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Resumé 

 

Historisk Institutionalisme og Sundhedsreform i USA 

 

At få implementeret en form for omfattende sundhedsreform i USA har længe været et prominent ønske 

blandt demokratiske præsidenter og nogle enkelte republikanere. Allerede i 1912 blev daværende 

præsidentkandidat Theodore Roosevelt den første til at basere sin præsidentkampagne på idéen, og selvom 

han tabte valget, forsvandt idéen ikke. 

Udover den nuværende sundhedsreform som præsident Obama har formået at få presset igennem den 

amerikanske kongres, er præsident Clintons forsøg i 1994 nok det mest kendte i vores tid. I begge tilfælde 

havde henholdsvis præsident Clinton og præsident Obama demokratisk flertal i kongressen, og i begge 

tilfælde fejlede de på trods af flertallet. Clintons forsøg fejlede helt, og forslaget nåede ikke engang til 

afstemning, hvorimod Obama formåede at få presset en del af sit forslag igennem, dog uden flere store 

punkter.  

Hvis man tror på de politiske kommentatorer, som dagligt berører sagen, så findes svaret på de to nederlag i 

en øget konservatisme blandt amerikanere og dermed en stærk frygt for en større stat, hvilket ifølge 

konservative idéer vil blive fulgt af højere skatter og en begrænsning af frihed. Men den begrundelse er 

hverken tilstrækkelig eller korrekt. 

Denne afhandling vil undersøge de populære begrundelser for, hvorfor en omfattende reform er så svær at få 

gennemført i USA, og begrunde hvorfor disse idéer ikke stemmer overens med virkeligheden. Derefter vil der 

ændres fokus på hvorfor, hvis ikke på grund af vælgernes modstand, har det igennem det sidste århundrede 

været så svært at få indført en form for offentlig sygesikring, som vi kender det fra alle andre vestlige 

demokratier. Hertil vil fokus blive rettet på to sammenhængende teorier, som bruges til at forklare stabilitet i 

større institutioner. Disse to teorier betegnes ”historical institutionalism” og ”path dependence”, på dansk 

historisk institutionalisme og sti-afhængighed, og de bruges traditionelt til at forklare, hvorfor store politiske 

systemer og private institutioner modsætter sig store ændringer.  

For at kunne undersøge dette grundigt er det nødvendigt at kigge på alle grupper, som har en indflydelse på 

processen. Derfor bliver der kigget både på kongressen, men også på de eksterne grupper såsom 

interesseorganisationer, som har en eller anden form for interesse i enten at stoppe eller hjælpe 

reformprocessen.  

Ovenstående undersøgelse viser os at den strukturelle opbygning af det amerikanske lovgivningssystem gør, 

at det ikke kun kræver et simpelt flertal for at få gennemført en reform, specielt i nutidens politiske klima, 

men at der er flere indbyggede forhindringer på plads, alle sammen tilstede for at beskytte mindretallet mod 
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flertallet. De interesseorganisationer som også bliver berørte, er hver især blevet afhængige af det 

nuværende system, uanset om de tjener penge på systemet eller, som fagforeningerne, formår at rekruttere 

medlemmer ved at love dyre private forsikringer, som ville forsvinde, hvis der var offentlig sygesikring. 

Der er mange populære begrundelser for amerikanernes manglende sygesikring, såsom at 

befolkningen ikke vil have den slags indblanding fra regeringen i deres privatliv. Afhandlingen 

konkluderer dog, at de mest populære begrundelser rent faktisk tager fejl. Begrundelsen skal 

findes i den måde, det politiske system og det eksisterende sundhedssystem er bygget op på 

gennem det sidste århundrede. 
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Introduction 

 

For the better part of the past 100 years, the United States has seen numerous attempts at creating 

universal health care for its citizens. Reform efforts in 1920, 1935, 1950, 1965, 1980 and 1994 all failed at 

creating legislation aimed at ensuring that all Americans, regardless of class, race, ethnicity or employment 

status, could enjoy the same form of health security enjoyed by most other citizens of developed nations 

across the world. While the United States has never lacked ideological opponents to such reform, surveys 

show that the idea of health care reform has always enjoyed significant public support. This being the case, 

obstacles of comprehensive reform must be found elsewhere, which is what this thesis will try to expose. 

The question which this thesis will try to answer is: 

“Why has comprehensive health care reform been so difficult to achieve?”  

In trying to answer this question the focus will be on historical institutionalism and path dependence. In 

order to reach a qualified conclusion, this paper will start in Chapter 1 with a brief summary of previous 

reforms and reform attempts in order to give the reader a fair idea of the consistency of resistance to health 

care reform together with an understanding of the process required to pass such legislation. Following this in 

Chapter 2 will be a discussion of the two most dominant explanations as to why health care reform has failed 

in the past, and why these explanations in fact are inadequate, thereby strengthening the argument that the 

answer to the research question is to be found within the confines of historical institutionalism.  

Chapter 3 focuses on historical institutionalism in theory, where the relevant theories will be described and 

discussed. This will then be used in Chapter 4, where historical institutionalism in practice is discussed, and 

where the role of the major players in the policy-making process such as labor unions, interest groups and 

corporations will be discussed and explained with help from historical institutionalist theory. Since much of 

Chapter 4 focuses specifically on the processes leading up to President Obama‟s health care reform proposal, 

the penultimate chapter focuses briefly on how President Obama and the Democrats were able to pass the 

Patient Protection and Affordable Care Act, or Obamacare, which, despite a history of resistance to health 

care reform, managed to pass, though not without losing certain provisions.  

Following each chapter will be a discussion of the main points which will serve to explain to the reader the 

role of historical institutionalism in what has been discussed in the chapter, as well as to explain the 

relevance of the chapter to the thesis as a whole.  

The theoretical background used in this paper comes from three key writers on the subject, Paul Pierson at 

UC Berkeley, Jacob Hacker from Yale University and Sven Steinmo from the University of Colorado, all three 

respected professors of political science. All three are considered to be among the foremost experts in the 

area of historical institutionalism.  
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Due to the nature of this paper, a good number of the sources used are secondary. Though this is 

unfortunate, it is inevitable due to the fact that much of the subject is mainly covered by journalists and 

pundits, and it is not always possible to find precise references to their sources. This is not taken lightly 

though, and those sources which warrant a critical look also receive one, and primary sources have been 

used where possible. 

As anyone who has watched the news or read a newspaper recently knows, President Obama has managed 

to pass a health care bill. But this has not been a simple task, despite the fact that the Democrats have 

enjoyed significant majorities both in the House of Representatives and in the Senate. In order to understand 

the challenges faced by President Obama, it is necessary to have at least some knowledge of past reform 

efforts, which follow below in Chapter 1. 
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Chapter 1: A Brief History of Health Care Reform 

 

This chapter contains a brief recap of the history of health care reform proposals in the United States, along 

with brief explanations as to why they failed, or in some cases succeeded.  

For most Europeans, universal, government run health coverage is just a fact of life. When ill or injured, we 

just make our way to the nearest doctor or hospital, and are promptly taken care of without having to worry 

about having to pay an enormous amount of money for such a service. This is not the case in the United 

States, however. Health insurance has, up to this day, been a privilege, not a right.  

Since the beginning of the 20th century, presidents and congressmen have tried to implement some sort of 

health care in the United States, though more often than not without success. Theodore Roosevelt, although 

unsuccessful, promoted universal health care in 1912 while running for president1, and since then it has been 

attempted many times. Even though public support for an increasing government role in health care policy 

has been present since polling on this subject started (Steinmo & Watts, 1995, p. 2), only incremental 

reform has been possible, with the implementation of Medicare and Medicaid in 1965 as the two most 

prominent examples.  

Even though the proposals in the early twentieth century were modest, they were serious enough to muster 

opposition from powerful interests such as the American Medical Association, and the term “socialized 

medicine” was born, a term we are all too familiar with today.  

 

The New Deal and Health Care Reform 

 

The first serious attempt at creating a form of national health insurance came in the midst of the Great 

Depression as part of President Roosevelt‟s New Deal. At the height of the Great Depression in 1933, the 

unemployment rate in the United States was 25 percent (Smiley, 2008). Income inequality and poverty 

together with access to health care were far worse than ever imagined, and the need for government 

assistance became clear. However, politicians were focused on unemployment as their top priority, and 

health care reform took a back seat (Hoffman, 2009). For fear of not being able to pass the entire Social 

Security Act if health care reform was included in the bill, it was omitted. It was not until the Social Security 

Act of 1935 had passed that health care again became a matter of importance to the politicians. In 1937, the 

Technical Committee on Medical Care was created in order to advance health care reform once again.  

                                                
1 Roosevelt ran for President for the Progressive Party (or Bull Moose Party) in 1912 after a split from the Republican Party, 
represented by incumbent William Howard Taft. Both Taft and Roosevelt lost the election to Democrat Woodrow Wilson. 
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However, while the goal of the committee was indeed to provide public health care to the masses, strong 

opposition from the American Medical Association (AMA) and from the emerging private health insurance 

industry forced them to grant concessions by promising to allow the AMA to maintain control of the health 

care industry. Despite these concessions, the health care proposal failed to succeed due to fear of more 

government expansion atop of the New Deal. President Roosevelt, despite intentions of trying to re-introduce 

health care proposals in future elections, was not able to persuade Congress to expand government any 

further.  

 

President Truman and the Fair Deal 

 

President Roosevelt had sworn to pass national health insurance after World War II, and President Truman 

attempted to fulfill this promise. However, in the midst of World War II, the War Labor Board had ruled that 

certain benefits, such as private, employer provided health insurance, should be emitted from the wartime 

wage and price controls in effect at the time. This created a system where employers could use benefits such 

as health care to attract employees, especially at a time when wages were inflexible. After the conclusion of 

World War II, the American economy blossomed, allowing companies to further inflate their benefit 

packages, and allowing labor unions to negotiate attractive benefit packages for their members.  

As will be discussed later in this paper, the decision to exempt health insurance benefits from the wage and 

price controls has proven to be what historical institutionalists describe as a “critical juncture”, meaning that 

this seemingly minor policy decision has had enormous effect on how health care reform has shaped itself. 

This particular decision has allowed insurance companies to gain power, as well as accustoming labor unions 

and employers to a system where private insurance plans can be used as leverage in employment contracts.  

In the post-war era, anti-communism was rampant, providing a welcoming audience to the AMA‟s consistent 

cries of socialized medicine. This, together with partial opposition from labor unions due to their new-found 

bargaining opportunities mentioned above and the fear of southern Democrats that national health insurance 

would erode segregation, proved to be too large a hurdle for President Truman to overcome.  

 

President Johnson and the Great Society 

 

President Kennedy, enjoying productivity growth during the post-war boom, began trying to accelerate 

growth through more government spending and lowering taxes. After his assassination, President Johnson 

continued this trend with what became known as the Great Society. Included in the plans for the Great 
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Society were plans for health care reform. From this, Medicare and Medicaid2 emerged, proving to be the 

largest advances in national health insurance yet, but still only fragmented plans, only catering to the elderly 

and the poor, and with numerous limitations.  

While President Kennedy originally ran into opposition from Southern Democrats over Medicare, President 

Johnson was able to utilize the massive support enjoyed by the Democrats after Kennedy‟s assassination to 

win over key opponents. While the AMA opposed both Medicare and Medicaid, they did realize that providing 

care for the elderly was unprofitable and therefore would require government assistance.  

In 1965, Medicare and Medicaid were signed into law by President Johnson, and have remained largely 

unaltered ever since. However, while potential costs of such legislation were considered, federal agencies 

which oversee such costs did not exist at the time, which according to some is why this legislation was 

allowed to pass (Hoffman, 2009).  

 

Unsuccessful Health Care Proposals in the early 1970’s 

 

Even though Medicare and Medicaid had become law, millions of Americans remained uninsured. In the early 

1970‟s, Senator Ted Kennedy began a quest for national health insurance which he would pursue for the rest 

of his career. Not to be outdone, President Nixon proposed his own plan in 1971, which not surprisingly was 

centered more on the private industry than the government.  

Senator Kennedy and Rep. Mills, the Chairman of the House Ways and Means Committee, joined forces in 

order to create a bipartisan bill, which they hoped they could pass through both chambers. Even though 

there was opposition from Republicans, it appeared that the bill had achieved enough bipartisan support to 

pass. Strangely enough, however, labor groups opposed the bill, apparently because they were of the belief 

that they, with a stronger Democratic majority in the next congress, could push even stronger legislation 

through.  

However, with both President Nixon‟s health care proposal and the proposal put forth by Senator Kennedy 

and Rep. Mills, deciding on one or the other or reaching a compromise between the two would prove to take 

time. President Nixon‟s resignation and the following congressional hearings then dominated the floors of 

both chambers, pushing health care reform to the bottom of the list. On top of this, Rep. Mills was severely 

tarnished in the so-called “Fanne Fox” scandal3, and after his downfall, all of the bipartisan bridges he had 

helped build and maintain came crashing down (Time, 1974). All of this together proved to be too much, and 

the much anticipated reform proposals never even made it to the floor.  

                                                
2 Medicare is a social insurance program for those aged 65 and up, while Medicaid is for individuals and families with low 
incomes and resources. 
3 Rep. Mills was found to have, for many years, been cavorting with strippers and prostitutes and abusing alcohol.  



9 
 

 

Late 1970’s Stagflation and the rise of Conservatism 

 

During his campaign, Jimmy Carter pledged that national health insurance would be one of his priorities, but 

once in office, the economy forced him to reconsider this promise. Instead, he focused on containing the 

costs of health care as it was, and announced that true reform would have to wait until the economy was 

back on its feet. However, Senator Kennedy did not accept this, and began once again to push for reform. 

President Carter countered with a plan of his own based on Senator Kennedy‟s, and both were again focused 

on the private sector, though President Carter proposed the creation of a public entity which would sell 

insurance to those not able to purchase private insurance (Hoffman, 2009).  

