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What Are We Getting for Our
Obamacare Dollars?
Obamacare’s
enormous
administrative and
regulatory costs
imposed on
Americans far
outweigh its benefits.

The architects of Obamacare promised a U.S. health care revolution
that would control costs, improve quality, and provide coverage for all.
They guaranteed access to health care regardless of income or health
status. They promised that coverage for all would reduce costs by
preventing disease. After more than eight years, Obamacare has failed
to make good on its promises. Thanks to its poor design, it continues
to increase health care costs, degrade health care quality, and weaken
the market for private coverage. This Brief Analysis identifies the
Obamacare promises and describes how they have been broken.
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If Obamacare means anything
it means making private health
insurance more affordable and more
accessible. For low-income families,
the federal government has been
providing generous subsidies. As
of 2016, no low-income family must
spend more than 8.16% of its income
on health coverage.
But Obamacare also outlawed
charging health insurance premiums
that were based on the size of health
expenses an individual was likely to
incur in the future. It thus effectively
outlawed health insurance, an
arrangement in which individuals pay
a third party to assume the risk that
their health will decline and they will
need expensive medical care.
Instead, Obamacare required that
Americans buy health coverage
and that companies offering health
coverage issue a policy to anyone
willing to pay for it. To make things
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worse, companies offering coverage
cannot charge a different price to
two people of the same age, sex,
smoking status, and residential zip
code even if one of them has a
chronic disease that costs tens of
thousands a year to treat. This makes
premiums go up because people
in good health have little incentive
to purchase a policy until they get
sick, and people who are sick have a
strong incentive to buy an expensive
policy.
How well has it worked? Not well.
In the U.S., people are covered by
a variety of health arrangements.
People in the military, the Veteran’s
Administration, Medicaid,
and Medicare are covered by
government-run programs. Most
people of working age have private
coverage either through direct
purchase of an individual policy
or through an employer group
health plan. One of the major goals
of Obamacare was to reduce
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the percentage of people without coverage,
preferably by increasing the purchase of private
plans through the health benefits exchanges that
the law created.
Unfortunately, eight years after Barack Obama
was elected president, the percentage of people
with private coverage was lower in 2016 (69%),
than it was in 2008 (69.6%). During recessions,
people tend to drop coverage to conserve cash.
The Great Recession lasted from December
2007 through June 2009. After five years of
economic growth and higher employment, one
would expect more people to have coverage in
2016 than in 2008, and the number of people
with health insurance would almost certainly have
inched back up to its pre-recession level without
Obamacare.
The coverage numbers don’t look much better
even if we start counting from 2014, the year
health insurance became mandatory. Although
private individual coverage grew by 5.3 million
from 2014 through 2016, private coverage in the
employer market fell by 3.6 million. As a result,
Obamacare witnessed a net increase in private
coverage of a mere 1.7 million people -- slightly
less than half of the natural increase in the civilian
labor force1.
Even if we give Obamacare credit for every bit
of the increase since 2014, we have paid a heavy

price for that gain. Not counting the money spent
on setting up and operating the state and federal
exchanges, the federal government spent $341
billion subsidizing individual coverage during
this period. That’s $200,000 per newly insured
person, or almost $70,000 per person per year.

Broken Promise: Caring for the Needy
through Medicaid
The Centers for Medicare & Medicaid Services
(CMS) Office of the Actuary estimates the
federal government spent $148.2 billion from
2014 through 2016 on Medicaid expansion.
Although the forecasted cost was just $3,500
per enrollee,2 the actual cost was almost $6,000.
Even at that, it looks as though taxpayers got a
lot more for their money from Medicaid than from
Obamacare subsidies for private coverage.
The people in the expanded Medicaid
population tended to be less expensive than
the people already enrolled in Medicaid. People
with chronic illnesses or disabilities were often
already enrolled through SSI or another disability
pathway.3 Those who were already eligible
for Medicaid, but had not signed up until the
publicity and outreach surrounding the individual
mandate encouraged them to do so, also tended
to be lower cost.4 In 2012, of the children who
were without health coverage, an estimated

