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I. The Financialization of U.S. Politics

A. The Money

Money and politics is not new. In 1895, Senator Mark Hanna, then chair of the Republican
National Committee remarked,

There are two things that are important in politics. The first is money, and | can’t
remember what the second one is.

Arguably, not much

has changed since
then, particularly
within the health care
arena.

U.S. National Health Spending
As % of Gross Domestic Product

The United States by
anyone’s political
and economic
yardstick spends
more on health care
than any other
industrialized nation
— about $2 trillion -
while at the same
time health outcomes 4.0%7
tend to be below 2.0%
other nations’. For 0.0%+
example, ranking 27"
internationally with
respect to resident
life expectancy, right
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behind Costa Rica,
Finland .... and Barbados

There is a vast amount of money money flowing into our political process — a veritable
‘Financialization Of U.S. Politics™ - and from the expanding coffers of the health care industry.

e Federal health care lobbying expenditures since 1998 total about $2.2 Billion, and have
surpassed all other sector’s spending from 1999 through 2006 and account for more than
15% of all expenditures — from 1998 through 2006.

¢ Nationally, hospitals have amassed $310 billion in profits from 1986 through 2005, the
last four years of which have set records.

o For the year 2006, profits for publicly traded Pharmas, Insurance, Medical Device
Manufacturers, HMOs, Biotech Manufacturers and Hospitals total more than $193
billion. If non-profit Kaiser Permanente were a publicly traded concern, an additional
billion or two could be added to the total.

e The health insurance that cost $100 in 2000 would now cost $188.
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o Merger and Acquisition activity in just five health care arenas — Pharmas, Hospitals,
Medical Devices, HMOs and Biotech - total about $1.4 Trillion from 1993 through
November of 2006.

e The top twenty-five publicly traded health care corporations have a market capitalization
of about $1.7 Trillion.

e The stock holdings only — exclusive of stock options, salaries, bonuses, and/or long term
payouts — of just eighty health care executives total roughly $9.6 billion.

B. The “Health Care War Economy”

In effect, the health care industry as a whole has itself contributed to the conditions which
perpetuate a virtual Health Care War Economy among its various sectors — pharmaceuticals,
HMOs, hospitals, medical device manufacturers, long term care entities, bio-tech and others.
Those conditions are not, however, simply to be found in the health care market.

Rather, the intrinsically antagonistic relations among the sectors collectively constitute the health
care market — a market that is sustained and reproduced day-by-day and year-by-year by the
industry and the sectors that comprise it.

The industry and its member sectors, dominated more and more by corporate giants, are locked in
a never ceasing and irrational conflict for economic supremacy. It is a battle that is in the long
term not winnable even for such behemoths as HCA, Pfizer, Tenet, the “Blues” or Kaiser. This
same battle — and not its causal effects such as the medical arms race, drug costs, demands for
“greater” access to care by the patient

This same battle — and not its causal effects such
as the medical arms race, drug costs, demands
for “greater” access to care by the patient
population, rising insurance premiums, ... is the
real genesis of the current crisis in escalating
health care spending, quality, and the dilemma of
the un- and underinsured. The market that the
industry has in good measure helped foster and
currently sustains demands corporate giantism,
inter and intra-sector greed and duplicity, “care

population, rising insurance premiums, - is the
real genesis of the current crisis in escalating
health care spending, quality, and the dilemma
of the un- and underinsured. The market that the
industry has in good measure helped foster and
currently sustains demands corporate giantism,
inter and intra-sector greed and duplicity, “care
containment” disguised as cost containment,
and brutish disregard of human health as
necessary for short-term industry survival.

(2002 Pear, 2002: Kowalczyk, 2002a: containment™ disguised as cost containment, and
Kowa’lczyk, 2001 Kowalczyk, 2002¢: brutish disregard of human health as necessary
Kowalczyk, 2002b; White, 2002; Kristof & for short-term industry survival.

