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To every American who deserves better health care.

PROLOGUE
The Crisis
You are standing in line at a supermarket to buy a box of Cheerios. You notice that the two customers in front of you are making the same purchase. The cashier rings up the first box at $5.41, just as advertised in the newspaper. But when the second box is scanned, the price registers $6.76. Strange, you think. Even more strange, the customer doesn't seem to notice the difference. Then it's your turn. The cashier scans the box, and the price flashes $29.92. Why would anyone pay more than five times as much as another person for an identical box of cereal? They wouldn't. But when it comes to health care, you don't have any choice. And that's precisely the kind of spread that hospitals use in selling their services. Except you don't know it—it's their secret.
When you hear a politician, an economist, a corporate executive, talk about the wonders of the free market in health care, they neglect to mention that the system is rigged in a way that would not be tolerated in the sale of any other consumer product. In the supermarket, you know precisely what every other customer pays for a box of cereal or can of soup. But in the health care industry, that information is difficult, often impossible, to come by. Health care providers can—and do—charge one customer five times, in some cases even ten times, as much as another.
At least in the supermarket you have a choice of whether to pay the going price. When it comes to the cancer treatment you need to live or the emergency care your sick child requires in the middle of the night, you have no choice.
Welcome to health care in America, a system in which the person you work for, or don't, determines what you pay for medical services. A corporate executive, a clerk for a Fortune 500 company, and a retiree on Medicare generally pay the least. The self-employed, people unable to secure insurance because of preexisting conditions, the working poor, and folks who make too much money to qualify for government-paid Medicaid—but not enough to afford health insurance—are charged top dollar. If they are hospitalized and don't happen to have an extra $10,000, $50,000, or $100,000 tucked away, they can put at least part of the tab on their credit cards, as they are advised to do by health care providers, and pay an additional 17 percent in interest. Or they can have their wages attached. If they manage to scrape together enough money to buy health insurance, the insurance companies will charge them more than anyone else, too.
Over the last few decades, American health care has radically changed. A system that was largely not-for-profit has become a field where the profit motive and market forces affect every decision. Publicly held corporations answerable to stockholders decide which doctor you may see, how much medication you can take, whether you can be evaluated by a specialist, whether you qualify for a test, how long you stay in a hospital, how many therapy sessions—physical or psychiatric—you may attend. Patients wait months for appointments that once could be made in days. Their medical condition is evaluated by clerks with no medical training. Patients who are so sick that they meet the strict criteria for hospitalization are discharged before they are well, despite the protests of their doctors.
And these are the lucky ones—the ones who have health insurance. Beyond them are forty-four million others, their numbers growing, who do not. They are working Americans who can't afford to pay the premiums, or who live in an area where there are no providers, or who are viewed by insurers as high-risk liabilities. These are the people who don't seek help unless they are critically ill, who postpone a test or a surgical procedure until their condition is acute, or who, because they are embarrassed by their inability to pay, put off treatment until it's too late. Of these, 18,000 die every year.
Beyond the forty-four million are tens of millions more who are underinsured. They have marginal coverage. Faced with serious illness or injury, they would be wiped out. And beyond them are tens of millions more who have what they believe is high-quality health insurance, but who in fact would lose their life savings and be forced into bankruptcy if they or a family member came down with a debilitating disease or chronic condition.
American health care has become a lottery. If you work for a large company that provides generous benefits, you win; if you work for a small company or as an independent contractor, you lose. You may be working hard at a job important to society—as a teacher's aide or as an assistant at a daycare center or a nursing home—but that doesn't mean a thing when you get sick. In health care, equal treatment doesn't exist.
Politicians love to say that the United States has the best health care system in the world. In truth, it doesn't come close. Certainly, no one disputes that the nation has many talented, highly trained professionals who work with the latest equipment, who are knowledgeable and capable of delivering first-rate care. But what kind of system shuts out forty-four million Americans? What kind of system excludes people with illnesses beyond their control? What kind of system insures a husband but denies coverage to his wife? What kind of system forces people to choose between risking financial ruin and risking their lives?
Much of the turmoil is a direct result of a national policy to run health care like a business, a misguided notion promoted by Washington over the last two decades that the free market and for-profit health care would restrain costs and bring high-quality care to all. On both counts, the experiment has failed miserably. In the meantime, tens of billions of dollars—money that could have gone into patient care—has been drained from consumers and corporate subscribers and transferred to investors, executives, and others who have a stake in perpetuating this myth.
The result is a chaotic system that has shifted its focus from saving lives to saving dollars, one that discourages preventive medicine and rewards overtesting and overmedicating; a system that allows insurers to reject those most likely to require medical attention and keep only the healthiest; a system where six times as many people die from medical mistakes as from HIV/AIDS; a system that forces doctors to spend as much time negotiating with insurers over referrals and fees as they do treating patients.
