
Fixing America’s Health
Care System

A Progressive Plan to Cover Everyone and Restrain Costs

The problems with America’s patchwork health care system are fast reaching
a critical mass. Soaring costs, rising faster than inflation, are eroding workers’
coverage and paychecks. Sixteen percent of Americans have no coverage at

all—a problem that has become worse in the last five years. And medical studies
reveal an alarming extent of poor-quality care that affects everyone.

A slew of perverse incentives and outdated
practices undermine the promise of modern
medicine. Insurance companies pay doctors and
hospitals the same fees regardless of clinical
success or failure. The government subsidizes
coverage for highly paid business executives
more generously than for rank-and-file workers.
Courts rule on malpractice lawsuits without
giving doctors guidance about how to avoid
medical mistakes. Doctors use paper records
that cannot be automatically checked for
mistakes, duplication, and missing care. Patients
receive treatments for avoidable ailments
without anyone showing them how to take
better care of themselves in the first place.
Scientists regularly produce important new
knowledge, but fellow scientists fail to
incorporate it into research that delivers cures,
and it often goes unused by doctors for years.

These problems are serious but not un-
solvable.  What is missing today is the political

imagination and courage to move to a new vision
of universal health care—one in which gov-
ernment takes action in the public’s interest,
without seizing control of the system. Such a
vision would reject the false choices offered in
the stultified left-right debate between those
who seek a government takeover of health care
and those whose veneration of free markets
would leave individuals to fend for themselves.
Instead, it would equip Americans with the tools
they need to build the world’s best health care
system from the ground up.

President George W. Bush has pinned his
hopes on health savings accounts (HSAs): tax-
free accounts for ordinary medical expenses
like physical checkups and preventive care.
They must be accompanied by high-deductible
insurance policies for major medical
emergencies. They are meant to restrain
spending by having consumers themselves pay
for the full cost of health care services out of
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their accounts. But HSAs are not the panacea
for rising health care costs that conservatives
claim.  Although they would stop some patients
from running to the doctor unnecessarily at
someone else’s expense, they would still re-
quire insurance companies to pay the bulk of
health care costs, since most health care
spending is for emergencies and other high-
cost care, not ordinary expenses.1 These
accounts are also unfair to patients with
chronic illnesses who have higher everyday
expenses that will quickly exhaust their savings
accounts.

Health care is not merely an individual
responsibility. Like education, health care is
critical for our personal and collective prosperity.
It cannot guarantee good health, but it can
prevent setbacks from diseases and accidents.

All Americans should have an equal opp-
ortunity to receive high-quality care.

The United States should have a health
care system that covers everyone; uses choice,
competition, and performance standards to
discipline costs; shares the responsibility for
paying for health insurance between
individuals and society; and rewards doctors
and hospitals for the quality, not quantity, of
the care they provide. This system needs to
be as up-to-date in Information Age tech-
nologies as financial services, manufacturing,
and other major industries. It needs the
support of a legal system that provides
reasonable compensation to injured patients
based on clear legal and medical standards, which
can help doctors prevent injuries. Finally, it needs
to be continually renewed with the promise of
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cures for those who suffer from disease and
injury. Specifically, we propose six steps
toward high-quality, affordable health care for
all:

1) Universalize the health care choices mem-
bers of Congress enjoy;

2) Require shared responsibility for the cost
of coverage;

3) Pay doctors and hospitals according to their
performance;

4) Deploy information technology for better
care and lower costs;

5) Create health courts for fair and reliable
justice in malpractice cases;2 and

6) Create a National Cure Center to speed
medical breakthroughs.

What Is Wrong With Health
Care in America?

Having a good job with health care benefits
is part of the American dream but that dream is
threatened by the glaring shortcomings of
America’s patchwork health care system. The
problems fall into three main areas: burgeoning
costs and declining quality of coverage among
those who have it; preventable death, disability,
and bankruptcy among the uninsured; and un-
safe and low-quality care that affects everyone.