Frammolino, 2002; Kristof, 2002; Meckler, 2002; McVay & DeMoro, 2002)

But the single-minded pursuit of market-based survival — or dominance - is not without costs for
the industry. Long-term survival requires industry success in at least two fundamental strategic
arenas: the first is predominantly economic and the second primarily political, but both have
economic and political facets:

e The industry as a whole and the sectors within it need one another, other industries and
most critically, they need health care’s status as a commodity to continue in perpetuity.
When for-profit health insurers speak of the trading and selling of ‘covered lives’ on the
open market, they are speaking of human lives as property — their property — they literally
‘own’ those lives, the lives of this nation’s residents. The buying and selling of those
lives, and other health care related goods and services with firms within and without the
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health care sector demands of those firms their political/legislative neutrality if not
support regarding pricing levels and structures.

e The industry’s survival as an industry is linked to its ability to be widely seen as
legitimate, fair, and trustworthy by both the general public and the nation’s caregivers.
(DeMoro, 2000) And the health care industry needs other industries’ political resources
and support in promoting cut-rate care to their employees and the general population.
Even ancient monarchies did not rule without a modicum of support and consent from the
ruled.

Neither of the above demands is likely achievable or sustainable in the long-term. However, these
demands are in part a significant element in understanding why health care lobbying has
accounted for 15% of all federal lobbying since 1998 and has ranked first in terms of dollar
expenditures from 1999 through 2006.

1. The Medicare Modernization Act of 2003 and Overpayment for drugs to
Medicare Advantage Plans

Part of the inevitable economic, political and medical fallout from the market-based Permanent
Health Care War Economy can be illustrated by findings from the Commonwealth Fund analysis
on the Medicare Modernization Act (MMA) of 2003. In that study

E MA Extra Payments to Medicare Advantage Plans Compared Average MA Plan Payment
Very with Average Fee-for-Service Costs, by County Payment Greater than FFS Costs™
(Medicare Catedorv. 2005 (Biles & Guterman, 2006) Average
‘lotal Extra Average Extra Payment
Advantage) plan g )
- - Payments Extra Amount to MA Plans
In eVery County In County Payiment Medicare MA Plan to MA Plans per MA Plan Greater than
the nation was Category Beneficiaries® Enrollees” (millions) Enrollee FFS Costs
paid more in National 42,985,118 5,659,802 $5.220 $922 12.4%
2005 than Its Blend 1,569,853 334,565 435 1,301 18.0
Large Urban Floor 11.765.208 1,503,677 2,096 1.394 215
enrollees would :
Roural and
have been Other Utban Hoor 7,294,360 247,297 357 1,445 256
Minimum Update 2555913 440,688 442 1,003 11.5
expected to cost F
100% FES 2004 3285395 419,090 233 355 6.4
had they been 100% FES 2005° 16,491,985 2,714,485 1.657 610 0.0

* Caleulations of fee for-service costs exclude payments o teaching hospicals for the IME expenses of both MA and fee-for service beneficiaries.

traditional fee Calculations at the county level, weighted by MA enrollment. Excludes MA enrollees in cost plans.
for_ se rvice “ Caleulations include budget neueral ri

N “Medicare Disa red and the Search for
Medicare. “Medicare and Mec

*CMS rebased the estimates of county-level per capita fee-for-service costs for 2005, Reebasing means that the estimates of per capita FFS expenditres for each

see ROAL Beremson,

Hiiwd-572 w4585,

wdjustment of 104 For more on risk adjusument and budget neutrality in 2005

alth Affairs Web Exclusive (Dec. 15, 2

he Elusive ‘Level Plaving Field,™

icare Advantage enmollment data as of December 2005,

county were recaleulated so that they reflected more recent county trends. The MMA provides that the county level payment rate for MA plans in 2005 w;
In 2005, the higher of the 2005 rebased 100 percent of FFS mate or the 2004 rate inereased by 6.6 percent. See Ce i
Medicare Advantage Organizations and Other Interested Parties: Advance Not
payments to MA Payment Rates™ (Baltimore, M. CMS, Mar. 26, 2004). Available ac hupe/ s e b
(Medlcare %mm e George Y 3 - . _ .

for the quarter ending December 2005, Medicare Managed Care Quarterly State County Market Penetration File for the quarter ending December 2005 and

Advantage) plans Medicare Advantage Revised 2005 Ratebook.