America's health care system is totally out of whack. Insurers pay for medication to improve a man's erection and deny coverage for women's birth control pills. Taxpayers subsidize the cost of pharmaceutical research and then pay more than anybody else in the world for the drugs produced through that research. Government imposes needlessly cumbersome regulations on health care facilities, then withholds the resources that would enable them to comply. Wall Street rewards investors who acquire health care properties and then cut staff and services to make the facilities more attractive to the next buyer. American companies that do business in the global marketplace are forced to absorb costs their international competitors don't face. Doctors who make mistake after mistake are seldom sanctioned, driving up the malpractice insurance premiums of all the good doctors. Hospitals charge the highest prices to those least able to pay. 
Not surprisingly, in a system so complicated and unwieldy, involving so much money, health care is riddled with fraud and abuse. Nursing homes bill Medicare for “therapy sessions” that consist of seating patients in front of a TV. When hospitals feed patients, they charge it off as “social skills group therapy sessions.” Insurers cheat patients and doctors; patients cheat doctors and insurers; doctors cheat insurers and patients; and all cheat federal and state governments.
The entry of for-profit, business-minded companies into health care was supposed to make it more efficient. Instead, it's given us the world's largest, costliest health care bureaucracy, engulfed by red tape and maddening complexity. The average American spends countless hours on the telephone correcting billing mistakes, arranging medical appointments, obtaining test results, or securing referrals—an exercise in frustration that cumulatively costs the economy billions of dollars in lost time. As a result, costs once borne by insurers have been transferred to you. In some areas of the country, waiting times for routine tests such as mammograms stretch into months. Too often, treatment delayed means care denied.
Rather than health care for everyone, the free market has given us huge corporations with multibillion-dollar market caps, presided over by the new corporate royalty, whose names regularly appear among America's highest-paid executives.
Although the system richly rewards some, it fails to protect its most vulnerable citizens. It discourages doctors from practicing in rural areas, where specialists are in such short supply that low-income children must depend on volunteer physician airlifts from big cities to perform tonsillectomies and other routine procedures. At the same time, the system has made it possible for unscrupulous practitioners to victimize elderly patients by performing painful, dangerous procedures that are unnecessary but highly profitable.
It's no secret that health care in America is in crisis. In interviews for this book over the last five years, patients, doctors, nurses, and other professionals expressed deep despair. People who have health insurance worry they will lose it. People who don't have it feel that they are just a hope and a prayer away from disaster. Middle-aged parents who didn't think twice about health care coverage when they were in their twenties wonder how their young adult children will pay for it. Many of the new jobs being created offer only minimal benefits or none at all. Corporate layoffs have converted full-time employees with health coverage into independent contractors with no benefits. Retirees, once promised health care insurance for life by their former employers, worry about what will happen as companies scale back or revoke the coverage at the time they most need it.
The level of anxiety rises and falls from family to family and from region to region because health care delivery varies from house to house and from coast to coast. In some areas, doctors and nurses are reasonably content; elsewhere they are quitting. Some physicians encourage bright young students to enter medicine; others urge them to become lawyers or Wall Street bankers. Some hospitals are succeeding; others are on the brink of bankruptcy. Malpractice costs are a flash point in some states and aren't much of a factor in others. Some patients are at peace with their insurers, while others are engaged in a constant war. 
But everywhere there is uneasiness. Almost everyone knows somebody who has experienced the reality of what health care has become—a friend or relative who has no coverage, a young person who can't pay the premiums, a parent whose child needs expensive specialized treatment, or an elderly person who can't afford prescription drugs. “Why should people have to worry about their health care, something this basic?” asks a retired Colorado executive who has lived in Europe and Asia and who has seen the national health care systems of other nations. “No other country permits this. It's a crime.”
Equally appalling, the United States spends more on health care than any other nation—15.3 percent of gross domestic product in 2003. That's a greater percentage than Germany, France, Japan, Italy, Canada, and other developed societies spend to cover all their citizens. In those countries with universal coverage, no one has to think twice about seeking care if they become ill. No one loses his home. No one goes bankrupt.
Most Americans sense that access to health care is narrowing, that quality is declining, and that this downward spiral will continue as costs rise and as insurers and corporations shift more of the expense to individuals. In the face of federal neglect, some states are trying to fashion solutions to deal with these mounting problems. But this is a national breakdown that will require a national solution.
As long as Washington remains wedded to the illusion that market-based medicine will cure health care's woes, tens of billions of dollars a year will continue to vanish in waste, inefficiency, fraud, and in profits to companies that make money by denying care.