Burgeoning Costs and Declining
Coverage

Too many U.S. workers feel their health
care benefits slipping away. Medical coverage
is again at the center of labor disputes, as
employers are cutting back or reducing
benefits. Here are the trends:

! Rapidly rising premiums. After a lull in
medical inflation during the early and mid-
1990s, health care costs began to rise again
in the late 1990s and have rapidly increased
since 2000.

! Health care costs outstripping wages.
Health care premiums have been increasing
faster than wages since 1998. For the past
four years, the average premium hike has
been at least triple the country’s wage
growth.3

! Less coverage. From 2000 to 2004, the
number of people without health insurance
rose by 6 million, according to the U.S.
Census Bureau.4 This precipitous increase
has wiped out all the progress made in the
mid- and late 1990s, when the rates of people
without insurance fell for the first time since
the Census began collecting data on health
insurance in 1987.

! Shrinking benefits. Deductibles have in-
creased by nearly 20 percent each year since
2000. Employees in small business now
typically face a deductible of $600.5

Rising costs are clearly disruptive—es-
pecially when they greatly exceed wage growth.
But some portion of the rapid cost growth
accurately reflects the growing value of modern
medicine. Costly new technologies may drive
up premiums, but they also yield longer, healthier
lives.

Meanwhile, an aging population and the
impending retirement of the baby boom
generation will drive up health care spending
and put ever-greater financing demands on
younger workers. The great public policy
challenge of our time is to ensure that everyone
has access to a basic level of health care services
that continually improves yet remains affordable
as demographics drive up demand and
technology drives up costs.
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Death, Chronic Illness, and
Bankruptcy Among the Uninsured

A coroner’s report will never list lack of
insurance as a cause of death, but people in fact
die when they do not have access to appropriate
care. Paramedics and emergency room doctors
can treat a heart attack victim, but they do not
provide the drugs and follow-up care needed
to prevent further heart problems.  The costs of
our nation’s chronic failure to cover the
uninsured are high and mounting:

! Preventable deaths. According to the
Institute of Medicine, 18,000 uninsured
Americans die prematurely each year
because they lack access to the non-
emergency care that those with insurance
typically receive.6 That is roughly equal to
the number of Americans who are murdered
each year.

! Chronic illness. Uninsured people with
chronic illnesses lack access to regular care
and suffer poorer health than those with
insurance.7 They are three times more likely
not to receive needed care,8 and under-
insured people with chronic illnesses are
twice as likely to be in fair or poor health
and to be disabled.9 Additionally, increased
copayments and deductibles for drugs in
employment-based health plans have caused
people with chronic conditions to cut back
on their medications. For example, when
patients with diabetes see their insurance
copayments double, they cut back on their
medications by 23 percent, which is likely
to lead to complications such as amputations
and heart disease after a few years.10

! Bankruptcy. Medical bills, along with credit
card debt, are the most common reasons
for personal bankruptcies in the United
States.11 Medical bills contribute to about
one-fourth of personal bankruptcies.12

Although research does not show how
often being uninsured causes bankruptcy, it
does show that the lack of health insurance
frequently worsens individual financial
problems.

! Economic losses. The loss of productivity
when workers are sick, the extra costs of
medical care for uninsured Americans, and
related costs total between $65 billion and
$130 billion annually, according to economic
researchers assembled by the Institutes of
Medicine.  The net economic gain from
covering the uninsured would be between
$31 billion and $61 billion per year.

Unsafe and Low-Quality Care
Affects Everyone

Our health care economy is plagued by
unsafe, low-quality care and chronic waste. For
example, prescriptions are not routinely checked
for dangerous interactions or whether patients
even picked them up at the pharmacy. Medical
mistakes are hushed to avoid lawsuits instead of
being discussed openly to prevent future errors.
New medical knowledge is not automatically
or consistently incorporated into the process
of how doctors make treatment decisions.  And
health care delivery is hardly a model of
efficiency: Medical records are often kept in
thick paper files and archived in distant
warehouses, while nurses and doctors track
down patients by phone instead of email to
deliver test results and schedule follow-up care.

