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Introduction

In 1988, a thirty-two-year-old woman whom we’ll call Claire 
came to my medical office in Shelburne, Vermont. She was one 
of the first employees in an early start-up company in Burlington 
and had had no previous unusual medical problems.

This time, however, she was worried. She felt restless and 
unusually thirsty much of the time and experienced frequent 
urination and weight loss. A series of tests ultimately concluded 
that she had become diabetic. Her disease was severe enough to 
require daily insulin injections.

She consulted routinely with an endocrinologist, who began the 
arduous task of teaching Claire all the things a diabetic needs to 
know. We agreed that I would remain her primary care doctor but 
that she would continue to see the endocrinologist on a frequent 
basis initially, and then less so as her condition stabilized.

Fortunately, Claire had less difficulty than most keeping her 
blood sugar under control, and, with adequate monitoring, good 
exercise, and terrific teaching from the nurse-practitioners and 
doctors at the endocrine clinic, she adapted well to her new 
disease. She was bright, willing to work, and well past the often 
tumultuous teenage years, which are so difficult for insulin-
dependent diabetics.

Four months later, Claire was back in my office in tears, feeling 
the same restlessness that had first brought her in for a consul-
tation. But this time, the anxiety was not medically induced. I 
had initially assumed her tears were a delayed reaction to a life-
changing illness. Although diabetes can be managed relatively 
easily, it’s nonetheless complicated, especially for someone who 
for thirty-two years had lived disease-free with the exception of 
the usual childhood illnesses.
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I could not have been more wrong. Claire was in tears because 
her health insurance company had refused to renew her policy.

The start-up company Claire worked for was unable to afford 
health insurance, so its employees bought individual policies 
from a well-known firm in the Midwest. The company claimed 
that it provided individual health policies at a reasonably low 
premium, especially for younger people, and promised to provide 
adequate care, good benefits, and health security. Should some-
thing untoward to happen, Claire would be well taken care of. 
Or so she thought.

The fine print in her contract revealed otherwise.
Letters to the Vermont banking and insurance commissioner 

revealed that this was a frequent problem, not just with Claire’s 
company, but with many others that worked in the individual 
insurance market. In fact, this is not a Vermont problem; compa-
nies elsewhere have continued to refuse to insure people after 
they become ill, claiming that the conditions were preexisting, 
that they resulted from negligence, that the insurance was never 
meant to cover particular conditions.

While employers are guaranteed the right to purchase health 
insurance, the great majority of states—which govern the indi-
vidual insurance marketplace—do not extend the same protec-
tions to Americans who buy individual insurance policies. In 
most states, “insurers can refuse to sell individuals policies based 
on their health, recreational activities, occupations, credit histo-
ries, and a variety of other factors”—and state governments do 
little to stop them. As a recent Families USA report observed, 
“[States] are doing very little to provide basic protections for 
health care consumers and many are turned down from coverage 
or are charged unaffordable premiums or have their health claims 
wrongfully denied.”

Claire’s insurance company earned enormous returns for its 
chairman and shareholders, becoming successful by insuring 
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only healthy people while rescinding coverage once a person 
became ill.

I diagnosed Claire in January. By May, her renewal date had 
come up and she was informed that she would no longer be 
covered by the company, since she now had a chronic disease. 
Unfortunately, Claire’s story is all too common.

In the March 16, 2009, issue of Time magazine, health reporter 
Karen Tumulty wrote about the heartbreaking and infuriating 
story of her brother, Patrick, who in middle age suffered from 
kidney failure. Like Claire, Patrick had a high-deductible health 
insurance plan that he had purchased in the individual market. 
“He knew he would have to pay for a checkup himself,” so he 
“always put off going to the doctor until he had to.”

Since 2002, Pat had faithfully paid his health insurance premi-
ums, “buying a series of six-month medical policies, one after the 
other, always hoping he would soon find a job that would include 
health coverage.” Pat’s insurer even advertised that its product 
would “safeguard your financial future” and provide “the peace of 
mind and health care access you need at a price you can afford.” 
But when the denial claims started coming in, he knew some-
thing was wrong.