rs for Medicare and Medicaid Services,

tethodological Cl 5 Medicare Advantage

essed Sept. 15, 2004

{ Centers for Medicare and Medicaid Services Medicare Managed Care Quarterly State, County Plan Data File

hington University analysi

exceeded average
local fee-for-service costs by 12.4 percent, or $922 per MA plan enrollee, for a national total of
more than $5.2 billion. (Biles et al., 2006)

The study also found that overpayment for the next five years could go as high as $30 billion.1

1 The MMA included in the drug measure a $10 billion payment to entice preferred provider organizations to participate in Medicare.
The Commonwealth Fund did not include this money in its estimate of overpayments. (Cocco, 2006)
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All of this is an unsurprising and even predictable consequence of the Health Care War Economy
dynamic. The latent intent of the MMA was the privatization of Medicare and opening up another
avenue for a profit maximization advantage for insurers in competing for the health care dollar
with both Pharma and hospitals.

The overpayments enable the Medicare Advantage plans to both cope with high pharma costs and
increase profits. At the same instant, Big Pharma turned substantially higher profits after the
MMA to the tune of $248,886,407,332 from 2004 through 2006. Nationwide hospital drug

charges as a percent of costs Richard Nixon, The HMO Act of 1973,

in fiscal year 2004-2005 )
ranged from 1,700% to Kaiser Permanente and

6,600% for the top twenty
hospitals.2

... the less care they give them, the more mone)‘ the¥ make.""

*“ Perhaps the best introduction to the Kaiser HMO and Kaiser Permanente
Medical Care Plan is the summary by Mr. Edgar Kaiser that the less Kaiser
does for patients the more money it makes. To get the full context one can
go to the University of Virginia and review the presentation Mr. Edgar Kaiser
(then Kaiser CEO) made to President Nixon through Mr. Erlichman — the less
we do the more we earn. This convinced President Nixon to go forward with
the HMO Act of 1973 with Kaiser as the template. The conversation is
recorded below within the Nixon Whitehouse Tapes.”

No amount of market
tinkering via ‘incremental
change’ or politically
motivated flights of wishful
thinking (Goldstein & Dewar,
2003) that the often-cited-but-
never-seen “magic of the
marketplace” will resolve the

Ehrlichman: “Edgar Kaiser is running his Permanente deal for profit. And
the reason that he can ... the reason he can do it ... | had Edgar Kaiser come
in ... talk to me about this and | went into it in some depth. All the incentives
are toward less medical care, because ..."

President Nixon: [Unclear.]

Ehrlichman: "... the less care they give them, the more money they make."
health care crisis (Brubaker, President Nixon: "Fine." [Unclear.]
. Ehrlich : [Uncl "...andthei ti the right
20032; White, 2003 L e
Anderson, Reinhardt, Hussey,
& Petrosyan, 2003; Lynam et et i stttz et o o s e ey
all, 2003) iS a Iikely Scenario :Ju 'mntydgs/g ia for the clear tp ssible pres H (pa\hwayd dl:lyh\‘/mk )Check Fb jary 17, 1971 5:26 pm - 553pm0 IOﬂ CunvErsaI ASDQB Lo kh

in the foreseeable future. (Lagnado, 2003; Tieman, 2003; Robbins, 2003; Treaster, 2003;
Cleeland & Bernstein, 2000; Noonan, 2000; AFL-CIO & Kaiser Permanente, 2000; Brubaker,
2003b; Kemper, 2003; Ornstein & Kemper, 2003; Pear, 2003h; Toner & Pear, 2003; Pear, 2003g;
Pear, 2003f; Pear, 2003e; Pear, 2003b; Pear, 2003d; Pear, 2003a; Pear, 2003c; Pear, 2003i; Silber,
2003; Kowalczyk, 2003b; Kowalczyk, 2003a; Neurath, 2003; Stout, 2003; Bennett, 2003;
Zwillich, 2003; Rovner, 2003)

Incremental tinkering with the market by changing to some degree how deeply, how often, and to
what degree medical injustice befalls the populace as the market engages in the buying and
selling of covered lives is an exercise as cynical as it is pointless.

