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Introduction

“L

ead and the leaders will follow.” The grand bargains proposed in
this book should be worthy of immediate widespread discussion. They embrace the spectrum of public policy concerns generated
by the failures of well-meaning leaders from big government and the
corporate world.
I define a grand bargain as a public policy approach capable of
unifying diverse people with opposing legitimate interests in order to
benefit people, the economy, and the environment.
Without a matrix of grand bargains to fix our dysfunctional health
care system, we can’t begin to fix our entire economy – and vice versa.
Only in conjunction with comprehensive health system reform can
we begin to address unemployment, the national debt, Social Security,
increasing income inequality, undocumented immigrants, welfare,
abortion, gun violence, tort reform, education, infrastructure, national
defense, and the systemic risk in the financial system. These interrelated
health and economic policy quandaries loom larger than ever and are
the subjects of this book.
These issues are complex, and I don’t claim to have all the answers.
However, in this time of crisis with no consensus on a way forward for
the nation, we need innovative game-changing ideas more than ever.
Given the current intractable political stalemate, we shouldn’t leave our
fates to the politicians. With the leadership vacuum, we can and must
now move public policy discussions forward as citizens. Please feel free
to improve on the ideas in this book.
- ix -
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The effects of each of 29 grand bargains to be introduced will inject
energy and sustenance for the affected groups of people, social institutions, and economic sectors. Consideration has been given to the
likely consequences for all stakeholders—children, parents, students,
workers, employers, taxpayers, patients, health care providers, the
unemployed, residents of other countries, and the environment that
allows the existence of all.
My proposals assume that, without a deep and broad restructuring
and unifying of all interconnected aspects of our beleaguered but resourceful society, we cannot fix health care or any other major problem
in the U.S. The multifaceted interrelationships between health care,
welfare, and other dysfunctional sectors of the economy should lead us
to a multi-dimensional solution—a network of grand bargains.
Strident voices say that economic system reform can only mean less
government regulation and more free-market capitalism. Others point
to widening wealth inequalities, and advocate moving toward socialistic approaches that give all people access to health care and redistribute
the wealth. How about considering some of both?
To simultaneously deal with health, social, and economic outcomes,
this book lays out a hybrid free-market/communitarian plan. Freemarket capitalism will constitute roughly two-thirds of the projected
$17.9 trillion gross domestic product (GDP) in 2016. This free-market
capitalism will involve a downsized role of government and major
benefits to both employees and employers.
Communitarianism is defined as a social and political philosophy
that emphasizes the importance of community in the functioning of
political life. This encompasses institutions as well as understanding
human identity and well-being. A new society-wide institution, to
be described shortly, will embody communitarianism in the plan. It
is designed to complement free-market capitalism, improve wealth
distribution, and social justice.
This hybrid free-market / communitarian proposal to improve
health care and to reform the unsustainable overall economic system
takes shape by utilizing 29 grand bargains. The bargaining will involve
-x-
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the interests of everyone: patients, health care providers, other workers,
taxpayers, and other stakeholders. The overarching grand bargain consists of a woven tapestry of all the grand bargains. Once established, it
will be an ongoing process of refinement and improvement for people
on the local community level.
Few citizens may agree on every grand bargain on the list. However,
the overarching grand bargain, with its many tradeoffs and compromises, is designed to have great appeal for stakeholders from all economic
sectors (e.g., health care, finance, agriculture, manufacturing, government, etc.), areas of employment (e.g., laborers, managers, investors,
entrepreneurs, etc.) and social institutions (e.g., families, universities,
businesses, religions, etc.). These proposed public policy bargains will
forever be a work in progress. My goal in producing this plan was to
find politically and economically workable health care and economic
policy prescriptions. They need to appeal, at least in part, to a broad
spectrum of people. If conservatives think that they are too liberal and
liberals think that they are too conservative, I have probably achieved
a major part of my purpose.

Who is David Cundiff to Offer Fixes for Health Care
and the Economy?
As a physician practicing internal medicine and palliative care/
hospice medicine at the LA County + USC Medical Center, my interest
in health policy arose in the early 1990s. Installments of the intense and
partisan debate over President Bill Clinton’s health care reform plan,
lead by his wife Hillary, appeared daily in the newspapers, radio, and
television.
Buoyed by the modest success of my book on the physician assisted
suicide/euthanasia debate titled, Euthanasia Is Not the Answer—A
Hospice Physician’s View,1 I jumped with my publisher’s support for
me to write a book on health care reform. With co-author Mary Ellen
McCarthy, PhD, a Wall Street financial analyst, I published The Right
- xi -
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Medicine—How to Make Health Care Reform Work Today.2 The book
advocated universal health care funded entirely with “sin taxes” on the
goods and services that contribute to diseases and injuries (i.e., tobacco,
alcohol, fossil fuels, violent media, junk food, etc.). Unfortunately, the
August 1994 date of publication was just before the midterm election
landslide victory for the Republicans. This took health care reform off
the radar for the next 10+ years.
While I enjoyed practicing medicine in a safety-net teaching hospital, I saw firsthand the dysfunction of money-driven medicine funded
primarily by diverse public insurers. Although most of my patients had
no insurance, I tried to give them the best possible care. The biggest
challenges I encountered were not with the patients but with the medical bureaucracy.
For instance, a hospice nurse and I instituted the “Pain and Palliative Care Service” for terminally ill cancer and AIDS patients in 1987.
It was very popular with patients, their families, nurses, and residents.
However, the unhealthy financial bottom line doomed the Service. The
Medicaid insurance that funded the LA County + USC Medical Center
paid primarily for acute care days in hospital ($3800 per day in the
late 1990s). The better my team’s palliative care controlled pain and
symptoms of advanced illness, the fewer patients needed to be in the
hospital, and the more potential Medicaid funding the hospital lost.
After my service cost the hospital an estimated $9 million in Medicaid
revenue in 1994, the administration closed my service in 1995.
I then became a whistleblower concerning the poor state of pain
management and palliative care for terminally ill patients and the
dysfunctional and wasteful system of government funding for indigent
patient care. The hospital administration retaliated by firing me and
taking my medical license. My book, Whistleblower Doctor—The Politics and Economics of Pain and Dying,3, 4 tells the story.
Being out of clinical medicine gave me the luxury of time to research and write about the pervasive dysfunction caused by financial
special interests dominating medical orthodoxy. I documented over 70
medical tests and treatments funded by public and private insurance
- xii -
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for which scientific evidence does not support efficacy or safety. Each
year, these medical interventions kill at least 75,000 Americans and
cost over $1 trillion. My next book, Money Driven Medicine—Tests and
Treatments that Don’t Work,5 appeared in 2006.
Medical interventions that I challenged included medications for
mild hypertension,6 cholesterol lowering pills, tight control of type 2
diabetes, bypass surgery for coronary artery disease, screening mammograms, screening prostate specific antigen (PSA) tests, and anticoagulants for atrial fibrillation7 and venous thromboembolism.8
This book, Grand Bargains, draws from my eye-opening experiences with patients in my medical practice. This book also derives from
my firsthand knowledge of the dysfunction in health care system financing, and draws upon my interest in integrating health care reform
with an institutional restructuring of the U.S. economy.

Obamacare, Political Polarization, and Changing the Public
Policy Conversation
Implementing any change in health care, welfare, or the other sectors of the economy has been difficult because of conservative versus
liberal polarization. For example, the Patient Protection and Affordable Care Act (i.e., Obamacare or the ACA) continues to be hotly debated among Democrats and Republicans. Policies on guns, abortions,
welfare, entitlements (i.e., Social Security, Medicare, Medicaid, etc.),
protecting nature, and national security are among many other divisive
issues.
Concerning Obamacare and other polarizing political and economic issues, this book does not favor the positions of either major
political party. Republicans can consider that my policy prescriptions
amount to repealing and replacing Obamacare. Democrats can rightly
believe that without their having passed the ACA the necessary fixes to
and overhauling of Obamacare detailed in this book would have never
been considered.
- xiii -
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I hope this book changes the conversation from simply arguing
whether Obamacare is good or bad. Starting from the reality that
Obamacare is the law at least until 2017, this book is about imagining
what public-policy grand bargains will help us to attain the best health
care and healthy living on earth.
Many analysts have written excellent articles as well as books and
delivered eloquent speeches detailing the dysfunctions of the health
care and economic strategies in the U.S. I will recount only as little as
necessary about what is wrong with the status quo medical and economic policies, in order to provide context for positive Grand-Bargains’
prescriptions for fundamental reform.
By design, the policy solutions proposed here address talkingpoints from the right and the left. Both sides have valid insights to
offer. Concerning the way forward for health care and the economy,
we need innovative, outside-the-box, new approaches to the issues that
conservatives, liberals, and others care about.
Few if any of the grand bargains proposed, taken as isolated policy
suggestions, would stand much of a chance with a polarized, hyperpartisan Congress and electorate. However, consider these 29 grand
bargains as a package or platform, containing ideas from the right, left,
and center. Imagine how these ideas might lead people of good will to
see solutions that will unite the long-divided and increasingly discouraged public.
For instance, few politicians favor raising the federal minimum
wage to $15 per hour—a projected cost of $660 billion in 2016 or nearly
4% of the projected GDP. Fewer still would vote for eliminating the state
and federal corporate income taxes ($557 billion in 2016) and freeing
businesses from providing most employee benefits (saving businesses
$1.6 trillion in 2016). Hardly anyone would vote for imposing almost
$1.9 trillion in new taxes on goods and services that harm health, the
economy, or the environment (e.g., tobacco, alcohol, fossil fuel, plastic
products, guns, too big to fail banks, etc.). Only politicians on the far
right would advocate for completely eliminating federal deficit spending ($530 billion projected for 2016) and beginning to pay down the
- xiv -
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$18 trillion federal debt. Only left-leaning politicians would support
finding over $3 trillion additional funds over the next decade for infrastructure expansion, repair, and rebuilding.
But consider enacting all of the above proposals at the same time.
Businesses could afford the higher worker wages with money left over
to hire millions more workers. Additional workers resulting from
business-friendly policies and infrastructure-building will grow the
GDP or, better yet, grow the economy qualitatively.
Consumption taxes on unhealthful products and services will
reduce the damaging effects of those products and services. These
targeted consumption taxes will reduce the need for income taxes and
job-killing business taxes. This will allow us to add tens of millions of
jobs and do away with deficit spending while heavily investing in our
infrastructure.
And this is just the beginning: the end result can be a superior standard of living characterized by much wider accountability and stronger
community for all to enjoy in health, safety and shared prosperity. In
the book chapters that follow, I will briefly summarize the well-known
problems that we face and then describe proposed grand bargains to
optimize health, welfare, education, freedom, prosperity, security, and
opportunity.
Don’t expect a panacea with minimal societal disruption. Disruptions may be monumental and highly challenging, but less difficult to
deal with than financial collapse and civil unrest.
As with any major change in society, individuals and groups may
vie for self-interested policies. My suggested fixes are designed to be fair
and flexible—not one-size-fits-all. They call for comprehensive policy
changes in conjunction with hard work, sacrifice by all, and unity of
purpose.
People who financially benefit from waste and dysfunction in various institutions of society will be challenged with undergoing changes
in their careers and in their lives. Millions of displaced workers will be
called to undergo life-affirming transformations to new occupations.
This process will be facilitated by the resources, power, and flexibility of
- xv -
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communities to bring about major institutional and societal changes.
As this book will show, many more good jobs will be created than lost.
The first chapter of this book provides an overview of my initial 22
of the 29 grand bargains for health care and the economy. The subsequent chapters describe in more detail the background and rationale
for the initial grand bargains and seven additional grand bargains.
These chapters will also delineate the mutually supporting interaction
of all 29 grand bargains into an overarching grand bargain for fixing
health care and the economy.
In the larger sense, a culture change will result for lasting benefit to
the individual, the community, the nation, and the planet.
We are all in this together, so let us use our collective power to
create what we want for a better tomorrow, starting now.

- xvi -

Chapter 1

Grand Bargains Overview

O

ur diverse society has found itself at the historic point of urgently
needing to forthrightly address widely diverse health and economic crises. We are a nation of reasonable and aspiring people willing
to share the burden to improve our collective lot in a changing world.
Strategies, solutions, and fair compromises for intractable issues need
to be allowed public hearing and debate. When ways forward are determined by consensus (or near consensus), they must be implemented
immediately.
It is not hyperbole to say that success in comprehensive changes in
our health care and economic systems is required for human survival
as we know it on the planet.
Health policy experts and ordinary citizens almost uniformly agree
that reforming our health care system means (1) improving health outcomes, (2) enhancing quality of care, (3) providing access to care for
all, and (4) reducing the cost. Targeting those four goals simultaneously
will be priority one of this book.
But health care reform in isolation is an impossibility. The connections between excellent health outcomes and economic well-being are
too strong. Consequently, health care reform must go hand in hand
with overhauling the entire economic system.
I define a well functioning, sustainable economic system as one that
1. supports full employment in jobs paying a living wage,
2. distributes resources equitably,
-1-
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3. fosters environmental sustainability,
4. taxes fairly in support of good outcomes for health, the environment, and the economy,
5. requires no debt to be passed to future generations,
6. advances liberal democracy,
7. allocates sufficient resources to affordable education,
8. promotes entrepreneurial innovation, and
9. promotes sustainable development worldwide in our interdependent global community.
Studies show that low-income urban populations generally suffer
poor health, especially if not sufficiently benefiting from a social safety
net. Accordingly, some grand bargains proposed in this book seek to
improve the various, root-causes of poverty and excessive wealth differences. Other grand bargains address the unmet needs of exceptionally capable, innovative, entrepreneurial people who are overregulated,
overtaxed, overworked, and stressed.

Culture Change Necessary to Accompany Health System and
Economic Changes
“Culture” has several definitions. I use the word to mean “the set
of shared attitudes, values, goals, and practices that characterize an
institution, organization, or group.”1 Our economic system, rooted in
our culture and cultural practices, affects health and the attempt to prevent and treat diseases. The proposed grand bargains in this book will
facilitate positive changes in cultural dynamics regarding health and
the economy. And vice versa, beneficial cultural changes will enhance
the positive effects on health and economic outcomes related to the 29
grand bargains proposed.
Most people would like to change our culture’s acceptance of highstress sedentary lifestyles, junk food diets, tobacco addiction, binge
drinking, prescription drug abuse, materialism, high levels of debt,
-2-
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excessive low-quality electronic media, ever looming violence, and
lax controls on environmental pollution. These destructive aspects of
our society cause some acute medical problems and promote many
preventable chronic diseases that account for about 75% of our chronic
disease health care costs.2, 3
The adverse health and economic consequences of aspects of our
way of life call for culture change. These aspects and their root causes
are determined by culture, in turn controlled by a society adhering
to sometimes unacknowledged cultural forces. To enable the needed
changes to come about, a deep shift in values is required, and has even
been underway. We live in the advanced form of Western Civilization
that has produced unprecedented material production and consumption. As the influence of materialism and focus on money grew, people’s
connections to nature and their forebears’ traditions and skills have
been all but severed. As the dominant culture has a hold on its members’ minds, society and its problems and crises are an outgrowth of
the culture.
To deal with our social, economic and environmental crises the
people will be emphasizing culture-changing methods and experimentation such as strengthening cooperative and communitarian models.
Deeper shifts should follow. This is not necessarily incompatible with
free-market capitalism as will be shown.
Transformation and upheaval in society are challenging and not
entirely predictable, but when rational and in the interests of the many,
transformation and reforms should assist people in adopting healthful
lifestyles and economic advantages that reduce chronic disease. Obesity,
cardiovascular diseases, over-consumption, unsustainable personal debt,
fossil fuel overreliance, failing schools, and welfare dependence confront
us all in one way or another. There is no top-down, one-size-fits-all solution—no number of federal or state government programs to fix our
problems. All these issues can be better addressed by local participatory
institutions that reinvigorate community and earn citizen support.
Harnessing “soft power” is a Grand Bargains’ approach for all of the
above problems. Joseph Nye, PhD, Professor of International Relations
-3-
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of Harvard University defined “soft power” as “the ability to attract
and co-opt rather than coerce, use force, or give money as a means
of persuasion.”4 We need to combine financial and human resources
together with soft power from diverse stakeholders to help drive beneficial cultural transformations.
Together with soft power, the grand bargains herein are designed
to help us transition to a health-promoting, life-affirming, prosperous,
sustainable culture.