No one wants to see doctors and hospitals
in a bad light since everyone depends on them
at some time; the very act of healing often relies
on trust in a medical professional. So, these
inefficiencies often appear to patients as
inconveniences rather than indicators of poor
quality. Despite countless hours searching for
the right care, waiting to see the doctor, or learn
test results, and wondering how much it will all
cost, most people rate their own care as
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satisfactory or higher. Such confidence reflects
the health care system’s general effectiveness
and the need for patients to believe in their care
when they feel vulnerable. To be sure, many
doctors and other health care professionals have
impressive medical expertise, life-saving insight,
considerable technological capacity, and vast
amounts of compassion. Despite the best
intentions, the quality of care suffers and waste
proliferates in many ways.

! Unsafe care. Polls show that one-fourth of
the public has experienced a medical error,
and between 48,000 and 98,000 patients die
each year due to medical errors in hospitals
alone.13

! Substandard care. Research shows that, on
average, patients receive the right care only
one-half of the time.14 Much of the deficit is
omitted care as opposed to mistaken care.
For example, surgeons performing hip
replacements often fail to order antibiotics
to prevent infections, which are especially
threatening to older patients.

! Variation in medical practice. Health care
researcher Jack Wennberg has documented
wide variation in the use of medical services
that have no effect on the medical outcome
for patients.15 In fact, more intense use of
medical care can produce poorer health
when patients are overmedicated with
conflicting prescriptions written by multiple
physicians who do not coordinate their care.

! Duplicative testing. At least 13 percent of
x-rays, blood work, and other diagnostic tests
are duplicated because one doctor cannot
readily call up the tests of another doctor.16

The annual cost of that duplication is $15
billion.17

! Unnecessary emergency room use.
Uninsured patients are not alone in receiving

care inappropriately through the emergency
room. Hospitals spend about $30 billion on
patients (with and without insurance) who
are admitted unnecessarily because emer-
gency room doctors lack vital information
about patients’ health care problems and
existing treatments.18

Six Steps To Comprehensive
Reform

The system clearly needs sweeping reform.
The political challenge, however, is to make
comprehensive reforms without threatening
existing health care for most people. The
following six proposals for reform would give
everyone an equal opportunity to be healthy
without forcing anyone give up what they
already have.

1. Universalize the Health Care
Choices Members of Congress
Enjoy

Millions of workers, especially those in small
businesses, have no choice in their health care
coverage because their employer picks a
provider for them.  This lack of control makes
them less satisfied with their health care plan,
suppresses competition between health plans,
and gives health plans the wrong impression that
employers, not employees, are their customers.
In contrast, members of Congress and federal
workers have a wide array of excellent private
health plans to choose from within the Federal
Employee Health Benefits program (FEHB).  This
system provides essential health care benefits,
such as prescription drugs and mental health
services, and gives federal workers a choice of
11 to 20 health plans, depending upon where
they live.

The federal government should work with
the states to universalize the FEHB approach. In
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such a partnership, Washington’s primary role
should be to help people pay for coverage who
do not have insurance, and the states should
ensure that everyone has access to choices of
coverage through either  FEHB or a comparable
menu of options that may be better suited to
the way health insurance works in a given state.
(Insurance laws and practices vary widely from
state to state.) Sens. Richard Durbin (D-Ill.) and
Blanche Lincoln (D-Ark.) and Reps. Jim Cooper
(D-Tenn.) and Ron Kind (D-Wis.) have
introduced legislation similar to PPI's proposal.19

In order for a health plan to be listed on a
menu of options for workers, it should meet
benefit standards similar to the FEHB. The same
kinds of services should be covered, and
individuals should be able to choose their own
levels of deductibles and copayments as they can
with FEHB. To ensure that any mandated benefits
are cost effective, Congress should require that
any legislation for mandatory benefits be subject
to a cost-benefit analysis similar to current
congressional budgetary reviews.20

To make coverage affordable for moderate
and middle-income uninsured workers and their
families, Congress should enact a tax credit to
offset at least one-half of the cost of the coverage.
Congress should also enact a smaller tax credit
for employees who are struggling to keep the
health care coverage they have, but who are
already receiving a partial tax break for their
coverage. Health care benefits, unlike wages, are
tax free. But this tax break perversely provides
larger subsidies to workers in higher tax
brackets. Tax credits would correct much of the
inequity without creating big, disruptive public
programs.