We do not need incremental tinkering and/or fine tuning of a market by nature blind and
indifferent to the health needs of a nation of 300 million souls. We need a new template of health
care politics and economics. We need a single payer national health plan that removes the market
from the health care funding equation and its perverse ‘economistic’ incentives that fuel the
profit wars — wars for which ultimately we all pay — some with all too scarce funds and others
with our health.

2 See Slide: “The Nation’s Hospitals with the Highest Drug Charges Compared to Drug Costs 2004 — 2005, The Top 20*”
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C. Health Care Industry Constitutive Stakeholders

Contrary to most mass media reporting the industry is not comprised simply of insurers,

institutional and individual
providers and groups of providers,
HMOs, or drug manufacturers.
Rather, it includes a vast
interlocking web of support service
corporations, research institutions, a
booming medical device
manufacturing sector linked to
research in artificial intelligence in
the production of computerized,
digitized and otherwise automated
clinical decision support systems in
patient care, national and
international financial services
firms, corporate law firms, the
management consultant industry
and various material support firms
such as group purchasing
organizations (GPOs), etc.

The Health Care Industry:
Constitutive Stakeholders

. I:“ h Tec_h . Medical Waste Disposal
Biotech, & Engineering Management Consultants

Support-Services
Management Services

Lobbyists
Health Insurers Corporate Law Firms
HMOs General Medical Supply

Medical Records Processing
Clinical Laboratory Services

Insurance Companies

Financial Services

Related Institutiong
Investment Banks
Hedge Funds
Intl. Financiers,, IMF,
Bank for Intl. Services

Natl. Intl.
Labor &

Trade Policy
WTO NAFTA, CAFTA

$2+ Trillion* Market Capitalization
for 495 Health Care Corporations
$1.7 Trillion for just Top 25

Material Support

Prow_ders N Pharmaceuticals LOV\{ Tech
Hospitals (Public-Private) Manufacturers Equipment
Nursing Homes Distributors Manufacturers
Registries/Agencies Formularies GPOs

Home Health
Medical Groups

©Copyright IHSP, 2007 All Rights Reserved
2
*SEC and StockSmart

This vast network explains how at the time of this writing just 495 health care corporations -
limited to Drugs, Medical Equipment, Biomedics, Medical Services and Medical Products arenas

- have an aggregated market capitalization3 of more than $2.4 trillion and the top 25 alone about

$1.7 Trillion.

The various constitutive stakeholders all have an interest in maintaining the market’s central role

in health care. For purposes of

illustration — and brevity — two of those

constitutive stakeholders — the
fabulously wealthy finance sector and

Banking on HSAs
Corporate Care Breaks into the HSA Market

the management consultant industry are

discussed below.

1. International
Finance Sector and
Insurers Find a
Commonality of
Interests

The finance sector and insurers have a
deep commonality of interests in the
outcome of the health care debate.

When it comes to medical benefits,
millions of Americans already have a

*Nearly 1,100 banks now offer the
tax-favored spending accounts, more
than triple the number at the end of
2005.

*The growth comes as more
employees enroll in high-deductible
health plans, which are paired with
health savings accounts.

*The abundance of new HSA offerings
is triggering competition ... and
expanding the options for consumers
to invest their savings.

«... Now, banks increasingly are
offering other investment options,
including mutual funds, if consumers
have a minimum required balance.
«Source: Ann Carrins, "Banks Pile
Into Health Savings Accounts.
Competition Drives Down Fees And
Expands Investment Options; Keep an
Eye on Interest Rates," Wall Street
Journal, 14 November 2006, D, p. 1.

- T
UnitedHealth and the Blue

Cross/Blue Shield Association are o
chartering their own banks.... ’-._ r:_t
The “Blue Healthcare Bank” will
allow members to save and
withdraw money for health
expenses and will offer “credit
lines” to pay for care.

The move follows the creation of a
jointly branded Blue Cross/Blue
Shield debit card with Visa for
accounts linked to health plans.
HSAs add the administrative cost of
banking and debit cards to the
already high administrative costs of
the insurance industry.

(Siidmore, San Diego Union Tribune, December &, 2005; D. McCanne,
K 3 of the

il

Blue Bank and Ble Visa to Administer HSAS.” PNHP Quote
Day, December 7, 2005).