Even though President Carter presided over a Democratic majority in Congress, the time was not right for 

reform. In the wake of the Watergate scandal, Congressional reforms had sought to decentralize power in 

congress, allowing any member of the House of Representatives to amend bills emerging from the Ways and 

Means committee, and forcing health care legislation to pass through four, not two, committees. This, 

together with a general rise in conservative values, caused both proposals to fail.  

 

President Clinton and the Health Security Act 

 

Perhaps the most well-known and widely discussed attempt at health care reform prior to President Obama 

was the failed health care proposal set forth by President Bill Clinton and his wife Hillary Clinton. With an 

economy struggling to recover from the recession in 1990-1991 and with health care costs soaring, the 

economy and health care became a prime subject of the 1992 presidential elections. With public opinion polls 

showing that Americans were seriously concerned with rising health care costs and their ability to pay for 

treatment, and with Harris Wofford‟s surprise victory in Pennsylvania4, many viewed this as the right time to 

attempt reform (PBS, 1996).  

With the time seeming ripe for reform, a number of reform proposals were set forth. President Clinton 

preferred a proposal which focused on “managed competition”, and after he defeated George H. W. Bush in 

the election he announced that he would attempt to pass health care reform within the first one hundred 

days of his administration.  

His plan focused on employer and individual mandates, and competition between insurance providers with 

the government as a watchdog to keep the costs from inflating out of control. While President Clinton, like 

                                                
4 Harris Wofford became the first Democrat to win a seat in the United States Senate in Pennsylvania in over 30 years, 

and he won the seat largely by campaigning for health care reform. 
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President Carter before him, also enjoyed a Democratic majority in Congress, the plan he sent to the Hill 

failed to receive unanimous support, even among congressional Democrats, some of who had already thrown 

their support behind other proposals which were backed by labor5. 

President Clinton was not able to unify the Democratic Congressmen (many blame Hillary Clinton, Ira 

Magaziner and the overwhelming complexity of their proposal for this) and the opposition was well organized 

and well-funded, ultimately resulting in its defeat. However, President Clinton was able to push a sliver of 

incremental reform through with bipartisan support in 1997 with CHIP, the Children‟s Health Insurance 

Program.  

 

Discussion 

 

While Republican and Democratic Presidents have attempted to implement comprehensive health care 

reform, Medicare and Medicaid have remained the two main staples of American public health care, only 

catering to the elderly and to the poor, leaving everyone in the middle to fend for themselves. Despite all of 

the abovementioned attempts at reform, 1 in 6 Americans were in 2009 still living without health insurance 

(The Washington Post, 2010, p. VII).  

This chapter serves only to outline previous attempts, along with a brief description of the surrounding 

circumstances at the time of each attempt. Some of these circumstances, such as the war time price and 

wage freeze which excluded health insurance benefits and the moves to decentralize and fragment power in 

Congress in the aftermath of the Watergate scandal, will be used later on in this paper to show why historical 

institutionalist theory is right for answering the research question.  

 

  

                                                
5 Some have credited this to the fact that President Clinton created this bill almost entirely without Congress, and gave the 
reigns to Hillary Clinton and Ira Magaziner. This might have been seen as a sign of disrespect of Congress, pushing some 
to support opposing bills. 
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Chapter 2: Common Explanations as to Why Previous Reform 

Efforts Have Failed 

 

Each time Congress or an American President has attempted to implement some form of health care reform 

and subsequently failed or, at best, succeeded in implementing only partial reform, there has been no 

shortage of experts, ranging from politicians to pundits to the general public, who have risen to the occasion 

and offered up their two cents as to why the reform failed. For the most part, these attempts at explaining 

failure consist often of superficial arguments, and are often set forth by pundits in a hurry in order to satisfy 

their viewers or possibly their private agenda.  

Even though this paper aims to dig considerably deeper into the political theory surrounding the subject in 

order to find the answer to why comprehensive health care reform more or less has failed now and in the 

past, these more superficial arguments are what dominate the media and the public sphere, and therefore 

deserve to be discussed, albeit briefly.  

This chapter will look at two of the major explanations set forth by pundits - that political resistance is driven 

by public opinion and that reform efforts have failed due to the poor construction of reform legislation. Both 

explanations are not completely unfounded, but this chapter will argue why these reasons at best only play a 

small role in policy decisions, and that ultimately, the answer is still to be found within the theory of 

historical institutionalism.  

 

Public Opinion 

 

With approximately 230 million adults in the United States (CIA, 2010), getting an accurate result from an 

opinion poll most often conducted on a sample size of approximately 1200 individuals is not a simple task. 

Even more difficult is trying to understand how just over a thousand people can be accepted as 

representative of the entire population.  

Modern public opinion polling dates back to 1936, when George Gallup and Elmo Roper led the movement 

which replaced non-scientific straw polls6 with more scientifically based polling methods, eventually leading 

to what is used today and is known as probability sampling (Sabato & Ernst, 2007, p. 392). Probability 

sampling is a method which ensures that every single member of the target demographic, in this case every 

                                                
6 Straw polls are an outdated and inaccurate way of gauging public opinion, and are notorious for not being representative 
of a target demographic. They are still used, most often by web sites, but due to the fact that they cannot control who 
participates in the survey, they are not considered to be scientifically useful.  
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American citizen of legal voting age who still possesses the right to vote, has an equal probability of being 

selected to participate in a survey. The fact that everyone has an equal chance to participate guarantees that 

even a small sample group of 1200 individuals can be representative of a population of over 300 million. 

While these surveys are not entirely accurate, a margin of error of 3-5 percentage points does make them 

very reliable.  

This margin of error is calculated using the Bell Curve, a proven method which is based on a mathematical 

theory7 which states than if one repeats a large number of random actions, such as using probability 

sampling to reach a target demographic, one can predict the accuracy of these results based on sample size 

(Rosenthal, 2003). As can be seen on the following graph, the curve flattens out on the horizontal axis to a 

near infinite number. This is where the sampling error is measured. The larger the sampling size, the further 

out on the horizontal axis we need to look to find the sampling error. This explains why survey sizes rarely 

exceed 2000. While the bigger the sample means a smaller margin of error, once the sample size exceeds 

800-1000, the improvements become very minor and thus diminish the need for even larger sample sizes 

(Public Agenda, 2010).  

Figure 1 - The Bell Curve 

 

 

The public opinion explanation, where experts claim that reform failed yet again because the American public 

is against such reform, is probably the one most used in order to explain the failure of past and present 

health care reforms. This explanation is especially used by those pundits and politicians who were against 

reform from the very beginning. However, even though opponents rarely shy away from stating that the 

“majority” of the population opposes reform, public opinion is a difficult entity to use with any accuracy, and 

at best is a statistic which is highly subject to manipulation. Survey size, the wording of the questions which 

are asked, the political orientation of the polling service provider and the target demographic can all be used 

or misused in order to sway an opinion poll in a certain direction. It is even becoming the norm that when an 

                                                
7 The Central Limit Theorem 
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opposing campaign boasts of being ahead according to a poll, the other campaign releases a poll which 

shows the opposite.8, 9 

Especially the wording of polling questions is often the source of lengthy debate over whether polls can be 

considered accurate or not. A prime example of this can be seen in polls conducted last year regarding public 

support of a public option in President Obama‟s health care proposal. In June of 2009, an NBC/Wall Street 

Journal poll revealed that 76 percent of respondents felt that it was either extremely or quite important to 

have a public option (NBC, 2009). The question asked here was whether people should be given a choice 

between a public and a private plan. However, a similar poll, conducted two months later, revealed that a 

plurality of Americans opposed the public option, 47 percent to 43 percent. This is quite a significant drop in 

support over such a small period of time, but the answer to this disparity, at least partially, is likely found 

not in a significant shift in public opinion, but in the wording of the questions. In the first poll, choice was 

used as a trigger word. The word on its own portrays a positive message, allowing people to feel better about 

a public option. However, in the second poll, which according to the Huffington Post (Huffington Post, 2009) 

was authored by a Republican with ties to the insurance industry, the wording was altered, and the word 

“choice” omitted. Instead, the respondents were asked whether they favored or opposed the government 

creating a public plan to compete with private insurers (NBC, 2009).  

Another example is a Fox News poll versus a CBS poll taken within a week of each other, where CBS found 

that a 2-to-1 margin supported health care reform (CBS, 2009), while Fox News found that Americans 

opposed health care reform by 54 percent to 35 percent (Fox News, 2009). Again, the wording of the two 

questions is likely the deciding factor in explaining the considerable disparity in results. While CBS asked 

“Would you favor or oppose the government offering everyone a government-administered health-insurance 

plan—something like the Medicare coverage that people 65 and older get—that would compete with private 

health-insurance plans?", Fox News asked “Based on what you know about the health-care reform legislation 

being considered right now, do you favor or oppose the plan?" CBS clearly intended to use people‟s positive 

views on Medicare in order to sway the answers, and Fox clearly wished to tap into people‟s confusion and 

frustration with the, at the time, five proposals in Congress, a political body with disastrously low approval 

ratings.  

While the differences are minor, trigger words and phrases such as “choice”, “government creating” and 

“government competing with the private industry” serve to stir up positive or negative sentiments in the 

respondents. The notion of a government created entity designed to compete with private enterprise goes 

against the free market ideals which many Americans believe in, subconsciously creating negative thoughts 

                                                
8 An example can be seen in a recent poll of the Louisiana Senate race, where Democrat Charlie Melancon‟s campaign 
released a poll showing that he was within ten points of unseating his rival, Republican Senator David Vitter. Within hours, 
a GOP polling firm released a poll showing Vitter ahead by more than twenty points. 
9 Much polling data also comes from polls which attempt to designate political will, or to evaluate how much the public 
cares about a certain subject. These sorts of attempts at measuring salience are done through polls containing MIPs, or 
Most Important Problems. However, these polls can be notoriously inaccurate, largely due to the number of possibilities 
often presented, and often reflect the news agenda from the previous week. 
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about the public option. However, including the word “choice” while omitting “government creation and 

competition”, serves the opposite purpose.  

The above goes to show that an accurate use of opinion polls in such discussions requires more work than 

just the click of a mouse on one‟s favorite polling site. In order to use such statistics as an accurate litmus 

test of the nature of public opinion around the time of each attempt at implementing some sort of health 

care reform, the questions asked at each period not only need to be correctly phrased, but also need to be 

consistent over time. For obvious reasons, it is difficult to find such consistency spread out over nearly a 

century, though Sven Steinmo has been able to produce statistics from different polls with similar, though 

not identical questions, as shown below. 

Figure 2 - Public Opinion over the years 

Year % expressing 

support for 

increasing 

government role 

in health care 

delivery 

1937 80% 

1942 74% 

1961 67% 

1965 63% 

1976 66.7% 

1978 61.3% 

1992 75% 

 

Adapted from (Steinmo & Watts, 1995) 

This poll, while showing support for “increasing government role in health care delivery”, is again subject to 

wording differences, where the phrasing of the above is rather vague and could mean a number of things. 

Had the question been more direct and to the point, the results may have been quite different.  

Because our area of interest is stretched over such a large expanse of time, the statistics above are as 

accurate as we will be able to get. While one can argue that these statistics are not completely reliable due 

to the fact that the questions asked were only similar, not identical, they are still reasonably strong and 

serve their purpose well. And a poll taken prior to the implementation of President Obama‟s health care 

proposal, with similar wording as the polls above, indicated that three out of four Americans wanted some 

form of government health care reform (Steinhauser, 2009). The following poll in Figure 3 also suggests that 
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in the more recent past, there was a consistent majority of Americans in support of some sort of health care 

reform. 

Figure 3 - Recent support of health care 

National Health Insurance, financed by tax 

money, and paying for most forms of health care 

Favor Oppose No Opinion 

1980 (February) 

1980 (March) 

50% 

46 

41% 

43 

9% 

11 

1981 

1990 (March-April) 

1990 (October) 

52 

56 

64 

37 

34 

27 

11 

10 

8 

1991 (June) 

1991 (August) 

60 

54 

30 

33 

10 

12 

1992 (January) 

1992 (July) 

65 

66 

26 

25 

9 

9 

1993 (January) 

1993 (March) 

1995 

63 

59 

53 

26 

29 

39 

11 

12 

8 

2000 (August) 

General Public 

Registered Voters 

 

56 

54 

 

32 

34 

 

12 

12 

Adapted from (Blendon & Benson, 2001) 

 

This evidence certainly seems to refute the claims that the American public is inherently against any form of 

government intervention in the health care sector, and once again points us in a different direction in order 

to figure out why comprehensive health care reform continues to be a most difficult reform to pass. This is 

especially relevant considering the claims of late that Americans are increasingly drifting further to the right 

and therefore ideologically against government interference.  

These claims, that the United States of America is at best a right-wing nation consisting largely of citizens 

who harbor a deep-seated mistrust of government and who would prefer to rely on free market forces rather 

than on government taxation and regulation, seem to be largely unfounded according to the more reliable 

polls. An American National Election Studies survey10 taken over the past forty years shows that the United 

States is a moderate nation, though with slight tendencies to lean to the right (ANES, 2010). Even though it 

does not seem to be the case when browsing the news, which cannot seem to get enough of the extreme 

                                                
10 This poll asks whether respondents consider themselves liberal, conservative or extremely liberal or conservative. The 

use of the word extremely is biased here, and only serves to make Americans answer that they are closer to the center, 
since very few would consider themselves “extremely” to one side or the other.  
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wings of both the right and the left, these groups do not represent anything near a majority in the United 

States, just a very vocal minority. As is mentioned later on in this paper, even though such anti-government 

sentiments do dominate the airwaves, especially when proposals such as comprehensive health care reform 

are being discussed, do the volume of their voices in no way correspond to the size of the conservative 

movement.  