68 percent were eligible for Medicaid or CHIP
but had not signed up.5 Results from the 1997
National Health Interview Survey suggested that
just 51 percent of the adults eligible for Medicaid
had enrolled in it. Because they were generally
healthy, they needed relatively little medical care.
One reason Medicaid expansion costs were
higher than expected is that when Obamacare
expanded Medicaid, most of the newly
enrolled able-bodied adults were enrolled in a
managed care program rather than traditional
Medicaid.6 In traditional Medicaid, people do
not generate spending unless they get medical
care. In Medicaid managed care, managed care
contractors receive monthly payments even if
enrollees receive no care.7
Together—pushing healthy people whose
annual income was below certain levels into
Medicaid and encouraging states to pay
managed care organizations monthly payments
regardless of service use—these elements
of Obamacare likely increased the amount
Medicaid spends on healthy people.
Medicaid money spent on healthy people is

money that could otherwise have been available
to people with serious needs. In 2016, there
were 423,735 intellectually or developmentally
disabled people on waiting lists8 for home and
community based services in the 47 states9 with
1915 (c) waivers. The people on the waiting lists
generally have severe intellectual disabilities,
severe developmental disabilities, or are victims
of traumatic brain and spinal cord injuries. To live
outside of an institution with their families they
need a variety of services including home health
aides, adult day care, respite care for family
caregivers, and homemaker services.
Although federal law forbids Medicaid waiting
lists for institutionalization, it allows states with
1915(c) waivers to use waiting lists to limit home
and community-based services for people
who would otherwise be eligible for immediate
institutionalization. Absent an emergency, like
the death of a parental caregiver, families trying
to avoid institutionalizing a loved one often wait
years for help, doing their best to provide needed
care without Medicaid’s help.10
Rather than finding funds to pay for services for
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profoundly disabled people who needed help,
the Obama administration chose to defray 90
percent of states’ costs of enrolling able-bodied,
working-age, adults in Medicaid. Expanding
Medicaid to this group cost $148 billion from
2014 through 2016, money that could have been
used to reduce the waiting lists for care for the
disabled.11

Broken Promise: Making Health Care
Delivery More Efficient
According to Donald Berwick, a former
administrator of the Centers for Medicare
and Medicaid Services (CMS) and an able
representative of the intellectual cadre of thought
behind Obamacare, the lack of central planning
creates a great deal of waste in U.S. health care.
Because “no single group of participants—
physicians, hospitals public or private payers, or
employers—takes full responsibility for guiding
the health of a patient or community, care is
distributed across many sites, and integration
among them may be deficient. Fragmentation
leads to waste and duplication—and
unnecessarily high costs,” he writes.12

U.S. medicine has generally paid individuals
and organizations who provide medical services
a fee for each service rendered. Berwick and
his colleagues sought to do away with fee-forservice payments and transform the U.S. medical
system to one in which payers provided fixed
(capitated) payments designed to cover all the
estimated cost of care.13 Their idea: providers
providing too much care would have an incentive
to root out services of low value. Payments linked
to a variety of quality measures would lower costs
by moving “the system” from one that focused on
volume to one that focused on value.14
Yet studies show that when payments for
services rendered increase, providers both
provide more services and respond by adjusting
the mix and intensity of the services they
provide.15 Studies also show that more intensive
hospital care reduces mortality,16 that fee-forservice payment reduces provider incentives to
inappropriately skimp on care, and that many
of the results showing lower expenditures in
capitated care systems result from favorable
patient selection and disenrollment rather than
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from improved efficiency.17 In other words, in
spite of “no consistent evidence that any one
system of care has been more effective at
minimizing the overuse of health care services,”18
Obamacare theorists simply asserted that feefor-service medicine encourages self-interested
behavior by physicians, resulting in “wasteful use
of high cost tests and procedures.”
In fact, the ideas behind Obamacare reforms
were virtually the same as the ideas that drove
the growth of Health Maintenance Organizations
(HMOs) in the 1990s. While the move to HMOs
may have fostered a one-time reduction in
expenditures, there is little evidence that HMOs
reduced costs or improved quality over the
long term. According to Burns and Pauly, “the
primary vehicles for cost containment were
lower payment to providers…and saying no to
patients.”19
To paper over the fact that their assertions
had little empirical support, the Obamacare
architects invented new names for old concepts.
Their HMOs were called Accountable Care
Organizations (ACO), and experiments with
ACOs were made part of the Medicare program.
Even though ACOs aspired to be like HMOs and
faced economic incentives similar to Medicare
Advantage plans, the administration could claim
they were new and different.
In effect, the Obamacare system transformation
experiments were little more than attempts to
reproduce the centrally managed health care
delivery forms that were rejected by the private
sector in the 1990s. The difference is that the
experiments in the 1990s were stopped when
people refused to enroll in the HMO plans