It doesn't have to be this way. America's health care crisis can be cured, and, unlike almost every other major challenge facing the nation, it can be solved without spending more money. We already invest enough of our national wealth on medical care. The plan should be to treat this crisis as seriously as if it were an epidemic, and to redirect resources where they belong—into taking care of the health needs of every American.

1
A Second-Rate System
It was billed as a “Garage Sale for Mason.” By the time all the donations had come in, no garage could hold them. So the clothes, toys, old appliances, tools, car accessories—everything—were loaded onto a church moving van and carted to an open lot next to the Heartland Furniture store on the south side of town. Volunteers marked every item with white price tags, then spread them out in the lot in row after row for the big event Saturday. Nobody had any idea how many would come, but when the gates opened, people poured in, and for hours neighbors, friends, and passersby flowed through to buy something and to say hello to the six-year-old boy in whose name the event was held.
Mason McIlnay was just completing kindergarten in Salem, Oregon, when doctors discovered that he had neuroblastoma, an aggressive childhood cancer that already had spread to his bone marrow. He had been troubled by pain at night, and at first his doctor thought he might have just pulled a muscle. A CT scan turned up the cancer. Over the next two months, Mason would be in and out of the hospital for surgery, chemotherapy, and treatment of infections and side effects, as he battled a famously virulent cancer. His medical expenses ran into the tens of thousands of dollars.
It was a bill that Mason's parents, Les and Gina McIlnay, could not afford to pay. They had no health insurance. As employees of the family flower shop, with a computer and video business on the side, they felt they just couldn't afford it. “You never consider that something like this would ever happen to you,” said Les.
Friends and neighbors of the McIlnays got together to organize a fund-raiser for the family. Everyone pitched in, searching basements, storage bins, and closets to donate something for the “Garage Sale for Mason.” That afternoon they raised $14,000. Another fund-raiser at a car show brought in $9,000. The McIlnays were humbled. Les said he had “never seen an event like it.” A Cub Scout leader and a volunteer along with Gina at their boys' school, Les was used to helping, not needing help, so the outpouring from the community was all the more remarkable. While the proceeds from the two events certainly eased the couple's financial burden, the McIlnays still had thousands of dollars in medical expenses outstanding.
Every weekend in neighborhoods across America, fund-raisers like this help collect money to pay someone's medical bills. They may be for a teenager who has a serious sports injury, a young mother who isn't covered by her husband's insurance policy, a victim of a catastrophic illness whose insurance has run out—anyone who has been blindsided by the overwhelming expenses of an unexpected major medical problem. These fund-raisers take many forms: auctions, walkathons, concerts, pancake breakfasts, bingo games, pie socials, car washes, barbecues, basketball competitions, church suppers, dances, and hot-air balloon rides.
In Simms, Montana, a colt, assorted livestock, and three tons of hay are auctioned off to assist with the medical expenses of horse trainer Lennard Rains, who was thrown through the windshield of his truck in an accident that paralyzed him from the chest down. In Fond du Lac, Wisconsin, a dance and raffle at the Elks Club raise money for chemotherapy treatments for Kyle Goebel, a seventeen-year-old high school senior who has bone cancer. In Quarryville, Pennsylvania, students and faculty of Solanco High School stage a variety show to benefit Meg Walck, a teacher's wife who is battling a rare cancer. In Estancia, New Mexico, a local band performs during a dinner at the Short Stop Cafe to raise money for six-year-old Kasey Solomon, who needs a heart transplant. In Belvidere, Illinois, police officers host an all-you-can-eat chili supper at the local VFW club for community-service officer Ray Edwards, who was left with medical bills after the death of his wife. In Asbury Park, New Jersey, musicians volunteer their talent for a concert to benefit Bernie Brausewetter, a blues guitarist who suffers from congestive heart failure.
In Minetto, New York, friends and colleagues of graphic artist Dan Distler organize a banquet and silent auction to help him pay his medical bills while he fights lung cancer. In Clifton Heights, Pennsylvania, guests pay $25 a person to attend a buffet featuring a DJ and a raffle, to defray the medical expenses of thirty-year-old Ken Fleischman Jr., who is undergoing chemotherapy to treat lymphoblastic lymphoma. In central Texas, 850 people turn out for a barbecue and auction at the Medina County Fair Hall to help with the medical expenses of sixteen-year-old Josh Schueling, a high school football player who broke his neck while making a tackle and became paralyzed below his chest. In Omaha, Nebraska, members of the community line up to pay five dollars a plate for a spaghetti dinner at the American Legion post to contribute to the cost of fifteen-year-old Jeff Spellman's kidney transplant. In Severna Park, Maryland, members of the Antioch Apostolic Church perform at a gospel songfest to help pay medical expenses for Henry Bundy, a twenty-five-year-old bakery worker who was diagnosed with a brain tumor. Near Tampa, Florida, students and staff at the Wesley Chapel Elementary School present “The True Story of the Three Little Pigs” in the school cafeteria to raise money for Stephanie Granier, a fifth-grader who has non-Hodgkin's lymphoma.