And as the opinion polls produced above suggest, the majority of Americans over time do indeed wish for 

some form of greater government involvement in the health care system. While this cannot be equated with 

a desire for comprehensive, government run health care reform, it does serve to show that ideological 

opposition to government involvement is far from dominant in American society.  

This is even the case with the infamous “Tea Party”11 supporters, who have made a name for themselves by 

focusing their anger on increased government spending and control. While the Tea Party example is used by 

the opposition to show how “real Americans” are against health care reform and other spending programs, 

the contradictions in their midst seem to show that it likely is more of an anti-Democrats movement than 

anything else. The first sign of this is that the Tea Party did not exist until the Democrats took control of the 

Executive and Legislative branches of government, even though President George W. Bush increased 

government spending and the deficit greatly during his two terms. The second is polling among Tea Party 

activists and supporters12. This shows that 62 percent of respondents thought that government programs like 

Social Security and Medicare were worth it, with 33 percent against, while 72 percent of the respondents 

lived in a household where at least one person benefitted from either Social Security or Medicare, and only 

22 percent did not (CBS/New York Times, 2010).  

These numbers stand in stark contrast to numbers from the very same poll and the very same respondents, 

where an overwhelming 92 percent responded that they would prefer a smaller government which provided 

fewer services (ibid). A much used slogan and good example of such contradiction at Tea Party rallies is 

various versions of “government, keep your hands off of my Medicare”, often alongside signs railing against 

socialized medicine. 

These contradicting numbers above are a prime example of opposition to new programs for fear of losing 

existing programs from which one benefits. This is yet another example which can be explained through 

historical institutionalism, as will be done later on in this paper.  

 

                                                
11 Officially TEA Party, which stands for ”Taxed Enough Already”, referencing their opposition to taxation, but with obvious 

reference to the Boston Tea Party in 1773, an iconic event in American history against British colonial rule. 
12 In this poll, Tea Party supporters were those who agreed with Tea Party principles, while “activists” were defined as 
those who had attended Tea Party rallies. 
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Agency-based Problems 

 

A different opinion as to why a proposal for comprehensive health care reform failed is because of the 

ineptitude of the designers of the proposals. This explanation dominated the punditry scene after the 

complete failure of President Clinton‟s health care proposal in 1994, and is indeed still one of the most 

prominent and popular explanations with journalists and pundits. While this for the most part is not a 

relevant reason, it certainly might have played a slight part in the defeat of President Clinton‟s health care 

proposal. Such comprehensive reform proposals, no matter which Presidential desk they originate from, 

require the support of a majority of both houses in order to pass, and preferably more than just a majority. 

President Clinton, however, even with a Democratic majority in both houses managed to lose the support of 

many of his fellow Democrats. 

Hillary Clinton, the First Lady, took control of the health care proposal, instead of running the proposal 

through the usual political channels. This ignored decades of tradition in Congress, where sitting 

Congressmen may have felt overlooked or ignored in this important process, ultimately resulting in the loss 

of support of many key Democrats, who instead chose to throw their support behind alternate proposals. 

Experts seem to agree that if President Clinton had filtered the proposal through Congress, it would not have 

met such resistance in the committees (Starr, 1995).  

The same arguments are surfacing now, as President Obama‟s health care plan is losing popularity both in 

the public and in Congress after it passed. Democratic politicians who are up for re-election in November are 

largely avoiding the very mention of health care in their campaigns. Some of this resistance is being 

accredited to the fact that it is very difficult to understand the aim of the bill, and thereby very easy for the 

opposition to paint the bill in different colors, whether factual or not, since it is nearly impossible for an 

average citizen to understand the very complicated text.  

Especially in times like the present, where anti-Washington establishment sentiment on both sides of the 

political spectrum are flourishing, a bill which is too complicated for the average American to understand is 

far too easily distorted by opponents of the bill in order to paint their political opponents as “out of touch 

with real Americans”, a sentence used ad nauseam these days in the run-up to the November mid-term 

congressional elections.  

That being said, it is highly unlikely that agency-based problems are a deciding factor in whether 

comprehensive reform passes through Congress or not. Comprehensive reform of any sort, put forth by any 

party is guaranteed to be a massive piece of legislation. It would be nearly impossible to draft a bill of this 

size in simple laymen‟s terms, and doing so would likely end with an inadequate bill. As mentioned above, 

labeling the bill as out of touch with real Americans due to its size is more likely a political tactic and an 

easily used excuse for opposition. 
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Discussion 

 

As mentioned above, opinion polls are no exact science. They are, like all surveys, subject to sampling error. 

Most opinion polls are conducted with sample sizes of 1,200 participants, which statistically only produces a 

margin of error of 3 percentage points. However, even with automated, random dialing, it is possible to 

reach a majority of one or the other demographic, thereby distorting the results. On top of this, one must 

factor in the fact that the wording of a polling question has a great deal to do with how the respondents 

answer. As the two examples given show, even subtle alterations in words or phrases can steer the result in 

the desired direction. This being said, it is the most reliable way to collect opinion data, and can be loosely 

trusted.  

Whether politicians allow poll results to affect their policy decisions is a difficult entity to measure. However, 

with the nature of public opinion polls being so that they are easily manipulated, it is likely that politicians 

pick and choose from the polling results which best support their cause, in the end likely having little or no 

effect on where they place their votes.  

To find out whether public opinion actually has an effect on the passing or defeat of legislation would require 

a separate thesis, and would stray greatly from the aim of this paper. It is however possible to conclude from 

the polling data available, that public opinion in America has not been and is not opposed to greater 

government intervention in the health care system, which again points us in a different direction in the 

search for a suitable response to the research question.  

While it cannot be denied that President Clinton‟s methods had a say in the failure of his health care 

proposal, it should not be overlooked that it was the institutions which facilitated this resistance and allowed 

for the defeat of the bill. 
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Chapter 3: Historical Institutionalism in Theory 

 

There are many different explanations offered up by as many different experts on why previous 

comprehensive health care proposals have failed to make it through, or even to, Congress. This chapter 

explains the theoretical approach that this paper will focus on, drawing on historical institutionalism and path 

dependence theories. Agreement among scholars that historical institutionalism is a valid and comprehensive 

explanation for the failure of such policies is not unanimous, and indeed there are competing theories and 

experts who disagree with this line of thought. Therefore there will be a discussion at the end of this chapter 

of the strengths and weaknesses of historical institutionalism. 

The idea of comprehensive health care reform in the United States is not a new one, neither now nor when 

President Clinton attempted to reform the system in 1994. As outlined in Chapter 1, politicians have dreamt 

of insuring the entire population and have attempted to do so a number of times, for the most part with the 

majority of the American electorate in support of them. Why then, with popular support, have they been 

unable to pass such legislation? Even with congressional majorities in favor of comprehensive health care 

reform, why does the United States remain the only western democratic nation without full health coverage 

of its citizens? 

The answer is not to be found, as explained above, within public attitudes and thereby political attitudes, but 

within the institutional framework of the American political system. This institutional bias is not new and is no 

unexpected result of a poorly designed system, but is part of a political structure purposely built in to 

American politics by the Founding Fathers themselves in order to protect the minority from majority rule. 

This, together with a number of congressional reforms13 aimed at minimizing the importance and power of 

national political parties, has resulted in national politicians acting more on behalf of their own personal 

careers than in the interest of their party platforms.  

Unlike with most other democracies which the United States compares itself to, party platforms are 

downplayed and largely unseen at national party conventions, and in the election campaigns of the individual 

politicians, the politicians often run on platforms that will ensure their election in their district or state, 

regardless of what the nationwide party base thinks. Prime examples of this are the so-called “blue dog 

Democrats”, often representing southern and mid-western states. These politicians, while officially 

Democrats, are known to have rather conservative views on hot button subjects such as abortion and 2nd 

Amendment rights. Without such conservative views, they would likely never win an election in their districts.  

Seen from Europe and elsewhere outside the borders of the United States, the most common theories about 

why the United States has been unable to implement a comprehensive health care reform until now all 

                                                
13 Reforms in the wake of the Watergate scandal sought to decentralize power in Congress and allowed for any member of 
the House of Representatives to amend bills emerging from the House Ways and Means committee along with forcing 
legislation such as health care to pass through four, not two committees.  
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revolve around the conservative, anti-government sentiments loudly echoed throughout American and 

international media, especially during campaigns. This sentiment has been the foundation of the so-called 

Tea Parties, and forcefully spread by conservative media outlets such as Fox News. Since this sort of 

agitative programming makes for more interesting viewing, these sentiments are what make headlines, 

thereby working to shape viewers opinions on the subject, as well as working to shape outsiders‟ views of 

why the United States has taken so long to implement reform.  

However, media outlets such as Fox News as well as other cable news outlets, while impressively adept at 

getting their message out and claiming to represent “majority views”, only have a small proportion of 

viewers. While Fox News indeed is the most watched cable news network, their prime time ratings fail even 

to reach 3 million viewers on average days (TV By The Numbers, 2010). Out of a current U.S. population of 

over 309 million (U.S. Census Bureau, 2010), Fox News viewers only amount to 0.9 percent of the 

population. To claim for their viewers to represent a majority of Americans is a long shot at best.  

This, together with numerous surveys showing consistent public support for a greater government role in the 

health care industry over the years (Steinmo & Watts, 1995), shows that the difficulties encountered in 

implementing comprehensive health care reform in the United States must be sought elsewhere. In an 

attempt to explain these difficulties, many authors and scholars have turned their attention to what is known 

as historical institutionalism.  

 

Historical Institutionalism 
 

Historical institutionalism is a social science theory “which focuses on how institutions, understood as sets of 

regularized practices with rule-like qualities, structure action and outcomes” (Schmidt, 2010, pp. 4-5). While, 

as mentioned above, most pundits and other people involved in political commentary look to the immediate 

past and current political environment for answers as to why certain legislation failed to pass, historical 

institutionalists such as Paul Pierson and Jacob Hacker turn to critical junctures, long-term processes  and 

institutional structures for answers (Pierson & Skocpol, 2002). They argue that policy decisions in the past, 

even those which seem minor, have a considerable effect on how institutions shape themselves in the future. 

According to Pierson and Skocpol (2002), there are three important features which characterize the historical 

institutionalist approach to political studies – that the problems addressed are big, substantive questions that 

are inherently of interest to broad publics as well as to fellow scholars, that time is taken seriously, and that 

attention is paid to contexts and configurations.  

According to Steinmo (2008), one of the major reasons why historical institutionalists argue that change will 

be difficult is that “any given institution (whether a formal institution or a norm) is imbedded within a larger 
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set of institutions.” By this he draws focus to the fact that by changing the rules in one institution, these 

changes will have implications on the other institutions. This change in the surrounding institutions then is 

likely to create significant resistance to change from these institutions. So changing one institution is not as 

simple as it sounds, and resistance will come from outside sources as well. This example will be explained in 

Chapter 4, which focuses on the non-governmental institutions which have vested interests in the health care 

system. 

In this paper, a focus will be on path dependence14, which is also a focus of historical institutionalism. Path 

dependence, as Jacob Hacker defines it, is a temporal process in which early choices create self-reinforcing 

effects that are inherently difficult to reverse (Hacker, 2009). These critical junctures, or “formative 

moments” are, according to path dependence theory, vital in defining which path an institution will take in 

the future. In other words, minor policy changes in the past can have unintended consequences on the future 

of the affected institution, and create lasting effects which are inherently difficult to reverse.  

Hacker argues that the timing and sequence of policy interventions plays a significant role in how national 

health systems shape themselves. As is the case with the United States, government intervention into the 

health care system was incremental, and allowed for the formation of powerful private insurers15, which then 

accustomed hospitals as well as private physicians to “fee-for-service” payment. Although this has been the 

case in most countries with which the United States compares itself, these systems have been more rapidly 

replaced elsewhere by full government control, whereas in the United States, even with President Obama‟s 

new legislation, it still exists (ibid).  

Systems such as the health care system in the United States have through the years produced so many 

vested interests, ranging from private physicians able to earn astronomical salaries to pharmaceutical 

companies able to overcharge for their product, that these players have become well financed and outspoken 

adversaries to comprehensive health care reform. This is a clear example of path dependence, where early 

policy decisions, in this case heavily involving the private sector, have created a system, though flawed, with 

so many powerful dependents that reforming the system is not simply a question of changing legislation, but 

of disrupting the livelihood of many of these interests.  

Another hurdle on the path to reform is that reforming institutions causes long-term effects, many of which 

are impossible to predict. This inability to know the full ramifications of change scares many people into 

simply preferring status quo, whether or not the current situation is good or bad. Such institutional change 

also often bears with it new costs, which are immediate expenses based on uncertain future profits which 

also serve to push people into resistance of change (Steinmo, 2008). This is especially the case with 

                                                
14 After a thorough search for the correct spelling of the term, no one solution was found. It appears in numerous forms in 
scientific literature such as path dependency, path-dependency or path dependence. I have chosen to use the latter form, 
as both Pierson and Hacker, the two authors most used in this paper, use this form. 
15 Together with the exclusion of insurance benefits from the Wartime price and wage freeze during the Second World War, 
as mentioned in the chapter on President Truman and the New Deal . 
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Republican resistance to health care reform, since fiscal responsibility is one of the main components of the 

Republican Party platform.  

Path dependence in surrounding institutions is not alone in creating resistance to change. There are also 

roadblocks within the institutional framework of the American political system, not caused by political 

opposition to reform, but by the Framers themselves in how the system was designed, as outlined below. 

 

Congressional Roadblocks and Institutional Fragmentation 

 

Passing comprehensive reform legislation in any country is not an easy task. In most cases, the opposition 

will put considerable effort into derailing the proposals set forth by the majority, using every weapon in their 

arsenal. Such is the case in the United States as well, though the minority party in the United States 

possesses considerably more weapons than in most, if not all, other western civilizations.  

Officially, as with other democratic nations, a simple majority is needed to pass legislation in the United 

States Congress. However, the additional tools are provided which help the minority block such legislation, 

arming the minority with a considerable number of veto-points. The filibuster is one of these, and one that 

has been used repeatedly in the divided, partisan political environment in Washington, D.C. in the past year. 