Public programs, such as Medicaid and the
State Children’s Health Insurance Programs
(SCHIP), should continue to play a key role for
low-income Americans and their gaps should be
filled. For example, Medicaid leaves out many
childless adults living in or near poverty because
it was originally designed as part of the welfare
system for women with children.  The program

should be expanded to ensure that the children
of moderate-income parents (about twice the
poverty level) have coverage.

At the same time, Medicaid and SCHIP
should be meshed seamlessly with job-based
coverage to end the separate and unequal
treatment of patients in these programs. States
should allow people who qualify for public pro-
grams to enroll at work or school, rather than
forcing them to enroll through the welfare
office. States should also allow eligible families
to use the money from Medicaid and SCHIP to
purchase or supplement coverage at work.  And
Medicaid and SCHIP should be among the op-
tions available through the state-based FEHB-
style menu of health plan choices. By eliminating
the isolation of public programs, they would be
less likely to dictate artificially low prices for
health care services, a notorious practice that
often limits access to care for patients in public
programs.

This proposal asks employers to play a new,
supporting role, rather than mandating that they
assume the burden of  America’s health insurance
crisis. Employers that do not provide coverage
should offer the state-approved menu of choices,
and use their payroll deduction systems to allow
workers to take immediate advantage of new
federal tax credits for health insurance. Em-
ployers who already provide coverage could
use the menu to expand choices for their work-
ers. For unemployed, temporary, and part-time
workers, states should make their FEHB-style
menus available through the unemployment in-
surance system, job training centers, and public
websites.  The administrative costs to states and
employers for creating and administering a menu
of choices would be offset with federal tax
subsidies.

Workplace enrollment is convenient and
effective. Studies show that making enrollment
as automatic as possible can produce much
higher participation in job-based benefit plans.21

With automatic payments, employees do not
regularly confront the question of whether
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health care coverage is worth it when compared
to other purchases that may hold more im-
mediate appeal.

The net cost of making coverage affordable
for all Americans is roughly $70 billion annually.
However, such a steep price tag should not deter
incremental progress, which could be achieved
for roughly $20 billion.22 This initial investment
could be financed with savings generated by
deploying information technology to reduce
duplicative and unnecessary health care services
(see step four), and other revenue sources such
as taxes on insurance premiums or pollution.
Future expansions would be contingent on the
success of other cost restraint measures, such
as the pay-for-performance programs described
below in step three.

2. Require Shared Responsibility
for the Cost of Coverage

The uninsured impose a cost on everyone
when they need care. Although hospital
emergency rooms are rightfully open to
everyone, regardless of the ability to pay, they
are under increasing threat of closure due to an
influx of non-paying patients. In effect, the insured
pay for the cost of maintaining this safety net.
Only by covering everyone can we end this
inefficient and inhumane system of cost shifting.

Universal coverage should be a shared
responsibility, not some new government
entitlement. Government should pay for those
who cannot afford to buy their own health
insurance. But people who can afford coverage
should be required to pay.  Specifically, individuals
who can get insurance through the workplace
should be required either to take that coverage
or pay a tax penalty (such as the loss of a personal
tax exemption, which was $3,100 in 2004).  The
tax penalty would then go to an uninsured
health care fund to finance safety net pro-
viders, much as people without auto insurance
are required to pay into uninsured motorists’
funds in several states.

