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The Safety of the Mail: 
What To Do About Healthcare Expenses in America

	“The Safety of the Mail is Everyone’s Responsibility” is a slogan found on a pamphlet in local post offices.  It seems to me that everyone else’s mail is not my responsibility, nor do I expect anyone else not working for the postal service to make sure that my letters gets delivered.  In practice with capitalism, if my letters are not delivered by one business, I will use another means to deliver them, maybe UPS.  The pamphlet clearly shows that government has taken ownership of a potential capitalist market (the mail) but also expects everyone to be accountable for the mail equally.   Besides mail, what else does the United States government think is “everyone’s responsibility?”  This is the imminent question concerning healthcare in America.  The responsibility for another’s health is a responsibility no one wants.  In the current system, everyone is essentially responsible for their own health.  Health is paid for by the individual through HMOs, PPOs, and other privatized or employer-based plans.  Medicare and Medicaid cover the bare minimum payments for people who cannot afford health care, but it is well known that comprehensive care can only be achieved with additional personal funds.  This system is clearly not working in our country.  Public health writer Mary-Jane Schneider lists four major problems with the current healthcare system: out of control administrative costs and overhead, the increase in more expensive medical equipment, an aging population, and the failure of market to allocate to the poor and sick.  The invisible hand should be guiding Americans towards exploration of ways to address these issues. Why should we have to step in and assume responsibility from a mechanism that so efficiently allocates other American resources?
	Health and healthcare deviate in some respects from usual commodities.  Seigfried A. Karsten explains that health can be classified as both a public and a private good.  Health is also has increasing marginal utility driving continued consumption.  Sick people buy more healthcare to change how they fill; no healthy person is going to spend money on a doctor’s appointment  if they have no health concerns.  The usual demand curve does not exist in health because the demand at any given price for a treatment changes based on the rates that people get sick.  This makes the supply curve less predictable.  A good example of this is how the government invests a lot of money into guessing what the main strain of influenza virus will be each season so that vaccines can be distributed.  This past year, the scientists completely missed the target strain and some populations saw huge numbers of sick people.  This is not to say that experimentation in the market has not achieved huge gains for healthcare.  
	Leading the world in medical technology is certainly profitable.  Currently, many international patients come to the U.S. in search of healthcare not available in their home countries.  A concern with universal healthcare is that the incentive for exploration in this profitable field will be gone.  The role of the government as a single-payer for insurance does not necessarily have to affect the international market. The international demand for American technology will not be ignored by the market.  This situation could be seen as how state colleges charge more for out-of-state students to attend their school, which would preserve the access the international market has to American technology.  The profitability of specialization can increase as more doctors  move to the higher paying international market rather than being paid under universal healthcare.  More specialization has historically led to an increase in cultural advances. Tightening exploitation of research in the medical field would only lead to American citizens becoming the international patients of other countries.  The incentive to keep medical money inside the country would not be ignored as a large factor in the reform of healthcare.  Another capitalist model that a universal healthcare system preserves is the benefits from government investment.   
	In education, sponsoring public schools creates benefits for all of society in the form of a more intelligent population.  As discussed in class, investments with rates of return that are difficult to measure are best handled by government because the benefits are gained by society as a whole.  Advocacy for preventative healthcare has becomes the top recommendation for improving America’s health as a whole.  While the rate of health benefit achieved on an individual level would be hard to measure and set a value to, the benefit of healthier, more productive workers would definitely benefit society as a whole.  Investment by government in health, like education, is the best mechanism for such diffuse returns.  Universal healthcare is able to keep this capitalist principle, but offers changes to counter the market’s most significant problems.  
	One of the biggest handicaps of the current market system is moral hazard.  When moral hazard scatters incentives, it dislocates the force driving the capitalist market.  The normal workers in the insurance companies have no real incentive to provide good insurance because nothing bad happens to them if they do not offer service good enough to save a customer’s life.  Another moral hazard happens when extra tests are run by doctors or people who are unsure of an illness because they know the cost is deferred to the insurance company.  These unnecessary costs, which are mentioned by Schneider, drive up insurance prices and waste the time of medical professionals.  The market did attempt to incorporate some controls on this spending.  A “proof of need” certificate was introduced in the last century as an attempt at regulating unnecessary spending on new medical equipment, but there was no enforcement and the idea failed.  There was not enough enforcement to influence the market.  On the other hand, people with universal basic healthcare might not take as much care of themselves because they know that they will not have to foot the bill for more advanced diseases.  This is called “ex ante moral hazard.” Ex ante moral hazard often happens with car insurance; people drive recklessly because they know they will not absorb the total costs of a crash.  The difference between healthcare and car crashes is that while chances of a car accident are not definite, death from untreated medical complications is almost 100%.   It is important to remember that this type of hazard is not as likely to occur as the current moral hazards because generally people will not wait around being sick if they can afford to get treatment.  Adverse selection is another abuse the American population suffers from the insurance market.