A filibuster allows for unlimited debate, thereby preventing a vote on a certain subject. In order to overturn a 

filibuster, the Senate needs to invoke Cloture. Cloture is the only method available for this task, and places a 

time limit on the consideration of a pending matter, forcing an end to all discussion 30 hours after cloture 

has been invoked. However, this process requires the support of three-fifths of the Senate, or a minimum of 

sixty votes (U.S. Senate, 2010).  

The reason that this has become so important in contemporary politics in the United States is that politics in 

Washington have become extremely partisan.16 It is currently rare for Senators or Members of the House to 

vote in other ways than along strict party lines. In the 102nd Congress, from 1991-1993, House 

Representatives voted along party lines an average of 81.2 percent of the time, while the Senate voted along 

party lines 80.7 percent of the time (The Washington Post, 2010). With the 111th Congress, which is our 

current Congress, those numbers are up to respectively 90.6 percent for the House and 88.1 percent with 

the Senate (The Washington Post, 2010). The Senate percentage has even been significantly lowered by 

Senator Arlen Specter, a Republican from Pennsylvania who recently, again, changed sides and is now a 

representative of the Democratic Party. This hyper-partisanship basically means that if the majority wishes to 

pass comprehensive reform legislation, they need a minimum of 60 Senators on their side. This, as one can 

imagine, is a near impossible task in today‟s Congress. 

                                                
16 Since the beginning of the 1990‟s, politicians have been increasingly voting along party lines. Many accredit this to the 
often combative rhetoric set forth by Newt Gingrich and his Contract With America, a rhetoric which has continued, if not 
increased, to this day. 
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However, the filibuster is not the only reason why passing comprehensive reform is so difficult, especially in 

today‟s political environment. At the time when the U.S. Constitution was written, one of the greatest fears 

of the Founding Fathers was that even a democratically elected majority could abuse their power and 

tyrannize the minority. This is the reason for the system of Checks and Balances17, the three-pronged system 

of government in the United States, in place to ensure that no one body of government wields more power 

than the other, and so that the three bodies of government all had a say in legislation. But this institutional 

fragmentation also makes it extremely difficult to pass comprehensive reform. Other procedural 

Congressional rules allow for single members to block entire legislative proposals, whether the proposals 

originate from their own party or not. This occurs occasionally since party politics have for a long time taken 

a back seat to individual aspirations in American politics.  

While members of Congress for the most part declare themselves members of one of the two major parties, 

their main concerns rest with their constituents at home. Especially Members of the House are elected 

primarily to represent their local districts, and not the entire country. It is therefore entirely possible that a 

Democrat, who represents a southern district, only has a few things in common with his or her northern 

colleagues, and represents a constituency which is entirely against say health care reform. Most of these so-

called „Blue Dog Democrats‟ are among the more senior members of the House, meaning that many of them 

hold positions on various committees, putting them in positions where they can veto bills at a committee 

level even before they make it to the floor.  

These procedural road blocks and standard political opposition are not enough though to explain the 

difficulties of passing comprehensive reform legislation. A great amount of this political opposition comes 

from party politics and constituent pressure, but a great amount also comes from interest group pressure 

and fear of the unknown. This interest group pressure will be discussed in the following section together with 

a more in-depth discussion in Chapter 4. 

 

Historical Institutionalism in the Surrounding Institutions 

 

Despite the Congressional road blocks examined above, historical institutionalism does not solely focus on 

the political institutions and the rules that control them, but also on the surrounding institutions which in 

some way or form are connected to the relevant legislative process and the effects which this process will 

create. In the case of health care reform, as in most other comprehensive reform proposals, the surrounding 

institutions which must be considered are many, and can be broadly categorized as those corporations and 

interest groups which in some way shape or form will feel the effects of such a proposal should it be 

implemented. 

                                                
17 A system which has divided power between the three branches of government – the Executive, the Legislative and the 
Judicial branches. 
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Historical institutionalist theory looks at how these institutions, be they political, corporate or interest groups, 

will be affected by the proposed legislation. But historical institutionalism mostly looks to the past, and to 

what these institutions benefit from prior to legislation changes, and then seeks to explain that these 

institutions ultimately will resist change due to the fact that this change will likely take away the benefits or 

increase the costs of the system which they currently enjoy.  

In a system as immense as the United States health care system, or indeed any nation‟s health care system, 

the people are not the only benefactors. There is a complicated network of vested interests within the 

existing system, each of which has based a certain portion of their livelihood on the continuing existence of 

this system. Health insurance companies are the most obvious example. This is an industry whose sole base 

of existence is the privatized health care industry, without which they would cease to exist. Labor Unions and 

corporations alike also have vested interests in the health care system, not to mention more politically 

motivated interest groups. All of this will be discussed in more detail in Chapter 4. 

 

Path Dependence 

 

Path dependence is a sub-theory of historical institutionalism which, very simply put, argues that history 

matters. More precisely, this theory argues that decisions made in the past, whether or not these decisions 

are still relevant or whether the decisions seemed trivial at the time, will have an effect on the opportunities 

we have and the decisions which we are making today.  

Historical institutionalists are increasingly invoking the theory of path dependence in order to explain 

obstacles to change other than the obvious political obstacles. They argue that once a country sets down one 

path, they tend to continue on same path, since costs of reversal become very high. This idea stems from 

the economic theory of increasing returns, which states that large set-up costs tend to keep institutions on 

the same path, together with the fact that knowledge gained while on one path tends to cement an 

institution on that same path, while at the same time the costs of reversal grow the longer an institutions 

stays on the one path. Included in the costs of reversal are factors such as the re-training of employees, new 

computer systems and new equipment necessary to cope with a new system (Pierson, 2000).  

This theory not only applies to institutions, but also to individuals. There are millions of Americans who are 

dependent on Medicare for their health insurance, and, while these people enjoy the benefits of socialized 

medicine, many have strongly opposed comprehensive health care reform out of fear that the benefits which 

they have grown accustomed to over the years will change or disappear altogether.  
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Discussion 

 

Much of the criticism of historical institutionalism focuses on the fact that most of the historical institutionalist 

literature available fails to fully explain how change happens. Indeed, when studying the works of prominent 

historical institutionalists such as Hacker, Pierson and Steinmo, the focus is on how institutions resist change, 

with little or no explanation of how change actually does occur. Though the main focus of this paper is on 

how the institutions involved in the health care system in the United States ultimately resist change, it is 

necessary to discuss how change happens despite historical institutionalist arguments to the contrary.  

Chapter 4 will attempt to explain how historical institutionalism and path dependence can explain the policy 

positions of the major players in this health care reform process and ultimately explain why comprehensive 

health care reform in the United States is not something that can be accomplished by simply drafting a bill 

and winning the support of a simple majority in Congress.  

However, these theories are not without flaws, and cannot be used without some level of criticism. It is not 

simply enough to state that the reason comprehensive reform proposals have failed in the past is because 

the institutions have become path dependent, and would prefer to stay the course. Path dependence, in 

broad terms, seeks to explain why institutions do not change.  But as anyone can see, the health care 

system in the United States has undergone significant changes over the years. For some, path dependence is 

only useful when accounting for policy stability, but not for policy change (Kay, 2005).  

Historical institutionalism serves a purpose in this paper to explain why the institutions in question resist 

change, even if staying the course is not the optimal solution for the institutions themselves or the broader 

interest of the public. But, as the following chapter will discuss, some of these institutions have changed their 

positions on the subject, apparently abandoning what was earlier thought to be ideological opposition to any 

form of government supported health care. Earlier historical institutionalist work failed to account for such 

change, and authors such as Hacker and Pierson have been seemingly unconcerned with this flaw in 

institutionalist theory. 

However, as the following chapter will explain, the institutions in question in this paper have indeed changed, 

and this needs to be explained. Generally, up until the early 1990‟s, the institutions in question stood their 

ground in opposition to any form of health care reform. But in 1991, there seemed to be a consensus among 

the corporate associations, generally strong opponents of reform, that health care reform was necessary. By 

the time President Clinton rolled out his health care proposal in 1994 however, everything was back to 

normal, with the usual suspects fighting health care reform with their entire arsenal.  

The very same situation occurred in 1997, where business leaders began voicing their concerns with the 

current state of health care in America, and calling for the government to produce some sort of health care 
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reform. So how can this happen, when historical institutionalism clearly states that these institutions will 

resist change, being that they have prospered greatly under the previous arrangement and due to the 

unforeseen costs of reform?  

The example given above, together with empirical data and statements from the relevant institutions 

provided in the following chapters coincides with the two deepest recessions in modern U.S. history. These 

recessions upset the status quo enjoyed by the institutions, forcing them to take some form of action. This 

idea, that institutions become willing to undergo drastic changes based on external shocks is known as the 

theory of “punctuated equilibrium”. The idea here is that institutions will remain relatively stable and 

resistant to change as long as they can maintain the status quo, until they are faced with an exogenous 

shock, in this case in the form of two recessions (Steinmo, 2008).  

While this paper is focusing on historical institutionalism and path dependence in order to answer the 

research question, it is only attempting to explain why the relevant institutions resist ideas of change, and 

not why change does not happen, since it clearly does. In the following Chapter this paper also explains why 

certain institutions seemingly abandoned their ideological opposition to change in order to, at least partially, 

support health care reform.  
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Chapter 4: Historical Institutionalism in Practice 

 

As mentioned in the preceding chapter, historical institutionalism and path dependence are theories which 

strive to explain stability rather than change. As this chapter will explain, there is much stability to be seen in 

the relevant non-governmental institutions regarding their support of or opposition to comprehensive health 

care reform. However, there is also change to be found. These changes, as explained below, are largely the 

result of exogenous shocks, or in this case only one exogenous shock in the form of the recession, which 

changed the playing field enough so that even the most stubborn institutions found themselves in support of 

some kind of reform. In other words, the actions of the groups mentioned in the following section do not defy 

the ideas of historical institutionalism. 

As with all major policy decisions in the United States and in other countries, the political process 

surrounding health care reform has been and still is under the significant influence of certain major players. 

While these major players indeed do influence the outcome of policy decisions, there is no consensus on the 

extent of their influence. The extent of their influence will be examined in the following chapters. 

In the case of health care reform, the major players to be focused on here are interest groups including labor 

unions, corporate America and health insurance providers. This chapter will attempt to explain the role 

played by each of these groups, and how their actions regarding comprehensive health care reform fit into 

the theories of historical institutionalism. 

 

Interest Groups 

 

Interest groups have long played a very vocal role in politics in the United States, and they often dominate 

the airwaves when policy decisions are to be made. Comprehensive health care reform has been no 

exception, with many different groups offering their own opinions and suggestions. Depending on who these 

groups represent, the opinions offered have obviously differed greatly. This section will take a brief look at 

some relevant interest groups and try to explain their positions on health care reform. 

Because of the nature of interest groups, where their ideological views hardly come as a surprise, it is not 

necessary to go into depth on the subject, though a few whose positions have been or are otherwise than 

could be expected warrant attention. Unlike the business groups mentioned in the chapter on Corporate 

America, who largely share the same opinions and values, the interest groups represent vastly different 

opinions with few surprises as to where they stand.  
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Interest groups do play a role in the process of reform, since they are more than just an outlet for opinions. 

These groups have the ability to exert pressure on politicians through campaign donations, either for or 

against, and by running ad-campaigns aimed at influencing the behavior of the electorate. Groups such as 

the AARP, NFIB, NRA, AFL-CIO and AIPAC18, all consistently ranked as the top five most powerful, have the 

ability to spend millions of dollars on issues and political campaigns. In 1994, interest groups were 

considered by pundits to have played a key role in the defeat of President Clinton‟s health care proposal, with 

the insurance industry, the pharmaceutical industry, the AMA and the hospital industry all vigorously fighting 

reform. This, however, is not an opinion with which this paper agrees. 

With President Obama‟s health care reform, however, this has not been the case. With traditional opponents 

of health care reform at least on the surface in support of the bill and at the very least not actively opposing 

it, some, such as Ezra Klein of the Washington Post, see this as evidence that the Obama Administration was 

able to neutralize their influence over the process, showing a significant drop in the importance and power of 

interest groups (Klein, 2010).  

However, this may be an over-simplified view of the situation. Others point out that, while these groups, who 

fiercely fought President Clinton‟s proposal, were publicly supporting President Obama‟s proposal, they were 

still making generous campaign contributions to opponents of reform. The pharmaceutical industry 

contributed $211,619 to Senator Richard Burr (R-NC), one of the leading voices against reform, in 2009-

2010, together with large contributions to other opponents of reform (Center for Responsive Politics, 2010).  

This seems to point to that interest groups quite possibly wield more power now than before. As left-leaning 

blogger Matthew Yglesias points out, they have achieved their goals without having to seriously deliver the 

votes (Yglesias, 2010). This is most likely because the Administration, fearing the power of the interest 

groups, started by handing out concessions in the legislation, in order to ensure that these groups wouldn‟t 

campaign against them. This allowed them to continue contributing to those opposed to legislation, without 

having to run ads against opponents or even go beyond merely voicing support for the reform.  

Whether or not interest groups do wield more power now, the fact remains that there are powerful interest 

groups on either side of the political spectrum, and, since interest groups for the most part have an opposing 

group wielding similar power, they likely cancel each other out.  

 

                                                
18 American Association of Retired Persons, National Federation of Independent Businesses, National Rifle Association, The 
American Federation of Labor and Congress of Industrial Organizations and the American Israeli Public Affairs Committee 
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Labor Unions 

 

Labor unions are most often to be found firmly supporting Democratic policies, though on the issue of health 

care reform they have been wavering in their support. This section seeks to explain this seemingly odd 

divergence from Democratic policy by a solidly democratic group. The explanation for this divergence, as will 

be explained further down, falls well within the theories of historical institutionalism.  