This requirement should be phased in ac-
cording to income, starting with upper-income
individuals (who make up about one-fourth of
the uninsured), as Sen. Bill Frist (R-Tenn.) has
proposed.23 As tax credits and public programs
make coverage affordable, the requirement
should extend to all income levels. For example,
as former Sen. John Edwards (D-N.C.) proposed
during his campaign for the Democratic pres-
idential nomination, parents should be required
to obtain coverage for their children as part of a
new bargain that makes coverage affordable
through tax credits and public programs.

Employers should not be required to pay
for their employees’ coverage because the costs
of such a mandate would fall most heavily on
low-income workers in lower take-home
wages. Nonetheless, surveys show that most
small business owners who currently do not pro-
vide coverage would like to do so and would
be willing to pay for a portion of health care
benefits.24 If  Washington paid more than one-
half of the tab for covering the uninsured, PPI’s
approach would enable those employers to kick
in their own money for their workers’ benefits.

3. Pay Doctors and Hospitals
According to Their Performance

The old adage that you get what you pay for
is often not true in health care. The income of
doctors and hospitals generally depends on the
volume of procedures they provide, rather than
how well they perform those procedures. Nor
are they rewarded if they drive costs down.
Good, efficient care is obviously more valuable
to patients than bad care, but it is all the same to
providers’ bottom line; they generally get the
same payment either way. Doctors who try to
deliver high-quality, cost-effective care are not
rewarded by the reimbursement system.

Health plans basically pay medical providers
for specific procedures, not for attending to the
overall health of patients.  This is akin to buying
the parts of a computer without any guarantee
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that they will work together.  And many studies
show that the various parts of the U.S. health
care system do not work well together. A
comprehensive national study by RAND shows
that patients receive the right care only about
one-half of the time.25

Additionally, health care costs are out of
control because there is little competition to
reduce them.26 Employers traditionally have
shielded workers from the cost of services, so
the price of those services did not much matter
to patients. Today, employers are shifting costs
to employees, but they are not giving them the
tools they need to be effective health care
consumers. For example, patients cannot engage
in comparison shopping for lower-cost care
because health plans and providers do not tell
them the price of their care ahead of time.

Fortunately, some innovative employers,
health plans, and providers are working together
to change the reimbursement system. For
instance, seven health plans in California are
collaborating with providers and medical experts
to set standards by which health plans reward
high performance.27 Insurers receive a bonus if
their patients with diabetes have their condition
under control. In contrast, paying by procedure
rewards providers when diabetes is out of
control and patients need amputations, eye
surgery, or heart surgery. Nationally, approx-
imately 35 health plans covering about 30 million
people have pay-for-performance programs.28

The federal government should leverage
pay-for-performance and similar market trends
in the following ways:

! Expand regional purchasing coalitions.
Larger employers have formed coalitions like
California’s Pacific Business Group on
Health to improve their negotiating leverage
with health plans and providers. In
Washington, King County County Executive
Ron Sims has launched an alliance that will
coordinate systemwide quality improve-
ment and cost restraint efforts.29

Many such coalitions lack the resources
and market clout to be effective, however,
and most areas of the country do not have
one.  The federal government should expand
purchasing coalitions and increase the
effectiveness of their activities by offering
performance-based grants that reward
groups of employers that improve quality
and lower costs by collaborating with
providers and patients and sharing successful
methods. Coalitions could use these grants
to purchase and deploy new technology for
reducing costs and improving quality.

For example, a company called
Symmetry Health Data Systems has de-
veloped episode treatment groups (ETGs),
a system for comparing costs.  These ETGs
bundle together all the bills from doctors,
hospitals, and related services in ways that
patients experience health care problems
and services—for example, nor-mal
pregnancy without Caesarian section, minor
depression, or surgery for back pain.30 Using
ETGs, health plans can identify and reward
providers who have the lowest costs for
specific problems by steering patients to
them. Health plans could also develop a
patient-friendly version of ETGs so that
patients themselves could make a cost-
conscious choice about their health care for
a given medical problem.