	The impact of advancement of technology that can predict health issues on health coverage cannot be ignored.  Genetic tests already exist for diseases such as Huntington’s, which is fatal.  In the future, adverse selection will be taken to the extreme with genetic testing that will tell who will die and of what causes.  This will create divides in the population.  Adverse selection is already rampant in insurance companies.  Today, minor information such as a history of yeast infections can significantly drive up insurance costs.  Insurance costs go up with diagnosed disorders, and genetically determined disease would exacerbate the costs so that more people in the middle class would fall out of being able to afford health care. Allowing the market to literally die out by not providing healthcare is not profitable plan for drug companies or for research facilities as that would slow down medical technology.  Even when a person cannot cover the full treatment, it is more profitable for drug companies to get some money from the patient and some money from the insurance company.  Insurance companies would tighten restrictions as they would have a better idea of price costs per person and may restrict the profit for drug companies by cutting genetically terminal patients out completely.  Single-payer or universal healthcare would prevent genetic discrimination from creating a larger class of uninsured Americans.  Income discrimination in the market now also has devastating effects on the poor and the sick.  The way healthcare acts as a normal good in the market shows a critical gap in capitalistic healthcare.
	   Making wide generalizations, wealthier people generally demand more expensive healthcare.  They are more likely to have the time and money to get preventative care, which is often not covered by insurance companies. Poorer people do not have the money for preventative care or even basic care and do not spend as much money.  Quality healthcare costs money, so spending on it fluctuates with income.  Another normal good is cars.  Cars as normal goods work well in the market because not everyone needs to drive a Maserati and there are plenty of beat-up Hondas to drive as substitutes.  A problem develops when substitutes as inferior goods are not available, and there is no real substitute for health care.  Another comparison can be made to food.  Food is like healthcare in that it is also a normal good.  Government already facilitates programs, like food stamps, that feed the poor because, unlike cars, food is a basic need.  It is true that the market has allocated efficiently to most of the hungry poor with fast food service, but there are people who cannot even afford the market’s most available substitute.  With food stamps, government already provides for needs that cannot be totally covered by the market.  Universal healthcare already has the beginnings of power to solve many of the problems capitalism creates for medicine.  Its financial rationale shows that America will economically benefit for the whole country to achieve health.
	There is no doubt that the healthcare industry could shift more and more of its weight to servicing the top 10% of America’s wage-earners.  To limit the market for a good everyone needs would not make sense.  The healthcare insurance industry is missing 15.8%  of its market because there are so many people that can’t afford the costs of a private plan.  The market does not efficiently allocate to the customers with the highest demand for health: the poor and the sick because of its income elasticity.  Making healthcare available regardless of income expands the ability of the demand market to buy from suppliers (through the government) to 100%.  The sick and the poor’s low price ceiling has historically created a shortage for that market.  The lack of available product comes out of the shortage scenario and the lack of substitution scenario.  This is where black markets (as substitutions) are created.  One example of a medical black market is the abortion market that was created when abortion became illegal in 1869.  The development of an illegitimate medical market is a bad sign for a patron’s health.  Turning to substandard health care is in some cases less helpful than just staying sick because the possibility of contracting infection or becoming ill from incorrectly prescribed medicine is probable.  When there is no good substitute for qualified medical care, the poor and sick are stuck.  Economically, the only way to expand the market to capture the most profit is to make healthcare more affordable.  Medicaid and Medicare have attempted to rectify this problem but it is clear that more extensive steps are needed.  
	The United States has had the benefit of sitting on the sidelines with South Africa as every other developed nation has taken on the project of universal healthcare.  Undoubtedly there is strategy to learn from other countries’ models.  Canada spends about 10% of its GDP on healthcare while the United States spends 20% on health care.  Despite Canadians having to pay $5170 to cover everyone’s health costs[endnoteRef:2], they are still getting more for their money than many Americans who have no health insurance when the price spent on healthcare was about $7900 per person each in 2008[endnoteRef:3].  Canada’s program integrated their veteran’s healthcare administration and created a Medicaid program as part of their comprehensive healthcare system.  If these names sound familiar it is because these building blocks for universal healthcare already exist in U.S. healthcare today.  Historically, publicized healthcare has already happened at some levels in America.  When vaccinations were first introduced, companies wanted to use the market to distribute the drugs, but the diseases would only become eradicated if everyone was inoculated with the vaccination.  The extinction of diseases like smallpox and polio has saved the public health system money and allowed them to focus on more current issues.   [2:  Canadian Institute for Health Information]  [3:  National Coalition on Health Care
] 

	Universal healthcare would also help solve some structural issues associated with healthcare.  With current escalating levels of unemployment, many people are left without health insurance.  One of the benefits of universal healthcare is that insurance becomes portable.  Greater mobility in the job market would increase production as people are able to out of jobs they are ill suited to and move into better jobs.  Efficiency is blocked by high unemployment levels because uninsured people are reluctant to risk the possibility of a huge health issue emerging.  The tendency of the market to create huge job dislocations also causes people to lose their health insurance.  Portable insurance would lessen the trauma of massive technologically – created market moves so progress may be enacted faster by communities.  Another benefit is medical malpractice lawsuit control.  What the Insurance Information Institute calls “frivolous” lawsuits are less likely to come to court, while rightful lawsuits can be handled by a specialized department instead of by individual hospitals with varying legal expertise.  This would increase quality of care by letting the doctors take care of the patients and the lawyers sort out the legal issues for the doctors.    
		Universal healthcare is the evolution of medicine.  Exploration does not have to cease with a standard health system; progress will not be impeded by instituting a system that will have long-term returns on raising the quality of American society.  Better health means less wasted resources that might have been spent fixing avoidable problems that hold society back.  It seems to me that to be stuck in what Virginia Postrel calls “stasis” would be to continue in the capitalistic health market that is clearly broken.  Single – payer healthcare’s evolution must be embraced by the United States before the system becomes crushed by the problems the market has left behind.  