Labor unions, such as the AFL-CIO and the SEIU19, just to name two of the most vocal unions, are putting 

their full weight behind health care reform, in some cases even specifically targeting certain democratic 

lawmakers who are either on the fence on this issue or who have announced that they likely will vote no. 

Rep. Mike McMahon (D-NY) recently found this out when SEIU took out a full page advertisement in a local 

newspaper encouraging the Congressman to reconsider his position on the bill, after he made it public that 

he would be voting no. This came at the same time that the SEIU announced that, because of his position on 

health care reform, they would be seeking other candidates to endorse come election season (Catanese, 

2010).  

One of the most vocal interest groups which has made itself heard in the health care debate is the AFL-CIO, 

an umbrella organization for labor unions which currently represents over 11 million workers (AFL-CIO, 

2010). The fact that they have thrown their full weight behind the Democratic plan may not sound special, 

but this is in fact a new course for the labor unions. As was seen with the partial backing of the Clinton 

health plan in 1993-94, labor unions, while normally firmly behind the majority of Democratic policies, were 

to be found siding with the opposition (Pear, NYT U.S. Politics, 1994).  

The reason for the shift is to be found in the declining membership of the unions. With union membership 

steadily declining as the figure below shows, unions are fighting hard to keep their recruitment tools, of 

which their ability to ensure top-tier health insurance is one of the most effective. These so-called „Cadillac 

Plans‟ would lose their effect if universal health coverage took effect, thereby robbing the unions of one of 

their few remaining recruitment tools. 

                                                
19 Service Employees International Union 
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Figure 4 - Decline in Union Membership 

 

Source: (Hirsch & Macpherson, 2010) 

However, just as with the majority of the business associations, the uncontrolled rise in health care costs 

over the years has forced the unions to rethink their position on the matter. In rare agreement with Big 

Business, unions now have realized that these high health care expenses for employers are harming their 

ability to compete with foreign companies with much lower health care expenses. This predicament is 

especially relevant for unionized employers, who in 2003 paid an impressive 77.4 percent more in health 

insurance costs per hour than non-unionized employers (Mishel, Bernstein, & Shierholz, 2009, pp. 202-205). 

As figure 4 shows, unions have also been losing members at a steady rate in the past 40 years, in part 

because the hiring of union workers comes at too great a cost for employers.  

As a result of this predicament, unions, with the AFL-CIO leading the way, have placed themselves firmly 

behind the Democratic Congress and their push for health care reform. They have realized that with the 

opening up of the insurance market, geographical monopolies within the United States will no longer be able 

to uphold the high insurance premiums of today, and that the measures in the bill which would allow for 

small business pooling and litigation reform ultimately would lower costs, thereby enhancing companies‟ 

ability to compete.  
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That being said, labor unions have their own demands for what should be included in the health care bill. The 

AFL-CIO has been lobbying for a number of measures, such as the public option, insofar as this did not result 

in a tax on workers benefits. This, however, was cut from the bill due to political opposition and fear of losing 

the entire bill. Unions have also been pushing for preventative care coverage, which they also see as means 

to keep costs down, since preventative care, according to their numbers, is dramatically cheaper than 

treating an illness in its later stages. In their plan, they want Americans to be able to enjoy a free choice of 

doctors, they want the costs of health care to be divided evenly between employers, employees and the 

federal government, and they want the government to be the watchdog for cost-control, to prevent the 

existing free market from once again getting out of control (AFL-CIO, 2010).  

In the proposal set forth by the Administration, one of the means to finance the new health care legislation 

was through a tax on the so-called „Cadillac Plans‟, which many union employees enjoy. This would have 

been a considerable blow to union employees, but the unions have managed to push that tax back until 2018 

for the time being, allowing other phases of the health care bill to go into effect first. They have also 

managed to secure a $10 billion bailout for their existing underfinanced retiree health benefit plans, which 

otherwise could have caused the downfall of many of the unions (AFL-CIO, 2010).  

Labor unions, however, are not the only groups interested in influencing health care reform. Another 

influential group is the American Association of Retired Persons, the AARP. They too support an overhaul of 

the health care coverage system in the United States, but, since they represent elderly citizens, the majority 

of whom enjoy the benefits of Medicare, they are extremely defensive of the status-quo regarding Medicare. 

They are very adamant that no cuts in any shape or size are made to the Medicare program as it is, in fact 

they wish that the Medicare program not only be protected, but strengthened. The AARP and its members 

are satisfied with what they have now, and are worried that any alterations in the health care system in the 

United States would take away some of their benefits (AARP, 2010).  

The AARP, however, differs from other organizations politically. This is because, unlike with labor unions, 

members of the AARP do not come from similar political or societal backgrounds. Joining the AARP is almost 

a must in the United States when one turns 50. This is not to support a political lobby, but membership of 

the AARP, which only costs $16 a year, comes with a wealth of benefits. Carrying a member‟s card allows for 

discounts on everything from groceries to AAA insurance and airline tickets (AARP, 2010).  

There are also no surprises to be found regarding the position of the NAACP and NOW20, two groups usually 

solidly planted behind Democratic Policies. However, the National Organization for Women did take issue with 

the fact that the proposal to publicly fund early stage abortions was removed from the bill. While still upset 

that this provision was removed, NOW still strongly supports the bill.  

                                                
20 The National Association for the Advancement of Colored People, and the National Organization For Women. 
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As with the corporate groups to be discussed below, labor union positions on health care reform fit well into 

the theories of historical institutionalism. Their initial opposition to reform proposals, both now and in 

previous attempts, cannot be explained with political ideology, since labor unions are likely the most solidly 

Democratic group out there. This opposition to comprehensive health care reform stems from self-

preservation, since a universal health care system in the United States would take away one of the few 

remaining incentives left to join a labor union.  

This is a clear example of path dependence, where a group prefers a path which goes against the political 

beliefs of the majority of its members, in order to preserve the beneficial system with which such groups 

have thrived on for decades.  

While there indeed are very powerful interest groups in the United States, it can be concluded that they have 

not had too much say in whether comprehensive health care reform is able to pass or not. While it is difficult 

to measure their influence on the political decision-making processes on Capitol Hill, it can be said that, while 

they do have some influence, it is not major. For every conservative interest group represented in 

Washington, there is a liberal one there to offset their advantage.  

 

Corporate America 

 

This section will focus on how the positions of corporate America with regards to health care reform have 

played a part in the policy-making process, and how this ties in with historical institutionalist thinking. While, 

as explained earlier, historical institutionalism seeks to explain stability, there have been some significant 

changes in the positions of major corporate players in the United States. However, it seems that their 

interests are materialistic and have been modified in order to cope with the current conditions set off by the 

recession and a significant spike in the cost of insurance premiums.  

Since the very first attempts at creating universal coverage in the United States, the politicians who have 

pushed for reform have been up against a formidable foe in the shape of the private sector. With the 

construction of the American political system as it is, private sector leaders are not just wealthy private 

constituents. Considering the amount of access points in U.S. government, they also become powerful, key 

players in the political arena. Their abilities to pool resources and organize campaigns have not only ensured 

the private sector a seat at the bargaining table, but have also made them vital to the process. However, 

there has in recent years been a significant shift in the positions of American businesses. 

In 2007, when the potential candidates for the upcoming presidential election were attempting to establish 

their platforms, health care debate once again took its place on the political scene. At the same time, the 

Business Roundtable, one of the most influential business lobbyists in Washington, and the CEOs of major 
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businesses such as Safeway Supermarkets and Starbucks, signaled that Big Business was on the verge of 

shifting their policy positions on the subject (Cohn, 2007).  

Ideologically, corporations and corporate associations in America have been opposed to comprehensive 

health care reform on the grounds that government intervention in an otherwise privatized market would 

limit the flexibility of the relatively free market in which American corporations operate. However, as some 

suggest, times are changing. As was the case during the recession in the early nineties, with profit margins 

falling and health insurance premiums rising, corporate America was beginning to feel the pain of paying high 

premiums for low-waged workers. Therefore, they became at least slightly interested in reforming health 

care, at least until the recession blew over and the cost of premiums flattened out. When President Clinton 

presented his plan for overhauling America‟s health care system, things were back to normal with corporate 

America firmly opposing health care reform (Hacker, 2009, pp. 19-20). As Rick Mayes puts it, “economic 

necessity may be the mother of policy reform, but relative prosperity tends to foster a protection and 

maintenance of the status quo” (Mayes, 2004, pp. 122-123).  

Similar to the recession in the early nineties, the current recession, coupled with extreme insurance premium 

inflation, which the Kaiser Family Foundation puts at 131 percent over the last ten years compared to only 

28 percent inflation (Altman, 2009), has again caused corporate America to reconsider its position on 

comprehensive health care reform. A closer look at the web sites of business groups such as the United 

States Chamber of Commerce, The Business Roundtable, The National Association of Manufacturers and 

other likeminded organizations shows that health care reform rests at the top of the policy issues which they 

are pushing towards Congress. Though their proposals greatly differ from the legislation set forth by the 

Democrats and President Obama, it is clear that businesses in America are fighting for change in their own 

way.  

Though these associations often have different approaches to solving the health care problem, they do have 

one thing in common, namely the fact that their members are insuring fewer and fewer employees due to 

the uncontrolled inflation seen in health insurance premiums, or having to make their employees pay part of 

the cost of the premiums (Hacker, 2009, pp. 13-14). See Figures 5 and 6 below. This process of insuring 

fewer employees has as a consequence resulted in making it more difficult for American corporations to 

recruit workers, giving them a competitive disadvantage over foreign corporations. General Motors alone 

insures over 1.1 million current and former workers, putting their health care costs at approximately $5 

billion annually (Council on Foreign Relations, 2010). According to Business Forward, employers in the United 

States pay more than twice as much in hourly health care costs as their major trading partners, with costs in 

the U.S. at $2.38 per worker per hour versus $0.96, see Figure 7 (Business Forward, 2010). Therefore, these 

organizations are just as interested in reforming the way that the United States health care system works as 

the Democratic politicians are, though they have their own significantly different proposals as to how this 

should be done.  
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Figure 5 - Premium Coverage Costs 

 

Source: (Kaiser Family Foundation, 2009) 

 

Figure 6 - Annual Worker Premiums 

 

Source: (Kaiser Family Foundation, 2009) 
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Figure 7 - Health Care Expenditures by Country 

 

Source: (Business Forward, 2010) 

As mentioned earlier, American business associations largely stand together against the current reform 

proposal, though with slight differences in their own proposals. The United States Chamber of Commerce, 

which claims to represent over 3 million businesses, is one of the more high-profiled and powerful groups 

and is staunchly opposed to President Obama‟s plan for health care reform as it stands and have, according 

to the Chamber themselves, spent millions of dollars on ad campaigns against government run health care 

(U.S. Chamber of Commerce, 2010). They claim that costs would be shifted to the private sector through 

higher taxes, and most notably, they claim that the current proposal would harm, not help, those who are 

most in need of health insurance, together with many of those who already have some form of employer-

provided care. The Chamber of Commerce claims that their members would be forced to provide “gold-plated 

health insurance” to low-wage workers, resulting in a significant cost-increase on behalf of the companies, 

which in the end would force many of their members to either cease hiring new workers, or to fire existing 

workers (ibid).  

The Chamber, like other business groups, has proposed a more market-based reform, where they focus on 

improving existing care by streamlining the way the system works, without government intervention. Their 

main concern is to get costs under control, since the high insurance premiums are hurting their members‟ 

ability to operate competitively. For this they are demanding medical liability reform, more efficient health 

information technology, and small business pooling and tax deductions for businesses which provide health 
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care. They also want to reform the way that insurance providers operate, namely by eliminating the use of 

pre-existing conditions as grounds for denial of coverage, the guarantee that policies will not be revoked 

after an illness, and subsidies for those not able to afford coverage. And finally, they wish to create a vibrant, 

competitive and transparent marketplace, aimed at nationalizing the current market in order to avoid local 

monopolies for the purpose of enhancing competition and thereby lowering prices (U.S. Chamber of 

Commerce, 2010).  

Much along the lines of the Chamber of Commerce, other business groups such as the National Small 

Business Association, the National Association of Manufacturers and the National Federation of Independent 

Businesses are calling for comprehensive reform based on the overwhelming costs of premiums. They too are 

pushing for a private sector run, market-based reform where enhancing competition, improvement of health 

information technology and medical liability reform are the centerpieces of their proposals.  

The National Association of Manufacturers also stands out from the crowd by suggesting the use of public 

private partnerships, or PPPs. Without explicitly expressing that government should stay away from reform, 

they do state that it is necessary that the federal government not be the sole provider of health care. They 

also state that the private sector should be deeply involved in the development of health care reform, that 

the current tax policy, where employer-provided benefits are tax-deductible, should continue unaltered, and 

that the government should shoulder all costs of a new system and avoid the transfer of costs to the private 

sector. They are also concerned about the proposed employer-mandates and that they will restrict flexibility 

regarding providing coverage to employees (National Association of Manufacturers, 2010).  

However, one of the larger business associations, the Business Roundtable21, has broken stride with the 

other associations. According to the Business Roundtable, American employers account for 60 percent of all 

health care coverage in the United States, with their own members providing coverage for some 35 million 

Americans. While they, like the others, are feeling the pressure of higher costs, they have not stood out 

against President Obama‟s plan for health reform. They too wish for health reform to be based in the private 

sector, with medical liability reform as one of their top priorities as well as the fact that they are against the 

proposed public option. But, while they disagree on a number of the Administration‟s proposals, they have 

noticeably not spoken out against the Administration, and even gone so far as to voice their support of the 

plan (Business Roundtable, 2010).  