His insurance company denied coverage for this very expen-
sive illness by claiming it was a preexisting condition. The fine 
print of the insurance company’s policy declared that every 
six months, Pat would be treated “as a brand-new customer.” 
As a result, anything that went wrong within a few months of 
his renewal date could be labeled a preexisting condition and 
excluded from coverage.

More than 14 million Americans receive their health cover-
age on the individual market, but although these patients pay 
hefty premiums, only a fraction of the dollars are spent on provid-
ing actual care. According to the Congressional Budget Office 
(CBO), 29 percent of premium dollars in the individual insurance 
market go toward administrative costs; the average policyholder 
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spends roughly $300 more on administrative costs each year than 
if he or she purchased coverage through a group policy.

Meanwhile, medical loss ratios, an indicator of how much reve-
nue insurance companies spend on care versus how much they 
keep as profits, have dropped precipitously in the last decade. 
That is, as more and more people have become uninsured or 
discovered that they don’t have enough insurance to cover their 
medical expen]ses, insurers have grown richer. And they employ 
a series of tactics to protect their bottom lines.

One major insurance company signs up doctors to cover its 
patients and then reassigns the contract (which is almost always 
illegal) to a different company, which pays doctors only one- to 
two-thirds of what the first company agreed to pay. If a substan-
tial number of employers in an area have bought healthcare 
insurance policies for their employees from this major insurer, 
then local doctors are essentially held captive by this dishonest 
practice, lest the health insurer refuse to renew its relationship 
with the doctors and large numbers of their patients are forced to 
go elsewhere. In the large group markets run by huge insurance 
companies that are often publicly owned, the insurers frequently 
refuse to reimburse patients for things that are clearly covered, 
counting on the fact that beleaguered insurance commissioners 
throughout the nation have too much on their plates to chase 
particular claims.

My wife, who is still a practicing physician, recently recounted 
to me the story of a man who’d had a physical that was required 
for his admission into an extended care facility. The insurance 
company was clearly supposed to pay for the physical, yet each 
of the nine times the bookkeeper sent in the claim, this insurer 
made a different excuse for why it wasn’t valid. The patient ended 
up giving up and paying for the physical out of his own pocket—
an all-too-common scenario that often applies to more expensive 
medical procedures as well.
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Much has been made of the 47 million Americans who don’t 
have health insurance. But the healthcare reform debate should 
also focus on the fact that an estimated 25 million working-aged 
Americans have health insurance but still can’t afford to see a 
doctor. According to the Commonwealth Fund, many go “with-
out needed care, not filling prescriptions, and not following up 
on recommended tests or treatment.” Their stories are heartrend-
ing, and it’s a scandal that in the wealthiest nation on earth, we 
cannot adequately cover everybody.

The fact is, there is a huge debate about how much of our health 
insurance should be in government hands. But our real challenge 
is dealing with the extraordinary damage that the private health 
insurance system has done to countless Americans who thought 
they had health insurance, faithfully paying huge amounts of 
money into the system over many years, only to find that their 
insurance company refused to stand behind them when they 
needed it most.

The real issue in the debate over healthcare reform is not 
whether or not we should have “socialized medicine.” It’s 
whether we should continue with an extraordinarily inefficient 
system that today features a private insurance industry that takes 
large amounts of money out of the healthcare system for share-
holders, administrators, and executives while denying people the 
basic coverage that they think they have paid for.

So, the real debate about healthcare reform is not a debate 
about how large a role government should play. The real issue 
is: Should we give Americans under the age of sixty-five the 
same choice we give Americans over sixty-five? Should we 
give all Americans a choice of opting out of the private health 
insurance system and benefiting from a public health insur-
ance plan?

Americans ought to be able to decide for themselves: Is private 
health insurance really health insurance? Or is it simply an exten-
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sion of the things that have been happening on  Wall Street over 
the past five to ten years, in which private corporations find yet 
new and ingenious ways of taking money from ordinary citizens 
without giving them the services they’ve paid for?
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— chapter one —

The Trouble with Private Health Insurance

While the individual health insurance market leaves many 
families without coverage or bankrupt, the great majority of 

Americans receive fairly comprehensive health coverage from 
their employer.