Strategy for Health and Economic Policy Analysis
Americans are known for innovation, adaptability, and team work.
We may have an historic political window of opportunity to use those
attributes to discover the way forward to fix our health care and economic systems. Twenty-nine grand bargains will serve as a compass or
blueprint. With this guidance on ways to better our lives and the lives
of our children, Americans can strive together for common goals and
succeed.
The grand bargains articulated here need vetting and refinements.
Some of them may require significant changes. Our tools of democracy
(free speech, debate, polls, compromise, legislation, etc.) can improve
on what is here proposed.
Given the complexities of people, society, politics, markets, religion, and technology, many tradeoffs will be presented in this book.
Compromises will involve all classes of society, regions of the country,
and ideologies of the citizenry. Most of us might need to give up some
of perceived advantages we may have in the status quo in order to
achieve a better future for ourselves, our children, our communities,
and society as a whole.
While our institutions of health care, welfare, finance, law, education, business, and national security require urgent overhauls, the
workers in these professions are more heroes than villains. In truth,
we are all villains and all heroes. Though we suffer greatly individually
-4-
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and as a country from the dysfunctions of our economic and political
systems, there remains much good in our democratic form of government and capitalist economic system.
As Thomas Jefferson predicted over two centuries ago, periodic
revolution, “at least once every 20 years,” is “a medicine necessary for the
sound health of government.”5 Our vibrant democracy needs peaceful
revolutions in times of crisis so that it can evolve in ways that best serve
the people and the country. One miracle of this democratic country
is that educated, informed people can engage in open discussion of
complex, seemingly intractable issues and find creative and effective
solutions for individual and societal problems. As each new generation
must learn, our precious democracy is a “use it or lose it” proposition.
Using the tools and institutions of democracy to work together on our
problems counteracts cynicism, malaise, and alienation.
Conservatives as well as liberals will see their hot button issues addressed within each grand bargain to be described. Each grand bargain
relates to longstanding, unresolved, and interrelated problems. And
they are all related to our health.
This first chapter will be divided into grand bargains that are related
to health care and grand bargains throughout the rest of the economy.

-5-
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T

he first 11 grand bargains are health care related. Eleven more
grand bargains in this chapter will address economic issues in
other economic sectors. Finally, seven additional grand bargains will
be more thoroughly detailed in the chapters that follow.

Grand Bargain #1: Accountable Care Cooperatives (ACCs):
Centerpiece of the Grand Bargains
Obamacare calls for health care grand bargains “accountable care
organizations” (ACOs), owned by physicians, investors, and/or hospitals,
to provide coordinated, cost effective, quality care for patients, emphasizing “patient-centered medical homes” (physician-led primary care teams,
Chapter 3). Enhanced reimbursement rates for ACOs that follow the
Obamacare prescriptions for saving money while providing quality care
are the basic idea. However, studies of ACO performances have shown
little or no improvement in quality of care or cost control compared with
the status quo.6 Americans need a new model for health care.
The first grand bargain is to replace Obamacare’s ACOs with “accountable care cooperatives” (ACCs). ACCs will be constituted as nonprofit
cooperatives as defined by the International Co-operative Alliance’s
Statement on the Co-operative Identity: “autonomous associations of
persons united voluntarily to meet their common economic, social,
and cultural needs and aspirations through jointly owned and demo-6-
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cratically controlled enterprises.”7 Most of the other 28 grand bargains
require that ACCs replace ACOs in order to work.
Like Obamacare ACOs, ACCs will provide comprehensive health
care and preventive medicine services within patient-centered medical
homes (Chapter 2). Whereas Obamacare ACOs must all provide their
members identical health care and preventive medical services, diversity between ACCs in medical practice guidelines and human services
benefit packages is expected and encouraged (Chapter 9).
ACCs will have “global budgets” to fund all health and human services. A global budget is a fixed amount of money to provide all services
(medical, social-safety-net, and other). ACCs will be self-regulating as
far as what health care and other human services will be offered with
the available financial and human resources.
Cooperatively owned ACCs will offer much more than health care
and preventive medicine. In a fully integrated manner, ACCs will also
provide social services (Chapter 10), job placement (Chapter 12), legal
consultations and representation (Chapter 11), enhanced educational
opportunities (Chapter 16), financial counseling and guidance (Chapter 24), and much more. They will promote innovation, flexibility, and
solidarity within diverse communities. Successful ACCs will encourage
cooperation, volunteerism, and mutual self-help in local neighborhoods, schools, social services agencies, and places of worship.
ACCs will be communitarian in that members of each ACC will
likely, but not necessarily, share similar philosophies regarding health
care, human services, religion, personal finances, and even politics.
Members of an ACC will have access to similar services as other members of that ACC but not necessarily access to all services provided by
other ACCs. Each ACC member will benefit to the degree that all other
members receive high-quality health care, have good health outcomes,
pay affordable health care premiums, avoid civil or criminal litigation,
maintain meaningful employment, receive adequate wages, and give
back to the other members of the ACC.
Members of ACCs will be encouraged and expected to provide
input to ACC managers and each other about the policies and services
-7-
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of their cooperatives. Clinical practice guidelines and benefits packages
of ACCs will be in a constant state of flux based on member input, new
medical research findings, and health, social, and financial outcomes of
ACC members and those reported by competing ACCs.
The creation and operation of ACCs are key to slashing government
waste. Shifting various federal government programs to local ACC control
results in less bureaucratic control over our lives by Washington, D.C.
The role of a much downsized government will be to move out
of directly providing and dictating health and human services from
Washington, and working to accommodate competing private ACCs
to operate in a transparent free-market setting. This will provide the
political, economic, and cultural environment for diverse groups of
people to come up with their own unique health and human services
solutions. Comparisons of health and social outcomes of different ACCs
as related to clinical practice guidelines and benefit packages they offer
will drive ACCs to copy successful models and lead to steady public
health and economic progress.

Healthy Competition Between ACCs
ACCs will compete in devising strategies to help enrollees accomplish what most people want to do—improve their diets, avoid
lifestyle-related chronic diseases, attain maximal wellness, conserve
energy, steer clear of or handle litigation, find good jobs, obtain quality
education, manage money, retire comfortably on Social Security and/
or their pensions, support their communities, and assist in providing
for the security and liberty of the country.
Funding for ACC services (about $4.26 trillion in 2016, about
$13,000 allocated on average per membera) will come from government
health and human services budgets and from member premiums. We
start by shifting retirement savings (i.e., Social Security and pensions)
a $4.26 trillion (total revenue of ACCs) / 328 million (projected U.S. population in
20168) ≈ $13,000
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away from entrenched, inefficient and at times corrupt government
and corporate bureaucracies. These funds will transfer over to ACC
managers that are accountable to members (Chapters 19, 23, and 24).
ACC-affiliated credit unions and Savings and Loan Banks will then
manage about $1.72 trillion in 2016—about one-third of the gross
domestic product (GDP). b
Given that ACCs will provide comprehensive services and receive
a defined amount of funding, competition between ACCs will lead
to reductions of institutionalized waste and inefficiency throughout
health care and human services. Communitarian ACCs that compete
in a free market will also greatly facilitate the restructuring of the other
dysfunctional economic sectors.
Since ACCs will offer diverse health care and human services, they
will charge different health care premiums accordingly. People who are
dissatisfied with their ACCs will be able to change to other ACCs.

Expanding ACC Services
After I conceived of combining health care with social services
within ACCs, a major impediment to the design of my health care
reform plan arose—the world financial system meltdown. Beginning with the U.S. subprime home mortgage crisis in 2007, the still
unresolved financial system crisis demonstrated that U.S. society faces
multi-dimensional economic challenges. However, entrenched bureaucracies and corrupted special interests throughout the economy,
enforced by our increasingly polarized and plutocratic government,
make piecemeal reforms virtually impossible or ineffective.
Interrelated crises—wealth inequality, environmental degradation,
unsustainable energy consumption, water shortages, lack of immigration reform, education quality problems, terrorism, wars of choice,
b $6 trillion (total revenue of ACCs: $4.26 trillion health and human services +
$1.72 trillion retirement savings investments) / $17.9 trillion (estimated GDP in
20169) = 33.5%
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domestic gun violence, etc.—now threaten not only our economy but
also our freedom and security. Consequently, optimal personal and
population health outcomes require other sectors of the economy
(i.e., education, finance, agriculture, food services, transportation,
immigration, criminal justice, governance etc.) to function well. Thus,
personal wellbeing and economic security require that fundamental
restructurings extend throughout other institutions of society.
The new ACC key participants may well come from government or
corporate managerial positions. However, in the less bureaucratic and
more transparent ACCs, managers will be empowered to use flexibility,
innovation, and experimentation. They will find it easier to help the people
they serve than in entrenched government and corporate bureaucracies.
After the introduction of ACCs, medical insurance companies will
become ACC-affiliated financial services companies. The change of
terms is significant. The financial services company administrators will
not make any decisions about allocation of medical and other services
for enrollees (Chapter 18). ACCs will insure all the 300+ million U.S.
residents that voluntarily choose to join them. As will be detailed in
subsequent chapters, ACCs will provide affordable and universal access
to health care and other human services. Consequently, an individual
mandate to enroll in an ACC will not be needed or recommended.
Some ACCs will fail and their members will need to join better-run
ACCs. Each ACC will keep funds in reserve to protect members against
ACC bankruptcy.
To control health care and welfare entitlement spending over the
long term, the government’s contribution to ACCs will be frozen at the
2016 level.

Grand Bargain #2: “Direct Practice” Primary Care Providers
for All
Rushed clinic visits to overly burdened primary care providers
(PCPs: physicians, nurse practitioners, and physician assistants) do not
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serve patients or PCPs well. Unfortunately, Obamacare does not adequately address the crisis in primary care medicine. Many PCPs care
for more than 2000 people—too many patients, too much bureaucracy:
a prescription for burnout and substandard care.
Frustration of PCPs and patients with these conditions led to “direct practice” PCPs or direct primary care providers (previously called
concierge or boutique physicians) emerging in the 1990s. Direct practice PCPs do not bill public or private insurance for services to patients.
Instead, they charge the patients cash for more personal attention and
additional services. They limit their practices to about 750 patients on
average. Patients of direct practice PCPs receive added services such as
24-hour PCP access, PCP-accompanied specialist visits, longer clinic
visits, house calls, and same day visits.
The second health care grand bargain proposed is for every U.S. resident to have a direct practice PCP.
The Grand Bargain #2 involves the government’s commitment to
fund the training of additional primary care physicians, nurse practitioners, and physician’s assistants to provide for a ratio of patients to
PCPs on average of 750/1 (i.e., ranging from 500 – 1000). Then everyone can have access to a direct practice PCP.
Coordination of care of individual patients will be facilitated by
“patient-centered medical homes” (Grand Bargain #3) within ACCs.
Direct practice PCPs, as leaders of patient-centered medical homes for
patients will be primarily responsible for health services provided and
cost control in each ACC (Chapter 20).
The relatively low cost of training the additional PCPs required
to transition to direct-practice primary care will be recouped by the
efficiencies of transitioning to a well coordinated health care system.
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Grand Bargain #3: Direct Practice PCPs to Provide Primary
Care in “Patient-Centered Medical Homes”
According to the National Center for Quality Assurance, the seven
key facets of patient-centered medical homes include (1) enhanced
access to clinicians after hours and on-line, (2) long-term patient and
provider relationships, (3) shared decision making, (4) patient engagement on health and health care, (5) team-based care, (6) better quality
and experience of care, (7) lower cost from reduced emergency department and hospital use.10
These seven key features are goals that have not necessarily been
achieved by health care providers just because of the designation
“patient-centered medical home.” For instance, patient engagement in
health and health care depends largely on the resources of the health
care providers and the incentives for the patients to participate. Health
industry bureaucrats writing guidelines and lists of requirements for
patient-centered medical homes do not necessarily foster patient engagement or fewer emergency room visits.
As will be more fully detailed in later chapters, federal bureaucratic
metrics for measuring quality of health care are not yet ready for prime
time. Documentation of improved medical outcomes with current
versions of patient-centered medical homes has not been consistently
demonstrated. Reviews are mixed. Neither have overall cost savings or
reduced emergency room visits been the typical experience of patients
enrolled in National Center for Quality Assurance-designated patientcentered medical homes.11, 12
Fortunately, with ACC-based health care reform, the care provided
by direct practice PCPs (Chapter 3) and allied health workers will be
greatly enhanced with the shift to the model of care called “patientcentered medical homes.”
The third grand bargain is that direct practice PCPs will lead teams
of health care professionals, providing coordinated care for patients in
patient-centered medical homes.
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As will be detailed in subsequent grand bargains, a component of
ACC-based reform is for PCPs to have major new responsibilities. Direct practice PCPs will lead patient-centered medical homes in which
patients receive comprehensive medical treatment integrated with
medical specialists’ services and social services (Chapter 10). Preventive medicine services (Chapter 4), alternative treatments (Chapter 6),
long-term care (Chapter 6), and end-of-life palliative care (Chapter 5)
will also be major components of the patient-centered medical homes.
Cost control will be largely a PCP responsibility (Grand Bargain
#4 and Chapter 20). Since the total funding of ACCs must include all
enrollee services, PCPs and the rest of the patient-centered medical
home teams will be responsible to their patients for eliminating unnecessary tests and treatments and specialist referrals. Money saved by
cost-conscious medical practices will go to premium reductions and additional high-value services provided to enrollees by the ACCs. Health
care professionals will not receive bonuses for denying care to patients,
as is the common practice among medical insurance corporations.
Competition between ACCs will ensure cost-conscious efficiency
and continuous innovations, to improve services of the PCP led patientcentered medical homes, specialists, and health care support-workers.
As a result, ACCs will enhance the health outcomes of patients and the
overall public health.

Grand Bargain #4: Direct Practice PCPs will Assume
Responsibility for ACC Cost Control
Cost control initiatives in all sectors of medical care have all been
failures for over half a century. We currently have neither a functioning
medical market nor government price control. Nationally, health care
costs have skyrocketed 479% since 1980 after adjusting for inflation.13, 14
If we are to stop the unsustainable inflation in health care spending, an
effective mechanism for cost control must be implemented.
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People with private insurance cannot cost-consciously shop for
value in purchasing health care services. There is a lack of transparency in the charges for health services. For instance, people with back
aches or chest pain can greatly overpay for consultants if they have no
guidance from a health care professional that understands orthopedics
and cardiology and knows what local specialists are most skilled and
what they charge for services.
To control costs, ACCs will need to provide all services with a set
amount of money per member (or per capita)—i.e., under a capitated
budget. “Capitated funding” means a designated amount of money to
cover an entire population of patients (e.g., an ACC with more than 20
patient-centered medical home teams and more than 100,000 patients).
Someone or some group inside of each ACC must be designated with
the responsibility of controlling costs (Chapter 20).
The fourth grand bargain is to have direct practice PCPs become accountable to their patients and colleagues for overall ACC cost control.
Like Obamacare’s ACOs, the proposed ACCs will have health care
funded by member insurance premiums and by public insurance (i.e.,
transfers of funds from the government equal to 2016 budgets for
Medicare, Medicaid, Veterans’ Health Care, etc.). However, ACCs will
be self-regulating and will not need to adhere to government guidelines
about the allocation of medical services (Grand Bargain #5 and Chapter 9). Before making important financial or other policy decisions,
PCPs and ACC managers will seek inputs from all stakeholders (patients, health care workers, medical researchers, taxpayers, and policy
experts). With ACCs having capitated funding, all stakeholders will
benefit by eliminating worthless or harmful tests and treatments as well
as unnecessary bureaucracy in the delivery of excellent care.
Members’ premium-charges will be set by ACC managers after
input from all stakeholders. The amount of funding per person or per
capita (capitation level) will vary according to the member premiums
charged by ACCs. This kind of flexibility in payment system reform
will be needed to help fix the financial aspects of our broken health care
system (Chapters 18-20).
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Grand Bargain #5: Replace Government Health Care
Guidelines and Regulations with ACC Self-Regulation
Doctors increasingly make decisions about medical tests and
treatments for their patients according to clinical practice guidelines.
Highly influential academic physicians write clinical practice guidelines according to principles of “evidence-based medicine”—findings
from randomized controlled trials and other scientific substantiation.
However, drug and medical device producers generally fund the randomized controlled trials and employ the physicians that eventually
end up conducting the trials and writing the clinical practice guidelines. Safeguards to eliminate biases only prevent the most blatant and
obvious instances of the widespread inherent, related corruption.
Agencies of the U.S. Department of Health and Human Services
have issued many of the guidelines. For example, the Food and Drug
Administration (FDA) regulates drugs. The FDA determines what
drugs to approve and which to keep off the market. The Center for
Medicare and Medicaid Services decides which tests and treatments
will be covered and what fees the government will pay Medicare and
Medicaid providers for their services.
In reality, the identification of what works and what doesn’t work in
medicine is very frequently controversial. Examples abound of guidelinedriven clinical practices followed for years by physicians that subsequent
studies showed did harm to patients. Clinical guidelines change at a rapid
pace, indicating that many guidelines were erroneous in the first place.
There has been widespread corruption in the development of many
guidelines. Extensive harm to patients from following faulty guidelines
has occurred, such as giving 100% oxygen to premature babies, which
has lead to many instances of blindness.15 Seeking rigid conformity in
health care practices costs taxpayers and health insurance payers dearly.
What should we do?
We must abandon requiring universal compliance with health care
guidelines and mandates coming from federal or state governments,
insurance companies, or medical special interests.
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Consequently, the fifth grand bargain is to replace universal health care
guidelines by the government or expert authorities with ACC self-regulation.
Questions arise.
How should we monitor health care quality and safety without federal and/or state government experts telling physicians how to practice
medicine? If the federal government isn’t the entity that sanctions the
metrics used to measure the performances of physicians and health care
institutions (e.g., quality of care indicators), then who should do it?
We can incorporate the answers to these questions with an explanation of deregulation of health care.
Medical practice guidelines and benefit packages should still exist.
However, they should be decentralized. They should be determined by
physicians and other stakeholders of each ACC for that ACC.
Adhering to the status quo should be the default course of action
regarding each clinical practice guideline. However, ACC managers,
informed by collaborative input from all ACC stakeholders, should be
able to make changes. They should be able to institute what they believe
are interventions that will improve patient care and to eliminate coverage of what they deem to be unnecessary tests and treatments.
With decentralized clinical practice guidelines and different ACCs
offering alternative benefit packages, research into the relationships of
medical interventions and patient outcomes will be greatly enabled.
Consequently, progress in finding more effective treatments can advance
much faster than now. In this manner, a functioning health care marketplace will evolve. The marketplace will be characterized by intense
competition, increasing efficiencies, and ongoing quality improvement.
This free market in health care among private competing ACCs will
spawn a race to the top in quality and a race to the bottom in cost.

