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Single-Payer Health Care: A Tale of 3 States
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- Kaitlin Hunter What do Vermont, the bluest of blue states, Colorado, a
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Economic Program purple-trending blue state, and Massachusetts, home of an
David Kendall all-blue congressional delegation, have in common? They’ve
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States are the laboratories of democracy. Yet, single-payer
initiatives have consistently failed. These experiments
demonstrate the challenges that single-payer faces—ranging
from high costs to opposition from core progressive
constituencies. This report examines the single-payer
experience in each of the three states. It also looks at what
rose from the ashes after the efforts failed and what

policymakers can learn.

Plan Summaries

Vermont, Colorado, and Massachusetts each took a different
approach toward single-payer, as depicted in the chart
below. !
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Vermont

In 2011, Vermont State Senator Peter Shumlin became
governor having campaigned on single-payer health care.
The enactment of the ACA in the previous year made single-
payer a seemingly realistic option because the law allowed
states to establish innovative ways to finance and deliver
health care. In his first year in office, Governor Shumlin took
the state one step closer to single-payer by winning the
enactment of legislation to create the nation’s first single-
payer system, called Green Mountain Care. His attempts to
implement the law spanned his first two terms in office
(Vermont governors serve two-year terms) during which he
continued to campaign on single-payer right up to his
election to a third term. Despite all the momentum, Shumlin
could not overcome several major obstacles, and the single-

payer experiment officially ended in late 2014.

What were the obstacles and why did they prove immovable?



1. Escalating costs. The initial estimate for Green Mountain
Care was that it would save $1.6 billion over ten years.
However, there were still numerous unknowns, such as
what benefits patients would receive and their specific
cost-sharing requirements. 2 Once enacted, Governor
Shumlin had until January 2013 to present a financing
package to state lawmakers that would pay for the new
single-payer health care system. However, that deadline
came and went. Nonetheless, the governor pushed ahead
without a plan to pay for the legislation. “We can move
full speed ahead with what we need without knowing
where the money’s coming from,” said the Governor’s
special counsel for health reform. 3 Nearly a year later,
the Governor announced he would release a new
financing plan after the 2014 elections.

The Governor’s team ran 14 financing concepts that tried
to create a fair balance between payroll taxes and income
taxes. But, the computer models all showed that the only
way to set taxes at rates as low as they wanted would be
to give residents skimpier coverage that most insured
Vermonters already had. “We were pretty shocked at the
tax rates we were going to have to charge,” Governor
Shumlin recalled. 4 After it was all said and done, Green
Mountain Care would have cost $4.3 billion in its first
year—financed, in part, by $2.8 billion in new state tax
revenue, or a 151% increase in total state

taxes. > Governor Shumlin’s team estimated this cost
would have swollen to over $5 billion in 2021. For
context, the entire budget for the state of Vermont was
$5.01 billion for 2012-2013. Officials in the state
determined that an 11.5% state payroll tax and a 9.5%
income tax would be necessary to pay for the new health
care system. “In a word, enormous,” is how Governor
Shumlin described the tax hikes needed to fund single-
payer. ® “Aswe completed the financing modeling,”
Shumlin lamented, “it became clear that the risk of
economic shock is too high to offer a plan I can

responsibly support...” 7 Despite being a small,



progressive state, the government still could not figure

out a way to make the numbers work.

Green Mountain

Care Balance Sheet 2017 2019 2021
Annual Cost $4,340,000,000 $4,820,000,000 $5,177,000,000
E:::E:g“mlth Core $1,751,000,000 S$1, 894,000,000  $2,011,000,000
New Revenue

From Payroll & $2,757,000,000 $2,933,000,000 $3,020,000,000
Income Taxes

Surplus (+)/Deficit (-) $168,000,000 $7,000,000  -$146,000,000

Source: “Green Mountain Care: A Comprehensive Model for Building Vermont's Universal
Health Care System,” December 20, 2014; Avik Roy, “Six Reasons Why Vermont's Sin-
gle-Payer Health Plan Was Doomed From The Start,” Forbes, December 21, 2014.