! Give patients (and providers) information
on performance. When a patient makes a
choice about a health care treatment, pro-
vider, or plan, she should have information
about how it will affect her health in addition
to her budget.31 The government should
develop standards for reporting per-
formance and use a carrot-and-stick ap-
proach to ensure that providers make this
information available to patients.  Today, many
workers, including federal employees, have
performance information about competing
health plans (such as the use of preventive
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services like cancer screening).32 Per-
formance information about hospitals is
becoming more widely available thanks to
Medicare and regional employer coali-
tions.33 Public performance information
about doctors remains sparse, but many
health plans provide feedback privately to
doctors about their performance.34

! Use the same performance incentives in
federal programs and private health
plans. Medicare has been conducting a pay-
for-performance demonstration program
that rewards hospitals for high-quality care
that has shown early signs of success.35  This
program would be expanded throughout
Medicare under legislation proposed by Sens.
Max Baucus (D-Mont.) and Charles Grassley
(R-Iowa),  the leaders of the Senate
Committee on Finance, which has juris-
diction over Medicare.36 But to keep up
with private-sector innovation, Medicare’s
administrators will need more flexibility to
operate regionally in conjunction with
employer coalitions. Due to Medicare’s large
size, any attempts to simultaneously change
health care across the country are clumsy.
As PPI has proposed, Medicare needs to be
administered regionally by medical directors
who can work in partnership with local
employer health care coalitions and
implement other initiatives in pursuit of
national goals for quality improvement.37

In addition, state Medicaid programs that
have already taken the lead in quality im-
provement, especially for patients with
chronic illnesses, should leverage their
considerable investment by encouraging
similar efforts in the private sector.38

4. Deploy Information Technology
for Better Care and Lower Costs

Making an appointment with your doctor,
getting lab results, and renewing prescriptions

should be as easy as checking your bank balance
online. But the health care industry lags behind
most other sectors of the economy in the use of
information technology. This slow adoption of
information technology (IT) is dangerous and
inefficient. Lifesaving records about medical
history, prescriptions, and allergies are locked
away in filing cabinets and isolated computer
systems. The Food and Drug Administration
cannot easily monitor the safety of drugs after
they are approved for marketing. Doctors order
duplicative tests because they do not have quick
access to previous results.  They cannot track
the outcomes and costs of procedures as
patients move from provider to provider.  Experts
estimate that nationally deploying IT in health
care could save the industry $78 to $81 billion
per year—about 5 percent of the country’s total
health care spending.39 The federal government
needs to mount a massive effort to bring health
care into the Information Age.

The debate in Washington, shaped by
political leaders such as Sen. Hillary Clinton (D-
N.Y.) and former House Speaker Newt Gingrich
(R-Ga.), has focused on how to move to
electronic health records. Bipartisan groups in
Congress have introduced legislation on this
issue, and the administration's health IT czar,
David Brailer, is developing proposals for
promoting and sharing medical records
electronically.40

Despite the bipartisan interest in
electronic health records, however, the debate
about the government’s role has focused too
narrowly on setting data standards. Data
standards are important to prevent confusion
in the system, so that, for example, a doctor
who records patients’ weight in kilograms can
understand the records of another doctor
who uses pounds.  Yet, data standards already
exist for most critical health care data like
diagnoses, prescriptions, allergies, vaccinations,
and lab test results.  These data are available
in standard electronic form today, but the Bush
administration is pushing for new data
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standards instead of first putting existing
standardized data to good use.

The federal government should spur the
creation of a national network for exchanging
standardized health information electronically.
Its basic goal should be to build trust among
patients by giving them control of who has access
to their records through the network. It should
also give clear benefits as part of a virtual medical
home that includes their health records, online
appointment scheduling, email access to doctors
and nurses, electronic transmission of pre-
scriptions and referrals, online support groups,
self-care information (also known as therapy
information), and customized delivery of medical
information based on their health care problems
and interests. Patients should be able to sign up
for access to the network through their doctors’
offices. For doctors, providing health network
sign-up forms would be no different from
providing information about patients’ privacy
rights under federal law, as they do now.