Grand Bargain #6: ACCs to Provide Long-Term Care
Of about 16 million disabled Americans requiring long-term care,
only approximately 1.6 million live in institutions. The rest remain
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at home receiving varying amounts of personal care (e.g., bathing,
dressing, and preparing meals) delivered by about 46 million unpaid
family members and friends, and about 1 million professional home
health aides. The home health aides, primarily low-income women,
are themselves unprotected by basic labor standards despite efforts in
Congress to institute appropriate regulations. Consequently, low pay
(averaging $9.62 per hour in 2007), long hours, provider burnout, and
high turnover undermine the quality of long-term care.16
Grand Bargain #6 is for ACCs to provide comprehensive long-term
care for frail elderly and disabled people (Chapter 6), and to provide for
the caregivers’ just compensation.

Grand Bargain #7: ACCs to Provide Oral Health Care
Dentistry is in crisis. More U.S. dental schools have closed than
have opened in the past 25 years. The number of dentists who retire
each year exceeds the number of dental school graduates by at least two
thousand. Access to oral health care, particularly among the poor, is a
major problem. Since the mid 1990s, oral health outcomes in the U.S.
have not improved overall.17, 18
Grand Bargain #7 is for oral health care to be included in health services covered and delivered by ACCs (Chapter 6). This is no mere policy
option, but something concrete that millions of us can sink our teeth into.

Grand Bargain #8: Merge ACC Health Care with
Social Services
The availability of quality medical care explains only 10%–15% of
the variation in the major health indices (i.e., preventable early deaths,
infant mortality, longevity, quality of life, etc.). The “social indicators of
health” (income, education, nutrition, social relationships, race, where
someone lives, etc.) account for nearly 80% of health outcomes.19 Genes
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account for less than 5% and the rest is attributable to the accessibility
and quality of health care. Consequently, social services should be better integrated with health care.
Grand Bargain #8 is to combine our health care and social-safety-net
(welfare) systems and allocate social services through ACCs.
I propose that federal, state, and local welfare-program administration and delivery be shifted to the ACCs. Within an ACC, there
will be perhaps 20-5000 patient-centered medical homes (i.e., serving
100,000 – 25 million members). Each patient-centered medical home
will serve its patients by coordinating diverse social service professionals (e.g., social workers, psychotherapists, child protective services
providers, etc.) and volunteers (church groups, mutual support organizations, etc.) in delivering social services. Patient-centered medical
homes within ACCs will deliver health care and social services in a free
market, according to their own guidelines and benefit packages. Some
social services professionals will be based in the offices of the patientcentered medical homes and others will be available for contracting as
needed.
Funding for social-safety-net services will come primarily from
block grants from the federal government. Due to controversies about
block grants for social services from the federal government to states,
block grants have been rarely utilized. The proposed greatly expanded
block grants that will be detailed will equate to the “risk-adjusted” allocations of welfare funds determined according to socioeconomic statuses of ACC members (Chapter 10). “Risk-adjusted” means that more
funds go for older, sicker, and more socio-economically disadvantaged
people than those who are younger, healthier, and more affluent.
To control welfare spending over the long term, the government’s
social-safety-net budget will be frozen at the 2016 level. When people
choose ACCs offering more or fewer services, this will be reflected in
higher or lower monthly premiums. In this way, people in the medical
marketplace will control their own costs by their choices of ACCs.
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Grand Bargain #9: Comprehensive Payment System Reform
with ACC Providers Deciding Medical Coverage
With medical benefit packages decentralized and clinical practice
guidelines decided by each ACC, our medical insurance system will
have to change.
The requirement for employers to be responsible for the health care
insurance for their employees and their families is unraveling. The “employer mandate” for employee health insurance has been an uneven,
unworkable policy and should end. The first change is for patients to
choose their providers and pay their own premiums to an entity that
will take responsibility for their employment opportunities (i.e., ACCs).
Secondly, the current system of private and public insurance companies deciding what medical tests and treatments to cover, and what
not to cover, has well recognized problems. Grand Bargains’ reform
will end medical insurance companies as we know them. Yet, we still
need someone to collect the premiums from ACC members and from
government programs (i.e., Medicaid, Medicare, Children’s Health Insurance Program, Veterans Administration Health Care, etc). Someone
will also be needed to pay health-care and other providers for their
services and to keep track of money received and spent.
Based on bad experiences of many people with insurance companies (public and private) that determine medical benefits for people, we
need to have some entity other than the money collector & dispenser
decide what medical interventions to fund and how much to pay for
covered services. The PCPs of the ACCs, in collaboration with other
patient-centered medical home members, with input from other stakeholders, are best positioned for that role.
Consequently, Grand Bargain #9 is to have comprehensive payment
system reform with ACCs—not insurance company administrators or
government bureaucrats—making all decisions about funding for medical and other services for enrollees.
As part of this grand bargain on medical payment reform, medical
insurance companies will change to “financial services providers” and
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remain in business since they will be vitally needed for ACCs’ functioning. Beginning in 2016, ACCs or their affiliated financial services providers will increase their number of enrollees to the entire population
and expand their financial administration services to include social
services, other human services, and entitlements (Grand Bargains #8,
#12, #17, and #18).
Underwriting will not be needed to buy medical insurance. The
amount of one’s premium will depend only on his/her age. No matter
what the health risks, the premium will not change. The ACCs rather
than the insurance companies will deal with complaints about coverage
of medical services. So ACC-affiliated financial services companies will
be able to cover all U.S. residents with greatly expanded services for about
the overhead costs medical insurance companies now incur providing a
mind-numbing array of health insurance products for a little more than
half of the people in the country.c The competition between ACCs will
keep financial services executives from being excessively compensated.
To earn the privilege of working with ACCs, financial services
companies will compete based on promptness, accuracy of service,
and cost per enrollee for revenue management. Each ACC will contract
with a financial services company to receive age-adjusted health care
premiums from members (Chapter 18). The same financial services
companies will also receive the government risk-adjusted health care
funds totaling the personal health care costs that are projected for each
year (about $3.3 trillion in 201620-2025, i.e., frozen at the 2016 level).
The ACCs’ financial services companies will also receive government
social services funds (about $500 billion in 201621-2025). Government
welfare programs (Medicaid, Obamacare, Children’s Health Insurance
Program, Head Start, Public Assistance, Government Subsidized Housing, Food Stamps, etc.) will then become administered in an integrated,
efficient manner by specialists in health care and social services from
ACCs. In this way, the federal, state, and local government services to
the public are much decentralized and more locally accountable.
c About 180 million U.S. residents covered by private medical insurance out of
about 325 million residents.
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Out of funds for health care and other human services received,
the financial services companies will pay for products (e.g., medical
devices) and services as directed by the ACC management. Decisionmakers in each ACC will determine the amounts to pay providers of
patient care and social services (e.g., salaries, consulting contracts,
fee-for-service, etc.). Who in each ACC become decision-makers will
be up to each ACC. However, ACC physicians and staff will not receive
bonuses for limiting medical interventions as Obamacare proposes for
ACOs.
Incentivized by medical marketplace discipline, comprehensive
health care and other services delivered by ACCs will align the interests
of patients, health care providers, and taxpayers. ACCs will seek the
most efficient and least wasteful allocation of resources for medical
care, preventive medicine, health promotion, alternative treatments,
and social services to optimize health and social outcomes. This approach will incentivize health care and other services to be coordinated,
innovative, and flexible.
ACCs will be able to adapt to local needs using local human and
material resources. Savings from ACC efficiencies in administering
health and social services funds will go to additional patient services
and/or to reducing medical premiums for patients. Competition between all ACCs, as they are self-regulated, will attract patients and will
be a major strategy for controlling the cost of enrollee premiums and
health care overall.

Grand Bargain #10: Reduce Administrative Complexity in
Health Care and Retrain Redundant Workers
According to the National Academy of Sciences, the health care
industry employs 810 medical administrators per $1 billion in products and services versus 50 administrators per $1 billion for the average
business.22 For patients, providers, and taxpayers, decentralizing health
care regulation and of reforming the health care payment systems as
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described in Grand Bargain #9 could save over $1 trillion per year
without reducing valuable services.
Since health services will be provided by private competing ACCs
with decentralized clinical practice guidelines, PCPs and specialists
will no longer need to deal with excessive medical bureaucracy. The
administrative integration of social services (Grand Bargain #8) and
of disability benefits (Grand Bargain #12) into competing ACCs will
further reduce paperwork and increase benefits to members.
Reducing all this administrative complexity will save lots of money
to benefit all ACC stakeholders. However, out of about 21 million jobs
in health care and social assistance today,23 it will also make redundant
up to a quarter of these workers. Consequently, the grand bargain to
reduce administrative complexity calls for millions of medical administrators to be retrained in order to move to other careers. The ACCs of
these displaced workers will be responsible for finding them other job
opportunities.
With Grand Bargains-based reform, the businesses of health care
and social services will be more about health care and social services
and less about paperwork and money. This necessary downsizing of
medical and social services bureaucracies will enable funding to train
and employ millions more medical and social services professionals.
These will include PCPs, other health care workers and human services
providers including social workers, financial counselors, educators, legal advisors, employment counselors, community gardeners, environmental restoration teams, etc. ACCs will employ many of these workers
within the ACCs or place them elsewhere in their communities.

Grand Bargain #11: ACCs to Adopt an “Enterprise Liability”
Medical Malpractice System
Tragically, the career consequences of a medical malpractice case
often lead practitioners not to admit errors. As a result, care provid- 22 -
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ing teams of clinicians miss opportunities to learn from mistakes and
improve system performance.
Medical errors causing harms to patients arise most commonly as
medical system problems rather than solely as mistakes of individual
practitioners. In a fair and just system, individual providers should not
be assuming all responsibility for adverse patient outcomes.
Grand Bargain #11 is for comprehensive malpractice system reform
to include ACCs’ assuming responsibility for all medical errors causing
patient harms. This type of medical malpractice system is called “enterprise liability.”24
The responsibility for patient safety will lie with the ACC (the
enterprise), so all physicians and allied health care workers will have
joint responsibility. Exceptions will be with intentional harm inflicted
by providers on patients, sexual misconduct, and adverse patient outcomes related to provider substance abuse. In those cases, providers
could be sued in criminal or civil courts. For physicians and other
health care workers that willfully harm patients or are deemed hopelessly incompetent or negligent by coworkers, ACC staff will have every
reason to fire them and report them to legal authorities.
In most cases, ACCs will consider medical errors “system problems” rather than mistakes caused solely by individual practitioners.
For instance, a physician writing the wrong dose for a medication
should be noted and the physician alerted by a nurse or pharmacist
reading the order. Each error causing an unfortunate patient outcome
will become an opportunity to help spur the needed corrections in the
system of health care delivery.
Enterprise liability will give each staff member of each ACC a stake
in ensuring that all its PCPs, specialist consultants, and other ACC care
providers are competent and diligent. It will provide a safeguard that
the entire organization works collaboratively to reduce risks of harm to
patients. Medical errors will be deterred because all ACC health care
providers and other employees will be rewarded by good reputations
for reducing the risk of errors.
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For services authorized by ACCs, physicians and other health care
providers will not need malpractice insurance. Safe medical practice
and error avoidance will be the mutual responsibility of all ACC care
providers. ACCs with providers that commit excessive errors that harm
patients will have a hard time competing in the competitive marketplace of ACCs. This kind of self-regulation of quality control will work
much better than the often capricious and error-prone involvement of
the medical malpractice system.
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H

ealth, health care, and outcomes of health care interventions are
strongly influenced by what people eat, where they live, what
work they do, whether they have legal troubles, if they have financial
security, their educational opportunities, how they travel from place to
place, and the stability and security of the community and the country.
These next grand bargains will address all these issues that indirectly
but hugely affect health care, health, and wellbeing.

Grand Bargain #12: ACCs to Provide Disability,
Unemployment, and Workers’ Compensation Benefits
Most of the disability claims projected to be paid in 2016 will be
through government programs—Social Security Disability,17 and Veterans Administration disability benefits.19 Workers Compensation18 and
unemployment insurance benefits also help people in need of financial
assistance due to employment issues. Complex medical problems, including malpractice allegations, may be involved in many cases. The
bureaucratic processes in these overlapping disability and employment
programs leads to a range of frustrating delays and unwarranted denials
on the one hand, to unjustified wasteful payment allocations on the other.
To take enterprise liability a step further, Grand Bargain #12 is to
integrate disability, unemployment, and workers’ compensation benefits
into social-safety-net services provided by ACCs.
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As administrators of all public disability and unemployment
insurance (Social Security Disability, Social Security Supplemental
Insurance, Veterans Administration benefits, unemployment benefits,
workers’ compensation, etc.), ACCs will determine fair compensation
for people who are disabled or otherwise not working for money. This
will greatly simplify disability issues and the often related problem
of unemployment. It won’t matter what is the cause of the disability
(e.g., medical malpractice or unfortunate accident). ACCs will have
the resources and the flexibility to provide fair compensation and opportunities to offer rehabilitation and appropriate employment. This
will not require adjudicating whether the problem was due to medical malpractice, to bad luck involving a medical intervention, or not
caused by a medical system encounter. Ascertaining blame takes a
lengthy, expensive, and error-prone litigation process that we have with
the current broken system.
Instead, all payments for medical malpractice occurrences and any
other disabilities will be the responsibility of the ACCs. ACC legal and
social services teams will mediate prompt and fair compensation to
patients for severe harm or disability by any cause.
ACCs will combine these overlapping disability benefits programs,
and assign “human services” providers to manage them. PCPs will
determine which enrollees are disabled and what disabled members
can still do. As will be detailed in Grand Bargain #14, ACCs will assist
all work-ready members to find jobs. For the most part, this will take
the place of unemployment dole payments. Our unemployment system is broken, bureaucratic and inefficient. The ACCs will receive the
unemployment revenue from the U.S. Treasury as part of welfare block
grants. ACCs will provide the assistance to unemployed people in a
manner that ACC stakeholders feel is most effective. For most people,
finding a job or entering a job training program will be most desired.
Competition between ACCs will be, in part, around the fairness,
equity, and flexibility in which they work with disabled and unemployed members, and with members hurt on the job or through their
medical misfortune.
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Grand Bargain #13: ACCs to Foster Legal System Reform
Torts and litigation in the U.S. consume about 2% of the GDP
compared with about 1% of GDP in other developed countries.21, 22
Our excessive litigation fees and unnecessarily high incarceration
rates themselves constitute injustice. Many feel unprotected by our
legal system and also feel that money unduly affects outcomes in legal
proceedings. While providing public defenders for indigent people
charged with crimes somewhat offsets corruption, discrimination, or
incompetence in law enforcement, poor people are still often treated
unfairly in the criminal justice system.
Grand Bargain #13 is for each ACC to provide prepaid basic legal
services for its enrollees, including those involved in the criminal justice
system.
Providing ACC members, especially youth, with educational, recreational, and employment opportunities will be among the methods
used by legal services departments in partnering with other ACC departments to prevent criminal behavior. Successful legal services teams
will substantially reduce the number of ACC enrollees sent to jail and
the recidivism rates of those released from jail.
Out of money saved from efficiencies and innovations in health and
social services, ACC managers will hire lawyers and paralegals charged
with advising clients about legal matters. Whenever possible, disputes
will be kept out of the courts. ACC legal teams will strive towards
fairness, justice, mediation, rehabilitation, and minimizing legal costs.
ACCs will not provide legal services for businesses of enrollees.
ACCs will compete with each other, in part, on the performances
of their legal services departments in minimizing the legal liabilities,
civil and criminal, of enrollees. With these ACC legal services in place,
overall litigation costs in the U.S. will drop as will costs for law enforcement, prisons, and courts.
For legal system workers made redundant by legal system reform, it will
be the responsibility of the ACCs to help them find other job opportunities.
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Grand Bargain #14: ACCs to Provide Jobs for Members
Franklin Delanor Roosevelt’s inaugural address was famous for the
phrase: “The only thing we have to fear is fear itself.” But, in that speech,
he also said: “Our greatest primary task is to put people to work.” And
he said the country should treat that task “as we would treat the emergency of a war.”23 So it is in the U.S. today. Improving health care and
health outcomes must involve dramatically increasing employment.
The usual theories and remedies for doing this, such as “trickle down”
economics and boosting monetary supply by the Federal Reserve, have
not countered the ravages of recession or the sending of millions of U.S.
jobs to other countries.
According to the “Employment Situation Summary” by the Bureau
of Labor Statistics for October 2014, about 20 million U.S. residents
were unemployed, working part-time for economic reasons, or wanting to work but too discouraged to actively seek a job.24 Another 60+
million or more people work in very challenging non-paying jobs:
parenting young children and/or caring for disabled friends or family
members.
The Department of Labor projects that this miserable employment
situation will be pretty much the same until 2022.19 This is not good
enough. We cannot let this become the new normal.
The way the U.S. economy is structured, businesses do not create
jobs. Demand is what creates jobs.22 Businesses have every reason to
dispose of workers. The marketplace incentives to reduce jobs include
high corporate income taxes, crushing medical insurance premiums,
payroll taxes, workers’ compensation, unemployment insurance,
foreign competition with cheap labor, government regulation, and
domestic competitors that overwork and underpay their workers.
We need multiple, complementary, game-changing grand bargains
that address economic needs of the workers and the employers.
Consider workers first (later grand bargains in this book address
employers’ needs): Grand Bargain #14 is for ACCs to provide jobs for
unemployed members so as to achieve at least 98% employment.
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Each ACC will have a “jobs department.” Staff members of ACC
departments of employment will have the task of assisting every workready ACC member to find a job. Financial resources that will be available to ACC jobs departments to keep members employed will include
the $500 billion federal and state welfare budgets (Grand Bargain #8)
and roughly $64 billion that the U.S. Department of Labor’s Employment and Training Administration spends trying to create jobs.25 ACCs
will also tap savings from reducing waste, inefficiency, and bureaucracy
in health care, to create tens of millions of jobs which will stoke the
economy.
ACCs will have the resources to pay up to 10 million (full-time
equivalent) stay-at-home parents for their child care. Another 10 million (full-time equivalent) or more ACCs members will be employed
to care for elderly or disabled relatives or friends.
As an incentive, ACCs keeping employment rates above 98% of the
work force will receive additional federal welfare funds. With Grand
Bargains’ reform, welfare from government agencies—which often fosters dependency—will be replaced by assistance from ACCs that will
be more flexible, accountable, innovative, and results-oriented.