Note: This analysis does not include some of the promises the Governor made, including
transitioning small businesses (reduce revenue by $500,000,000), which is equivalent to
4% more in payroll taxes or 50% increase in income taxes.
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2. Fragmented coalitions. Union members, community
activists, disability rights advocates, and the Vermont
Workers’ Center (a group of single-payer supporters) all
initially rallied to support the legislation. However, the
new law unleashed a torrent of lobbying by these
organizations trying to ensure the new law benefited
their members before the new health care system was set
to be implemented in 2017. single-payer advocates and
unions pressed hard for generous benefits. Employers
wanted coverage for out-of-state employees, while small
businesses were terrified of huge tax increases. Large
businesses pushed back strongly on the cost of the new
plan. 8 Self-insured companies lobbied against tax
increases, as they resented the prospect of being taxed
more to help others get coverage. These groups also
failed to educate the public on the trade-offs a single-
payer system would entail, including the huge tax
increases.

Governor Shumlin said that no one should be worse off
under his plan, so he agreed the new system should cover
out-of-state workers and 94% of Vermonters’ health
care costs, more than the most generous plan available
on the marketplace today. 9 He also agreed to consider a
grace period for new taxes on small businesses, which
would have reduced funding for the program by another
$500 million. Still, these decisions made paying for the
plan even harder. As a result, a few months before the
decision about whether to move ahead, the Vermont
public was divided over single-payer: 40% support, 39%
opposed, and 21% undecided. 1° Support had fallen from
the initial level of 48% support, 36% opposed, and 16%

undecided. 1



3. Regressive impact on families. Nearly all private employers,
but particularly small businesses, would pay more under
the new health plan. The taxes required to provide the
coverage Governor Shumlin promised would have shifted
costs onto employers, who could then shift those costs
onto their employees. While many employees would
receive better coverage under this new plan, other
employees faced a new financial burden as these new
costs would likely come out of their wages. For example,
a worker making $20,000 at a small firm would be worse

off under the new plan. 12

With single-payer dead in the state, Vermont switched gears
and pursued an innovative delivery model that built on the
ACA instead of replacing it. In October 2016, Governor
Shumlin and the Green Mountain Care Board—the board
originally responsible for implementing single-payer—
released the first draft of the Vermont All-Payer Accountable
Care Organization (ACO) Model, which pilots new payment
models that coordinate physical health, mental health, and
social services to help patients with the most complex needs.
The new All-Payer ACO Model successfully builds on the
existing health care infrastructure and state partners instead
of trying to re-make the entire health system. Initial results
from the study show that Medicaid beneficiaries are making
greater use of primary care and behavioral health services,
and those individuals deemed “high or rising risk” had
substantially fewer emergency department visits than before

the program. 13

Colorado

In 2016, Colorado residents voted on a citizen-initiated
single-payer ballot initiative, Amendment 69. The ballot
initiative would have amended the state constitution and
created a taxpayer-funded, universal health plan for the state
that would be operated by a 21-person elected board. This
would have put all Colorado residents who currently receive
private insurance onto ColoradoCare, while those with

Medicare and Tricare would keep that



insurance. ' ColoradoCare would cover 11 categories of
health services, such as “prescription drugs and medical
equipment” and “preventive and wellness services,” with no
deductibles or copayments for preventive and primary care
services and some cost-sharing for other services. Despite
being a progressive policy proposal, many Democrats and
progressives opposed the measure. With close to 2 million
votes, Amendment 69 was strongly defeated by nearly 60%
(79% opposed, 21% in favor). > Not one county in Colorado
voted in favor of the initiative. 1® Even in some of the most
liberal counties that voted in favor of Hillary Clinton by a
large majority, the ballot initiative failed by at least

20%. 17 This same failure was seen in other progressive
states as well. California’s ballot initiative garnered only 27%

of the vote and Oregon’s initiative saw only 20% in favor. 18

SINGLE PAYER BALLGT  VOTED INFAVOR OF
INITIATIVE

Denver County 32.8% 73.7%

Boulder County 37.9% 70.3%

Pitkin County 35.6% 69.7%

Costilla County 27.5% 60.9%
Si‘J_LlL'ce: . I._'-I!-w! ado Amendment 69 Create State Healthcare Systems Results:
Rejected,” The New York Times, August 1, 2017
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Why did the ballot initiative get defeated by such large

margins?



1. Escalating costs. The ballot initiative would have resulted
in a $25 billion tax hike in the first year in order to fund
the $36 billion health care program, which is nearly $10
billion larger than the 2017 budget for the entire
state. !9 Financing for the new health care system was a
10% tax on nonwage income and a 6.67% payroll tax on
employers and 3.33% tax on employees. 2° Even with
these new taxes, the state would face a $7.8 billion deficit
after ten years.