©Copyright IHSP, 2007 Al Rights Reserved

Source: Hellander, Ida. International Journal of Health Services, Spring, 2006. 101

3 Market capitalization is the value of all outstanding stock.
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health insurer. Soon, many will also have a debit card and a bank tied to their medical plan.

Banks, credit unions and money management firms are now quietly positioning themselves to
become central players in the business of health care, offering 401(k)-type accounts to cover
future medical expenses.

Bank of America, J. P. Morgan Chase, Fidelity Investments and hundreds of others are hoping to
capitalize on the latest wrinkle in medical care paid by consumers: health savings accounts,
which have been around since 2003 but are moving to the fore of the national agenda in
anticipation of the State of the Union address on Tuesday.

These supercharged checking accounts, which must be linked to a high-deductible health
insurance plan, allow consumers to invest their own money for current and future medical
expenses and have it grow tax-free.

They are the centerpiece of President Bush's plans on health care, just as private accounts were
offered as a Social Security fix. (Dash, 2006)

In 2005, a relative handfull of banks were offering tax favored spending accounts (Health Savings
Accounts) By November of 2006, that number had more than tripled to over 1,100 and is still
growing, even though HSAs have stalled somewhat in growth. (Fuhrmans, 2007). The large
banks are looking to reap upwards of $75 billion in new funds to manage through HSA offerings.
(Dash, 2006) Not to be outdone, insurers for the first time are chartering their own banks
(Hellander, 2006) and issuing health care credit cards. More consumer debt on an already debt-
heavy U.S. population is their regressive answer to ‘affordable health care’ --- and greater
corporate revenue flows.

Apart from the lucrative prospect of HSA accounts for both the traditional banking and
investment community and the newly chartered banks among the larger health insurers, financing
mergers and acquisitions in health care is a financially fruitful pastime for the financial markets.

In any given major heath care merger and acquisition, anywhere from 10 to 20 national and
international investment banks are involved in financing the deal. The investment community is
not interested in health care, but it is tunnel-vision focused to a fault on generating investment
income through the issuance of credit facilities for major mergers and acquisitions. In 2006
dollars, financiers have helped finance about $1.4 Trillion in health care mergers and acquisitions
in just five health care sectors from 1993 through November of 2006.

Health care merger and acquisition activity has been significant for more than a dozen years, with
multibillion dollar deals not uncommon - particularly since a 1994 Department of Justice and
Federal Trade Commission Ruling.
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The (health care
merger and
acquisition) binge
was fueled by a
Department of
Justice and Federal
Trade Commission
1994 ruling that

Pharma, Hospital, HMO, Medical Device, &
BioTech Corporations Only:
Mergers & Acquisitions 1993- Nov, 20068

Total:

impacted U.S. anti- $800.00 -
trust law (both the $700.00 1 $1.407 Trillion
Sherman and Clayton $600.00 1 '
acts, and ironically, Billions of iigggg :
the only major Year 2006$ ;o o | $205.67 |179.85/5159 6
change adopted b ' > $107.82
ge acop y $200.00 - ” 4
Congress in response $100.00 |
to the Clinton — $0.00 |

administration's 1993
health care plan) that
granted

eXt rao rd I n ary «Source: IHSP Calculations of SEC and Irving Levin Assoc. Data @©Copyright IHSP, 2007 All Rights Reserved

|at|tUde to merglng +All financial data is in year 2006 dollars 92

health care
corporations, reputedly to encourage competition. (DeMoro, 2000)

And, for the investment community, particularly the executive elite, the deals have paid off.
(Dash, 2007; Guerra & Politi, 2007; Heath, 2007; Anderson, 2006; Blackburn, 2006; Kolko,
2006; Lazarus, 2006)

The payoff has been substantial in part due to the finance sector lobbying prowess which helped
usher in the 1994 Justice Department and Federal Trade Commission ruling that essentially set up
‘free trade zones’ for much of the

industry and in effect skirted both | .

the Sherman Anti-trust and the 3.7 Trillion Reasons Why Your Health
Clayton Acts. Care is so Expensive