that blocked access to the care they needed.
The people stuck in Obamacare ACOs had no
alternative to Medicare and could not leave
the system forced upon them. Patients are
almost never aware they have been enrolled
in an ACO, and they are not informed they are
getting medical advice from a provider entity
that receives a financial reward for reducing their
health care use.
Beginning in 2012, Medicare started
experiments with three waves of ACOs. The
original Pioneer ACO program became the
Medicare Shared Savings Program with the
Advanced Payment program for rural ACO
providers. When a health care organization
volunteered to participate as an ACO, Medicare
patients were “aligned” with an ACO based
on the proportion of certain types of care they
received from ACO-participating providers. As
physicians left or joined ACO networks, many
of their patients went with them. The Centers
for Medicare and Medicaid Services (CMS)
decided to measure ACO performance against a
comparison group of “similar” patients chosen by
algorithms.
In general, only a small percentage of each
physician’s patients are in an ACO because
most physicians treat both privately insured
patients and Medicare patients. About 500,000
beneficiaries are assigned to an ACO in any
given year. A roughly similar number of people
who have at least one visit with an ACO provider
are assigned to “spillover” groups.
In the Pioneer program, the algorithms assign
patients to a primary care provider based on
visit patterns. But patients often see different
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doctors, and their visit patterns can change with
their health. In one New England Pioneer ACO,
only 45 percent of the beneficiaries originally
assigned to the ACO were connected to it in
each of the two succeeding years. On average,
only about 30 percent of beneficiaries who
were ever assigned to a Pioneer ACO were
continuously connected to it.20 The fluid patient
population makes it difficult to design programs
for specific patients, difficult to attribute improved
health to any particular physician, and impossible
to attribute any cost savings to any particular care
model.21
To date, the results from structural experiments
designed to transform U.S. health care with
ACOs and new payments systems have been
unimpressive. Relatively small reductions in
annual patient costs have been offset by high
administrative costs in enhanced primary care
programs.22 When bonuses are accounted for,
ACOs as a group actually increased Medicare
spending.23 About half of the ACOs reduced
spending, but only 30 percent reduced
expenditures enough to earn a share of
Medicare’s savings. Performance on quality
measures was variable, and Leavitt Partners
reported that measured ACO quality was
unrelated to either spending or savings.24

Only about one-third of the physicians involved
participated in the program for all three years.
By the end of the Pioneer program in 2016, 23
of the 32 original ACOs had dropped out, and
Cornerstone Health Care, “one of the few ACOs
that succeeded in achieving both higher quality
and lower cost compared to its peers,” had
ceased operation as “an independent entity” due
to the amount of personal debt physicians took
on to finance its infrastructure.25

Broken Promise: Paying for Value
Obamacare’s quality reporting requirements
rapidly increased hospital and physician
administrative workloads. In 2016, Casalino et
al. estimated that physicians in four types of
practices spent 15.1 hours a week on reporting
for quality measures, at an estimated cost of $15
billion a year.26 The number of quality measures
had exploded. By 2015, there were “nearly 1,700
measures in use by CMS programs,” the National
Quality Forum’s measure database had 630
measures, and the Healthcare Effectiveness Data
and Information Set measures for coverage plans
had 81 different measures.27
Virtually all published studies on the value of
Obamacare quality measurement ignore whether
the quality gains would have occurred anyway,

20
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and whether the gains in quality are worth their
substantial costs. These issues are important
as careful analysis of prior attempts at quality
measurement suggest their costs may well
outweigh their benefits. The high hopes for the
effect of quality measurement in the late 1990s
were dashed when the 2003 Medicare Premier
Hospital Quality Incentive Demonstration found
that even with 34 quality indicators for hospital
care, the “small increases in quality of care”
would have occurred “in the absence of the
demonstration.”28
Medicare’s hospital readmission policy
is an example of how measures that seem
reasonable on the surface can have unintended
consequences. We know that sicker people with
more functional impairments are more likely to
need readmission to a hospital within 30 days
of their initial discharge. Using readmissions
as a quality measure makes it more likely that
hospitals who tend to care for the aged or very
ill will be penalized.29 The readmissions quality
measure may also penalize hospitals that admit
patients with lower socioeconomic status.
Though authorities claimed that readmission
quality measures could be risk-adjusted, it was
known at the time Obamacare passed that most
risk prediction models for avoidable readmission
had “poor predictive power.” Kasahara et
al. reviewed prediction models for hospital
readmission in JAMA in 2011 and concluded:

Use of readmission rates as a quality metric
assumes that readmissions are related to poor
quality care and are potentially preventable.
However, the preventability of readmissions
remains unclear and understudied. We
found only 1 validated prediction model that
explicitly examined potentially preventable
readmissions as an outcome, and it found that
only about one-quarter of readmissions were
clearly preventable.30
Plus, people can only be readmitted to a
hospital if they are alive at discharge. Measuring
readmission without taking inpatient fatalities into
account and coupling it to hospital payments can
bias hospital quality rankings and do financial
harm to good hospitals.
Because the Obamacare readmission quality
measure does not account for the possible
effect of high inpatient mortality on readmissions,
lower quality hospitals with higher inpatient
mortality due to “high rates of failure to rescue
may discharge fewer sick patients, and these
patients may be less likely to be readmitted.
Using the current readmission metric, these highmortality hospitals may ‘appear’ to be delivering
high-quality care because they have fewer
readmissions.”31 Worse, there is some evidence
that although Medicare’s Hospital Readmission
Reduction Program did reduce readmissions, its
introduction coincided with an increase in the
observed 30-day risk-adjusted mortality rate for

21
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heart failure patients, an increase that occurred
after a decade of decline.32
Despite the well-documented problems
with existing quality measurements, the 2015
Medicare And CHIP Reauthorization Act (MACRA)
will put up to 9 percent of a physician practice’s
Medicare Part B fee-for-service revenue at risk
for failing to meet Merit Based Incentive Payment
System (MIPS) standards.33 MACRA requires
budget-neutral MIPS bonuses. This means that
bonuses cannot increase total expenditure and
penalties cannot reduce it. As a result, some
physicians will be penalized even if all physicians
improve on a given year’s quality metrics. The
budget neutrality requirement holds even
although another section of MACRA appropriates
$500 million a year to a slush fund for
distribution to MIPS providers with “exceptional
performance.”34

Broken Promise: Electronic Medical Records
The 2009 Health Information Technology
for Economic and Clinical Health Act (HITECH)
authorized $30 billion in financial incentives to
encourage the adoption and “meaningful use” of
electronic health records in everything from large

teaching hospitals to solo practices.35 Physicians
who were eligible for the Medicare incentive
program and did not adopt an electronic health
records system by 2015 were to be penalized 1
percent of Medicare payments in 2015, 3 percent
in the following 3 years, and 5 percent in later
years.36
The U.S. health system was already using
electronic health records where it made sense,
and the technology was not well enough
developed for many of the uses Obamacare
architects envisioned. Thanks to the HITECH
meaningful use requirements, doctors and
hospitals were forced to adopt immature, difficult
to use, and unproductive electronic medical
records software.37 In 2013, just four years
after HITECH became law, the “meaningful
use” requirements for electronic health records
were routinely singled out as a primary cause of
physician dissatisfaction.38
Shanafelt et al. reported that the computerized
order entry required by the meaningful use
requirements was associated with a higher risk
of physician burnout in a nationwide survey
of physicians. By 2016, Sinsky et al. found that

32
Gregg C. Fonarow, Marvin A. Konstam, and Clyde W. Yancy, “The Hospital Readmission Reduction Program Is Associated
With Fewer Readmissions, More Deaths,” Journal of the American College of Cardiology 70, no. 15 (October 2017): 1931–
34, https://doi.org/10.1016/j.jacc.2017.08.046.
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33

physicians providing ambulatory care in 4
specialties spent almost 2 hours working on
electronic health records and other desk work
for every hour of direct clinical face time with
patients. In 2017, Arndt et al. reported similar
results for primary care physicians.39 The
American College of Physicians issued a position
paper entitled “Putting Patients First by Reducing
Administrative Tasks in Health Care.”40 Wachter,
Rosenbaum, and others have vividly described
how poorly electronic systems interface with
physician work flows.41
Dranove et al. estimate that the cost of
generating additional adoption of electronic
records by a hospital was $48 million, and
that the same number of hospitals would have
adopted electronic records without HITECH just
two years later.42 Mennemeyer et al. reached
a similar conclusion in 2015, finding at best
“weak evidence” that HITECH meaningful use
requirements increased electronic health record
uptake.
At present, CMS estimates that more generous
exemptions for practices treating low numbers

of Medicare patients result in just 37 percent
of clinicians being required to participate.43
Unfortunately, those who are required to
participate face payment penalties of up to 2
percent if they do not file proper reports and they
are burdened with keeping up with annual rule
changes, some of which are over 1,000 pages
long.
In 2017, even the American Medical
Association, long a dogged supporter of the
Affordable Care Act, called on CMS to “address
the lack of actionable data for patient care;
convoluted workflows that take time away from
patients; and long hours added to difficult clinical
days just to complete quality reporting and
documentation requirements.”44
Despite the lavish spending there is surprisingly
little evidence that current health information
technology either improves patient care or
lowers health care costs.45 Early evidence
suggested that hospitals adopting health
information technology had slightly higher
charges with little change in the quality of
care they delivered.46 Some studies found a
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reduction in adverse drug events,47 others found
small reductions in mortality with no effect on
adverse drug events.48 Results on patient safety
outcomes differ by setting and illness severity.49
Two papers concluded that electronic medical
records increase expenditures because they
allow hospitals to document more diagnoses,
increasing illness severity and the payments they
receive.50
Obamacare supporters defend meaningful
use requirements by asserting that health
information technology enables better care
coordination. At present, only weak evidence
supports this belief.51 A 2009 JAMA summary
of 15 randomized trials of care coordination for
Medicare patients with chronic illnesses found no