In a report issued on the subject, the Business Roundtable acknowledges that part of the reason for spiraling 

health care costs is the fact that the costs of treatment of uninsured people, as required by law, are passed 

along to those who have insurance. They point out that, with the right kind of reform, health care costs 

would drop significantly in the foreseeable future, thereby improving American companies‟ ability to compete 

                                                
21 The Business Roundtable is a group formed in 1972 and consists of the CEOs of major American corporations. Their 
purpose is to promote business-friendly policy in Washington, and they are generally perceived as being conservative. 
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in the world economy. They claim that the right reforms could slow health care cost growth from the current 

10 percent to 4 percent, which would be on pace with the Gross Domestic Product (ibid).  

Business Forward, a trade group founded at the beginning of last year, is also standing behind President 

Obama‟s plan. While this group is not as high-profiled as the Chamber of Commerce, it includes corporate 

giants such as AT&T, Microsoft, IBM, Pfizer, Lockheed Martin and Ford Motor Co. The main goal of the group 

is to improve the competitiveness of American businesses, and they have taken a more pragmatic approach 

to health care reform. In a report issued by Business Forward in January, they found that the current health 

care reform proposal actually would, as they put it, “bend the curve”, and save American businesses money. 

They found that American businesses would collectively spend $684 billion less on health insurance 

premiums, American workers would spend $190 billion less on premiums and that the rate of growth in 

Medicare would slow (Business Forward, 2010). Business Forward and the Center for American Progress 

together project that comprehensive health care reform could boost employment in America by as many as 

250,000 to 400,000 workers annually in the coming decade (Cutler & Sood, 2010).  

While the abovementioned business associations collectively support medical liability reform as a means to 

reduce the uncontrolled costs of health coverage, the American Bar Association and the American Trial 

Lawyers Association both oppose such measures, claiming that placing the blame for rising health coverage 

costs on frivolous litigation is grossly exaggerated, and that such costs only account for .58 percent of health 

care costs in total. They claim that Tort laws, including medical malpractice laws as they are, work for 

everyone by protecting the rights of patients, doctors and insurers alike (American Bar Association, 2009).  

However, the claims set forth by the American Bar Association and the American Trial Lawyers Association 

are inaccurate, according to some. As Diana Furchtgott-Roth writes, approximately 10 cents of every dollar 

paid for health care goes to malpractice insurance (Furchtgott-Roth, 2009). Towers Perrin, a global 

professional services firm, reports that since 1975, malpractice litigation costs have risen at approximately 

10 percent annually, now totaling just under $30 billion per year (Towers Perrin, 2009). However, as 

Furchtgott-Roth argues, this is only part of the equation. In order to avoid being sued, doctors take 

excessive and often unnecessary tests along with other unnecessary procedures or altogether stay out of 

certain areas of medicine, resulting in even higher costs (Furchtgott-Roth, 2009).  

With these business associations holding such positions of power while at the same time opposing many, if 

not all, aspects of the Obama Administration‟s health care reform, the Administration is naturally trying to 

fight them, in particular the United States Chamber of Commerce. In an effort to portray the U.S. Chamber 

of Commerce as out of touch with reality, White House adviser Valerie Jarrett stated that the Administration, 

by directly approaching leaders of many of the Chamber‟s members, “prefer the approach – particularly in 

this climate - where the actual people who are on the front lines, trying to create jobs, come and advise us 

on policy” (Lerer, 2009). 
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While it may seem pointless for the Administration to try to win over individual companies, it is not the fact 

that the CEO of a corporation supports the government plan that helps, it is the symbolism. The Chamber of 

Commerce is a largely Republican-dominated organization, and the Republican Party routinely uses American 

Businesses as an example of why health care reform should be dropped. They claim that government 

intervention on this scale would demolish free enterprise and cause the downfall of successful American 

businesses. But now, with certain leading corporations siding with the Administration, President Obama and 

other Democrats can use them to undermine the Republican argument that business would suffer, at the 

same time painting the Republicans as being equally as out of touch with reality as they claim the Chamber 

of Commerce is.  

While historically business groups have been ideologically opposed to comprehensive health care reform, in 

large part because it would limit their earning potential, it now appears that they all support health care 

reform in some way or another. Whether it be, as most groups call for, a market-based solution with the 

government in a background position, or whether it be, as the Business Roundtable seems to be supporting, 

a more comprehensive reform where government plays a greater role.  

During the climate debate which took place in 2009, a number of prominent members of the Chamber of 

Commerce, most notably Apple, PG&E and Nike, decided to part ways with the Chamber, citing differences in 

opinion on climate change regulation. While this has not happened regarding health care reform, the fact 

that a number of members of the Chamber of Commerce have joined Business Forward, which is clearly 

backing the Administration‟s plan for health care reform, can be seen as a clear message to consumers and 

to the American public that their opinions greatly differ on this matter compared to the often harsh and 

opposing opinions of the Chamber. And though they have not quit the Chamber, Wal-Mart, the largest 

private employer in the United States, wrote a joint letter together with the SEIU to the Obama 

Administration in June 2009 expressing their support for the employer-mandate, a measure which the 

Chamber strongly opposes (Volsky, 2009). In response to this, the Chamber harshly denounced Wal-Mart‟s 

actions, stating that Wal-Mart was trying to undermine other retailers through anti-competitive means and 

that Wal-Mart is using the government as a weapon against their competition (Young, 2009).  

Getting back to the partisan politics in Washington, Democrats have long viewed the GOP as being ruled by 

big business. However, it would seem that this health care reform process has only proven that the GOP 

serves the interests of big business only when it suits their purpose, that they in fact are governed by their 

base. Partisan politics, as mentioned earlier on in this paper, have proven much more powerful than business 

interests. If the business community had succeeded in landing a few Republican senators on their bill 

proposals, which they tried, they could have dictated the contents of it (Klein, 2010).  

While, as mentioned above, almost all American business associations and individual businesses support 

some form of health care reform, to call this an ideological shift would be giving business too much credit. 

Looking back over time, it would appear that business attitudes towards health care reform are a function of 
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the trade cycle. When business is good and profit margins high, they can afford to insure their workers and 

attract the brightest minds with attractive benefits. But when profit margins drop and insurance premiums go 

up, businesses feel the effect in the form of loss of competitiveness, both on the global marketplace and in 

personnel recruitment. Therefore, at least while looking at the position of American businesses, and even 

though they are opposed to the current plan, now is the time to pass comprehensive health care reform. 

Business opposition to any form of government intervention is, it seems, at a very low point.  

The change in position which is explained in this chapter seems to be the reaction to an exogenous shock, 

this time in the form of global recession, forcing American corporations to look for solutions to keep up their 

ability to compete with foreign corporations. Under conventional historical institutionalist theory, these 

corporations would stay the course and continue defending the status quo regardless. But given the times, 

and their will to survive, this shock has forced them to see other solutions, despite conventional historical 

institutionalist thinking. This change of course is not a departure from their conservative ideological roots, 

but merely a materialistic attempt at staying competitive with overseas corporations.  

 

Health Insurance Providers 

 

Health insurance providers, much like interest groups, provide for little surprise regarding their stance on 

health care reform. Their entire livelihood is based on selling private insurance plans to employers and 

private citizens, and their size and power continue to grow. However, since they are such an integrated part 

of the American health care system, they do deserve a brief mention.  

The health insurance industry in the United States is notorious for focusing solely on profit, and is often 

accused of completely ignoring the human aspect of their business22. Historically, the health insurance 

industry has been unequivocally opposed to any health care reform legislation. However, once it became 

clear that there would be health care reform, whether they liked it or not, the industry became a little less 

aggressive in their opposition towards the bill. Once they realized that the public option23 was no longer an 

issue, and that it would become law that everyone purchase some form of health insurance, they could focus 

their opposition on the smaller issues within the bill.  

Initial opposition to the bill in the insurance industry was directed at provisions preventing insurance 

providers from cancelling plans due to illness, denying coverage due to previous conditions and especially 

denying coverage to children due to previous conditions. But insurance executives have already found 

                                                
22 Many examples exist, such as denying coverage to children with genetic illnesses, cancelling coverage to those with 
long-term diseases and denying coverage to people with pre-existing conditions. 
23 The creation of a government-run insurance provider, in order to provide competition to the private insurance industry. 
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loophole, allowing them to deny coverage for children with preexisting conditions (Pear, NYT: Money & Policy, 

2010).  

One would expect health insurance providers in the United States to aggressively oppose any health care 

reform legislation, since government run health care would seriously eat away at their source of business. 

However, as it has turned out, with the new health care legislation currently mandating that all citizens 

purchase health care, health insurance providers are welcoming the legislation, at least partly. They seem to 

generally agree that mandating the public to purchase health insurance coverage is not a bad thing for them, 

but they are, however, against certain provisions of the new legislation.   

According to Americas Health Insurance Plans, AHIP24, the only way for health care reform to work would be 

to ensure that everyone has health insurance (AHIP, 2010). While this is very similar to the Democratic plan, 

AHIP means that everyone should be forced to buy private insurance. This, naturally, would be quite a 

success for the health insurance industry. They do of course have objections to the current legislation 

though. 

AHIP argues that the current legislation does nothing to bend the cost curve of health care, which has been 

outpacing inflation for the past many years as figures from the Kaiser Family Foundation, mentioned earlier, 

show. They place the blame solely on underlying medical costs and uncontrolled medical malpractice suits, 

and argue that the health care bill does little or nothing to correct this situation.  

The health insurance industry and its conservative allies won a significant victory when Scott Brown (R) won 

the special election in Massachusetts and ensured that the public option remained removed from the health 

care proposal. The public option would have allowed the government to provide competitive insurance, 

thereby posing a threat to private insurance providers.  

 

Discussion 

 

As this chapter has shown, even the most “ideologically” conservative organizations such as NFIB and the 

United States Chamber of Commerce have changed course regarding their stance on health care reform. 

While they indeed do support some version of reform now, their own ideas are far from what one would call 

comprehensive reform. The punctuated equilibrium theory, where exogenous shocks serve to divert an 

institution from its well-trodden path, serves well to explain why these institutions have changed their minds.  

With the skyrocketing costs of health insurance premiums for their employees coupled with a fall in profits 

and the emergence of China as a powerful competitor on the global market, employers were compelled to 

                                                
24 AHIP is a national association which represents over 1,300 health insurance providers who have been tirelessly working 
to defeat the Democratic health care proposal in its current form, while pressing their own proposal, solely based on 
private coverage 
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take action in order to survive. This change of course has not been an ideological shift, but merely a 

necessary act of self-preservation in an economy which is already exporting many more jobs than before.  

The same goes for the labor unions, which are wary of dwindling membership numbers and employers who 

can no longer afford to employ union members due to the high costs of private health insurance. While 

government health care would solve the latter problem, it would also take away one of the few bargaining 

chips left in the union arsenal. But a scenario with higher employment and weaker unions still beats a 

scenario with even more jobs being shipped abroad due to the lack of competitiveness of American 

corporations.  

However, while corporate America does indeed seem to support health care reform, their own proposals do 

not stray far from the path of their usual minimalistic government routine. A decade ago it would have been 

unheard of if the Business Roundtable or the United States Chamber of Commerce spoke out in support of 

health care reform, since the economy was in a boom and insurance premiums could be afforded. Now their 

equilibrium has been punctured, and their survival instincts have kicked in. But their general ideas on the 

subject have not changed, as can be seen in the above chapter. They are still adamant that government 

refrain from controlling health care and at most act as an arbitrator between private sector companies, and 

they are still fighting to avoid the costs of national health insurance being passed along to the taxpayer, and 

especially to the corporations themselves.  

While change certainly is to be found in these institutions, the majority of them are only looking for change 

for materialistic reasons, and only just enough as is deemed necessary for survival. The point here is that 

though the exogenous shock was enough to disrupt their equilibrium, it was not, at least in the corporations 

place, enough to change their preferences altogether. This is a prime example of historical institutionalism, 

where a better solution (though not all agree) is out there, but the institutions prefer to stay as close to their 

original path as possible, in order to maximize immediate profit and minimize the currently unknown risks of 

such large scale, untested legislation.  

Due to the fact that much of the data focused on in the previous chapters is recent and has to do with 

President Obama‟s health care proposal, Chapter 5 provides a brief description of the proposal and the 

process undergone in order to pass the bill.  
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Chapter 5: Obamacare 

 

Much of the data and examples used in this thesis concern recent events leading up to the implementation of 

President Obama‟s health care bill, and this warrants a brief mention of the process undergone in order to 

pass this legislation, which has dominated North American and international media since the presidential 

election in 2008. 

Anyone who has even remotely been following the news in the last two years will be aware that the United 

States has been consumed in a struggle to pass President Obama‟s highly anticipated “Patient Protection and 

Affordable Care Act”, which is popularly called just “the Affordable Care Act” or “Obamacare”. For some, the 

latter is a term of endearment, but for conservatives who see President Obama as a socialist out to rob them 

of their freedoms, the term serves to show their intense dislike of the program.  

President Obama rolled into Washington on a train from Philadelphia, retracing the steps of President 

Abraham Lincoln. This symbolism was intended to equate him with the much esteemed President Lincoln, 

signaling to the Washington establishment that this new President intended to shake things up in a city so 

often scorned by the country it represents.  

One of the major issues touted on President Obama‟s campaign was health care reform, which therefore 

became the most highly anticipated issue of his first term in office. With President Obama in the White 

House, a Democratic supermajority in the Senate and a significant majority in the House of Representatives, 

it appeared that health care reform would sail through Congress. However, as a brief glance at headlines 

over the past year will disclose, it was much more difficult than most had expected.  

With the constant threat of a filibuster from Republicans, Obamacare needed the support of all 60 Democrats 

in the Senate and nearly all in the House in order to have a chance. But, as mentioned earlier, with American 

politicians increasingly abandoning the party platform in order to fend for themselves, this was far from 

given. 34 Democratic House members voted against Obamacare (Office of the Clerk, 2010), while they were 

able to gather all Democratic Senators and two Independents in the Senate.  