I
A more detailed rendering Of the Selected Health Care Financial Values Amount

ruling’s impact can be Mergers and Acquisitions in Just Five Healthcare $1.407 Trillion

. . Sectors since 1993:
summarized as follows: ———— —
Market Capitalization of the largest 495 Health Care | $2 Trillion

Corporations:
Amount Spent on Health Care Lobbying since 1998: |$2.2 Billion

In September 1994, the Justice
Department and Federal Trade

Commission issued US Hospital Aggregate Profits since 1986 $310 Billion
comprehensive “non- Stock Holdings Only Value of Top 80 Executives of | $9,563,374,645
enforcement” antitrust policy only Four Healthcare Sectors:

statements in health care, Total

expanding safe-harbors and

areas of non-enforcement $3,728,763,374,645
established a year earlier. Source: IHSP calculations of SEC Data, AHA Data, PoliticalMoneyline Data 258

Statements of Enforcement Policy
and Analysis, reprinted in 4 Trade Reg. Rep. (CCH) 13, 152 at 20, 769 (Sept. 30, 1994). The
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stated purpose of the policies is “to provide education and instruction to the health care
community in a time of tremendous change, and to resolve, as completely as possible, the
problem of antitrust uncertainty that some have said may deter mergers, joint ventures, or other
activities that would lower health care costs.” Id.

The statements provide antitrust ““safety zones” and other relief for nine separate
areas of collective activity: (1) hospital mergers; (2) joint ventures involving high
technology or other expensive health care equipment; (3) joint ventures involving
specialized clinical or other expensive health care services; (4) providers’ collective
provision of non-fee-related information to purchasers; (5) providers’ collective
provision of fee-related information to purchasers; (6) provider participation in
exchanges of price and cost information; (7) joint purchasing arrangements among
health care providers; (8) physician network joint ventures; and (9) multi-provider
networks.

The initial 1993 non-enforcement policies (Antitrust Enforcement Policy
Statements in the Health Care Area, reprinted in 4 Trade Reg. Rep. (CCH) { 13, 151
(Sept. 30, 1994)) were limited to the first six of these “safety zones,” yet were severely
criticized by dissenting FTC Commissioner Deborah K. Owen:

“The risks of higher prices and reduced output or lower quality care posed to
some health care consumers by the more relaxed enforcement proposed in
some of these Statements far outweigh any benefits generated. Moreover, the
premises implicitly underlying some of the Statements —that sufficient guidance
is not available and that the agencies’ past enforcement efforts have been
unreasonable-are simply unsupportable.... Some of today’s action effectively
constitutes a special-interest antitrust exemption that should more
appropriately be accomplished through legislative action, if at all....” 4 Trade
Reg. Rep. (CCH) 13, 235, (Sept. 15, 1993) [Emphases added].

The DOJ/FTC non-enforcement policies were again revised in August 1996, providing
even more relief from federal enforcement for physician and multi-provider networks.
The new revisions to Statements 8 and 9 were promoted by DOJ/FTC as giving providers
greater flexibility in the creation of networks in an attempt to remedy a perceived
““chilling effect” of existing law on the development of new and innovative provider
networks. Statements of Antitrust Enforcement Policy in Health Care, 4 Trade Reg. Rep.
(CCH) 1 13, 153 (Sept. 5, 1996) (Eggleston, 1999)

If the market and the Permanent Health Care War Economy to which it gives rise were an
appropriate vehicle to provide and equitably allocate cost-effective, accessible quality care, the
1994 legislation with its stated purpose of,

‘... provide(ing) education and instruction to the health care community in a time of
tremendous change, and to resolve, as completely as possible, the problem of antitrust
uncertainty that some have said may deter mergers, joint ventures, or other activities that
would lower health care costs.” Id.[ . Statements of Enforcement Policy and Analysis,
reprinted in 4 Trade Reg. Rep. (CCH) § 13, 152 at 20, 769 (Sept. 30, 1994)]

would have long ago achieved those ends. Instead the ruling - arguably the largest “natural
experiment’ in the history of U.S. health care - has been noteworthy only to the extent that it has
been an unqualified and historically spectacular failure.
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Health costs have climbed skyward — as have the number and value of health care mergers and
acquisitions - the numbers of the uninsured have set new records and uniform quality of care
accessible to all is more fantasy than reality. This is to say that the often-cited-but-never-seen
magic of the market place has predictably not materialized, but the power of financial interests
over the public health has increased geometrically.