reductions in hospitalizations and no consistent
cost savings or quality of care improvements.52
Many advocates claim that electronic health
records will improve treatment by letting
researchers observe what works in very large
patient populations. But the value of historical
treatment records is limited because medical
innovation rapidly makes past treatment
guidelines obsolete. When Chen et al. reviewed
all inpatient hospitalizations at Stanford University
Hospital, they concluded that data older than 4
months was not particularly useful for describing
current inpatient clinical decisions.53 Research
using electronic health records that limits a
sample to “complete” records may also produce
biased estimates. Weber et al. noted that the
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same patient could be treated at multiple
institutions with the result that data from a single
site or system might miss critical events, and
that commonly used data filters tended to select
people who were older and more likely female
than the population in their claims dataset of 7
million people.54

Broken Promise: Patient Privacy
Medical records contain more detailed
information than credit card records or Social
Security numbers. This makes it easier to
falsify an identity that can be used to purchase
goods and services, establish and use credit,
or get medical care by impersonating someone
else. An FBI private industry notification notice
informed readers that stolen Social Security or
credit card numbers sold for less than $1 in 2013,
while even partial electronic health records were
worth $50.55 According to a 2017 Accenture
survey, half of those who have had their records
stolen ended up as victims of medical identity
theft. Of the identity theft victims, 37 percent of
people had their stolen identity used to purchase
items, 35 percent were fraudulently billed for
health care, 26 percent had their identities used
by others who were fraudulently receiving health
care, and 26 percent of people had their IDs
used to fill fraudulent prescriptions.56
The Obamacare claim that data in electronic
health records would be secure has turned out
to be an empty promise. In 2015, more than 100
million patient records were stolen.57 There are

few laws limiting individual exposure to losses
stemming from medical identity fraud, and there
have already been cases in which electronic
patient records contain serious errors—in one
case a patient record claimed a pacemaker had
been installed even though the actual person
was pacemaker free. When identity fraud
corrupts an individual’s electronic health record
by adding treatments that the patient described
in the record never received, it can result in
delays, misdiagnosis, and mistreatment.
In recent years, criminals have shown an
interest in holding electronic records systems
for ransom. In a ransomware attack, a cyber
attacker injects malware into a health system’s
computers. The malware encrypts files, blocking
access to information in the system. Though
hackers promise that access will be restored
if a ransom is paid, generally in untraceable
Bitcoin, some attackers demand more money
after the target capitulates to the first demand.
The serious disruption in operations often has
bad repercussions for health systems and their
patients.
In February 2016, Hollywood Presbyterian
Medical Center suffered an attack. It agreed to
pay $17,000 for the encryption key needed to
unlock its records. In March 2016, MedStar Health
in Washington DC and Maryland was infected
with SamSam ransomware. To keep SamSam
from spreading, hospital officials shut down the
email and electronic records systems. Operations
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across its 10 hospitals and 250 outpatient
facilities were halted, and the hospital switched
to a paper backup system. Operations were
restored using system backups.58
In May 2017, 80 of England’s integrated
National Health Service’s 236 hospital trusts were
either infected by the WannaCry ransomware
or were forced to turn off their computers to
prevent infection. Five hospitals closed their
emergency departments, and tens of thousands
of patient appointments were canceled.59 In
2018, Allscripts, a U.S. electronic health record
and practice management software provider,
was infected with SamSam ransomware.
Patient records, scheduling, billing, electronic
prescribing, and prescribing for controlled
substances were offline for 1,500 medical

practices for about a week.60 Earlier, SamSam
had closed Hancock Health’s hospital in
Greenfield, Indiana. It elected to pay a fourbitcoin ransom worth about $55,000.61

Conclusion
Obamacare has imposed enormous
administrative and regulatory costs on U.S.
citizens. The costs of its brute force interventions
outweigh their benefits. It is long past time
for sober reflection on the size of its overall
benefits compared to its total costs, including
the many ways in which it skews investments in
patient care, limits the kind of health coverage
people want to buy, reduces the productivity
of physicians and hospitals, and encourages
practitioners to avoid providing medical care to
high-risk patients.
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