Grand Bargain #15: Raise Minimum Wage to $15/Hour
Low-wage workers are increasingly resorting to public social services such as food stamps and Medicaid to make ends meet. Widespread
public protests have advocated for a living minimum wage of $15 per
hour.26 Some cities are enacting this new standard. The protesters and
local legislators make a valid point. Few can live on the current $7.25
per hour minimum wage and pay for essentials, let alone have any kind
of quality of life.
Overall, 25% of workers supplement their incomes with public assistance. Over 50% of fast food workers rely, in part, on public social
services.27 This amounts to a subsidy from the taxpayers to low-wage
businesses. While large corporations have more wealth than at any
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time in history, U.S. taxpayers—present and future—are bearing much
of the hidden costs of Wall Street’s boom. The solution is for employers
to pay living wages.
Grand Bargain #15 will be for the federal minimum wage to be increased to $15 per hour.
For roughly 75 million workers that currently earn less than $15
per hour, the cost of raising the minimum wage to $15 per hour will be
about $660 billion (Chapter 12). The minimum wage will be adjusted
upward or downward depending on the cost of living in different areas
of the country, using the MIT living wage calculator.28 Businesses will
have lots of help affording the higher minimum wage, according to several business-friendly grand bargains. Businesses will save a projected
$557 billion by the elimination of corporate income taxes (Grand Bargain #19). Additionally, the responsibility for most employees’ benefits
will be shifted from employers to the ACCs (Grand Bargains #9 and
#12), amounting to an additional over $900 billion saved by businesses
(Chapter 21).

Grand Bargain #16: ACCs to Provide Members Financial
Education and Counseling
Our culture is infected with “affluenza”—defined as “a painful,
contagious, socially transmitted condition of overload, debt, anxiety,
and waste resulting from the dogged pursuit of more.”29 Affluenza affects personal lives as well as our “consumer” economy. Trying to assign
blame for our dysfunctional economic system tends to divide rather
than unify people. At least to some extent, we are all villains and we
are all victims. Grand Bargains’ reforms focus more on answers than
on identifying the villains responsible for our wasteful consumption,
unsustainable debt, and economic mess.
The federal government Consumer Protection Agency is well intentioned, and employs very smart people. However, it has failed at
teaching ordinary people to become financially literate. All the finan- 30 -
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cial industry regulations enacted by Congress will not be enough to
keep many financially illiterate people from excessive indebtedness,
bankruptcy, and destitution.
A new public policy approach to foster widespread sound financial
management, regular saving, frugal spending, and eventual financial
security is what we need.
Grand Bargain #16 is to have financial education and counseling
provided by ACCs to members.
The grand bargain of adding financial education services to the
responsibilities of ACCs will be one of the game-changers to lead us out
of wasteful ways. Using federal block-grant funds, ACCs will promote
financial literacy and economic security for their members. While the
top 1% in wealth may not need help, ACCs will be well positioned to
aid the “99%” of middle and lower income people to become financially more secure. In the long run, this promotes stability and healing
of society, thus benefiting even the 1% as well.
ACC financial experts will also provide individual counseling.
These financial services specialists will aid members in shopping for
value and affordability in food, transportation, housing, education,
financial services, telecommunications services, energy, retirement
plans, and investments. This will drive down prices, as overpaying
becomes more rare. ACC financial counselors will help enrollees reign
in debt, understand mortgages and other loans, avoid being victimized
by fraud, manage their money, and save for a rainy day.
ACC will provide members with financial professionals charged
with increasing the efficiency of and reducing the cost of member
financial services. Consequently, the exorbitant aggregate cost of
financial services will be reduced. The savings can go to high value
economic activities that create jobs, strengthen communities, and help
the environment.
Since major health and social problems arise more often in association with poverty and financial mismanagement, educating people
on financial matters by ACC counselors will promote good member
health and socioeconomic outcomes.
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In an environment of ACCs competing in part on financial successes of enrollees, ACC financial services professionals will be incentivized to help enrollees utilize their financial services to full advantage.
Experimentation in approaches to offering financial services will lead
to steady improvements in financial security of ACC members.
Financial services workers that become redundant because of ACC
related efficiencies in the reformed financial system will have ACC assistance in finding new jobs.

Grand Bargain #17: ACCs to Administer Social Security
for Members
Nobel Prize winning economist Milton Friedman has called Social
Security a “Ponzi scheme.” Current entitlement spending, including
Social Security, robs future generations while potentially leading the
country towards insolvency. Economic reform to balance the federal
budget without entitlement reorganization is an oxymoron. Simply
cutting benefits without dealing with fraud, waste, and inefficiency in
the government’s administration of entitlements will increase wealth
inequality and lead to social unrest. We need fair and equitable entitlement reform.
Grand Bargain #17 will transfer the management of Social Security
to the ACCs.
The federal government will continue to collect Social Security
payroll taxes. However, the Social Security Administration will transfer the money to ACC-affiliated credit unions/savings & loan banks
(S&Ls). The credit unions/S&Ls will distribute Social Security benefits
to members. Social Security will no longer be a responsibility of the
federal government except to collect the payroll taxes and transfer the
payroll tax revenue and the Social Security Trust Funds now in the U.S.
Treasury to the ACCs (Chapter 23). ACC-affiliated credit unions/S&Ls
will invest the Social Security in-reserve funds into home mortgages
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for members, foreclosed homes, other properties, job-creating social
benefit businesses, and other investments.
Social Security benefits being administered by ACC-affiliated
credit unions/S&Ls will accompany coordination of comprehensive
financial and social services (Grand Bargains #6-#8, #12-#18, and
#20-#22) for those currently receiving Social Security. Those who are
now paying into Social Security will appreciate the ACCs’ providing
long-term stability and security that the funds will not run out or be
diminished (Chapter 23). This entitlement reform will also bolster the
solvency of the federal government. By distributing the Social Security
Trust Funds to ACC-affiliated credit unions/S&Ls, ACC management
of Social Security will enhance the health and sustainability of local
economies throughout the country (Chapter 24).

Grand Bargain #18: ACCs to Administer Pension Plans
for Members
The Pew Center for the States estimated that states’ public pension plans across the U.S. were underfunded by $1.4 trillion in 2010.30
Employee contributions into public pension funds dropped due to
the difficult economic times of the Great Recession. State and local
governments also decreased pension contributions as they struggled
to maintain vital services with declining revenues. In an effort to make
up for the huge pension fund deficits, public pension funds have been
going into risky investments. Public pensions are doing somewhat better now, in part because of the five year bull market on Wall Street.
However, another downturn in the economy could create another pension fund solvency crisis.
Assigning blame for unsustainable pension obligations for public
sector employees does not help. Perhaps the system can be fixed with
a plan acceptable to both liberals and conservatives. Shifting public
servant pension obligations from government agencies to ACCs is the
perfect fix.
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Grand Bargain #18 is for ACCs to administer public and private sector pension plans.
Given the unsustainability of worker pension costs for many federal, state, and local government agencies,31 ACC-affiliated financial
services companies will take over management of new pension saving
accounts of government workers and receive subsequent contributions. Existing pension accounts with investment funds will remain in
place under the current management and closed to new contributions.
As new ACC pension accounts are created, ACCs will negotiate with
government employees or their unions about the terms and conditions
of the eventual distributions of their ACC-managed pensions.
Agencies of the government will fund each employee pension by
sending the monthly contribution of funds to the employee’s account
in the ACC-affiliated credit union/S&L. The ACCs will integrate pension disbursements into the social and financial services that members
receive.
Since state and local governments will shift the responsibilities for
funding health and human services to ACCs, the fiscal conditions of
these governments will improve, allowing them to fully fund their pension programs for past and current employees. This will allow state and
local governments to get back to solvency, to provide needed services,
and to again take on important new projects for the public good.
Private sector pension plan defaults nearly made the Pensions
Benefits Guarantee Corporationa become insolvent during the Great
Recession.32 Millions of workers took big cuts in their expected savings for retirement. Taxpayers will be at risk if another wave of private
pension plan defaults occurs. For the security of private sector workers
and taxpayers, Grand Bargains reform calls for private pensions to also
be managed by ACC-affiliated credit union/S&Ls on a voluntary basis.
Since this will be safer and easier for employers and employees, most
workers and employers will choose ACC-managed pensions.
a Pensions Benefits Guarantee Corporation is a federal government agency that
serves as an insurance company for private corporate pension plans (Chapter 24).
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Grand Bargain #19: Taxing Consumption More Than Income
Direct practice primary care providers, clinical practice guideline
deregulation, and ACCs integrating health care with social, financial,
legal, and employment services will have plenty of resources to improve
public health. ACC-directed and -coordinated services will also begin
to lower costs of health care, welfare, financial services, entitlements,
and the government itself. However, tax reform will be needed to simultaneously further improve health outcomes, reduce income inequality,
facilitate environmental sustainability, balance the federal government
budget, incentivize job creation, and spur economic growth in terms
of quality of products and services, not just quantity (as in the GDP).
Grand Bargain #19 is to restructure the federal and state tax systems
to tax consumption more than income.
I propose almost $1.9 trillion per year of federal consumption taxes
on the following commodities and services:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

tobacco
alcohol
freshwater
plastics
trades of equities on the stock market
guns (Grand Bargain #29)
holdings of too big to fail banks
internet connection services
health and environmental imprint of imports
fossil fuels and nuclear energy

These new taxes will be offset by completely eliminating the federal
and state corporate income taxes and the federal and state personal income taxes on individuals earning less than $60,000 per year or couples
earning less than $120,000 per year. For the high earners (roughly 10%
of current income tax filers), our current system with graduated tax
rates and myriads of complicated deductions will be replaced with a
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revenue neutral flat tax of 25% of taxable income. Deductions will be
eliminated. Filing tax returns will be easy.
Drastically reducing the number of income tax filers and the complexity of filing will reduce the cost of compliance with the Internal
Revenue Service code by an estimated 90% (i.e., instead of $200 billion
per year currently, it will cost no more than $20 billion). Administration of consumption taxes will be relatively simple, costing at most half
of the current costs of income tax compliance (i.e., consumption tax
compliance will cost no more than $100 billion in 2016). This will mean
the loss of jobs involved with compliance with the IRS code. ACCs will
retrain these people in other occupations and assist them in finding
new jobs.
The Grand Bargains’ consumption taxes will be levied on the above
commodities and services that have negative health, economic, or
environmental consequences (Table 1, Chapter 21). A tax on the labor
of undocumented immigrants will also be levied (Grand Bargain #20
and Chapter 14), although they will be paid the new minimum wage
of $15 per hour.
Eliminating the corporate income tax will have a major immediate
benefit on jobs and the economy. Over a trillion dollars in tax sheltered
overseas corporate income will be repatriated to create jobs and boost
U.S. economic growth. Companies will save tax money by bringing
their earning back to the U.S.
The new taxes will reduce federal deficit spending to zero. As a
bonus, about $1 trillion per year will be saved by consumers by (1)
decreasing the consumption of the highly taxed commodities and
services, (2) by reducing health care costs associated with the taxed
commodities, and (3) by reducing the cost of compliance with the tax
code. Health care premiums will go down over time because reduced
utilization of the items taxed will mean fewer diseases and injuries.
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Table 1. Consumption and Undocumented Immigrant
Labor Taxes to be Levied and Money to be Saved
Tax revenue
generated
($billions)

Money saved by
less consumption
($billions)

Other money
saved
($billions)

Tobacco

$27

$14

$40

Alcohol

$75

$50

$60

Nonrenewable energy

$700

$343

$40

Water

$300

$130

-

Plastics

$150

$100

-

Equity trades

$150

$10

-

Guns

$50

-

$30

Systemic risk banks

$50

-

-

Electronic media

$120

-

-

Imported goods

$240

$120

-

Undocumented
labor tax ($3/hr)

$60

Item for the tax

Income tax system
compliance cost savings
Total

$80
$1922

$767

$250

Grand Bargain #20: Comprehensive Immigration Reform
If we could somehow suddenly deport all 11 million undocumented immigrants that are peaceably living and working among us,
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the economy, particularly agriculture, would suffer greatly. Ongoing
prosperity in the U.S. depends on attracting hard-working immigrants
with skills and talents that we have in short supply. Both highly educated professionals and less educated agricultural, food service, and
domestic workers can help our country prosper.
Grand Bargain #20 is to allow undocumented immigrants to remain
in the U.S. with a path to citizenship. Employers of illegal immigrants will
pay a tax of $3 per hour on their labor.
With this proposed grand bargain on immigration reform, immigrants (undocumented as well as legal) will be eligible to enroll in
ACCs. However, they will need to pay the full costs of their insurance
premiums and will not be eligible for social-safety-net funding until
they become citizens. Only by paying taxes and ACC insurance premiums for all previous time spent in the U.S. will immigrants be eligible
for eventual citizenship.
Retaining innovative, hard-working, highly-motivated immigrants
will enhance our economy, our diversity, and our quality of life. Additionally, billions of dollars per year will be saved by less bureaucracy
and policing/militarization of immigration, legal and illegal.

Grand Bargain #21: ACCs to Lead Experimentation with the
Education System
People with more education live longer, earn more money, contribute more to their communities, and have a better quality of life.
Educational achievement is a major social indicator of health. Highly
educated people are less likely to receive welfare and will usually
have smaller families. Prosperity—not necessarily defined entirely by
money—depends on excellence in education.
Deficiencies in some aspects of our educational system threaten
our competitiveness in the global economy. Politicians debate about
whether more charter schools, more testing, higher pay for teachers,
more of any of the current policy prescriptions of the Department
- 38 -

grand bargains in non-health care sectors
of Education will fix our schools. Liberals complain that teachers are
underpaid and undervalued. Conservatives gripe that teachers’ unions
and school system bureaucracies are out of control. Without taking
sides on these polarized arguments, it’s fair to say that here is no “onesize-fits-all” solution.
Grand Bargain #21 is to give ACCs an education mandate. U.S.
Department of Education funds will be channeled through ACCs to communities, supplementing for society the financial and human resources
of public and private schools. Along with the education funds comes the
authorization for ACCs to find their own supplemental approaches to
attaining educational excellence.
We need to experiment to achieve educational excellence. Different ACCs will try different approaches to enhance the education of
students. This will require that ACCs employ educators to listen to and
work with teachers, parents, students and school district administrators. The strategies that work will be replicated widely.
Since people will choose their ACCs, educational excellence and
positive impacts of the use of ACC education funds will be part of the
competition for members between ACCs.
As with other grand bargains, some people will be displaced from
jobs. Public education system administrators made redundant by the
shift of education funds to ACCs will be assisted in finding other jobs
by their ACCs. Net employment in education and funding to education
will be expected to increase substantially.