The bill passed through both chambers and was signed into law by President Obama on March 23rd, 2010, 

and contains a number of provisions set to be incrementally implemented over the next five years, as can be 

seen in full in Appendix I. Since this paper is not concerned with the technicalities of the Affordable Care Act, 

there is no need to take an in-depth look at the contents, though there are a few provisions worthy of 

mention. 

One of the most significant improvements featured in the bill is known as the Patient‟s Bill of Rights. This is a 

provision which aims to protect the insured from the often cruel actions of the insurance companies such as 

denying coverage to children with pre-existing conditions and ending the lifetime limits on the care 
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customers can receive. The Patient‟s Bill of Rights, while now mostly focused on protecting children, will 

eventually be expanded to cover all Americans. 

The Donut Hole Rebate25 and the expansion of parents‟ coverage to include children up to the age of 26 are 

also two of the significant steps taken in the new bill, helping both young adults in college or with new jobs 

and anyone who uses prescription drugs. But not everything the Democrats and outside supporters of the bill 

wished for made it through.  

After the initial proposal passed the House in 2009, the Senate went to work on revisions to the bill, and 

among these possible revisions was the prospect of having a public option, which has been discussed earlier 

in this paper. This public option was seen by many democratic supporters as a major, if not the major, 

portion of the bill. It would have ensured true competition in the insurance markets and given the consumer 

an option to buy government health care. However, the public option failed to pass the Senate finance 

committee and was removed from the bill altogether.  

After the death of Senator Ted Kennedy in Massachusetts, his stand-in, Senator Paul Kirk Jr. failed to 

maintain control of the seat, and eventually lost it in a special election to conservative Scott Brown. This 

election brought the Democrats below the magic number of 60 seats, and cost them the ability to invoke 

cloture, hereby making it ultimately impossible to pass further revisions to the health care bill or any other 

piece of partisan legislation. 

Unable to override Republican filibusters, provisions such as the public option were dropped. Despite the fact 

that substantial parts of President Obama‟s health care proposal were dropped, the day the President signed 

the bill into law marked the single most important advancement of public health care legislation in the United 

States in recent history. 

How this was able to happen despite all of the natural road blocks can again be explained using the 

punctuated equilibrium theory. For the past decade, the United States and most of the surrounding world has 

suffered from the deepest depression since the Great Depression in the 1930‟s, which has resulted in almost 

ten percent unemployment (United States Department of Labor, 2010), much of which has been caused by 

the loss of jobs to other countries due to American companies‟ inability to compete. In the same period, the 

cost of health insurance premiums rose 131 percent (Kaiser Family Foundation, 2009), causing employers 

and employees alike to see the necessity of reform, since upholding the status quo no longer was profitable.  

Without these shocks, corporate America would not have wished to upset the status quo, and without the 

poor performance of the Republican controlled Congress and the Administration under President George W. 

Bush, Democrats would not have gained control of Congress, essentially denying any possibility of health 

care reform from the very beginning.   

                                                
25 The ”Donut Hole” is a coverage gap in most plans where, after you and your insurance company have paid an initial 
amount for prescription drugs, you have to cover what is left (up to a certain limit) out of your own pocket.  
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Chapter 6: Conclusion 

 

So far, this thesis has outlined the different interests involved in the comprehensive health care reform 

process, and has tried to define their role while not losing focus of the historical institutionalist perspective. 

Looking at these interests, outlined in Chapter 4, has given us a good look at how historical institutionalism 

works outside of the political arena by detailing how these institutions react to and resist change, even if it 

seemingly is against their own interests.  

Also mentioned are the two common beliefs of why health care reform continually fails to pass in the United 

States, namely public opinion and agency-based problems. While these two reasons fall outside of the field of 

historical institutionalism, they are so commonplace that ignoring them altogether would have been 

irresponsible. However, as Chapter 2 on public opinion shows, this paper has concluded that these two 

explanations are not where the answer to the research question is to be found.  

The overall aim of this thesis has been to suggest to the reader that the answer to the research question is 

not to be found within the popular explanations expressed widely by pundits and politicians alike, but within 

the political theory of historical institutionalism. While this paper has focused mainly on arguments set forth 

by Pierson, Hacker and Steinmo, these arguments do not provide a thorough enough response to the 

research question.  

Social science, like any other field, has many different directions and explanations for the same problems. 

The arguments set forth in this paper have been chosen since they are what come closest to a full 

explanation to the problem, but they are not perfect. Historical institutionalism, as explained in Chapter 3, is 

a theory which aims at explaining why change is difficult to achieve. But, as history has shown us, change in 

the health care sector has taken place. While it can be argued that all previous health care legislation which 

has made it to the desk of the President has not been comprehensive, programs such as Medicare and 

Medicaid were monumental at the time of their implementation. Therefore it could be argued that, while the 

programs themselves only covered a small proportion of society, they encompassed such a large number of 

Americans from day one, and the mere idea of them represented a radical ideological shift that they can be 

considered to be within the family of comprehensive change.  

As history clearly shows, change does happen, even in a structurally biased system such as that which the 

United States uses. The theories of historical institutionalism and path dependence seem to be lacking an 

explanation to this change, and that is what is to be discussed now.  

Much historical institutionalist literature explains change through the punctuated equilibrium theory, which 

explains that external shocks to the system are in fact what cause the periodical disruptions in the static or 

sticky state of institutions. However, merely blaming change on the punctuated equilibrium theory without 

further discussion is in itself not sufficient. When claiming that the shock of a global recession forced the 
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United States to reconsider the way its health care system functioned is essentially saying that the global 

recession pushed America to the left. This line of thought naturally leads one to ask whether the same shock 

suffered by the United States, also felt elsewhere, served to push other populations to the left as well.  

In fact, if one takes a quick glance at the European nations, all of which suffered over the past decade, it 

would seem that politics in most countries are moving further to the right. Take Sweden for example, where, 

for the first time in history, a non-socialist Prime Minister has been elected for a second term, where the 

Conservative Party received an all-time high of 30 percent of the votes and where the far-right Sweden 

Democrats won enough support to earn a place in Parliament (Kianzad, 2010). The same trend can be seen 

in the Netherlands, Great Britain, Germany, Italy, Denmark and France, other countries usually dominated 

by more center-left parties (Birnbaum, 2010). Countries such as Ireland and Iceland, possibly the two 

countries hardest hit by the recession, show no signs of moving further to the left either.  

This drift to the right appears to be the exact opposite of what has happened in the United States, where the 

2008 election handed the Democrats a landslide victory. This does not, however, poke holes in the theory of 

punctuated equilibrium. This is because the punctuated equilibrium theory does not dictate to which side an 

electorate will swing in the event of an exogenous shock, just that they, and the institutions involved, will 

push for change. This means that the consequences of exogenous shocks such as the current recession result 

more in an anti-incumbent sentiment than anything else, meaning that the direction a country will take after 

suffering such a shock depends on who is in power at the time and the nature of the shock, and thereby who 

will take the most blame for the situation.  

Using the theory of punctuated equilibrium to explain change in otherwise solid institutions is, as explained 

above, acceptable. However, the attempts at health care reform in the United States do show that it has its 

limitations. The mere fact that the United States has suffered an exogenous shock has not been enough to 

push legislation through Congress without considerable resistance, as evidenced by the lack of a public 

option in the Affordability Act. There are other variables which need to come into play at the right time, such 

as the fall of the party in power at the time of the shock and how the impact of the shock is felt by the 

electorate.  

While path dependence in itself is a relatively simple explanation, one must be wary of using it on its own to 

explain policy failures. Path dependence does not mean that, based on the history of a given institution, this 

institution inevitably will follow a given path. Path dependence is also only useful in retrospect, since it is 

used while looking back at incidents in the past, and cannot be used precisely for any upcoming events. 

Therefore it is necessary to look at other possibilities for institutional stagnation prior to placing the blame on 

path dependence, such as has been done in this thesis.  

In the introduction it was asked “why has comprehensive health care reform been so difficult to achieve?”. As 

it has taken over sixty pages to answer this question, it is obvious that there is no simple answer. But it is 

clear that the common perceptions as to why reform of this nature meets such massive resistance do provide 
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an acceptable answer to the question. The final answer must be found in the institutional structure of politics 

in the United States, together with how these institutions have evolved over time based on policy decisions 

made at critical junctures in history. Historical institutionalism and path dependence are indeed at fault and 

must shoulder the blame for why comprehensive health care reform has been so difficult to achieve.  
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Appendix I 

The following is a list of the provisions of the Patient Protection and Affordable Care Act signed 

into law on March 23rd 2010. The list is ordered chronologically as to when the provisions will 

take effect.  

The list has been copied from www.healthcare.gov, a federal government website managed by the 
Department of Health & Human Services. (U.S. Department of Health & Human Services, 2010) 

 

2010 

NEW CONSUMER PROTECTIONS 

 Putting Information for Consumers Online. The law provides for an easy-to-use 

website where consumers can compare health insurance coverage options and pick the 

coverage that works for them. Effective July 1, 2010. 

 Prohibiting Denying Coverage of Children Based on Pre-Existing Conditions. The 

new law includes new rules to prevent insurance companies from denying coverage to 

children under the age of 19 due to a pre-existing condition. Effective for health plan years 

beginning on or after September 23, 2010 for new plans and existing group plans.   

 Prohibiting Insurance Companies from Rescinding Coverage.  In the past, insurance 

companies could search for an error, or other technical mistake, on a customer‟s 

application and use this error to deny payment for services when he or she got sick. The 

new law makes this illegal. After media reports cited incidents of breast cancer patients 

losing coverage, insurance companies agreed to end this practice immediately. Effective for 

health plan years beginning on or after September 23, 2010.   

 Eliminating Lifetime Limits on Insurance Coverage. Under the new law, insurance 

companies will be prohibited from imposing lifetime dollar limits on essential benefits, like 

hospital stays.  Effective for health plan years beginning on or after September 23, 2010. 

 Regulating Annual Limits on Insurance Coverage.  Under the new law, insurance 

companies‟ use of annual dollar limits on the amount of insurance coverage a patient may 

receive will be restricted for new plans in the individual market and all group plans. In 

2014, the use of annual dollar limits on essential benefits like hospital stays will be banned 

for new plans in the individual market and all group plans. Effective for health plan years 

beginning on or after September 23, 2010. 

 Appealing Insurance Company Decisions.  The law provides consumers with a way to 

appeal coverage determinations or claims to their insurance company, and establishes an 

external review process. Effective for new plans beginning on or after September 23, 2010. 

 Establishing Consumer Assistance Programs in the States. Under the new law, 

states that apply receive federal grants to help set up or expand independent offices to 

help consumers navigate the private health insurance system. These programs help 

consumers file complaints and appeals; enroll in health coverage; and get educated about 

their rights and responsibilities in group health plans or individual health insurance policies. 

The programs will also collect data on the types of problems consumers have, and file 

reports with the U.S. Department of Health and Human Services to identify trouble spots 

that need further oversight. For a list of those who have received CAP grants. Grants 
Awarded October 2010. 

http://www.healthcare.gov/
http://www.healthcare.gov/news/videos/tour.html
http://www.healthcare.gov/news/videos/tour.html
http://www.healthcare.gov/law/provisions/ChildrensPCIP/childrenspcip.html
http://www.healthcare.gov/law/provisions/ChildrensPCIP/childrenspcip.html
http://www.whitehouse.gov/blog/2010/04/28/care-you-can-count-when-you-need-it-most-reform-ramps
http://www.whitehouse.gov/blog/2010/04/28/care-you-can-count-when-you-need-it-most-reform-ramps
http://www.whitehouse.gov/blog/2010/04/28/care-you-can-count-when-you-need-it-most-reform-ramps
http://www.healthcare.gov/law/provisions/limits/limits.html
http://www.healthcare.gov/law/provisions/limits/limits.html
http://www.healthcare.gov/law/provisions/limits/limits.html
http://www.healthcare.gov/law/provisions/appealing/appealinghealthplandecisions.html
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IMPROVING QUALITY AND LOWERING COSTS 

 Providing Small Business Health Insurance Tax Credits.  Up to 4 million small 

businesses are eligible for tax credits to help them provide insurance benefits to their 

workers. The first phase of this provision provides a credit worth up to 35 percent of the 

employer‟s contribution to the employees‟ health insurance. Small non-profit organizations 

may receive up to a 25 percent credit. Effective now. 

 Offering Relief for 4 Million Seniors Who Hit the Medicare Prescription Drug 

“Donut Hole.”  An estimated four million seniors will reach the gap in Medicare 

prescription drug coverage known as the “donut hole” this year.  Each such senior will 

receive a $250 rebate. First checks mailed in June, 2010, and will continue monthly 

throughout 2010 as seniors hit the coverage gap.  

 Providing Free Preventive Care.  All new plans must cover certain preventive services 

such as mammograms and colonoscopies without charging a deductible, co-pay or 

coinsurance. Effective for health plan years beginning on or after September 23, 2010. 

Learn more about preventive care benefits 

 Preventing Disease and Illness.  A new $15 billion Prevention and Public Health Fund 

will invest in proven prevention and public health programs that can help keep Americans 

healthy – from smoking cessation to combating obesity.  Funding begins in 2010. 

 Cracking Down on Health Care Fraud. Current efforts to fight fraud have returned more 

than $2.5 billion to the Medicare Trust Fund in fiscal year 2009 alone. The new law invests 

new resources and requires new screening procedures for health care providers to boost 

these efforts and reduce fraud and waste in Medicare, Medicaid, and CHIP.  Many 

provisions effective now. 

INCREASING ACCESS TO AFFORDABLE CARE 

 Providing Access to Insurance for Uninsured Americans with Pre-Existing 

Conditions.  A new Pre-Existing Condition Insurance Plan will provide new coverage 

options to individuals who have been uninsured for at least six months because of a pre-

existing condition. States have the option of running this new program in their state. If a 

state chooses not to do so, a plan will be established by the Department of Health and 

Human Services in that state.  National program effective July 1, 2010. 