These outpourings represent the very best of America, the volunteer spirit of which the nation is justly proud, when friends, neighbors, families, and caring strangers come together to help someone in need. But what does it say about the richest country on earth that its citizens must depend upon raffles and spaghetti dinners to pay the medical bills—a situation that exists in no other civilized country? What does it say about members of Congress and presidents, Democrats and Republicans all, who are content with a health care system that ignores the needs of tens of millions of Americans while it makes multimillionaires out of those who profit from disease and death? What does it say about lawmakers and presidents who, along with their spouses and families, enjoy the very best that American health care has to offer, while they consign their constituents to a system that drives millions of sick people and their families into bankruptcy and poverty? And finally, what does it say about those lawmakers and presidents who refuse to overhaul a system that spends $1.7 trillion—that's trillion—on a health care system that overall is little better than mediocre.
American health care mediocre? Not if you believe the people in Washington. In June 2003, President George W. Bush told seniors in Miami: “We live in a great country that has got the best health care system in the world, and we need to keep it that way.” That sounded much like former president Clinton, who, although he wanted to recast portions of the system, said in February 2000: “We do have the best health care system in the world . . .”
This is one of America's most enduring myths, that the United States has “world-class health care.” It doesn't. To be sure, it does offer the very best of care to some folks. It does offer world-class high-tech surgery and some space-age medical procedures. But these benefit 2 or 3 percent of the population at most, along with the richest citizens of other countries who come here for the highly specialized treatment. Overall, isolated pockets of excellence aside, the system is second-rate when it comes to meeting basic day-in, day-out medical needs of the population at large. 
Many countries around the world take far better care of their people, achieve better results from their health care systems, and do it all with far fewer dollars. In 2001, per capita health care spending in the United States amounted to $4,887. That was 75 percent more than the $2,792 that Canada spent. Yet Canadians can expect to live two and a half years longer than Americans. The Canadian life span at birth: 79.8 years. The American: 77.1 years. U.S. spending was 205 percent greater than Spain's, yet the Spanish can expect to live 2.1 years longer. As for the Japanese, with a life span of 80.9 years, the world's longest, they can expect to live nearly four years longer than Americans. This even though Japan's per capita spending on health care is only 41 percent of U.S. outlays. In sum, Americans pay for a Hummer but get a Ford Escort.
On this scale, the United States does not even rank in the top ten. But the statistics are even grimmer when life span is counted in years of healthy living. A comparatively new yardstick devised by the World Health Organization (WHO), this formula subtracts from traditional life expectancy the number of years spent in poor health, the years when individuals are unable to engage in all the activities their peers do, when they are confined to beds in nursing homes and must be fed by someone else. By this measure, the United States in 2002 ranked a distant 29th among the countries of the world, between Slovenia and Portugal.
At birth, American males can anticipate 67.2 healthy years of life. But the men in Sweden fare better. They get another 4.7 years, even though the country spends less than half per capita what the United States does on health care. Italian women enjoy 74.7 years of healthy living at birth, while for American women it's 3.4 fewer years. The women in San Marino, an enclave in central Italy that bills itself as the world's oldest republic, do even better. They can plan on 75.9 years of healthy living—or 4.6 years longer than American women. Men in Iceland may expect a healthy life for 72.1 years, or 4.9 years longer than American men. This even though Iceland's per capita spending on health care is little more than half that of the United States.
The United States also compares poorly with other industrialized countries in infant mortality, with 6.9 deaths per 1,000 live births in 2000. In Japan, it was 3.2; in Sweden, 3.4; in France, 4.6; in Denmark, 5.3.
And in a more revealing WHO global ranking of health care, the United States placed even farther down the list at No. 37—between Costa Rica and Slovenia, nowhere near the top five countries, France, Italy, San Marino, Andorra, and Malta. 
How is this possible, especially since the United States devotes 15.3 percent of its gross domestic product to health care—double that of many countries, triple of some? The WHO survey considered two factors the U.S. government and health care community ignore: Does everyone have access? Is the cost distributed equitably across all of society? WHO reasoned that “a fairly financed health system ensures financial protection for everyone. Health systems can be unfair by either exposing people to large, unexpected costs they must pay on their own or by requiring those least able to pay for care to contribute more, proportionately, than wealthier citizens.” On that score, Americans have little competition. “The United States and South Africa are seen as the only prominent examples of industrialized countries that do not have comprehensive social health insurance.”