Colorado voters hadn’t passed a statewide tax hike for
more than two decades, making the proposal a hard sell.
Some voters worried that the price tag would make
Colorado less attractive to new businesses and young
workers. 2! Voters were also concerned about the
proposed tax authority the law would give to the new 21-
member governing board. The board would have the
ability to raise taxes with very little oversight. If health
costs increased or the plan was more expensive than the
models showed, the board would be forced to find a way
to pay for it, primarily by raising taxes further. The law
also had no way to ensure transparency on the board.
One resident noted that it would be very easy for a donor
to influence the makeup of the board and dictate the
success of the new health care system. 22 This
unorthodox transfer of taxing power with no oversight

gave many voters pause.



2. Fragmented coalitions. Amendment 69 was opposed by
dozens of organizations across the political spectrum.
Progressive think tanks, unions, the business
community, and advocacy groups, came out against the
measure because it was “a poorly thought-through
initiative.” 23 Women'’s health groups, including NARAL
and Planned Parenthood, opposed the bill because it
would remove access to abortion for the hundreds of
thousands of women currently in private health plans
that cover the procedure. Due to a 1984 Colorado law
banning public funds from paying for abortions, the
proposed bill would not be able to cover elective
abortions for any woman in the state. As amendments
can only address one issue, the ballot initiative could not
make any changes to the existing abortion
law. 24 Moderate policymakers such as Governor John
Hickenlooper, Senator Michael Bennet, and former
Governor Bill Ritter all came out against the bill. This
outcry led to citizens’ negative perception of the bill. In
an August 2016 poll, 27% supported and 65% opposed
Amendment 69. Democrats were more favorable toward
the measure, with 41% in support and 45% in

opposition. 25

3. Regressive impact on families. A report by the left-leaning
Colorado Fiscal Institute noted that while many low-
income Hispanic families would pay less under
ColoradoCare (not counting the employer side of the
payroll tax), poor Medicaid enrollees would be faced with
new taxes without new health benefits to offset
them. 26 Similar to the legislation in Vermont, low-
income workers would disproportionately bear the
burden of costs in a health care system financed on
payroll taxes, while receiving coverage that would be no
better than what they already had.

While gubernatorial candidate Jared Polis called for a multi-
state single-payer system on the campaign trail, after his
election, he instead has focused on lowering health care costs

for Coloradans. 27 In April 2019, Governor Polis unveiled the



Roadmap to Savings Coloradans Money on Health Care. The
plan included passing a public option, a reinsurance program,
a ban on surprise billing, expanding the primary care
workforce, and increasing access to healthy food. His first
action was to sign House Bill 1001, which requires financial

transparency of hospitals. 28

Massachusetts

Massachusetts has a longer, more complicated single-payer
story, but the ending was the same. The state has debated the
single-payer idea for three decades, with the first single-
payer bill being introduced in 1986. Local, non-binding ballot
initiatives in support of single-payer have been passed over
20 times. 29 The state also has some of the strongest
advocates for single-payer. Yet, despite the support from
constituents and legislative interest, the bill has never gotten
out of committee, let alone made it to the governor’s desk.
Furthermore, candidates who have run on a single-payer
platform, such as the former acting administrator of the
Centers for Medicare and Medicaid Services Donald Berwick,
have not won elections. 3° Despite public support, legislative
action, and a strong progressive coalition, single-payer has

never gotten off the ground. Why not?

Similar to the other two states, the taxes necessary to fund a
single-payer bill would be huge. MassCare, a Boston-based
advocacy group, estimated that single-payer could be
financed with a 10% capital gains tax on unearned income
above $30,000, and a payroll tax of 7.5% for employers and
2.5% for employees. 3! The state’s fiscal 2019 budget totals
S$41.2 billion, which includes all the money used to pay for
public services like fixing roads and funding schools. About
£40% already goes toward public insurance programs. Adding
$22.8 billion in health costs (the amount currently paid by
private insurance) would increase the state budget by more
than 50%. 32

John McDonough, a professor of public health at Harvard T.H.
Chan School of Public Health said the biggest issue facing