 Extending Coverage for Young Adults.  Under the new law, young adults will be 

allowed to stay on their parents’ plan until they turn 26 years old (in the case of existing 

group health plans, this right does not apply if the young adult is offered insurance at 

work). While the provision takes effect in September, many insurance companies have 

already implemented this new practice. Check with your insurance company or employer to 

see if you qualify. Effective for health plan years beginning on or after September 23. 

 Expanding Coverage for Early Retirees.  Too often, Americans who retire without 

employer-sponsored insurance and before they are eligible for Medicare see their life 

savings disappear because of high rates in the individual market. To preserve employer 

coverage for early retirees until more affordable coverage is available through the new 

Exchanges by 2014, the new law creates a $5 billion program to provide needed financial 

help for employment-based plans to continue to provide valuable coverage to people who 

retire between the ages of 55 and 65, as well as their spouses and dependents. 

Applications for employers to participate in the program available June 1, 2010. For more 

information on the Early Retiree Reinsurance Program, visit www.ERRP.gov. 

 Rebuilding the Primary Care Workforce.  To strengthen the availability of primary care, 

there are new incentives in the law to expand the number of primary care doctors, nurses 

http://www.healthcare.gov/law/provisions/taxcredits/index.html
http://www.healthcare.gov/law/provisions/taxcredits/index.html
http://www.healthcare.gov/law/provisions/donuthole/donuthole.html
http://www.healthcare.gov/law/provisions/donuthole/donuthole.html
http://www.healthcare.gov/law/about/provisions/services/index.html
http://www.whitehouse.gov/blog/2010/05/13/turning-heat-fraud
http://www.healthcare.gov/law/provisions/preexisting/index.html
http://www.healthcare.gov/law/provisions/youngadult/index.html
http://www.healthcare.gov/law/provisions/youngadult/index.html
http://www.whitehouse.gov/blog/2010/05/04/helping-businesses-help-retirees
http://www.whitehouse.gov/blog/2010/05/04/helping-businesses-help-retirees
http://www.healthcare.gov/law/provisions/retirement/index.html
http://www.errp.gov/
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and physician assistants. These include funding for scholarships and loan repayments for 

primary care doctors and nurses working in underserved areas. Doctors and nurses 

receiving payments made under any State loan repayment or loan forgiveness program 

intended to increase the availability of health care services in underserved or health 

professional shortage areas will not have to pay taxes on those payments.  Effective 2010 . 

 Holding Insurance Companies Accountable for Unreasonable Rate Hikes.  The law 

allows states that have, or plan to implement, measures that require insurance companies 

to justify their premium increases will be eligible for $250 million in new grants. Insurance 

companies with excessive or unjustified premium exchanges may not be able to participate 

in the new health insurance Exchanges in 2014.  Grants awarded beginning in 2010. 

 Allowing States to Cover More People on Medicaid.  States will be able to 

receive  federal matching funds for covering some additional low-income individuals and 

families under Medicaid for whom federal funds were not previously available. This will 

make it easier for states that choose to do so to cover more of their residents. Effective 

April 1, 2010. 

 Increasing Payments for Rural Health Care Providers.  Today, 68 percent of 

medically underserved communities across the nation are in rural areas. These 

communities often have trouble attracting and retaining medical professionals. The law 

provides increased payment to rural health care providers to help them continue to serve 

their communities.  Effective 2010. 

 Strengthening Community Health Centers.  The law includes new funding to support 

the construction of and expand services at community health centers, allowing these 
centers to serve some 20 million new patients across the country.  Effective 2010. 

 

2011 

IMPROVING QUALITY AND LOWERING COSTS 

 Offering Prescription Drug Discounts. Seniors who reach the coverage gap will receive 

a 50 percent discount when buying Medicare Part D covered brand-name prescription 

drugs. Over the next ten years, seniors will receive additional savings on brand-name and 

generic drugs until the coverage gap is closed in 2020. Effective January 1, 2011. 

Download a brochure to learn more (PDF, 3.6 MB) 

 Providing Free Preventive Care for Seniors.  The law provides certain free preventive 

services, such as annual wellness visits and personalized prevention plans for seniors on 

Medicare.  Effective January 1, 2011. 

 Improving Health Care Quality and Efficiency.  The law establishes a new Center for 

Medicare & Medicaid Innovation that will begin testing new ways of delivering care to 

patients. These methods are expected to improve the quality of care, and reduce the rate 

of growth in health care costs for Medicare, Medicaid, and the Children‟s Health Insurance 

Program (CHIP). Additionally, by January 1, 2011, HHS will submit a national strategy for 

quality improvement in health care, including by these programs.  Effective no later than 

January 1, 2011. 

 Improving Care for Seniors After They Leave the Hospital. The Community Care 

Transitions Program will help high risk Medicare beneficiaries who are hospitalized avoid 

unnecessary readmissions by coordinating care and connecting patients to services in their 

communities. Effective January 1, 2011. 

http://www.healthcare.gov/law/provisions/premiums/index.html
http://www.healthcare.gov/law/provisions/premiums/index.html
http://www.medicare.gov/Publications/Pubs/pdf/11464.pdf
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 Introducing New Innovations to Bring Down Costs.  The Independent Payment 

Advisory Board will begin operations to develop and submit proposals to Congress and the 

President aimed at  extending the life of the Medicare Trust Fund.  The Board is expected 

to focus on ways to target waste in the system, and recommend ways to reduce costs, 

improve health outcomes for patients, and expand access to high-quality 
care.  Administrative funding becomes available October 1, 2011.  

INCREASING ACCESS TO AFFORDABLE CARE 

 Increasing Access to Services at Home and in the Community.  The new Community 

First Choice Option allows States to offer home and community based services to disabled 

individuals through Medicaid rather than institutional care in nursing homes.  Effective 
beginning October 1, 2011. 

HOLDING INSURANCE COMPANIES ACCOUNTABLE 

 Bringing Down Health Care Premiums.  To ensure premium dollars are spent primarily 

on health care, the new law generally requires that at least 85% of all premium dollars 

collected by insurance companies for large employer plans are spent on health care 

services and health care quality improvement.  For plans sold to individuals and small 

employers, at least 80% of the premium must be spent on benefits and quality 

improvement. If insurance companies do not meet these goals, because their 

administrative costs or profits are too high, they must provide rebates to consumers. The 

rebate program will begin January 1, 2011.  

 Addressing Overpayments to Big Insurance Companies and Strengthening 

Medicare Advantage.  Today, Medicare pays Medicare Advantage insurance companies 

over $1,000 more per person on average than is spent per person in Traditional Medicare. 

This results in increased premiums for all Medicare beneficiaries, including the 77 percent 

of beneficiaries who are not currently enrolled in a Medicare Advantage plan. The new law 

levels the playing field by gradually eliminating this discrepancy.  People enrolled in a 

Medicare Advantage plan will still receive all guaranteed Medicare benefits, and the law 

provides bonus payments to Medicare Advantage plans that provide high quality 
care.  Effective January 1, 2011.  

 

2012 

IMPROVING QUALITY AND LOWERING COSTS 

 Linking Payment to Quality Outcomes.  The law establishes a hospital Value-Based 

Purchasing program (VBP) in Traditional Medicare. This program offers financial incentives 

to hospitals to improve the quality of care. Hospital performance is required to be publicly 

reported, beginning with measures relating to heart attacks, heart failure, pneumonia, 

surgical care, health-care associated infections, and patients‟ perception of care. Effective 

for payments for discharges occurring on or after October 1, 2012. 

 Encouraging Integrated Health Systems.  The new law provides incentives for 

physicians to join together to form “Accountable Care Organizations.” These groups allow 

doctors to better coordinate patient care and improve the quality, help prevent disease and 
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illness and reduce unnecessary hospital admissions. If Accountable Care Organizations 

provide high quality care and reduce costs to the health care system, they can keep some 

of the money that they have helped save. Effective January 1, 2012. 

 Reducing Paperwork and Administrative Costs.  Health care remains one of the few 

industries that relies on paper records. The new law will institute a series of changes to 

standardize billing and requires health plans to begin adopting and implementing rules for 

the secure, confidential, electronic exchange of health information. Using electronic health 

records will reduce paperwork and administrative burdens, cut costs, reduce medical errors 

and most importantly, improve the quality of care. First regulation effective October 1, 

2012. 

 Understanding and Fighting Health Disparities. To help understand and reduce 

persistent health disparities, the law requires any ongoing or new Federal health program 

to collect and report racial, ethnic and language data. The Secretary of Health and Human 
Services will use this data to help identify and reduce disparities. Effective March 2012. 

INCREASING ACCESS TO AFFORDABLE CARE 

 Providing New, Voluntary Options for Long-Term Care Insurance.  The law creates 

a voluntary long-term care insurance program – called CLASS -- to provide cash benefits 

to adults who become disabled.  The Secretary shall designate a benefit plan no later than 
October 1, 2012. 

 

2013 

IMPROVING QUALITY AND LOWERING COSTS 

 Improving Preventive Health Coverage.  To expand the number of Americans receiving 

preventive care, the law provides new funding to state Medicaid programs that choose to 

cover preventive services for patients at little or no cost.  Effective January 1, 2013. 

 Expanding Authority to Bundle Payments. The law establishes a national pilot program 

to encourage hospitals, doctors, and other providers to work together to improve the 

coordination and quality of patient care.  Under payment “bundling,” hospitals, doctors, 

and providers are paid a flat rate for an episode of care rather than the current fragmented 

system where each service or test or bundles of items or services are billed separately to 

Medicare.  For example, instead of a surgical procedure generating multiple claims from 

multiple providers, the entire team is compensated with a “bundled” payment that provides 

incentives to deliver health care services more efficiently while maintaining or improving 

quality of care.  It aligns the incentives of those delivering care, and savings are shared 
between providers and the Medicare program.  Effective no later than January 1, 2013. 

INCREASING ACCESS TO AFFORDABLE CARE 

 Increasing Medicaid Payments for Primary Care Doctors.  As Medicaid programs and 

providers prepare to cover more patients in 2014, the Act requires states to pay primary 

care physicians no less than 100 percent of Medicare payment rates in 2013 and 2014 for 

primary care services. The increase is fully funded by the federal government. Effective 

January 1, 2013. 
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 Providing Additional Funding for the Children’s Health Insurance Program.  Under 

the new law, states will receive two more years of funding to continue coverage for 
children not eligible for Medicaid.  Effective October 1, 2013.  

 

2014 

NEW CONSUMER PROTECTIONS 

 Prohibiting Discrimination Due to Pre-Existing Conditions or Gender. The law 

implements strong reforms that prohibit insurance companies from refusing to sell 

coverage or renew policies because of an individual‟s pre-existing conditions. Also, in the 

individual and small group market, the law eliminates the ability of insurance companies to 

charge higher rates due to gender or health status. Effective January 1, 2014. 

 Eliminating Annual Limits on Insurance Coverage.  The law prohibits new plans and 

existing group plans from imposing annual dollar limits on the amount of coverage an 

individual may receive.  Effective January 1, 2014. 

 Ensuring Coverage for Individuals Participating in Clinical Trials. Insurers will be 

prohibited from dropping or limiting coverage because an individual chooses to participate 

in a clinical trial.  Applies to all clinical trials that treat cancer or other life-threatening 
diseases.  Effective January 1, 2014.  

IMPROVING QUALITY AND LOWERING COSTS 

 Making Care More Affordable.  Tax credits to make it easier for the middle class to 

afford insurance will become available for people with incomes above 133 percent and 

below 400 percent of poverty ($43,000 for an individual or $88,000 for a family of four in 

2010) who are not eligible for or offered other affordable coverage.  These individuals may 

also qualify for reduced cost-sharing (e.g. copayments, coinsurance, and 

deductibles).  Effective January 1, 2014. 

 Establishing Health Insurance Exchanges.  Starting in 2014 if your employer doesn‟t 

offer insurance, you will be able to buy insurance directly in an Exchange -- a new 

transparent and competitive insurance marketplace where individuals and small businesses 

can buy affordable and qualified health benefit plans.  Exchanges will offer you a choice of 

health plans that meet certain benefits and cost standards.  Starting in 2014, Members of 

Congress will be getting their health care insurance through Exchanges, and you will be 

able buy your insurance through Exchanges too. Effective January 1, 2014. 

 Increasing the Small Business Tax Credit.  The law implements the second phase of 

the small business tax credit for qualified small businesses and small non-profit 

organizations. In this phase, the credit is up to 50 percent of the employer‟s contribution to 

provide health insurance for employees.  There is also up to a 35 percent credit for small 

non-profit organizations.  Effective January 1, 2014.  

INCREASING ACCESS TO AFFORDABLE CARE 

 Increasing Access to Medicaid.  Americans who earn less than 133 percent of the 

poverty level (approximately $14,000 for an individual and $29,000 for a family of four) 

will be eligible to enroll in Medicaid. States will receive 100 percent federal funding for the 
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first three years to support this expanded coverage, phasing to 90 percent federal funding 

in subsequent years. Effective January 1, 2014. 

 Promoting Individual Responsibility. Under the new law, most individuals who can 

afford it will be required to obtain basic health insurance coverage or pay a fee to help 

offset the costs of caring for uninsured Americans.  If affordable coverage is not available 

to an individual, he or she will be eligible for an exemption.  Effective January 1, 2014. 

 Ensuring Free Choice.  Workers meeting certain requirements who cannot afford the 

coverage provided by their employer may take whatever funds their employer might have 

contributed to their insurance and use these resources to help purchase a more affordable 
plan in the new health insurance Exchanges.  Effective January 1, 2014. 

 

2015 

IMPROVING QUALITY AND LOWERING COSTS 

 Paying Physicians Based on Value Not Volume.  A new provision will tie physician 

payments to the quality of care they provide. Physicians will see their payments modified 

so that those who provide higher value care will receive higher payments than those who 
provide lower quality care.  Effective January 1, 2015.  

 


