurance coverage for
low-income citizens and certain vulnerable
groups. These reforms have theoretical
bases and precedents so that positive out-
comes can be expected in the future.

On the flip side, the ACA has created
much confusion, uncertainty, and con-
troversy. For employers, even though the
mandate to provide health insurance has
been delayed until January 2015, complex
reporting requirements will increase busi-
ness costs. Both large and small businesses
are juggling with various options in an
effort to find optimum solutions. Eventu-
ally, many workers will be left with reduced
work hours, unaffordable premiums, with-
out family coverage altogether, or complete
loss of a job because of how the ACA has
been crafted. As an example of the burden
many working Americans are likely to face,
researchers at the Kaiser Family Founda-
tion estimated that 3.9 million non-working

9781284037753_FMxx_00i_xxx.indd 10

dependents were in families in which the
worker had employment-based coverage but
the family did not. These family members
would be excluded from getting federal tax
credits to subsidize their purchase of health
insurance through the government-run mar-
ketplaces. On another front, literally millions
of Americans have experienced cancellation
of their existing privately-purchased health
insurance because the policies do not com-
ply with ACA mandates. That these covered
individuals were satisfied with their insur-
ance is inconsequential as far as ACA com-
pliance is concerned. The same individuals
are finding premiums to be unaffordable
when they sign up for coverage through the
government-run marketplaces. A last-min-
ute announcement by the Obama admin-
istration on November 14, 2013 to allow
existing insurance policies to continue for
another year under certain conditions seems
to have done little to assuage the problem.

The US Supreme Court did not help
matters when it upheld half of the law, but
let states decide whether they wished to
expand their Medicaid programs—as ini-
tially intended by the ACA—or opt out.
About half the states have opted out, which
leaves many vulnerable groups in those
states in a state of uncertainty if they are not
already covered under Medicaid.

Other issues associated with the ACA
include the bulk of the previously unin-
sured people still to be left without health
insurance (estimated to be around 25 to
30 million), uncertain health care costs,
experimentation with untested care deliv-
ery models that could create dislocations in
access and cost, and controversies and legal
actions still in place even after the Supreme
Court’s ruling that was handed down in June
2012. The latter category includes lawsuits
brought by Catholic and other religious

14/02/14 10:51 AM



groups based on objections to providing
contraceptives mandated by the ACA. On
December 31,2013, US Supreme Court jus-
tice, Sonia Sotomayor, an Obama appointee,
issued a temporary injunction that blocked
the Obama administration from enforcing
the birth control mandate for certain Catho-
lic groups. Of course, the Obama adminis-
tration has objected to Sotomayor’s injunc-
tion. According to one report, more than 90
legal challenges have been filed around the
country, and the ACA could once again be
reviewed by the Supreme Court. In addi-
tion, the forthcoming November 2014 con-
gressional elections have some Democrats
worried because they voted for the now
unpopular ACA. They are trying their best
to distance themselves from the ACA. No
doubt, the ACA faces turbulent times ahead.
Hence, confusion and uncertainty are likely
to prevail for some time to come.

New to This Edition

This Sixth Edition has undergone some of
the most extensive revisions we have ever
undertaken. We have done this while main-
taining the book’s basic structure and layout
which, for more than 15 years, has served
quite well in helping readers both at home
and overseas understand the complexities of
the US health care delivery system. Some
basic elements of US health insurance and
delivery are intentionally retained to assist
the growing number of foreign students
in US colleges and universities, as well as
those residing in foreign countries.

The major updates reflect on two main
areas: (1) Regardless of its future, the ACA
will radically change health care delivery in
the United States, for better or for worse.
Because of its far-reaching scope, different

9781284037753_FMxx_00i_xxx.indd 11
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aspects of the ACA are woven through all
14 chapters (see the Topical Reference
Guide to the Affordable Care Act for easy
reference). The reader will find a gradual
unfolding of this complex and cumbersome
law so it can be slowly digested. To aid in
this process, every chapter ends with a new
feature, “ACA Takeaway,” as an overview of
what the reader would have encountered in
the chapter. Details of the law are confined
to the context and scope of this book. (2)
US health care can no longer remain isolated
from globalization. An integrative process
in certain domains has been underway for
some time. Hence, it has become increas-
ingly important to provide global perspec-
tives, which the readers will encounter in
several chapters.