Grand Bargain #22: ACC Members to Enhance National
Security as Development Workers
The mission of the Department of Defense has always been “to
provide the military forces needed to deter war and to protect the
security of our country.”31 However, the characterizations of threats to
the security of the U.S. and the nature of military combat have both
changed dramatically in the past 100 years. For instance, the threat due
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to terrorism has become transnational as well as domestic in the last
decade. Consequently, we need to fundamentally reassess how best to
protect ourselves from danger coming from outside and inside the U.S.
borders.
To deter war and terrorism, we need to understand the causes
of major conflicts at a deep level. Then we must proactively work to
prevent social injustice, religious intolerance, prejudice, and inequity
in economic opportunity. By addressing the breeding grounds for extremist ideologies, we can prevent incidents escalating into wars or acts
of terrorism.
Deterring war and terrorism should be mainly about partnering
with people around the world to help them develop. We can teach them
strategies to combat poverty, facilitate education, institute sustainable
farming methods, build clean drinking water systems, and promote
public health. This will not only help stabilize and enrich their lives, but
it will build good will towards us.
Grand Bargain #22 is to generously fund Third World development
programs run by nonprofit organizations staffed, funded, and monitored
through the ACCs.
An example of a suitable nonprofit to partner with ACCs in humanitarian aid work would be the United Nations Peacebuilding
Commission that supports multidimensional peace efforts in countries
emerging from conflict.32 Their mission is to help prevent relapses into
fighting. Success in this crucial field is underappreciated and rarely
noticed. Development work is greatly underfunded.
The Congressional Budget Office projects a major decrease in
national defense spending over the next decade as a proportion of
the GDP. This national security grand bargain will more than offset
the decline in spending and jobs in national defense. At a time that
the military Joint Chiefs of Staff are planning to cut tens of thousands
of men and women from the military service, this will be a huge job
creator. The increases in spending will be exclusively for development
in Third World countries.
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ACC members’ bolstering national security in foreign country
development jobs completes the spectrum of services to be provided
by the various departments of the ACCs.

The Big Picture of ACC-Based Health Care and
Economic Reform
Figure 1 illustrates the relationship of ACC enrollees with professionals in the various ACC departments. Each ACC will provide
comprehensive services to members. Flexibility and innovation will
be incentivized. Staffing for the ACCs will come from current government workers from agencies that become downsized or eliminated
and from providers of health and human services in the private sector.
Since ACCs will manage about $6 trillion in 2016 (one-third of the
economy), employees will have to number > 60 million (one-third of
the workforce).
Table 2 shows the status quo sources of U.S. government revenue
for 2016. Note that over half a trillion dollars will be borrowed. This
high national debt (over $19 trillion in 2016) jeopardizes our national
security and economic sustainability.
Table 3 details projected government revenue after a shift from a
largely income-tax based system to less income tax and a predominantly consumption tax system. Federal government borrowing will be
eliminated and over $400 billion of additional revenue will be raised to
invest in long deferred infrastructure projects, pay some of the national
debt, strengthen national defense, shift social taxes to federal block
grants, and apply to other priorities.
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Figure 1. Relationships of ACC Enrollee to ACC Components
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Table 2. U.S. Federal, State, and Local Government Status
Quo Revenues Projected for 2016 ($billions)33
Sources of U.S. government revenue
Federal
Taxes, fees, insurance
Individual income
Corporate income
Social insurance
Old age and survivors
Disability (SSI)
Unemployment
Hospital insurance
Business and other
Ad valorem taxes
Excise
Transportation
Other
Borrowing
State and local revenue
Individual income
Corporate income
Social insurance
Unemployment
Retirement
Business and other
Utility/liquor
Fees and charges
Health
Ad valorem taxes
Excise
Sales
Property
Transportation
Licenses
U.S. government taxes + borrowing
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2016 projected revenue
4100
3570
1648
502
1130
690
120
60
250
60
220
60
50
110
530
2711
336
55
380
80
300
370
150
460
150
1110
60
490
420
80
50
6810
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Table 3. U.S. Federal, State, and Local Government Revenues Projected
for 2016 ($billions) with ACCs and the Grand Bargains
Sources of U.S. government revenue
Federal
Taxes, fees, insurance
Individual income
Corporate income
Consumption taxes
Trading equities
Nonrenewable energy
Plastics
Tobacco
Alcohol
Guns
Water
Systemic risk banks
Electronic media
Imported goods
Immigrant employment
Social insurance
Old age
Disability (SSI)
Unemployment
Business & other
Ad valorem taxes
Excise
Transportation
Other
Borrowing
State and local revenue
Individual income
Corporate income
Social insurance
Unemployment
Retirement
Business and other
Fees and charges
Health
Ad valorem taxes
Excise
Sales
Property
Transportation
Licenses
Total U.S. Government revenue
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2016 revenue
4676
4676
1400
0
1862
150
700
150
27
75
50
300
50
120
240
60
1074
901
173
0
60
220
60
50
110
0
2566
326
0
300
0
300
370
460
0
1110
60
490
420
80
50
7242
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Competition between ACCs will reduce waste and inefficiency allowing for ever improving services.

Summary and Conclusion
Our democracy, with economic and political power concentrated
in the federal and state governments, has served us well in many ways
since the founding of the U.S. However, our systems of health care,
welfare, and entitlements being provided by government bureaucracies have become dysfunctional and the increase in wasted resources is
unsustainable. Political polarization, economic stagnation, increasing
inequality, and unsustainable consumption of limited and pollutiongenerating resources now threaten our security and way of life. These
intractable and increasingly urgent issues should lead us to consider
fundamental system changes.
Partially decentralizing economic and political power into private,
competing Accountable Care Cooperatives, comprising about onethird of the economy, will be a game-changer. ACCs, as communitarian
organizations accountable to all members, will harness market forces
to provide high quality health care that is universally accessible and
affordable. Full integration of health and social services with selfregulated ACCs, a free-market health care environment will drive innovation and efficiencies. ACCs can reinvigorate our systems of health
care, welfare, education, finance, law, government, and other sectors.
They can bolster our economic and cultural strengths.
The grand bargains so far previewed will decentralize decision
making and accountability in health and human services. They will
empower individuals while strengthening democracy. Thousands of
democratically run ACCs will provide an end run around the crippling
polarization in our plutocratic, corporate-controlled, waste-ridden
country. ACCs will unify the nation toward overcoming our formidable
health-care, economic, and cultural challenges. They will also enable us
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to reform pockets of corruption, inefficiency, overconsumption, and
waste interspersed throughout each of our economic sectors.
During the period of transition to ACCs, GDP may go up or down.
However, long-term GDP growth will be driven by increasing employment by at least 40 million workers and fostering a business friendly
environment. Millions of infrastructure project and national defense/
foreign development jobs will supercharge the productive economy.
Since the corporate income tax will be gone and employee benefit costs
drastically reduced, big corporations and small businesses will be able
to afford higher employee pay.
Simplifying the tax system and shifting it more towards consumption taxes will create jobs and enhance entrepreneurism and innovation
in business. As a result, over a trillion dollars in tax sheltered overseas
corporate income will be repatriated to create jobs and boost U.S. economic growth.
Introducing communitarian ACCs to administer one-third of
the economy will reduce wealth inequality while it spurs competition
and entrepreneurial innovation. These culture-shifting moves will
synergistically curb overconsumption and foster environmental and
economic sustainability. The marked improvements in employment
opportunities, the economy, and culture will also enable more time for
family, community, and individual health promotion.
The best days will be ahead for people in the U.S.
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Accountable Care Cooperatives

I

hailed the passage of the Patient Protection and Affordable Care Act
(ACA or Obamacare) as a significant step toward improving our
broken health care system. Without this law, we would remain stuck
with the dysfunctional status quo in health care. However, I think most
of the Republican criticisms of the ACA are well taken. Thankfully, the
ACA probably will not be repealed over President Obama’s veto until
Democrats and Republicans collaborate to create something better to
modify or replace it.
Unfortunately, the patient-centered medical home prescribed by
Obamacare does nothing meaningful about controlling costs and too
little to improve access to care and quality of health care services.1 While
Obamacare incentivizes adding social workers to patient-centered
medical homes, it does too little to fully integrate social services with
health care. Solutions to local clinical problem just don’t magically appear due to top-down government mandates.
As mentioned in the Chapter 1, the central concept in this book is
to replace the Obamacare “accountable care organizations” with “accountable care cooperatives” (ACCs). This chapter will explain in more
detail how I envision ACCs, why we need them, and how they will
facilitate reforms in health care as well as other sectors of the economy.
In 2016, thousands of private, competing ACCs will begin providing comprehensive health services. Just as ACCs turn out to be just
the right institutions to reform health care, ACCs will provide socialsafety-net services (welfare) and other human services. Given that
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ACCs will be working with global budgets,a they will be mandated
to control spending. Staff and members of ACCs will collaboratively
determine their own priorities and methods to achieve fiscal discipline
(Chapter 9). However, as the first priority, they will compete to achieve
good patient outcomes in health, welfare, education, financial security,
employment and in other spheres. Without good health and other
outcomes for members, an ACC will risk losing members and going
out of business.
ACCs will be disruptive to individuals, the society, and economy—
but in a good way. At least 60 million people will need to start working
on a new job or change jobs. An estimated 40 million more jobs will be
created than will be lost.
Historically, disruptive influences on societies have caused job
losses leading to crises in the lives of many people. However, many
economic disruptions in the past have led to increased employment in
more productive and fulfilling occupations, improvements in quality of
life, and accelerated economic growth.
In the U.S. one hundred years ago, about 80% of people lived and
worked on farms. Industrialization and technological innovations led
to a mass exodus from the farms to factories and to blue collar and
white collar service jobs in the cities. These radical changes disrupted
the lives of many people. For example, my grandparents were the last of
many generations to live on a farm in a small western Virginia village.
However, the quality of life and the standards of living widely have
vastly improved because of the disruption of industrialization. Many
new jobs were created and productivity soared.
At the local community level, ACC staff and members will have
both the resources and the mandates to work together in overcoming
diverse and seemingly intractable challenges—diet related epidemics
(e.g., obesity, cardiovascular disease, and cancer), poverty, food insecurity, wealth inequality, homelessness, excessive incarceration, barriers
to educational opportunity, environmental degradation, etc.
a Global budget: a defined amount of money from member premiums and
government funding to provide all health and human services for all members

- 48 -

accountable care cooperatives
Given the roles of churches, temples, and mosques in helping those
in need and in fostering ethical conduct, the religious community
will likely take leading roles in ACCs. Integrated health care services
providers that are currently operating (e.g., Kaiser Permanente, Mayo
Clinic, etc.) will likely become ACCs and continue serving their members. However, they will offer greatly expanded programs and benefits.

Advantages of ACCs over Obamacare ACOs
Currently, most privately insured people have insurance through
their employer, so the employer, not the employee, makes the choices of
health care coverage and providers. Typically, employees may have one,
two, or three choices of insurance companies. Those companies decide,
often arbitrarily, what to cover and how much to pay. Even people who
have a wide choice of insurers still have little choice in what health
services their money is buying. However, many have no options but
to remain with their employer-selected company or go without health
care insurance.
Obamacare’s ACOs offer choices between “Platinum, Gold, Silver,
or Bronze” insurance, representing a confusing mixture of deductibles,
co-payments, and other charges. Premiums will be highest with platinum level insurance and deductibles and co-payments lower. Bronze
insurance with the lowest premiums will stick you with 40% copayments for expensive procedures (e.g., for a $20,000 hospitalization,
an $8000 copayment). This hardly protects low income people from
catastrophic bills. Obamacare is not designed to reduce out-of-pocket
expenses of medically insured people.
With ACC-based reform, health care will be separated from employment—no more employer mandate to provide health care for employees. Patients will be able to choose between competing ACCs that
offer care with significant differences in clinical practice guidelines and
patient benefit packages. That is to say that ACCs will be self-regulating
(Chapter 9). ACCs will provide comprehensive health coverage to all
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enrollees with much greater simplicity and transparency concerning
premiums and co-payments.
Both ACCs and ACOs can consist of local networks of physicians,
hospitals and their affiliated physicians, or fully integrated health
systems like the Mayo Clinic or Kaiser Permanente (i.e., health maintenance organizations or HMOs). However, unlike ACOs, ACCs will
be owned by members rather than by hospitals, doctors, and investors.
For rare medical conditions with limited numbers of excellent care
providers, ACCs will find it much easier to contract with subspecialists
outside of their local networks. Indeed, subspecialists will endeavor to
forge relationships and contracts with as many ACCs as possible.
Alternative therapies appeal to a large percentage of the population.
ACOs typically do not cover alternative therapies (e.g., midwife assisted home births, platelet rich plasma injections for musculoskeletal
pain, massage, acupuncture, etc). With the choice of competing ACCs,
people can shop for the ACC that covers their alternative therapies of
choice (Chapter 6).
Compared with ACOs, ACCs will have more financial and human
resources to fully integrate social services with health care (Chapter
10). ACCs will be one-stop shopping for health care, alternative therapies, social services, and many other human services. People will be
able to choose the ACC that gives them the most of what they want.
In 2016, about one-third of the U.S. GDP (about $6 trillion) will be
administered by ACCs that are responsible to their members. For instance, ACCs will have more flexibility and resources to provide poor
people healthful food, affordable shelter, jobs, financial services, etc.

Reducing Administrative Waste with ACCs
The U.S. Department of Labor projects that jobs in health care supportive services will increase by 28% over the next decade, the greatest
increase of any occupation.2 However, we already have way too much
paperwork in health care. We don’t need more.
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One example of excessive federal government regulation that unnecessarily increases administrative complexity is the “International
Classification of Diseases, Ninth Revision, Clinical Modification (ICD9-CM).” In order for physicians to bill Medicare for a service to a patient, they must include the “clinical modification ICD-9 codes” for the
diseases, signs and symptoms, abnormal findings, complaints, social
circumstances, and external causes of injury or diseases. Additionally,
there are ICD-9 procedure codes for doctors to utilize.
In October 2015, the Center for Medicare and Medicaid Services
will require physicians to switch to the new ICD-10 codes. Whereas the
ICD-9 codebook includes over 14,000 different coded items, ICD-10
will have over 68,000 codes. For instance, there will be two different
codes for getting struck or bitten by a turkey (ICD-10 codes: W61.42
or W61.43).3 There will be nearly as many chart coders as primary care
physicians in the U.S.
As mentioned in Chapter 1, reducing the administrative complexity of health care and social services to that of the average business
would save hundreds of billions of dollars a year. However, ACOs are
not designed to reduce administrative waste. On the other hand, with
ACC-based reform, competition between ACCs together with the
elimination of government regulations will cause health care and social
services paperwork to dramatically decrease.
With ACC-based reform, savings from reducing administrative
complexity will go directly into reducing medical insurance premiums
and providing more services that members want. Redundant medical
administrators will be retrained for other jobs, including providing
other services through the ACCs.

More Advantages of ACCs
As mentioned in the book overview (Chapter 1), ACCs will be
owned cooperatively by the enrollees. Joint ownership of the ACCs by
the members will increase trust in these cooperatives. Joint ownership
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will also foster a willingness to volunteer to help others for the sake of
the common good.
According to the definition of “nonprofit cooperative,” each ACC’s
enrollees will share “common economic, social, and cultural needs and
aspirations.”4 ACC enrollees, staff, health care professionals, and other
employees will all have a stake in aligning the interests of patients,
health care providers, and taxpayers in reducing waste and maximizing valuable services. Patients, service providers, and administrators
will all benefit from patient choice, transparency, efficiency, and accountability. Competition between ACCs will drive continuous quality
improvement.
Constituting health care delivery organizations as self-regulating
cooperatives will serve to counter the increasing cynicism about the
corruption by special interests in medicine. If an ACC’s health care
costs become unaffordably high, ACC enrollees will not be able to
blame their insurance company, the FDA, or health care special interest
lobbyists in Washington, D.C. Instead, members will be able to work
with ACC staff and service providers to obtain the spectrum of ACC
health care and other services that best meets their needs at the prices
they are willing to pay.
Cooperation, trust, evidence-based medical care, and altruism will
be needed to address the tradeoffs that will continually arise. Disagreements and conflicts concerning covered health care interventions and
other services will occur. These issues will not be settled by Congress
or distant insurance company bureaucrats. Disagreements will be resolved according to the unique priorities of the members and staff of
each cooperative.
Currently, FDA-approved drugs must be covered by Medicare. After extensive lobbying by drug companies, Congress forbade the Center
for Medicare and Medicaid Services from negotiating prices with drug
companies as is done in other countries. Drug companies may take advantage of guaranteed Medicare coverage with outrageous pricing. For
instance, Gilead Sciences, of Foster City, Calif., charges $1000 a tablet
for its new hepatitis C drug, sofosbuvir (Sovaldi).5 Private insurance
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companies generally follow Medicare’s lead with drug coverage, even
with drugs of marginal benefit or medications in which controversy
exists about whether the benefits justify the risks and costs.
With Grand Bargains-based reform, ACCs will negotiate drug
prices with pharmaceutical companies. They will be able to barter for
good prices either individually or as coalitions of ACCs. For sure, some
ACCs will not agree to cover a $1000 per pill hepatitis C medication.
Less expensive hepatitis C medications are available.
Free market competition between ACCs and between health
services providers will spawn innovation and efficiency. Savings from
ACC efficiencies will go to additional patient services and to reduce
patients’ premiums.