All parties affected by the use of health
records should govern the network, including
representatives of patients, doctors, and hospitals.
The nonprofit organization Patient Safety
Institute currently provides a professional system
within which health care providers can share
information and could serve as a  way to create
a national network.41 The federal government
should encourage providers to use such a system.
A modest federal investment would let hospitals,
large medical groups, and individual doctors
(through state medical societies) join a
network. In return, the network would
produce savings many times over the initial
investment, both from decreased hospital-
izations that occur when doctors lack patient
data and from eliminating duplicative lab and
radiology tests.42 This network would account
for the savings, which could then be reinvested
toward covering the uninsured.  The network
should also be used to eliminate some of the
costs associated with using multiple systems
for claims processing; verifying patients’

eligibility for insurance benefits; tracking
diseases; drug and device safety problems; and
provider performance.

5. Create Health Courts for Fair
and Reliable Justice in Malpractice
Cases

The nation’s system of medical justice suffers
from two fundamental defects: It does not give
most injured patients access to justice, and it
does not send clear signals about standards of
care that would help health care providers avoid
medical mistakes in the first place.

Only 2 percent of patients injured by
negligent hospital care file malpractice claims.43

Elderly and low-income patients, in particular,
are even less likely to sue.  About one-third of
malpractice claims produce a payment through
a settlement or a trial.  Approximately 1 percent
of patients injured by malpractice receive any
compensation.

Injured patients usually do not know if they
are victims of bad care or simply bad luck, and
filing a malpractice claim can be an emotional,
time-consuming ordeal. It entails confronting
one’s doctor and spending countless hours in
acrimonious legal proceedings. Only people
with serious injuries and the potential for large
awards are likely to find a lawyer to take their
case because the legal costs involved are so high.
Even for those with a serious injury (disability
lasting six months or more), the malpractice
system compensates only one in 14 people.

To fix these problems, Congress should
create a national network of specialized health
courts that would replace America’s broken
medical justice system.  As explained in a
recent PPI report, health courts would make
it easier and less costly for patients to seek
compensation.44 States would establish them
as specialized, administrative courts similar to
the system that handles workers’ comp-
ensation claims. Sens. Mike Enzi (R-Wyo.) and
Max Baucus (D-Mont.) have introduced
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legislation to encourage states to create health
courts as pilot projects.45

Under workers’ compensation systems,
workers injured on the job simply submit a claim
form through their employer to an administrative
law judge or board. If the judge or board
determines that the injury occurred on the job,
a worker receives compensation according to
a schedule of benefits that takes into account
the severity of the injury, the degree of disability,
and the worker’s age and pay.

A health court system would be similar to
the workers’ compensation system in two ways.
First, there would be a schedule of benefits to
compensate patients for medical injuries. Second,
a health court system would be designed to
provide quick, consistently fair damage awards.
In a health court system, an injured patient would
submit a simple claim form, available through her
health care provider, to a local health court re-
view board. These boards would investigate
claims and determine if they are clear, uncon-
testable cases of malpractice. In such cases, they
would simply order the injured patient’s health
care provider to pay damages according to a
schedule of benefits.

After a health court review board has ruled
whether or not a case is cut-and-dry, appeals of
that decision, along with cases that are not clear
cut, would go to trial before a health court judge.
In a health court trial, as in a civil trial, lawyers
would represent both parties. But unlike
malpractice cases in civil trials, health courts
would render decisions that would help shape
clear legal standards for medical practice. In
addition, the health court judges, not the plaintiffs
or defendants, would hire expert witnesses to
settle questions about medical standards.  When
health court judges find incidents of malpractice,
they would determine awards using the same
schedule of benefits applied by the review board.

By setting legal standards for medical
practice, health courts would give doctors and
hospitals something they do not have today: clear
legal expectations from the courts.  They would

have new incentives to invest in patient safety
measures like computer systems that can detect
prescription errors and prevent injuries.