In fact, despite the rapidly increasing cost to their employ-
ers, they are generally satisfied with these plans. Many, in fact, 
have been so satisfied that—until now, with millions losing their 
jobs—they have rarely stopped to consider what might happen to 
them if they lost the security blanket of employer-based coverage.

Unlike the individual health insurance market, where every 
person is subject to an underwriting process during which the 
insurer estimates the possible expenses of providing coverage, 
employer-based plans spread the costs of insurance across a large 
pool of workers. Everyone pays the same premium, and nobody 
can be excluded from coverage because of a preexisting condi-
tion. Healthy members subsidize coverage for the sick, and every-
one can rely on coverage should they fall ill. But the employer 
market—where 160 million Americans obtain their health insur-
ance—boasts plenty of problems as well. Since 1998, premiums 
for employer-sponsored coverage have increased 119 percent. 
Nearly 9 million workers employed by larger firms (those with 
100 or more workers) were uninsured in 2007.

The lagging job market and the economic downturn have had 
the effect of pushing a growing number of Americans into the 
ranks of the uninsured. According to a recent report from the 
Center for American Progress, in March 2009 alone almost 11,000 
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workers a day lost their health insurance. Nationally, the percent-
age of Americans “under the age of 65 with employer sponsored 
insurance declined to less than 63 percent in 2007, from more 
than 67 percent in 1999,” and employers are now reporting that 
they plan to shift more health costs to their employees.

One recent survey of businesses concluded that “one-fifth of 
the companies said they planned to add or switch to a high-
deductible or ‘consumer-directed’ health plan with a health 
savings account, perhaps doubling the percentage of employers 
who offer such plans.” As The Wall Street Journal’s Health Blog 
observed, “A big reason is that employers say the recession isn’t 
just crimping business; it’s also expected to drive up their health 
care costs. Those surveyed said they expect their health benefit 
costs to spike an average 7.4 percent this year (compared to the 
6 percent increase employers originally forecast).”

A Medical Safety Net with Big Holes

The problem is that skyrocketing healthcare costs are increas-
ingly pushing more and more Americans into individual poli-
cies, which offer few consumer protections. Individual plans are 
regulated by the states, only a few of which have taken steps to 
protect consumers from fraudulent insurer practices. Simply put, 
the insurance lobby is strong, and many insurers would prefer an 
unregulated market in which they accept only consumers who 
are good risks for their business. And as one Families USA report 
concluded, consumers are left with a patchwork of protections 
and often find themselves at the mercy of insurers and “the vaga-
ries of states’ insurance laws.”

Those who are sick have the hardest time finding affordable 
coverage. Dozens of health conditions—from cancer to diabetes 
to pregnancy—can render an applicant “uninsurable,” and some 
Americans are unable to buy individual coverage if they have 
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a history of health problems. As Karen Pollitz, research profes-
sor at Georgetown’s Health Policy Institute, often observes, even 
minor health conditions, such as hay fever or acne, can trigger a 
denial by some insurers.

In most states, insurers can refuse to sell individuals policies 
because of applicants’ health, recreational activities, occupa-
tion, and even credit history. Only five states prohibit every 
insurance company from excluding all but the healthiest 
consumers. One of these, I’m proud to say, is Vermont, which 
adopted guaranteed issue (meaning no one may be turned down 
or rejected) in 1991.

Most states pose no limits on how much insurers can increase 
premiums based on an individual’s health status. Many allow 
private insurers to exclude coverage for preexisting conditions 
for more than one year and revoke an individual’s health insur-
ance policy without advance review by the state.

Healthcare plans in the individual market attract younger, 
healthier applicants by pairing high deductibles with low premi-
ums. These plans may work for individuals with limited health 
expenditures, but they don’t protect consumers from catastrophic 
health events. Most applicants are unaware of the limitations 
until it’s too late.