Doctors and Managers to Determine ACC Clinical Practice
Guidelines and Benefit Packages
Reforming health care requires decreasing funding for worthless or
marginally beneficial interventions and increasing funding for valuable
tests and therapies. Our current top-down, one-size-fits-all public and
private insurance coverage systems attempt to do that. However, any
system with top-down decision making just does not fairly or efficiently
utilize our precious health care dollars, for several reasons:
1. Official treatment guidelines are often fallible.
2. Powerful special interests (drug companies, etc.) may influence
coverage decisions by public and private insurance companies.
3. Money may corrupt decision makers at the top who have no
contact with patients.
Primary care providers (PCPs: physicians, nurse practitioners, and
physicians’ assistants) and other patient care providers (Chapter 3) are
less likely to be corrupted by medical special interests that top-level
bureaucrats. Consequently, reforming the health care system requires
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fundamentally changing the method of determining the scope of
insurance coverage, putting PCPs and other health care workers in
charge. Obamacare, with its ACOs, does not do this.
With the concept of ACOs as defined in Obamacare, providers
should work together to provide high-quality, low-cost care that is in
full compliance with government guidelines. The government’s intent
is for this to give health care providers a financial incentive to cooperate
with each other in order to provide coordinated, cost-effective care.
Medicare rewards ACOs that avoid “unnecessary” tests and treatments
and comply with all government-endorsed clinical practice guidelines.
With the money saved for avoiding unnecessary care, the ACO providers receive bonuses from Medicare. However, as payers and health services providers profit from limiting care, the ACO model will become
unpopular with patients as happened with HMOs in the 1990s.
In contrast with ACOs, ACCs will leave the clinical practice guidelines and benefit packages up to the doctors and ACC staff serving
the patients. ACC representatives will solicit input from patients and
specialist health care providers. They will also study the scientific basis
for the current standard guidelines before keeping or revising benefits
and guidelines (Chapters 8 and 9).
Since medical research and new discoveries will be ongoing, ACC
benefit packages and guidelines will be reviewed and changed periodically. ACCs will be held accountable by their members for health
outcomes and for optimizing the use of financial and human resources.
ACC physicians and staff will not receive bonuses for limiting or denying coverage of medical interventions. However, they will need to adopt
practice patterns in accordance with what the members can afford to
keep members happy.
As an important check on the processes of ACC guideline development and determination of benefit packages, patients will be empowered
to choose ACCs that are in alignment with their values and priorities.
Patients will also provide ongoing feedback to ACC managers about
their preferences regarding covered and non-covered services.
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ACC Practice Models
Currently, most physicians receive payments as fee-for-service,
based on the volume of treatments and procedures they provide. Public
and private medical insurers pay health care providers by tallying the
volume of services, sometimes giving bonuses based on degree of compliance with orthodox treatment guidelines. However, neither more
health care services provided nor a higher degree of compliance with
orthodox guidelines necessarily translates to better health outcomes.
In the past, as Congress cut Medicare and Medicaid funding for physician services, physicians subsequently increased the volume of services
making up for the loss of income. Health outcomes were not improved
by the increased volume of services. Data show that quality of care is not
improved by increasing the volume of professional services rendered.6
Consequently, an emerging consensus of health policy experts supports
a shift from paying for quantity of services to paying providers according
to health outcomes, quality of care, and patient satisfaction.
ACCs will consist of local networks of physicians (PCPs and specialists), ancillary health care professionals and affiliated hospitals, or fully
integrated health systems like Kaiser Permanente and the Mayo Clinic.
Hospitals and their affiliated physicians will compete with each other to
provide their services to ACCs. Direct practice PCPs (Chapter 3) will become leaders of ACCs, because they treat the whole person. In a well functioning health care system, PCPs typically get to know their patients better
than specialists who focus on one particular organ or disease category.
Data on health interventions, costs, and health outcomes will be
widely available to patients, care providers, and researchers under the
ACC model. These data will constantly drive efficiencies and better
quality of care. Within ACCs, the members will reap the benefits of the
savings from not funding unnecessary tests and treatments. Patients
will also receive the health- and safety-net-services that they want and
less out-of-pocket costs. Where expensive and risky medical interventions are not included in benefit packages of ACCs, more conservative
tests or treatments or lifestyle programs might be offered as alternatives.
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ACCs could pay providers on a fee-for-service system, a salary
model, or a mixed-payment scheme. Kaiser Permanente and other
successful salary model health maintenance organizations (HMOs)
could remain intact and adapt to creating their own treatment guidelines and benefit packages. Networks of physicians (PCPs and specialists) affiliated with a single ACC or physicians affiliated with a single
community hospital that serves several ACCs could each determine
whether fee-for-service or salary worked best for them. Contracting
hospitals, specialists, and safety-net-services providers could compete
for referrals from PCPs based on quality of care and cost.
Experiences of different ACCs using different models of health care
worker-compensation will lead to innovations that will further improve
health outcomes and patient satisfaction. The optimal payment system
will incentivize PCPs and other providers to consider patient care and
patient outcomes foremost. Financial considerations will be secondary in relationship to overall benefit to patients. Efficient and effective
providers will benefit indirectly by attracting more patients. In the long
run, the Grand Bargains’ goal and result will be many fewer people
needing medical interventions because of good preventive medicine.

ACCs Accommodating Religious and Cultural Diversity
Replacing government imposed standard guidelines and benefit
packages with individual ACC guidelines and benefit packages will allow ACCs to serve sub-segments of the population by accommodating
their unique preferences. In particular, religious groups could play big
roles in influencing the services provided by ACCs that their members choose. Since religions generally promote altruism and service to
humanity, they could join forces with local ACCs to provide socialsafety-net services. Nothing will prohibit religious denominations from
partnering with ACCs that enroll their members. Churches, temples,
or mosques could negotiate with local ACCs and support those that are
most in alignment with their philosophies.
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For example, Seventh Day Adventists because of their religious
and cultural practices (e.g., vegetarian diets) may not select ACCs that
cover cholesterol lowering pills, angioplasty, or coronary artery bypass
surgery. Instead, they may elect ACCs that cover lifestyle change programs for cardiac risk factor reduction (e.g., diet, exercise, and stress
management). Christian Scientists could choose ACCs that covered
prayer healing sessions on the same footing as medical interventions.
Reimbursement for prayer healing sessions was included in some versions of Congressional health care reform legislation.7 While imposing
this provision on all taxpayers is open to constitutional challenge, there
should be no reason that individual ACCs could not offer this benefit to
attract Christian Scientists and other believers in the power of prayer.
Abortion opponents will be able to choose ACCs that do not fund
abortions while pro-choice advocates select ACCs in alignment with
their preferences (Chapter 7).

Options for Patients Denied Services by ACCs
If ACCs do not fund certain types of medical treatments, patients
will be free to receive those services by paying out-of-pocket. Patients
could also appeal the denial of their ACC’s authorization for payment
for health care services in two ways. For each ACC, a committee composed of ACC staff and patients will serve as an appeal board to review
denials of payments for services. A majority or supermajority of appeal
committee members would need to vote to overrule the ACC’s denial
of coverage for a disputed medical service. Alternately, a patient that
was denied financial coverage for a medical service could appeal the
ACC’s decision by changing to an ACC that would approve payment.
However, a patient would likely only switch ACCs only when he or she
found a new ACC willing to assume their care and the expense of the
disputed medical service. This will create a balance to make it possible
but not easy to change ACCs over controversial issues.
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ACC Transparency
ACCs will be required to post on the Internet and on their public
premises their yearly allocations of health services, social services,
other services, expenditures, and health outcomes by patient care
category. Patients could provide feedback and could shop for ACCs
according to, among other things, how well individual ACCs manage
the resources for sickness care, health promotion, long-term care, and
the social determinants of health (Chapter 10).
ACCs will operate on a prepaid basis within the budget from enrollee premiums and federal government risk-adjusted allocation for
the enrollee population (Chapter 18). Paying the premiums will entitle
members to all services provided by the ACCs. ACCs will compete,
in part, by providing evidence-based services (Chapter 8) and avoiding payments for ineffective medical interventions. A high degree of
transparency will be needed for patients, practitioners, and others to
evaluate exactly what tests, treatments, and other services are provided
by ACCs and what patient outcomes relate to those services.

ACCs as Administrators of Safety-Net Services
Allowing homelessness, malnutrition, and other poverty-related
problems to cause preventable acute and chronic medical illnesses will
be philosophically and financially unacceptable to ACCs. For the good
of all patients in an ACC’s practice, the PCPs and affiliated health care
professionals will enlist interested enrolled members, on a paid or volunteer basis, to help provide safety-net services. To effectively compete,
ACCs will strengthen the safety net by coordinating social services and
giving members powerful incentives to help each other.
Each ACC will administer the risk-adjusted welfare funds from
federal government agencies (Chapter 19) for members. ACCs will
need to employ or contract with social workers, counselors, psychiatrists, vocational rehabilitation specialists, drug/alcohol rehabilitation
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workers, and others to provide the specific services needed for their
patients (Chapter 10). Given these resources to help impoverished or
disadvantaged patients, each ACC will be responsible for assuring that
each of its patients has shelter, healthful food, job training, employment opportunities, and other appropriate social services.
All immigrants will be eligible to enroll in ACCs (Chapter 13). However, undocumented immigrants will not receive subsidies in paying
their ACC insurance premiums. Given high employment in living wage
jobs (Chapter 12), few citizens will require subsidies to pay premiums.

Continuous Quality Improvement
With this patient-centered, self-regulated system of determining practice guidelines and health benefits for ACCs, controversial
medical interventions will be offered by some ACCs and not by others.
With large populations of patients having differing health and social
interventions, researchers will be able to study the risks and benefits of
controversial medical tests and treatments. Researchers will also compare the overall health outcomes of patients in competing ACCs. ACCs
with the best health outcomes will be emulated and those with poor
outcomes will need to reconsider their guidelines and benefit packages.
Transparent data on health interventions and patient outcomes will
be presented widely by expert health researchers, and this will drive
continual improvements in all aspects of care.

Summary and Conclusion
Americans are increasingly prey to inefficient and corrupt government and corporate bureaucracies. In increasingly insidious ways,
government agencies, affected by stalemates and gridlock, exert tremendous power over ordinary people. ACC-based reform will shift
about one-third of the GDP away from these entrenched government
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and corporate bureaucracies, over to the ACC managers chosen by
members. Americans will learn to depend on their local ACCs and on
each other more than government administered services, entitlements,
and subsidies. Shifting much of that power to communitarian, competing ACCs will be a game-changer.
Our health care system needs competing, innovative ACCs rather
than government-guideline driven, bureaucratic ACOs. ACCs will be
mandated to control spending but will have no agenda other than good
patient outcomes. Just as ACCs turn out to be just the right institutions
to reform health care and welfare, they can also be part of Grand Bargains reform of other economic sectors, including financial services,
education, law, national defense, etc. ACC services in these areas will
be detailed in subsequent chapters.
ACCs will have the authority to authorize insurance payment, with
or without co-payments from patients, for any and all health care and
social services (diagnostic tests, treatments, hospitalizations, medications, specialist consultations and services, preventive medicine strategies, drug/alcohol abuse rehabilitation programs, long-term care, food,
disability payments, subsidized housing, etc.). ACCs providing health
care and expanded safety-net services led by direct practice PCPs will:
•
•
•
•
•
•

provide care in patient-centered medical homes (fully described
in Chapter 3),
integrate safety-net services with health care,
reduce funding for non-beneficial services,
cut administration costs,
increase funding for underfunded health care and safety-net
priorities, and
promote patient choice, provider autonomy, and healthy competition among providers.

As you will find in subsequent chapters, ACCs will also compete on
their success in strategies to help enrollees avoid or cope with litigation
(Chapter 11), conserve energy (Chapter 22), find good jobs (Chapter 12),
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improve their diets (Chapter 13), integrate immigrants into society (Chapter 14), obtain quality educations (Chapter 16), live affordably on Social
Security and/or their pensions (Chapter 23), manage money (Chapter 24),
and assist in providing for the security of the country (Chapter 17).
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Direct Practice PCPs Leading
Patient-Centered Medical Homes

A

s a member of the General Internal Medicine Service at Los Angeles County + University of Southern California Medical Center
(LAC + USC Medical Center), I supervised and taught many internal
medicine residents in the clinics and hospital wards of the Center. Almost all of the faculty and staff members teaching the residents, myself
included, had medical subspecialty board certification and practiced
subspecialties of internal medicine. The residents had few role models
of real primary care physicians.
Residents attended one half-day general internal medicine clinic
per week except when they were rotating in the intensive care unit
and thus were excused. If the resident had been up all night admitting
patients to the wards, he or she still had to attend the morning or afternoon clinic. I practiced before 2002 when the Accreditation Council
for Graduate Medical Education limited work hours for residents to 80
hours per week (averaged over a four week period). I question whether
residents have it any easier now.
In the clinics, patients typically waited several hours to see their
resident doctor or medical student. Between clinic visits, patients had
no mechanism to contact residents about medical problems. In the
general internal medicine clinics that I attended, about one-third of
patients missed their appointments. Clerks made no phone calls to
patients reminding them of clinic appointments. If patients missed ap- 62 -
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pointments, no one contacted them to find out why and to reschedule.
For a patient, phoning a clinic to schedule an appointment could
take hours. The average wait for a new patient to get an appointment
to see an internal medicine resident doctor was four months. Physician
time with patients, most of whom had complicated medical histories,
was limited.
In an outpatient clinic, I supervised up to 12 internal medicine residents and medical students. Between them, they saw up to 50 patients
in a typical half-day general internal medicine clinic. Consequently, I
had little time with each resident to go over a patient’s history, physical findings, and lab results. Nor was there much time to draw on my
experience to teach the residents and students some important medical lessons related to their cases. I rarely had time to see the patients
myself, so I usually had to depend on the patient presentations given
by residents or students.
Due to the time pressures, the residents and medical students
focused mainly on checking laboratory test results, monitoring medications for chronic illnesses (i.e., adding or stopping drugs, adjusting
doses and checking for side effects), and referring patients to subspecialty clinics. Although most patients had lifestyle related diseases
(obesity, diabetes, hypertension, coronary disease, etc.), the residents
had little time to counsel patients about lifestyle change approaches to
benefit their medical problems. We had too few dietitians to routinely
refer clinic patients for nutrition counseling.
With each new crop of smart, hard-working physicians in training, I would survey the interns for their knowledge of nutrition and
their favored dietary recommendations for patients. Less than 25% of
the medical interns in my clinics had ever taken a clinical nutrition
course in medical school. Less than 50% knew how many calories were
in a gram of fat, protein, or carbohydrate. Few could figure out the
percentage of fat calories in whole milk. Fewer still knew what was
in the recommended diets of the American Diabetes Association, the
American Heart Association, or the American Cancer Society. Not
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one had an opinion about whether they agreed or disagreed with the
dietary recommendations of those organizations.
After discussing a patient with a resident or medical student, I
generally asked what diet he or she was recommending and why. Usually, they admitted that they gave no dietary recommendation. I always
suggested that they order a plant-based high fiber diet (Chapters 4 and
13). Sometimes they complied and other times they ignored my suggestion. Once, a patient that had adopted a plant-based diet on my
recommendation sought me out in clinic to thank me. She was amazed
by how much it helped with her bowel symptoms.
For the patients, continuity of care with the same resident was
unusual. When residents missed their medical clinics due to vacations,
intensive care unit rotations, or illness, their patients would see other
residents or medical students.
Many, if not most, of the practicing physicians in the U.S. have been
trained in settings similar to the LAC + USC Medical Center. The setting was unpleasant and unnecessarily stressful for both patients and
physicians in training. This is the norm in U.S. hospitals and clinics. It
will need to change for us to address the crisis in primary care medicine
in the U.S. Unfortunately, Obamacare does not offer much hope in its
present form.

Few Medical Students Seek Primary Care Careers
Among U.S. medical students and physicians in training I taught
and supervised in the 1980s and 1990s, primary care as a career was
not very popular. Most of them aspired to fellowships in medical subspecialties that would pay more money and be less demanding of time
than being a general internist. The situation for general internists is
even bleaker now due to more government and insurance company
bureaucratic hassles and less time to see patients. Since 1997, increased
administrative burdens on PCPs and skewed financial incentives fa- 64 -
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voring specialists have led to a greater than 50% drop in U.S. medical
school graduates planning careers in primary care.1
An often quoted poll of medical student career preferences published in JAMA (formerly Journal of the American Medical Association)
found that only 2% of students planned careers in primary care internal medicine (PCPs for adults). In this poll, 274 out of 1177 students
(23.2%) planned careers in internal medicine but only 24 (2.0%) as
primary care physicians. Most aspired to careers in subspecialties of
internal medicine (e.g., cardiology, infectious disease, cancer, etc.).2 I
was the same way, specializing in medical oncology and hematology
(i.e., cancer and blood disorders). Less than 1% of medical students
preferred careers in general pediatrics.