FTC Commissioner Owen’s concerns have proven prescient over the last decade.
Not unexpectedly then, we find that:

» HCA, the largest hospital chain, was founded by the father of formerly Senate Majority
Leader Bill Frist. HCA was recently taken private by the Frist family members and a
group of private equity firms, including Bain Capital. Bain Capital was co-founded by
Mitt Romney, Presidential Candidate.

» Fortress Investment Group, a large private equity firm and second largest contributor to
John Edwards, recently purchased Long-term Care company Holiday Retirement
Corporation for $6.6 Billion.

» Goldman Sachs, one of the world’s largest investment banks, recently helped acquire
Medical Devices Manufacturer, Biomet, Inc for $10.9 Billion. Goldman Sachs is one of
the leading campaign contributors to presidential candidates Hillary Clinton, John
Edwards, Barack Obama, and Mitt Romney.

» Robert Rubin, formerly Treasury Secretary with the Clinton Administration and principal
with Goldman Sachs, is currently Director and Chairman of the Executive Committee of
Citigroup. Citigroup, along with Goldman Sachs, is involved in many Mergers and
Acquisitions in Health Care. Citigroup is a major contributor to presidential candidates
Hillary Clinton, Christopher Dodd, and John McCain

2. Management Consulting Industry

The management consulting industry is not blind to the health care debate and the opportunity it
presents them to secure greater revenue streams. Consultants are ubiquitous in the industry and
are adept at selling advice to corporate entities — either for purposes of ‘increasing throughput’
and various other technical efficiencies or for supplying business plans for use in securing
funding for merger or acquisition purposes.

The $1.4 Trillion in merger and acquisition activity in only five health care areas (Pharma,
Hospital, HMO, Medical Device, & BioTech) did not simply ‘happen.” Funding had to be secured
in each transaction, and as is the case when an individual wishes to obtain credit to finance a
home, auto, or other large purchase, the first question that the ten to twenty financial firms ask of
a corporation seeking billions in securities for a large scale merger or acquisition is: how do you
plan to meet the terms and obligations of the credit facility? In direct terms, the question is simply
how do you plan on paying us our fees and keeping up to date with the terms of credit?

It is at this juncture that the firm presents their management consultant acquired business plan to
its prospective creditor group, detailing how the acquisition or merger will be cost effective, how
it will tend to increase revenues and profits, and most importantly of all how the financial
community is protected from any risk that the firm may default on the financial securities it seeks.

In terms of increasing organizational efficiencies, as long ago as 1995, Kaiser Permanente paid
out $96.1 million to its top 4 consultants alone. McKinsey & Co. was a particular beneficiary of
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Kaiser’s consulting largess, sometimes pulling in as much as a reported $3 million a month over
a five year period.

McKinsey’s $16.2 million and Andersen’s $14 million were in this instance not for a merger or
acquisition but for restructuring the Kaiser system. Part of that restructuring included plans to
eliminate hundreds of job classifications, reduce the RN workforce by about 1,600 in tandem with
staff reductions elsewhere and to enhance throughput.

Kaiser Permanente 1995 Management Consultants: The Top Four Payment

Deloitte & Touche, consulting, accounting: $41.1 million
Kresser, Stein, Robaire, advertising services: $24.8 million
McKinsey & Co., strategic planning: $16.2 Million
The now defunct-due-to-fraud Andersen Consulting, $14 Million
Total: $96.1 Million
1. Conclusion

There are numerous health care proposals on the national and state scenes. However, there are
only two plans: a publicly financed and patient focused plan exemplified by California’s Shiela
Kuehl’s SB 840 single payer proposal, and US Representative John Conyers’ HR 676 single
payer proposal.