Thereby rests the second most enduring American myth: that all citizens have access to the highest-quality care if they really need it. Again, in isolated instances this is true. Some of Baltimore's inner-city poor get the very best medical care America has to offer at Johns Hopkins, albeit as winners of a kind of sickness lottery. The same is true in select other cities. But the overwhelming majority of people, especially the working poor and middle-income families—including those with insurance—can get that care only if they make draconian sacrifices. They must be willing to lose everything.
RAMPANT OVERCHARGING
Almost everybody knows that a hospital stay can be hazardous to your financial health if you don't have insurance. What isn't so well known is that hospitals charge the highest prices to those who don't have insurance. In other words, those least able to pay are charged the most. In a system riddled with inequities, this may be the most egregious.
Hospitals have a so-called official price list for their services. It's the equivalent of a sticker price on a car. Big health insurers, health maintenance organizations (HMOs), and Medicare negotiate to obtain volume discounts off those rates, so they pay only a fraction of a hospital's official price. Studies show an uninsured person who is not backed by the muscle of a pool is billed three, four, five, sometimes as much as ten times more than an insurance company whose patient has the exact same treatment.
OU Medical Center in Oklahoma City, Oklahoma, charged an uninsured patient $85,400 for a craniotomy. A typical insurer would have paid $15,600 for the same procedure. Medicare would have paid $13,900. For the unfortunate Oklahoma patient, the bill represented a 447 percent premium over the price an insured patient would have been charged and 514 percent over Medicare. The OU Medical Center is part of the country's largest for-profit hospital chain, HCA Inc.
Florida Hospital in Orlando, Florida, charged an uninsured patient $35,200 for an appendectomy. A typical insurer would have paid the hospital $7,000 for the same procedure. Medicare would have paid $6,200. For the uninsured Florida patient, the bill represented a 403 percent premium over the price an insured patient would have been charged, and 468 percent over Medicare. The hospital is part of the Adventist Health System, which is owned and operated by the Seventh-Day Adventist Church.
The Medical Center of Aurora in Aurora, Colorado, charged an uninsured patient $24,100 for cranial and peripheral nerve disorder treatment. The average insurer would have paid $4,600 for the same care. Medicare would have paid $4,100. For the hapless Colorado patient, the bill was a 424 percent premium over the price an insured patient would have been charged and 488 percent over Medicare. The Medical Center of Aurora is an acute-care hospital in the eastern metropolitan Denver area that is part of a joint operation by HCA and HealthONE, the largest health care delivery system in the metropolitan Denver area.
Every type of hospital—for-profit, nonprofit, community, and university—takes advantage of our most vulnerable citizens in this way. The victims are Americans who work at low-paying jobs and fall between the economic cracks, folks who earn a little too much money to qualify for Medicaid or charity, but not enough to afford the stiff premiums for health insurance. Even middle-income families who are insured can find themselves confronting huge bills from an unsympathetic hospital if they have a catastrophic medical expense not covered by their plans. Unlike the very poor, who have few if any assets, many middle-class families have salaries, savings accounts, and homes—assets that hospitals aggressively pursue.
This practice of gouging the uninsured and those with limited coverage would probably have remained a secret to all but hospital insiders had it not been for the work of a crusading activist, Kevin Brendan Forbes.
Half Irish and half Chilean, K.B., as he is known, was raised Hispanic in a working-class family in the Los Angeles suburb of San Marino. His Irish father was a printer and union organizer. His mother, a Chilean immigrant, was a hospital social worker. 
After college in Los Angeles, Forbes dabbled in journalism and taught English as a second language near Watts before gravitating to politics, where he worked in a series of conservative Republican campaigns. He served as Pat Buchanan's press officer in his bid for the Conservative Party nomination for president in 1996. Two years later, he signed on in a similar role for billionaire Steve Forbes (no relation) when he made a run for the White House. In the political arena, K.B. learned to frame issues and attract press coverage, skills that he would later use helping hospital victims, “people who have no voice.”
In 2001, Forbes latched on to the issue that would soon make him the bane of hospital corporations and administrators across America. He remembers to this day how it happened:
He and some friends were at a bar in Long Beach talking about the problem of the uninsured. Someone mentioned a sister, a young woman about nineteen, who had recently been in an automobile accident. She had been banged around by the impact and suffered cuts and bruises. As Forbes recalled, the woman had been hospitalized for “one night, two days, something to that effect, and was charged over $23,000. Unbelievable! We were just astounded.”