Medicare for all is related to cost. “How are you going to pay
for it?” he asked, rhetorically. “The level of taxation that
would be required to replace private premiums would be seen
as off the wall by most people.” Furthermore, health care
costs in Massachusetts have been increasing rapidly. In the
last five years, health care costs grew 21%, increasing to $61.1
billion in 2017 compared to $50.5 billion in 2013. “It’s almost
impossible to find a revenue source that grows at the rate you
would need to feed moderate cost growth in the health care
system,” said Anya Rader Wallack, a professor in the School
of Public Health at Brown University in Rhode Island. 33

While single-payer has continued to stall for decades, the
state has pushed forward on health care in a multitude of
ways. Massachusetts passed a health care reform law in 2006
with the aim of providing health insurance to nearly all of its
residents. The law mandated that nearly every resident of
Massachusetts obtain a minimum level of insurance coverage,
provided free and subsidized health care insurance for low-
income residents, and mandated most employers to provide
healthcare insurance. Many provisions of the law, such as the
Massachusetts Health Connector, were used in the drafting of
the ACA. 34 After the law’s implementation, 97% of
Massachusetts residents had health coverage compared to
just over 90% nationally. 35> The reform also improved health
outcomes: the state saw reduced mortality for all residents.
The mortality rate decreased even more among low-income

households and those who were previously uninsured. 36



Comparing the 2006 Massachusetts
Health Law to the Affordable Care Act

Affordable Massachusetts

Major provisions Care Act Health Law
Individual mandate Yes Yes
Employer responsibility Yes Yes
Affordability credits Yes Yes
Standard benefit package Yes Yes
Establishes exchanges Yes Yes

Prohibits insurance

company from cancelling Yes Yes
coverage

Bans denying medical

coverage for pre-existing Yes Yes
conditions

Medicaid expansion Yes Yes
Medicare savings Yes No Authority
Delivery system reforms Yes No

“alsyn, “Romneycare Versus Obamacare,” Center for American Progress,

Note: The individual mandate penalty is no longer enforced at the federal level
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Conclusion

Single-payer advocates are right that universal coverage is
fundamental to a successful health care system, economy,
and country. However, as these states have shown, raising
taxes to unprecedented levels and upending the entire health

care system is not popular. So what is the alternative?

First, Congress needs to address the costs of health care. No
one should go bankrupt from a hospital visit, and everyone
should have access to care they can afford. But as Vermont
learned, simply replacing premiums with taxes would require
a huge payroll tax of between 10-25%. Further, the “taxes
instead of premiums” message has failed in states from

Colorado, to California, to Vermont. For example, in



California, 53% of likely voters back single-payer but support

drops to just 41% when they are told it will require new taxes.

Instead, let’s expand on a technique from the ACA: cap out-
of-pocket costs based on income no matter where the person
gets insurance. This cap can be used in Medicare, Medicaid,
and private insurance so that no middle-class person would

pay more than 10% of their income on health care costs.

Furthermore, the right coalitions must be in the room. Those
coalitions need to be comprised of the people who use and
pay for their health care. A massive coalition of consumers,
unions, employers, small businesses, governors, and willing
participants of the health care industry are needed to
overcome opposition to change. The kernels of such a
coalition are available through Consumers First, which is
focused on realigning health care incentives to lower costs

and improve quality. 37

Third, any health policy plan must avoid a regressive impact
on low-income families. A consultant on the Vermont single-
payer plan said, “If you can’t do it in Vermont, with one
private health plan and low uninsured rates, then the amount
of disruption you would have nationally with winners and
losers would be enormous.” 38 Some people in this country
receive free or incredibly discounted care through Medicaid
and the ACA exchanges. However, under a single-payer plan
where taxes are increased upwards of 10%, they would bear
an undue cost burden. Instead of making them worse off,
Congress should focus on the millions of people who are
eligible for free and discounted care and make sure they are
enrolled through auto-enrollment or one-click simplified
enrollment process. And all low- and middle-income families
should receive protection from high costs based on their

income. 39

Let’s learn from the single-payer experiments in these
states. With 29 million uninsured and tens of millions more
worried about health care costs, the country does not have

time to waste on policies that won’t go anywhere. Instead,


https://www.thirdway.org/report/cost-caps-and-coverage-for-all-how-to-make-health-care-universally-affordable

let’s strengthen the ACA, control costs, build strong

coalitions, and achieve universal coverage.

1.
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