The Current Status of Primary Care Medicine in the U.S.
Health care from “any willing practitioner” tends to become fragmented, inefficient, and overly expensive.3 Almost all health policy
analysts agree that health care reform requires strengthening primary
care medicine.
Relative to medical specialists, PCPs have been chronically underpaid in the U.S. by public and private insurers. Even more than medical specialists, PCPs suffer with administrative hassles due to insurers’
bureaucratically intense but largely ineffective attempts at cost control.
The stresses of overwork and the administrative hassles have led many
PCPs to burnout and take early retirements.
Compared with many other developed countries, our primary care
system does not function very well. This accounts, in part, for our poor
showing in international health outcome rankings. In the U.S., areas
with strong primary care services (e.g., affluent suburbs) have better
health outcomes (e.g., infant mortality and longevity) than places with
fewer PCPs per capita (e.g., poor inner city and rural areas). These significant benefits associated with a strong primary care system remain
after adjusting for the better health outcomes of affluent versus poor
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people due to factors other than availability of PCPs. Public health
researchers see this pattern in countries around the world. On the
other hand, increasing the number of specialists does not improve
health outcomes in the U.S. or other developed countries.4 The implications of this fact go beyond the need for more primary care physicians. American doctors and patients tend to give or seek referrals
for expensive solutions for health problems rather than to first focus
on common sense diet and lifestyle change strategies that PCPs can
prescribe.
American primary care physicians work as hard as or harder
than specialists, make less money, and have less prestige. Managed
care organizations allow PCPs inadequate time for patient visits, and
patient/PCP relationships are often transitory. Battles with insurance companies over treatment denials and pre-authorizations for
procedures add to the frustration. The “hassle-factor” of dealing with
bureaucrats from Medicare, Medicaid, health maintenance organizations (HMOs), preferred provider organizations (PPOs), and insurance companies wears down many PCPs. The administrative burdens
of PCP practices grow every year while malpractice concerns are
always looming.
Physician burnout tied to a spate of early retirements of primary
care doctors threatens to make access to PCPs even less available in
coming years. A survey conducted by the Physicians’ Foundation
found that almost half of primary care physicians (about 150,000)
plan to quit or reduce their practice load in the next three years if
they have the opportunity.5 A large increase in PCPs, including family
doctors, internists, pediatricians, physicians’ assistants and primary
care nurse practitioners, will be needed not only to keep pace with
population growth and the retirement of practicing PCPs, but also to
reduce the patient load of each PCP.
President Obama addressed the shortage of PCPs inadequately.
He suggested increasing PCP reimbursement for preventive care and
providing financial aid for medical students who choose primary
care. An on-line poll found that only 16% of physicians, nurses, and
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pharmacists thought that those measures would be sufficient to attract more physicians to primary care.6 Timid financial measures will
do nothing. Working conditions, job satisfaction, and the status of
careers in primary care must be improved.
Much of the dysfunction of our current health care system is due
to the fragmentation of care. Because of fragmented care, quality of
care is spotty, our health outcomes compare poorly with other developed countries, and costs are high. Without many more PCPs, we will
continue to have fragmented care.

What do we want from our PCPs?
My friend Barbara Starfield, MD, MPH, now deceased, was a
Professor at the Johns Hopkins School of Public Health and longtime
advocate of strengthening our primary care system. She described
what kind of physicians and allied providers our primary care training
system should produce.
“Primary care” doesn’t only mean having a certain kind
of physician as one’s “regular source of care.” It means
having a doctor who functions in certain ways. This
means providing access to services such that people
seek care from that doctor whenever they have a new
need for care or preventive services. It means having
a strong relationship with that doctor, such that the
doctor understands people’s needs and people feel comfortable telling the doctor about those needs. It means
providing care for ALL needs that are common in the
population and referring to specialists when the problem is too unusual or uncommon for the primary care
practitioner to manage. It also means coordinating care
so that when people do have to be referred elsewhere,
the advice received is integrated into total care so that
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there are no conflicting recommendations that could
cause harm. Many studies confirm the benefits of these
four characteristics of primary care.
For successful and sustainable health care reform, we need to train
the kind of doctors and other PCPs that Dr. Starfield described. To do
this, the number of PCPs being trained must be increased, working
conditions in primary care must be improved, and PCPs must be allowed to spend more time with patients.

“Direct Practice” PCPs
Because of dissatisfactions with primary care by PCPs and their patients, direct practice PCPs (formerly termed “concierge” or “boutique”
PCPs) have emerged. As briefly described in Chapter 1, direct practice
PCPs charge a yearly cash retainer in exchange for more personal
attention and services. These PCPs provide unhurried yearly physical exams, 24-hour phone call access, email consultations, expedited
scheduling of tests and consultations, little or no waiting for appointments, health reviews, nutritional counseling, and electronic medical
records with up-to-date medical histories and test results for patients
to carry with them.7 These direct practice PCPs may have 500–1000
patients and charge each $1500–$10,000 per year for services not covered by Medicare or private insurers. Since both patients and PCPs are
generally happy with the arrangement, this practice is rapidly growing
more popular.8
Among other things, direct practice means much less administrative paperwork is required because payment is by cash. With direct
practice PCPs in ACCs, time will be available for clinical teams to focus
on preventive medicine, health promotion, chronic disease management, and palliative care (e.g., hospice for terminally ill patients).
Critics of direct practice care state that it creates a two-class system
of medicine. This is true. The optimal solution to this valid criticism is
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for health care reform to extend this superior form of primary care to
everyone. Only with first-rate primary care medicine will it be possible
to coordinate care of patients, reduce waste on unnecessary tests and
treatments, and increase funding for currently under-funded health
services. Only with a strong primary care system can quality of care
and patient satisfaction go up while costs come down.
Also in the reformed health care system, medical insurance, rather
than out-of-pocket payments of patients, should pay for direct practice
PCPs.

Give Everyone a “Patient-Centered Medical Home”
The “patient-centered medical home” has been suggested as a
means of better coordinating care. Four organizations representing
primary care providers collaborated to issue “Joint Principles of the
Patient-Centered Medical Home.” The first four principles of this document give the essence of the definition of medical home.9
1. Personal physician—each patient has an ongoing relationship
with a personal physician trained to provide first contact and
continuous and comprehensive care.
2. Physician directed medical practice—the personal physician
leads a team of individuals at the practice level that collectively
take responsibility for the ongoing care of patients.
3. Whole person orientation—the personal physician is responsible for providing for all the patient’s health care needs or taking
responsibility for appropriately arranging care with other qualified professionals. This includes care for all stages of life—acute
care, chronic care, preventive services, and end-of-life care.
4. Care is coordinated and/or integrated across all elements of the
complex health care system (e.g., subspecialty care, hospitals,
home health agencies, nursing homes) and the patient’s community (e.g., family, public and private community-based services).
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Other important aspects of a patient-centered medical home are that
evidence-based medicine principles guide decisions (Chapter 8), physicians in the practice accept accountability for continuous quality improvement, and patients actively participate in decision-making and feedback.
The creation of a true patient-centered medical home network
depends on improving the working conditions for primary providers.
Instead of 2000–3000 patients per “gatekeeper” PCP, a true patientcentered medical home requires direct practice PCPs that each care for
between 500 and 1500 patients (average ≈ 750). This will allow PCPs to
really know their patients and handle many medical problems that they
now refer to specialists.

Patient-Centered Medical Homes to Coordinate
Health Care Services
While there are several practice models possible that provide coordinated care, they all must have certain ingredients. There must be a
commitment to continuity of care in a patient-centered medical home.
The health care delivery system must standardize office processes to
facilitate care coordination. The payment system must support care
coordination, continuity of care, and appropriate information technologies for patient care.5
Nationwide, only about 15% of health services are provided in a
coordinated fashion by integrated health services organizations like the
Mayo Clinic or Kaiser Permanente Health System. The other 85% of
health services are delivered in a fragmented manner by solo practitioners and small group practices will little or no coordination of care
between PCPs, hospitals, and specialists.
Medical care is rapidly changing from delivery by physician-owned
practices to delivery by bigger health care organizations. While larger
organizations can perhaps provide more coordinated care, the value of
longstanding doctor/patient relationships may be sacrificed. The push
toward electronic medical records is partly responsible for the trend
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toward care by larger health care organizations. While these computerized systems improve patient safety and the efficiency and quality of
care, large organizations rather than small medical practices benefit
financially by installing these expensive and cumbersome systems.6
We need both the intimacy of long-standing doctor/patient relationships and the efficiency of large organizations in coordinating care
delivery. The need for the large medical organization is as important
as the patient-centered medical homes and direct practice PCPs. Optimally, we need a health care delivery system led by direct practice
PCPs practicing in patient-centered medical homes within private,
competing ACCs, as described in Chapters 1 and 2.

Patient-Centered Medical Home Certification is Premature
The visions that health policy wonks from the National Committee
for Quality Assurance (NCQA) have about optimizing primary care
make sense:10
•
•
•

Creating new ways to improve access to care.
Improving coordination of care between all the health care
providers caring for patients.
Giving providers more tools to improve quality.

The NCQA touts the benefits of patient-centered medical home
certification:
1.
2.
3.
4.
5.
6.
7.

improved patient experience,
reduced clinician burnout,
reduced hospitalization rates,
reduced ER visits,
increased savings per patient,
higher quality of care, and
reduced cost of care.11
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It costs $23,000 – $90,000 per physician for this certification.12 Yet,
none of the claimed benefits of certification have been consistently
demonstrated.
To efficiently provide superior care, a medical clinic must do more
than go through a series of administrative hoops and pay a sizable fee
to the NCQA to receive a patient-centered medical home designation.
Becoming designated a patient-centered medical home does not insulate PCPs and other medical team members from the brutalizing administrative hassles of a profoundly dysfunctional health care system.
This designation does nothing about the fee-for-service orientation of
U.S. health care that rewards volume of tests, treatments, and patient
encounters provided rather than patient outcomes. Indeed, a survey
performed by the American Academy of Family Physicians of PCPs
and other practitioners moving into certified patient-centered medical
home environments showed increased workloads and higher rates of
symptoms of burnout.13
Despite the lack of proof of efficacy, the NCQA commoditized this
unproven formula into a certification process. This certification process creates huge bureaucratic hurdles for providers while generating a
nice revenue stream for the NCQA. Concerning the patient-centered
medical home certification initiative of the NCQA, Medicare Payment
Advisory Commission Chairman Glenn Hackbarth, JD said, “In order
to meet all the National Committee for Quality Assurance requirements, there are a lot of bells and whistles that have been added. My
impression is that not all of them have really been validated as added
value, but they add cost. I’m worried that maybe the medical home
model has a real cost disadvantage.”14
The term “patient-centered medical home” should not be allowed
to be co-opted by the NCQA or any other health care special interest.
The value of transitioning to patient-centered medical homes should
be validated by the marketplace and not by regulators, whether they are
self-appointed like those from the NCQA or bureaucrats from government agencies.
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Most would agree that Kaiser Permanente Medical Care coordinates care as well or better than providers with the NCQA designation
of patient-centered medical homes. Kaiser has long embraced the
principles of patient-centered medical care. However, Kaiser does not
pay the money or go through the bureaucratic hassles of becoming
designated officially by the NCQA.
To summarize, NCQA patient-centered medical care certification
is not a necessary ingredient of reforming health care. However, providing excellent care requires reforming the education of physicians and
shifting to direct practice PCPs working in patient-centered medical
homes.

Changing the Culture of Physician Training
The pressures on physicians in training lead to an increased risk
of suicide. While medical students enter medical school with mental
health profiles similar to those of other college graduates, they soon
experience higher rates of depression, burnout, and other mental illnesses.15 They are more likely to drink heavily, become addicted to
drugs, and get divorced.
Dr. Liselotte N. Dyrbye, an associate professor of medicine at the
Mayo Clinic in Rochester, MN and lead author of a study looking at
the mental health of physicians in training, said, “There’s no arguing
anymore over whether there’s a high prevalence of distress. What’s
important now is that we hold a mirror up to ourselves and ask why
this is happening, because it is clearly not what we medical educators
have intended.”16
Due to constant pressure, medical students that are depressed often
believe they are viewed as inadequate and incompetent by those around
them. According to Dr. Thomas L. Schwenk, a professor of family
medicine at the University of Michigan, “While depression can cause
individuals to have negative and distorted views of their surroundings,
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the culture of medical school makes these students also feel like they
can’t be vulnerable or less than perfect.”17
In my experience, the doctors with the most empathy are also the
most vulnerable. Unfortunately, the “survival of the fittest” mentality
can eat away at a young doctor’s empathy. To produce less distressed
and more empathic doctors, we need to change the training system.
Based on my nine years of training in medicine and 20+ years of
supervising medical students and post graduate trainees, the changes
I envision in medical education and post graduate training should
make the art and science of medicine much better for doctors and their
patients.

Proposed Changes in the Education of PCP Physicians
In 1971, the Hollywood movie, “Doctors’ Wives,” attempted to
inject humor, drama, and satire into the problems with medical marriages. The tag line was, “Doctors’ wives have everything … except
husbands.”18 Over my clinical career, I saw numerous colleagues with
marital problems related to the demands of their careers. It is said that
medicine is a jealous mistress. The unreasonable time demand of my
career was one contributor to my divorce after 38 years of marriage.
Current postgraduate training programs for PCPs and other physicians are still brutally hard on doctors. Even with the work limit for a
resident now reduced to 80 hours per week averaged over a four week
period, medical practices and physicians personally pay a huge price
because of the unreasonable training demands. Postgraduate physicians should average no more than 60 hours of clinical work per week.
To prepare PCPs for the expanded role of optimizing the utilization
of health care resources, PCP training and primary care continuing
education programs should focus more on what is most important.
These programs should emphasize evidence-based medicine (Chapter
8), health promotion practices (Chapter 4), and alternative health modalities (Chapter 6).
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Palliative care/hospice training of PCPs should facilitate improved
quality of life of terminally ill people. PCPs and their palliative care
specialist consultants should provide these people with better symptom
management and compassionate care while decreasing high-tech procedures given to those with far advanced chronic diseases (Chapter 5).
Training should educate future direct practice PCPs about options
for cardiovascular disease patients to participate in intensive diet, exercise, and stress management programs in lieu of expensive, risky, hightech medical interventions. A person with chest pain (angina) who
wants to reduce the chance of a heart attack should be able to access
insurance funds for a plant-based diet, exercise, and lifestyle change
program to reverse coronary artery disease such as the evidence-based
program of Dr. Dean Ornish19-21 (Chapter 4). PCPs in training don’t
usually learn about this.
Training for a career as a PCP should begin in the first year of medical school. After spending a month or so learning what questions to
ask in a medical history and how to perform a physical examination,
first year medical students should spend a half-day per week in the
office of PCPs (usually medical school faculty member PCPs) seeing
patients. Each week, freshman and sophomore medical students should
do a thorough evaluation of one new patient to the practice—initially
younger, low-risk patients with uncomplicated health histories. They
should also see their previous patients for any follow-up visits.
In the third and fourth years of medical school, primary care oriented students should spend at least two half-days per week in clinic
and evaluate two new patients per week. With the supervision of faculty PCPs, those patients should be the responsibility of the medical
students for the duration of medical school. By graduation, medical
students would be providing primary care under supervision for about
300 patients. Ideally, students should associate with groups of PCPs,
so that they can learn from physicians with a variety of interests and
practice styles.
It should be a priority for the student doctors to study the medical
literature concerning all the medical problems of all their patients. They
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should learn the evidence supporting (or not supporting) any tests or
treatments that they may order for their patients and find out what is the
cost of the care that they provide. When a patient needs to see a specialist, the medical student should accompany his/her patient on the visit.
With the help of the specialist, the student should research the evidence
basis for any recommended tests and treatments, challenging medical
orthodoxy when indicated. If a patient of a student needs to be admitted
to a hospital, the student should see that patient in the hospital.
After medical school graduation, if the new doctor remains in the
same city, he/she should continue to follow the same patients as during
medical school. During internship and residency, primary-care-bound
doctors in training (i.e., internal medicine, family practice, and pediatrics) should average at least four half-days per week in out-patient
clinics seeing patients under the supervision of experienced PCPs—
possibly some of the same ones they had as professors as in medical
school. On average, they should be assigned four new patients per week
while continuing to see their previous patients as needed.
During hospital clinical assignments or rotations (e.g., surgery,
cardiology, medicine, etc.), when they encounter admitted patients
without PCPs, they could become the PCP for those patients. If medical school and residency are in the same city, they may finish with 800
– 900 patients. Post graduate PCP residents that do not remain in the
same city as medical school would follow about 600 patients by the end
of a three year residency.
This approach should be mutually beneficial for patients and doctors in training. The patients will have the extra attention that trainees
typically provide. The medical students/physicians in training will have
continuous primary care responsibilities for their patients for years rather
than the fragmented experiences with patients that are now the norm.
For nurse practitioners and physician assistants, a two year primary
care residency should be required that is similar to the training experiences of primary care physicians.
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Summary and Conclusion
Primary care in the U.S. is in crisis. Without a patient-centered
medical home, no one is responsible for coordinating care, reducing
unnecessary tests and treatments, and increasing access to valuable
medical and social-safety-net services.
An expensive bureaucratic process of certifying patient-centered
medical homes by the National Center for Quality Assurance or other
self appointed nonprofit or for profit company or government agency is
unnecessary. With ACC-based reform including direct practice PCPs,
competition between ACCs and individual health care providers will
lead to the patient care and health outcomes that NCQA certification
cannot guarantee.
A “gatekeeper” PCP caring for 2000–3000 patients cannot give
sufficient attention to each patient. Burnout and demoralization result
and quality of care suffers. To avoid further fragmentation of medical
care, the PCP training process, working conditions, relative pay, and
prestige must improve. ACC-based health care reform will begin with
improving the attractiveness of primary care careers. Only then can we
train PCPs that love their jobs and have the time and resources to really
care for their patients.
An important goal of health care reform should be a patientcentered medical home with a direct practice PCP for everyone. The
process of accomplishing that goal can be healing and enjoyable for
both physicians and patients.
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Preventive Medicine and Health Promotion

