Government led single payer would increase costs, reduce doctor payments and cause delays
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In practice, a single-payer system would cost more than the most efficient and effective programs that exist today, all while compromising access and, over time, quality.
Let's look at three of the myths around this approach and why, if tried, it would be doomed to fail.
Myth 1: It Would Lower Administrative Costs
Supporters claim a single-payer system would siphon out billions of dollars in administrative overhead. How they reach this conclusion varies by the source but in each case, a deeper analysis reveals oversimplification and fallacious assumptions.
One line of reasoning is based on the lower cost of healthcare in other countries with a government-run system. But the reduced costs in other nations reflect other factors—their cheaper drug prices, lower wages and higher number of primary care physicians compared to specialists—rather than lower administrative overhead.
A second comparison drawn is between Medicare and commercial insurance in the United States. Here cost is confused with price, and vice versa. The federal government has a unilateral ability to set prices, and often does so at levels below the actual cost of care delivery. When it does this, hospitals and doctors offset the reduced payments they receive from the government by raising prices elsewhere. Published economic analyses indicate that only 90% of cost is reimbursed through Medicare today and that, as a consequence, commercial insurers pay, on average, approximately 120% of the Medicare rates to doctors and hospitals.
Finally, some backers of a single-payer system look at the medical loss ratio (percentage of healthcare premium spent on direct patient care) of some of the publicly traded insurance companies and note that, for some, nearly 20% of their revenues are used for administrative purposes. What is left unsaid is that there are already several not-for-profit insurance programs that spend more than 90% of their revenue on patient care—and as such, little savings would be achieved.
The idea that a government-run plan could function without incurring major administrative costs is naive, especially if fee-for-service is the method of provider reimbursement. In such a system, doctors and hospitals would still need to complete claims forms. Government employees would, in turn, be required to sort through them, make certain they’re appropriate, question coding and pay the providers accordingly. There is little evidence, whether we look at the U.S. Postal Service or the Department of Motor Vehicles, that the government is particularly efficient at these types of administrative tasks.
Myth 2: It Would Reduce The Cost of Coverage
The basis for this claim is that other countries spend a lower percentage of GDP on healthcare—and the assumption that if the government takes over healthcare, the same would happen in the U.S. But as we saw in Vermont, the opposite is likely to happen.
The cost of healthcare is a combination of how many services are performed and how much each costs. When the government can set prices, it can decrease what it pays for each service, but that does not mean overall costs decline. Instead, as has happened around the globe, private insurers enter the market. In response to the higher payments offered, doctors and hospitals put these privately insured patients at the front of the line. And those physicians who continue to accept the governmental rates start doing more to make up for the lost income.
We saw this approach fail when the federal government enacted the Balanced Budget Act of 1997. This legislation required healthcare inflation to rise no faster than GDP. To accomplish this, payments to doctors were theoretically reduced proportionately through the Sustainable Growth Rate calculation (SGR). But each year, the reductions were not applied due to the political backlash. By the time the requirement was lifted, the gap between what was paid and what would be required to match inflation exceeded 20%.
Myth 3: It Would Provide Insurance Coverage to All
Champions of a single-payer emphasize that even with implementation of the Affordable Care Act, millions of Americans still lack health coverage—and they see single-payer as a solution. They argue that if the government created a single-payer option, similar to what Medicare today provides to people over the age of 65, all eligible Americans would have an insurance card. But the question is, What would be the value of that coverage in the future?
Healthcare costs are rising faster than our ability to pay and, as a result, prices are increasing in parallel at an accelerated rate. This is a fundamental business truism. Over time, price and cost must parallel each other. The drivers of cost inflation are drug prices rising at double-digit rates, new medical technology increasing expenditures on procedures, wages going up in response to labor shortages, and expensive regulatory requirements. Price controls in this environment can’t work.
Soon after implementation of a government-run, single-payer system, Congress would have to progressively increase taxes, reduce payments to doctors and hospitals or do both. The former won’t be palatable to the American people or the current Congress, and the latter will result in a two-tier system, with prolonged delays in access for those without added private coverage. This is what exists today in most countries that have implemented a government-run, single-payer system. We can get a glimpse of this by looking at the difference in care provided to the poor through Medicaid. Over time, if our nation tried this approach more broadly, that would become the experience of the middle class as well.
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