The other plan is market based, financially irresponsible, morally questionable and manifest in a

burgeoning number of
proposals with multiple
risk pools and payers —
normally inclusive of and
reliant on the private
insurance industry - and
some combination of
employer and/or
individual insurance
mandates conjoined with
health savings accounts
and a smattering of elite
‘boutique proposals’ that
cater to the well off. The
Massachusetts proposal
with its stress on
individual mandates and
the California proposals

which, save for Kuehl’s e
SB 840, emphasize both

There are Only Two Health Reform PLANS,

... but Many Proposals s

Plan I: Publicly Based (Single Payer)
Conyers HR 676 (Federal)
Kuehl SB 840 (State: California)

Plan II: Market Based (Multiple Payers and Multiple
Risk Pools. Some combination of

Insurance Companies, Corporations, Individuals, Government)
Employer Mandates (Pay or Play)
Individual Insurance Mandates
Consumer Directed Care “Health Savings Accounts”
Some combination of 1 through 3
“Boutique” Health Care

individual and employer mandates and ‘incrementalized’ reform are good examples of the
market based plan. For an overview of many of the nation’s proposals in this vein see State of the
States publications at www.stateline.org (Burton et al., 2007).
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These proposals share many of the same difficulties that all proposals relying upon market
mechanisms to transform our health care industry into a health care system possess: a nascent

political cynicism, a resolute
but irrational commitment to
never strive past merely
apparent forced choices among
lesser evils and a profound
misreading of history
supporting the long discredited
belief that deep societal change
and social movements are
precipitated by incremental
change put forward by elites
within the status quo rather than - =
a rejection of thatqstatus quo — A S | ng Ie H u man Llfe
and its transformation by the
population at large. Examples
of the latter include the
Suffragette movement, the
struggle to end slavery, the

On Knowing the Price of Everything
and the Value of Nothing

How Much is a Healthy Society Worth?
Exactly the Same as...

New Deal in the dark days of our national depression - and the very founding of this nation.

Meaningful health care reform will not come in small bits of change pushed by elites; it will
explode and be pulled into being by our nation’s general population. It isa population that has
already informed us in myriad ways that it will no longer stand for the health, lives and
livelihoods of individuals, families, fathers, mothers sons and daughters to be reduced to statistics
in the market’s spread sheet-infected health care nightmare.

A publicly based, single payer proposal is the only defensible exit from the nightmare — both
financially and morally - and when asked, the public demands it. It is long past time for our
Congress to begin listening to the public demand for medical justice rather than health care
lobbying and political contribution dollars.

A good start would be for Congress to ask the public in clear terms and without apology if they
would prefer that the provision of their care be left to the vagaries of the market, or a single payer
national health care plan guided by a universal respect for the sanctity of life over and above the
generation of corporate profit in an interminable — and unwinnable - health care war economy.

It is a simple question.
It will require Congressional courage to ask.
It will require Congressional courage to listen to the answer.

It will require even more Congressional courage to act.
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I11. Addendum
A. Three Management Consulting Firms and Industries Represented4

The three firms listed here and their respective client industries are a miniscule part of the sheer
size of the health care related Management Consulting Industry. However, they are some of the
most prominent — and powerful — consulting firms in the U.S.

For greater detail, see Kennedy Information publications (2004) for a 1,250 page listing of
Management Consulting firms, including thousands that are health care specific.

Bain & Company
Automotive

Consumer Products
Energy & Utilities
Financial Services
Healthcare

Industrial Products
Media

Mining

Nonprofit & Public Sector
Retail

Services

Technology
Telecommunications
Transportation Services

Boston Consulting Group
Automotive

Consumer

Energy

Financial Services
Healthcare

Industrial Goods

Media and Entertainment
Qil

Power and Gas

Retail

Sustainable Development
Technology and Communications
Travel and Entertainment

McKinsey & Co

Automotive & Assembly

Insurance

Pharmaceuticals & Medical Products

4 see Kennedy Information publications (2004) for a 1,250 page listing of Management Consulting firms,
including thousands that are health care specific.
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Banking & Securities

Media & Entertainment
Private Equity

Chemicals

Metals & Mining

Pulp & Paper/Forest Products
Consumer Packaged Goods
Nonprofit

Retail

Electric Power & Natural Gas
Payor/Provider
Telecommunications

High Tech

Petroleum

Travel & Logistics
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