He decided that something had to be done to educate people about the issue. He and a couple of friends first tried to interest Hispanic organizations but got no takers. “So we decided to start our own group.” 
Initially, Forbes's ad hoc committee garnered some publicity from Spanish-language media in Los Angeles, which produced stories about other Hispanics who faced similarly outsized hospital bills. He spent the next three months burning up the Los Angeles freeways, driving some 8,000 miles to speak to groups, to gather information from patients who had received oversized bills, and to collect data comparing hospital bills of uninsured patients with those submitted for the same procedures on insured patients. In June 2001, Forbes issued his first report documenting that southern California hospitals were billing self-paying uninsured Latinos almost five times the amount they were charging HMOs. Forbes concluded that the hospitals charge huge fees “so that they can offer superficial discounts and arrange long-term payment plans while making a profit on the most vulnerable: the uninsured Latino.”
The report generated another round of publicity, and leads began to pour in about similar practices elsewhere. Before long, Forbes's ad hoc committee evolved into Consejo de Latinos Unidos (Council of United Latinos), a public charity, though it was still a shoestring operation, working out of donated office space in East Los Angeles with Forbes its only full-time employee. Hispanics still comprised most of the cases, but its base began to broaden.
Investigations spread to San Antonio, Orlando, Philadelphia, St. Louis, New Orleans, Fort Myers, Denver, Chicago, Miami, and Oklahoma City. To develop a profile in each city, Forbes first visited the local courthouse, where he never failed to find cases, sometimes in the hundreds, of hospitals suing their patients and trying to seize their wages or homes. “Then we go door knocking,” he said, to interview onetime patients and obtain copies of their medical bills. The pattern that had been so evident in Los Angeles—that working people bore the brunt of the overpricing—continued to hold.
In Chicago, Carlos Colon, a Home Depot clerk, had surgery at Our Lady of Resurrection Medical Center to remove what he thought was a cyst in his neck. A typical insurer would have paid $6,900; Medicare, $6,100. Colon was charged $74,396 for a one-week stay at the hospital, a 978 percent premium over the price the hospital would have billed for an insured patient. When Colon, who was supporting a family on less than $2,000 a month, could not pay a bill that was more than three times his annual earnings, the Catholic hospital sued and garnished his wages. Forbes estimated that it will take the young man, who must fork over $300 a month, at least twenty-five years to pay off the debt with interest. In Altamonte Springs, Florida, Lucia Floriana, an uninsured housekeeper, rushed to Florida Hospital one day because she feared she was “going to have a stroke or a heart attack.” She was charged $10,542 for two days and was subsequently sued when she couldn't pay.
Forbes discovered to his astonishment that hospitals even inflated medical charges of their own employees and sued them when they couldn't pay. Isidro Valverde had delivered bed linens for years at Queen of Angels Medical Center in Los Angeles when his wife, Julia, was treated there for breast cancer in November 2000. She died in February 2001. Fourteen months later, Valverde received a bill for $7,000 covering his late wife's hospitalization. He had insurance, had paid a $500 deductible, and had taken each hospital bill to the business office for payment. For reasons that were never clear, a claim was rejected, signaling a nonpayment on the hospital's records. This put Valverde squarely in the hospital's litigation bull's-eye, and he was sued.
After a hospital visit, uninsured patients are stunned by the size of their bills. They have little warning it's going to be that large. When they were sick, they weren't focused on money; they were just trying to get well. Before the initial shock wears off, hospitals often follow up by offering a “discount” for the treatment. For example, if a patient pays in full within a specified period, such as sixty or ninety days, the hospital may offer to “discount” the bill by knocking $20,000 off a $60,000 total. The discounts are meaningless for most patients because the amount owed is still so far beyond their means, sometimes more than a year's salary. Hospitals then suggest that the patient use credit cards to pay the bill.
Some hospitals have full-time collection departments. Tenet Corporation has its own division called Syndicated Office Systems (SOS). HCA farms out much of the work to the nation's largest debt collector, NCO Group Inc., a publicly held company based in the suburbs of Philadelphia. NCO collects all kinds of personal debts, including gambling debts, but has found the collection of hospital bills one of its most promising sectors. Michael Barrist, NCO's chief executive officer, told Wall Street analysts in 2003 that all the hospital chains were seeing a “huge” increase in delinquency and bad-debt write-off, which was good news for his company: “It's a common phenomenon which again we will benefit from in our traditional collection business and have been benefiting from.”
NCO appears to have a special incentive to extract money from HCA patients. The company has what it calls a “long-term collection contract with a large client to provide collections services.” NCO earns a “bonus” if collections exceed amounts it has guaranteed the client. Conversely, NCO is “required to pay the client if collections do not reach the guaranteed level.”