Health courts would be less expensive than
the current system.  Today, more than 50 percent
of court awards go to legal costs and lawyer fees,
nearly twice the overhead of a typical workers’
compensation system. Over time, medical
malpractice premiums should fall as comp-
ensation for injured patients becomes more
predictable and the new system helps clarify
standards of practice and reduce injuries. Initially,
however, premiums would be about the same
as they are now. Malpractice insurers would no
longer pay any of the sizable awards that make
headlines in the current system, but they would
more frequently pay limited compensation
awards for injuries that receive nothing today.

Health courts can break the deadlock in
Congress over malpractice reform. President
Bush and most Republicans blame “junk lawsuits”
for driving up doctors’ insurance fees.  To fix this
problem, they have proposed caps on non-
economic damages awarded by juries.
Democrats, meanwhile, focus blame for rapidly
rising premiums on the malpractice insurance
industry and argue that large malpractice awards
finance access to justice by allowing trial lawyers
to recoup the costs of cases they take without
an upfront cost to injured patients. Health courts
would give patients access to care and access
to justice.  They would enable all injured patients
to seek reasonable compensation without high
legal costs and would give doctors clear signals
about standards of care that could help them
avoid medical malpractice. Instead of debating
whether to place award caps on a broken
system of medical justice, Congress should adopt
health courts as a Third  Way.

6. Create a National Cure Center
to Speed Medical Breakthroughs

Most of the health care reforms outlined
here would ensure that everyone has an equal
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opportunity to benefit from scientific advances
in the practice of medicine. But ultimately, it is
the scientific advances that count the most.  The
nation’s medical research community, which
receives most of its public funding through the
National Institutes of Health (NIH), has pro-
duced great gains in reducing the burden of
disease and injury through the curiosity and
brilliance of individual researchers.  That progress
has often come through sheer serendipity,
however; the NIH has not been as successful
with mission-driven research that can accelerate
the delivery of cures for specific diseases or types
of injuries by planning research that can lead to
cures by design.  The NIH needs a clear focus
on translating the scientific advances made at
the laboratory bench to new therapeutics for
use at the patient’s bedside. Most bench
scientists work within highly specialized
knowledge areas, and most do not have the
opportunity to synthesize new knowledge
across disciplines to close the knowledge gaps
that obstruct the development and delivery
of cures.  As a result, individual scientists often
do not see the most likely pathways to cures
or consider the opportunities for the clinical
use of their own work, even when they pur-
sue research dollars or review the proposals
of their peers.

As Sen. Joe Lieberman (D-Conn.) has
proposed, Congress should require NIH to
organize a National Cure Center within the
Office of the NIH Director.46  The Center would
focus on “cure gaming.”47 Like military war
gaming, which integrates the capabilities of all
branches of the armed forces, cure gaming would

include leaders from dozens of government
agencies with health and medical-related tech-
nology portfolios, the health research leadership
at academic institutions and industry groups, and
representatives of patient organizations. Cure
gaming would start with assessing the size, nature,
and potential vulnerabilities of specific health
threats from diseases and injuries. Cure game
participants would create maps for solving the
toughest cure-related problems by drawing on
diverse fields of expertise and by using the
science of risk analysis and decisionmaking to
increase the chances for success.  With these
maps in hand, the NIH director and Center
director would develop “cure-mission plans,”
with various tasks to be undertaken, as
appropriate, with traditional NIH funding
mechanisms, expanded public-private partner-
ships, and any other new financing mechanisms
deemed necessary to achieve each cure plan’s
stated goals and milestones. Diseases like
Alzheimer’s and diabetes may be ideal for cure
gaming.  The NIH director and Center director
would be publicly accountable for achieving
specific cure-mission goals and milestones and
would report plans and progress to Congress.

Conclusion

The six steps outlined here aim to create a
distinctively American approach to providing
universal health care that is decentralized, not
top-down; that rests on the principle of mutual
responsibility, not entitlement; and that puts
patients—not providers, insurance companies,
or bureaucrats—first.
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