In May 2009, Consumer Reports profiled Janice and Gary Clausen 
of Audubon, Iowa. They reported that they purchased a United 
Health Care plan through AARP for $500 per month, after Janice 
lost her accounting job and the family healthcare coverage that 
came with it. The plan, which advertised itself as “the essential 
benefits you deserve. Now in one affordable plan,” covered up 
to $50,000 of expenses per year. But when Gary received a diag-
nosis of colon cancer, his immediate treatment cost more than 
$200,000. “I didn’t think it sounded bad,” Janice said of the plan 
she had purchased. “I knew it would only cover $50,000 a year, 
but I didn’t realize how much everything would cost.”

The Clausens are still accruing tremendous medical debt—
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debt they will be paying off for the rest of their lives. Their 
one hope is that Gary, having turned sixty-five, now qualifies 
for Medicare, a guaranteed public health insurance program, 
which does not have the shortcomings of the private health-
care plan they purchased. If Gary had been five years younger 
and Medicare not an option for him, they would certainly have 
lost their house and everything else they own. A real healthcare 
reform package, which includes a public health insurance option, 
would give people younger than the Clausens a real safety net. 
They wouldn’t have to wait until they are sixty-five to get decent 
healthcare coverage. 

Incomprehensible Terms, Severe Limitations

In the individual health insurance market, policies often include 
abstruse clauses and incomprehensible language that makes it 
very difficult for consumers to figure out what is covered. 

Choice is minimal. These policies usually have high deduct-
ibles. They also tend to have monthly, yearly, or lifetime caps 
on coverage. These features do make a consumer’s monthly 
premium lower. But policies with low caps can be particularly 
problematic: They don’t protect consumers against catastrophic 
loss because of their limited expenditures. For instance, policies 
with a $100,000 maximum lifetime benefit are common. Many 
plans—for example, Aetna’s Affordable Health Choice (as cited 
by Consumer Reports)—are limited to part-time or hourly work-
ers. Consumer Reports cited one plan that covers only $1,000 
in hospital costs and $2,000 of outpatient expenses annu-
ally. Clearly, any serious illness is not covered by such a plan. 
The AARP, which is a trusted name for many seniors, makes 
money from insurance companies by recommending policies to 
its members. The organization actually does little screening of 
these policies, and—as in the Clausens’ case—people who buy 
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these policies are often left with products that are inappropriate 
for them.

Consumer Reports also interviewed Jim Stacey of Fayetteville, 
North Carolina, who bought a policy from Midwest National 
Life Insurance in Tennessee. “The policy listed benefits includ-
ing a lifetime maximum payout of up to one million dollars per 
person.” But after Stacey had a bout with prostate cancer, the 
company paid less than 10 percent of the cost of the treatment.

Stories like this abound.

The Ultimate Hurdle: Profit versus Care

The problem with private health insurance, particularly in the 
individual market, is not just that it is inadequate; it also stems 
from companies having to report quarterly profits that must 
increase every year to satisfy Wall Street. In order to do so, they 
often have to cut health benefits.

Private, for-profit insurance companies must meet two obli-
gations that are often mutually exclusive:

	 1.	Their fiduciary responsibility to their shareholders to 
maximize profits.

	 2.	Their responsibility to their customers to give good 
service.

Increasingly, the former is maintained at the expense of the 
latter. No wonder health insurers fear a public health insurance 
entity run by the government, which doesn’t need to show a 
profit every year and whose efficiency is three times greater than 
that of the best private competitor.



This year, real healthcare reform is within reach. Governor Howard 
Dean has written a book that gives his unique, no-nonsense 
perspective on the healthcare debate. He explains both the obsta-
cles to reform and what it will take to achieve real healthcare 
reform. Many of the same organizations that worked to prevent 
healthcare reform last time are again mobilizing against fixing 
a system that has left more than 47 million Americans without 
health insurance. If real reform is going to happen, we need to 
get involved and make our voices heard. This book will help you 
better understand the debate and show you how to fight back!
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