With such a powerful inducement, NCO agents are masters at squeezing working families who are struggling with huge hospital bills. Early in 2004, the Jorge Silva family of Denver came face-to-face with the NCO collection machine. Two years earlier, Silva's wife, Alondra, had given birth to a baby girl at Presbyterian/St. Luke's Medical Center. Kaitey Deluna-Silva came into the world with defective bronchial tubes and required surgery to save her life. She was in the hospital for weeks. Presbyterian billed the family $213,802. Silva, a worker for a gravel company, wanted to make payments, but the hospital bill was more than six times what he earned in a year. Presbyterian/St. Luke's agreed to write off $85,521. On February 4, 2004, NCO proposed a “settlement”: 
In an effort to assist you in resolving your account with Presbyterian/St. Luke's Med Center, we have been authorized to extend you an offer to settle your account as follows:
Pay the settlement amount of $128,281.26 by Mar 17, 2004. This settlement has been calculated as follows:
Outstanding Account Balance: $213,802.10
Adjustment: $85,520.84
Settlement Amount: $128,281.26
If you choose to accept this offer to settle your account, please return your payment with the stub below . . . 
In the event you elect not to accept this offer our normal collection efforts will continue . . . If you would like to pay by credit card or if you have any questions regarding this offer please call the number listed above. Thank you for your attention to this matter and we sincerely hope you will take advantage of this offer.
That letter shows why health care providers and those members of Congress who support the existing system are living in a fantasy world. Let's suppose the Silvas could find a credit-card company willing to accept a charge of $128,281, with a preferred-customer interest rate of 17 percent, and give the couple forty years to pay it off. Interest payments alone would add up to $648,872—or five times the proposed discounted settlement. Combined interest and principal payments would top out at $777,153. The Silvas would be indentured servants for the rest of their lives. With annual credit-card payments of $21,833, there would be just enough money left for food and a ghetto apartment. But nothing else. No electricity. No heat. No telephone. No car. No medicine. No movies. Nothing—for the next forty years. 
The pressure that collection agents exert is intense. Patients and their family members talk of receiving as many as four or five telephone calls a day at their jobs threatening them with legal action if they don't pay promptly. They talk of intimidating letters that warn a lien will be placed on the family home. They talk of visits from collection agents who force them to sign agreements they can't fulfill because of their limited means. Even when they make payments, bill collectors harass them to pay more. Ultimately, many find their wages are garnished, or they are forced to file for bankruptcy. Some lose their homes.
It happened to Jack and Donna Brown, a Florida couple. Like many other food service workers, neither Jack, a cook, nor Donna, a waitress, had insurance when she entered Lee Memorial Hospital in Fort Myers for colon surgery. Later, complications forced her to be readmitted, and eventually her hospital charges came in at $57,000. That was more than the couple could afford to pay on their limited incomes. After the hospital sued them, the couple filed for bankruptcy and sold a home they were building. “We tried paying our medical bills,” Jack Brown told Forbes. “I worked very hard. We lost a home because of this lawsuit.”
While Forbes has uncovered scandalous pricing schemes in many types of hospitals—religious as well as nonsectarian—among the worst offenders, he says, are those affiliated with hospital giant HCA. The Nashville-based company typically charges individuals many times more than insurance companies pay for the same services, then relentlessly badgers patients by threatening them with liens or seizures and forcing them to turn over substantial portions of their wages. The HCA cases, Forbes says, are “the most appalling stories the Consejo has ever documented.”
Betty Cosgrave, a retired seamstress in Sanford, Florida, went to HCA's Central Florida Regional Medical Center in pain from an apparent gallstone attack. Ultrasound confirmed the presence of gallstones, but after the hospital learned that she did not have insurance, she was sent home. Nevertheless, she got a $2,400 bill for her eight-hour visit. Although she was living on a meager fixed income, she agreed to pay $20 a month. Then the bill collectors started harassing her to increase her payments, which she was unable to do. “They would tell me that if I did not pay them the money they were going to take me to court,” she told Forbes.
An Oklahoma City auto mechanic, Russell Cox, sought treatment as an outpatient for a broken ankle at HCA's OU Medical Center and was charged $14,217, a figure easily ten times greater than an insured outpatient would have been charged. HCA offered a “discount” if Cox would pay $1,099.40 a month for six months. When he was unable to do so, the hospital sued him.