As in the past, this edition has been
updated throughout with the latest pertinent
data, trends, and research findings avail-
able at the time the manuscript was pre-
pared. Copious illustrations in the form of
examples, facts, figures, tables, and exhib-
its continue to make the text come alive.
Following is a list of the main additions and
revisions:

* Chapter 1:
* Abasic overview of health care reform
and the Affordable Care Act (ACA)
* Critical global health issues

* Chapter 2:
* Health insurance under the ACA
* Measurement of Healthy People
2020 goals
* Global health indicators

* Chapter 3:
» E-health and its current applications
for consumers
» New expanded section: Era of Health
Care Reform
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» Chapter 4:

The ACA and physician supply
Updated information on non-physi-
cian providers

* Chapter 5:

Clinical decision support systems
(CDSS) and their benefits
Introduction to health information or-
ganizations (HIOs)

Introduction to nanomedicine
Revisions to HIPAA in conjunction
with the HITECH law

Update on remote monitoring
technology

New section on biologics and their
regulation by the FDA

The ACA as it applies to medical
devices and biologics

* Chapter 6:

Adjusted community rating for insur-
ance underwriting under the ACA
New exhibit to spotlight differences
between the two main types of high-
deductible/savings plans

New section, “Private Health Insur-
ance Under the ACA,” covering de-
tails of the many changes that private
insurance plans and employers must
comply with

Changes in Medicare, including
changes in reimbursement, required
by the ACA

Recent trends affecting the HI and
SMI trust funds

Ambiguity over Medicaid that creates
two different programs and ironies
created by the ACA

Refined DRGs (MS-DRGs) for re-
imbursement of acute-care inpatient
hospital services, and ACA stipula-
tions for hospital reimbursement
Updated current directions and issues
in financing
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e Chapter 7:

Primary Care Assessment Tool
Medical home measurement
Primary care providers in other
countries

Current developments in home health
care

Current developments in community
health centers

Current developments in alternative
medicine

Global trends in health care providers

* Chapter 8:

New section on hospital utilization
and factors that affect hospital em-
ployment

New section on hospital costs

e Chapter 9:

New section on pharmaceutical man-
agement as a cost-control mechanism
in managed care

Introduction to triple-option plans
New section on managed care and
health insurance exchanges under the
ACA

Expanded section on accountable
care organizations

New section on payer—provider
integration

* Chapter 10:

Limited federal financial incentives
to states for additional home- and
community-based long-term care ser-
vices under the ACA

New model of continuing care at
home

e Chapter 11:

The uninsured under the ACA
Updated information on the homeless
Updated information on mental health
Updated information on the chroni-
cally ill

New section on the migrant populations
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* Chapter 12:
» Current issues in health care cost, ac-
cess, and quality
* CMS program related to quality
* AHRQ quality report card/indicators
* NCQA and quality measures

* Chapter 13:
* Current critical policy issues
» Future health policy issues/challeng-
es in both the US and abroad

» Chapter 14:
» Expansion of the framework: Forces
of Future Change
* Revised section on the future of
health care reform
* Perspectives on universal coverage
and access vs. single-payer system

As in the previous editions, our aim is to
continue to meet the needs of both graduate and
undergraduate students. We have attempted to
make each chapter complete without making
it overwhelming for beginners. Instructors, of
course, will choose the sections they decide
are most appropriate for their courses.
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As in the past, we invite comments from

our readers. Communications can be directed
to either or both authors:

Leiyu Shi

Department of Health Policy and
Management

Bloomberg School of Public Health

Johns Hopkins University

624 North Broadway, Room 409

Baltimore, MD 21205-1996

Ishi@jhsph.edu

Douglas A. Singh

Judd Leighton School of Business and
Economics

Indiana University—South Bend

1800 Mishawaka Avenue

P.O. Box 7111

South Bend, IN 46634-7111
dsingh@iusb.edu

We appreciate the work of Xiaoyu Nie in
providing assistance in the preparation of
selected chapters of this book.
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