Why do hospitals charge the uninsured more? They claim they don't. In the twisted logic of hospital financing, they say the uninsured just don't get group rates like everyone else. A hospital association official told the Miami Herald: “They [the uninsured] don't pay higher rates. It's that they don't get discounts. That's the whole concept of group purchasing. You negotiate a deal. Individuals don't get the deal. This is not rocket science, and it's not new to economics.” It also just happens to be good business. Extracting cash from the uninsured has become a major source of revenue. Forbes calculated that HCA alone overcharged the uninsured by $2.1 billion in 2002. The financial incentive has driven the trend steadily up during the last decade. Hospitals say it isn't all their fault, that under the U.S. system, where some people have coverage and others don't, hospitals sometimes get stuck with the bill. Hospitals provide “$22 billion in care each year for which no one pays,” says the American Hospital Association. The lack of universal health coverage leaves hospitals, insurers, and other members of the system fighting among themselves over the money that is there.
As long as the practice remains out of sight, hospitals will keep exploiting the uninsured. But when it has been exposed to public view, some individual institutions change course. For years, the prestigious Yale–New Haven Hospital, regularly ranked by U.S. News & World Report as one of the nation's best, attached wages, imposed liens, and repossessed homes of working families. After the policy became public in 2003, an embarrassed Yale backed away and said that henceforth it wouldn't impose liens and would go easier on those who owed money. The hospital announced a new payment schedule giving the uninsured lower rates and, ever so quietly, withdrew most of the liens and closed some 3,200 delinquent accounts.
There have been some victories on behalf of the uninsured, but for K. B. Forbes there is still a long way to go. In the meantime, there are rewards. “I sleep real well at night,” he said. “Not like these hospital executives.”

WITHOUT A SAFETY NET
Everyone knows the basic statistics: Forty-four million Americans have no health insurance. That's equal to the combined populations of Massachusetts, Alabama, Oregon, Iowa, Connecticut, Mississippi, Vermont, Arkansas, West Virginia, Montana, Louisiana, Indiana, Maine, and Nebraska. Fourteen states in all—every man, woman, and child off the health care books. No other industrialized country would tolerate this. And the number of the uninsured keeps right on growing, along with the population.
In the late 1940s and early 1950s, President Harry S. Truman advocated a universal health care system to cover everyone. The medical establishment—principally the American Medical Association (AMA)—opposed it with such intensity that the idea went nowhere. The AMA's position drew strong support from those groups who saw the Red Menace everywhere. It was the Cold War era, and any proposal for government involvement on such a large scale was thought surely to be part of a Communist plot, although oddly no one seemed to pin the label on the nation's mandatory and publicly financed education system. Truman's successor, President Dwight D. Eisenhower, also opposed universal coverage for much the same reason, even though he personally had received government-paid health care for most of his life through the military and the Veterans Administration. Nonetheless, President Eisenhower recognized the dilemma. “We know that the American people will not long be denied access to adequate medical facilities. And they should not be,” Eisenhower said in 1954. “We cannot rest content knowing that modern health services are beyond the financial or physical reach of many millions of our fellow citizens. We must correct these defects.”
But not too hurriedly. It wasn't until 1965 that President Lyndon B. Johnson pushed through legislation creating the two largest federal programs to deal with some of the uninsured: Medicare to cover everyone over the age of sixty-five and Medicaid for all those individuals and families living in poverty. Medicare was financed entirely by the federal government, with a payroll tax applied equally on all employers and employees. Medicaid's costs were shared by the federal government, out of general tax revenue, and the states.
For the first time, millions of Americans were protected by basic health insurance. The pressure was off, and the rest of the uninsured disappeared from view. It wasn't until 1980 that the country began to notice them again, in a study by the National Center for Health Services Research. Even the government agency was taken aback. “One surprise of this study was the large number of persons who reported being uninsured—26.6 million persons or about 12.6 percent of the civilian population,” the center reported.
Still, Congress ignored the issue. By 1987, according to the Census Bureau, the ranks of the uninsured had swelled to “at least thirty-one million people and perhaps as many as thirty-seven million.” Although the numbers bounced up and down through the years, the long-term trend moved in one direction only. By 2003, the uninsured population had grown to forty-four million.
Who are these people? For the most part, according to the Kaiser Commission on Medicaid and the Uninsured, they are between the ages of eighteen and sixty-five and come from low-income working families. Two-thirds have incomes below $30,000, which makes them too “wealthy” to qualify for Medicaid and much too poor to buy their own insurance. “Nearly 70 percent come from families where at least one person works full time and another 12 percent from families with part-time employment.” 
In addition to the forty-four million without insurance, there are tens of millions of people who are underinsured. They have insurance, but it does not come close to covering the costs they may incur if they become sick. It's sort of like having homeowner's insurance only to discover after your house burns down that it will pay to rebuild just one-fourth of it.
The exact number of Americans who are uninsured or inadequately insured is unknown, but it certainly exceeds 100 million. Yet perhaps the most misleading statistic of all is the number of
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