D

r. Dean Ornish showed that a combination of a plant-based diet,
daily aerobic exercise, hatha yoga, meditation, and a psychological support group reduced complications from coronary disease.
In a medical breakthrough study; heart attacks, angina pain, bypass
surgeries, and deaths decreased by about 50% over a five year period.1
The Dr. Dean Ornish’s Program to Reverse Heart Disease,2 published in
1990, inspired many people to fundamentally change their lifestyles to
prevent cardiovascular disease.
In 1991, I directed a small pilot project based on the Ornish program. Under the auspices of the LA County Department of Health
Services, I did medical examinations and re-examinations with the
help of my friend, Dr. George Haber. The former Buffum Downtown
Long Beach YMCA provided the site for the classes. Faculty for the
project included a registered dietitian, a hatha yoga instructor, a meditation instructor, a marriage and family therapist, an aerobic teacher, a
YMCA administrator, Dr. Haber, and me. We volunteered our services
in return for participation in the overall program.
We recruited participants with heart disease risk factors from the
YMCA’s membership and from the overall community. Of 16 initial
participants, only two had already been diagnosed as having coronary
artery disease, but most had one or more risk factors such as high blood
pressure, high blood cholesterol, obesity, or diabetes. They paid for the
use of the YMCA facility, plus nominal fees for lab tests, a health risk
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appraisal, and a physician office visit. We had no other funding of any
kind, so we did not do coronary angiograms or other expensive tests.
This health promotion program was quite successful. After three
months, re-evaluation showed that the average participant had lost
over four pounds, had shown a drop in systolic blood pressure of seven
points and diastolic blood pressure of five points, and experienced a reduction in low density cholesterol (the “bad” cholesterol) of 15 points.
One highly motivated person reduced his cholesterol from 280 mg/dL
to 220 mg/dL and his blood pressure from 160/100 to 120/70.
I greatly enjoyed helping these people improve their health. In all my
years of medical practice, I have never taken pleasure in anything more
than seeing my patients make positive lifestyle changes. The subjective
benefits of this short program were just as impressive. People felt better
overall and handled stress with more equanimity. Some greatly appreciated not having to take medication to control high blood pressure.

Dr. Dean Ornish Program in 2014
The Dr. Dean Ornish program with the plant-based diet continues
to win adherents today. Dr. Kim A. Williams, a cardiologist at Rush
University in Chicago and the president of the American College of
Cardiology learned about the program from one of his patients. Since
Dr. Williams’ own LDL cholesterol was 170 mm Hg (moderately high),
he adopted a plant-based diet and brought the LDL cholesterol down to
90 mm Hg in six weeks.3 Dr. Ornish congratulated Dr. Williams for his
courage and leadership.4 MedPage Today, the publisher of these articles
by Drs. Williams and Ornish, then conducted an online survey with the
question: “Is there enough evidence to recommend that patients eat a
vegan (plant-based) diet to prevent and reverse heart disease?” They
found that 58% of physicians and others responded, “yes.”5
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Healthful School Lunches: A Political Football
First Lady Michelle Obama champions healthful school lunches for
children as part of her push to combat childhood obesity. She advocates
more fruits, vegetables, and whole grains. French fried potatoes and
tomato paste are on her foods to be avoided list. She wants kids and
adults eating foods with less salt, fat, and sugar.
Ms. Obama successfully lobbied her husband and Congress to allocate over $3 billion to make school lunches more nutritious. Many
Republicans, especially from farm states, opposed her effort. After a
“food fight” in Congress, conservatives succeeded in keeping French
fries and pizza on the menu at the behest of food industry lobbyists.6, 7
Four years after the rollout of the “Healthy, Hunger-Free Kids Act
of 2010,” critics and defenders of the program have again become very
outspoken.8 School districts receive about $0.06 per lunch extra to
comply with the new U.S. Department of Agriculture (USDA) school
nutrition guidelines, which they complain is not nearly enough to
cover increased costs. Many in Congress are pushing to repeal the new
standards to save money. The School Nutrition Association and the
GOP want to see the legislation repealed. Both had supported the bill
initially.
A Los Angeles Times investigation reported that Los Angeles Unified
School District students waste an estimated $100,000 per day of their
school lunches. Asked for a solution to the problem, David Binkle, the
district’s food services director, said, “We can stop forcing children to
take food they don’t like and throw in the garbage.”9
Defenders of the Obama-USDA school lunch standards rallied 100
pediatricians to Capitol Hill to defend the program. Supporters of strict
standards for school lunches cited a study that they claimed verified
that more healthful food in the lunches contributes to reducing obesity
in children.10 The study was quite weak in my opinion.a
a The study monitored the childhood obesity rates in states with “healthier”
school lunch standards versus those with looser standards. The authors reported an
association of healthier standards with a 12% drop in obesity. Many confounders

- 80 -

preventive medicine and health promotion
This exemplifies the top-down one-size-fits-all approach to health
and public health. Many people just don’t like folks in Washington,
D.C. coercing them to change their lifestyles.
The promoters of the Healthy, Hunger-Free Kids Act of 2010 have
the best of intentions. However, instead of dictating to public schools all
over the county what kids should eat, maybe people might appreciate
help in figuring out how to deal with preventing and treating obesity
for themselves.
Consider giving school districts financial incentives to institute
their own healthful school lunch programs and to monitor the results.
Competition between school districts in keeping kids healthy will do
more improve diets and health habits in kids than dictates from the
White House and Congress.11

Health Promotion and Preventive Medicine Strategies
Increased funding for preventive medicine interventions polls well
in surveys of Americans. Most people believe that eating a healthful diet
will prevent a variety of expensive chronic diseases. However, based
on 599 studies published between 2000 and 2005, spending money
on prevention of disease increased overall medical spending over 80%
of the time.12 Other studies questioned whether preventive medicine
interventions as reported in studies are cost effective.13, 14 From a population health standpoint, previous public health approaches to prevent
chronic diseases in general, and dietary change strategies in particular,
have not improved health outcomes or lowered health care costs. Then
again, none of these studies included diet and lifestyle changes as significant as the Ornish program.
Maybe our preventive medicine strategies have been faulty. For
example, rigorous research shows that the Ornish program and similar
multifaceted health promotion interventions do clearly reduce adverse
could have skewed these results. For instance, obesity in parents strongly correlates
with obesity in children. The study authors failed to consider this obvious confounder.
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health events and save money. Only after 20 years of Dr. Ornish’s
presenting data to the Center for Medicare and Medicaid Services did
Medicare approve funding for the Ornish program in 2010.15
Just like diagnostic and treatment interventions for diseases, preventive medicine interventions–such as the Ornish program and Ms.
Obama’s healthy school lunches–should be rigorously researched and
tested for efficacy in improving health outcomes. Some preventive
medicine approaches work and others do no good, and may even do
harm. Wasting money on ineffective preventive medicine programs
takes away from funding strategies that will optimize health and
wellness.
With ACC-based health care reform, ACC leaders will have the
responsibility of determining which prevention approaches to offer
to enrollees. Undoubtedly, the coverage of preventive medicine interventions will differ between ACCs. Consequently, with computerized
medical record data from most of the population, research on prevention strategies and health outcomes of the population will be able to
guide ACC staff members and their enrollees to determine which types
of prevention approaches to fund in the future. The interventions that
greatly reduce heart disease, cancer, type 2 diabetes, and obesity will be
copied. The ineffective programs will be discarded.

Comparisons of Government-Determined versus ACCDirected Health Promotion
Obamacare allows companies to discount insurance premiums by
as much as 30% if employees meet certain health benchmarks (i.e.,
weight, blood pressure, cholesterol, etc.).16 However, instead of promoting health for high-risk people, this is likely to price them out of
health care insurance.17
With ACC-based health and social services on the other hand,
ACCs will receive risk-adjusted money from the government (Chapter
18). Consequently, they will have no incentive to avoid sick people. In- 82 -
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deed, ACCs will be quite successful if they enroll poor people with government health insurance who are at high risk for bad health outcomes.
They will have a chance to help those people change their lifestyles to
reduce health risks. Patients, health care workers, and taxpayers will
all benefit from innovations in lifestyle change programs fostered by
competition between ACCs.
Obamacare mandates that medical insurance companies cover
all screenings, preventive care, and vaccines recommended by the
U.S. Preventive Services Task Force,18 without charging co-payments
or deductibles. Former Secretary of Health and Human Services Director Nancy Sebelius called on U.S. doctors to order the following
government-endorsed but controversial preventive medicine measures
on their patients:12, 19
1.
2.
3.
4.

colorectal cancer screening (e.g., colonoscopy),
mammography screening for breast cancer,
flu vaccines,
human papilloma virus vaccines for girls nine to 26 years old,
and
5. aspirin therapy to prevent heart disease.
In contrast to the government’s top-down approach, with ACCbased health care reform, preventive medicine interventions will be
used only to the extent that they are deemed effective by ACC staff
members and enrollees (Chapter 8). It will not matter if they are favored by politicians or government bureaucrats that were lobbied by
special interests.

Summary and Conclusion
The determination of the optimal preventive medicine and health
promotion strategies for Americans is way too important to leave to
federal government bureaucrats and their expert advisors representing
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medical special interests. The U.S. Department of Health and Human
Services Director, a political appointee, should not be in charge of what
your doctor orders for you to prevent illnesses and promote wellness.
Financial incentives for ACCs to significantly increase funding and
resources for preventive medicine and health promotion will evolve
naturally as a consequence of instituting the financial components of
ACC-based health care reform. For each ACC, the allocation of money
and resources for disease prevention will be a decision of the doctors
and managers with input from staff, patients, appropriate experts, and
other stakeholders. ACCs will undoubtedly differ from one ACC to
another in their determination of funding for preventive medicine
interventions. Correspondingly, health outcomes of patients from different ACCs will vary as some enrollees will maintain healthy lifestyle
habits better than others.
ACCs will revolutionize preventive medicine. They will feature
the essential ingredient for success—experimentation. This will be in
conjunction with careful monitoring of health interventions and health
outcomes together with financial incentives for patients, providers, and
payers. All stakeholders will be aligned toward the goal of promoting
health.
Based on preventive medicine outcome studies and other factors,
owners of each ACC (i.e., the enrollees) together with ACC health
care workers and staff will continually revise their strategies to promote health and prevent diseases. Innovation in health promotion
approaches will involve collaboration between ACC enrollees, doctors,
and staff. It will also require competition between ACCs that leads to
ever more effective health promotion programs and improved patient
health outcomes.
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End-of-Life Care Reform

M

ary, my only sibling, a younger sister, called me in the spring of
2010 with news that she had been ill with pneumonia that wasn’t
getting better. I arrived to visit her in an emergency room just as a
radiologist was explaining to Mary and her husband about a procedure
to diagnose cancer. A thoracentesis (removal of fluid from the pleural
space in the chest) diagnosed her condition as lung cancer. A liver scan
revealed liver metastases, meaning that the disease was advanced and
incurable. I shared in the grief of the family.
After Mary’s family practitioner consulted a medical oncologist, I
called the cancer specialist to discuss my sister’s case. I told the oncologist that I was a former oncologist, myself. He said that he planned
chemotherapy, after ordering MRIs of the abdomen and pelvis.
Given Mary’s diagnosis and prognosis, I asked him, “Why MRIs
before the chemo?” He responded saying, “If you want to take her to
Southern California and find another oncologist to treat her, Dr. Cundiff, you are welcome to do so.” He went on to say that he was trained
at the Memorial Sloan Kettering Cancer Center in New York and was
taught to be thorough. He added that he wondered if she had a second
cancer in addition to lung cancer—advanced, incurable lung cancer, I
might add.
We didn’t hit it off in our one and only conversation.
Chemotherapy stopped the accumulation of pleural fluid and reduced her shortness of breath. However, Mary still required oxygen
for minimal exertion around the house. Moderate pain in her liver
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area went away after the first course of chemo, and she stopped taking
hydrocodone pain pills.
I read about a randomized clinical trial from Harvard that compared palliative care initiated upon diagnosis of incurable lung cancer
in conjunction with anti-tumor treatment (chemotherapy, radiation,
etc.) versus waiting to transition the patient to palliative care/hospice
after chemotherapy failed. Patients lived about two months longer on
average when palliative care began right at the beginning.1, 2 I asked
Mary to bring this study to the attention of her oncologist. She did and
he either didn’t know about it or disregarded it.
After about four months I called Mary on a Saturday and she told
me about a new pain in her hip. She had restarted the hydrocodone,
but it relieved pain only about two hours before it recurred. She said
that she had told the oncologist about the pain on the previous Monday
but he did nothing. When Mary mentioned it to the visiting nurse, the
nurse wrote it in her notes but nothing happened.
Through the hospital operator, I paged the on-call nurse practitioner covering for the oncologist that Saturday evening. No response.
I paged again and still no answer. I then paged the visiting nurse. She
called back and apologized that the doctor had not prescribed stronger
pain medications. I asked her to page the nurse practitioner (a man)
covering the service to get orders for additional pain medications. The
visiting nurse said she would page the nurse practitioner, but if she did,
he didn’t answer her either. Mary received no new medications until
her oncology clinic visit the following Monday. The oncologist offered
no apology or explanation.
Unfortunately, the oncologist and his associates had inadequate expertise in using opioids in pain management. For long lasting pain control, he prescribed another opioid drug, fentanyl, by means of a patch
on her skin. Unfortunately, the hydrocodone pill for breakthrough pain
was dosed too low to be effective. No laxatives were initially prescribed,
so constipation and the associated nausea and vomiting quickly stopped
her ability to stomach any pain pills.
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A computed tomography scan determined that the pain was caused
by tumor obstructing one of Mary’s kidneys. After she suffered a nightmarish week in hospital, the doctor diagnosed kidney failure. Without
explaining the poor prognosis with tumor progression despite chemotherapy, or presenting hospice as an alternative course, the oncologist
ordered Mary transferred for kidney dialysis to a better-equipped
hospital 60 miles away.
At this point, I recommended hospice to Mary and her husband.
They agreed. The kidney specialist consulted to perform dialysis was
not disappointed. He told Mary that she had only a 10% chance of
living significantly longer with the dialysis. Kidney dialysis certainly
wouldn’t have made the rotten management of her pain any better.
I arrived at Mary’s bedside at the hospital shortly before an ambulance transferred her to a beautiful, state-of-the-art inpatient hospice
nearby. Nurses quickly helped my sister settle into a bed in a hotel-like
room, looking out on a lovely landscape.
The ward clerk told us that hospice volunteers and a singing chaplain regularly visited patients. Shortly thereafter, I spotted a black man
carrying a guitar and asked if he was the chaplain. When he said, “yes,”
I asked if he would come to my sister’s room and sing for her. When
he came into the room, Mary was still anxious and upset about all the
dramatic changes in her condition, fearing the implications of being a
hospice patient.
As soon as the chaplain began to play and sing “Amazing Grace,”
she seemed to settle and become more comfortable. Soon, she was
swaying to the music. Mary lifted one hand high, as was commonly
done in her charismatic Christian church.
My sister surprised everyone and lived 17 days. Although she was
comatose for the last eight days, the chaplain still came by each day and
sang her spirituals and other songs.
At Mary’s memorial service, my brother-in-law asked that any
donations in his wife’s memory go to the hospice facility. He told me
that when he retires from his job, he will look into volunteering at the
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hospice. He also said that when his time comes, he would like to be in
the same hospice.
Not all patients with terminal illnesses have the benefits of excellent
hospice care. Another case that illustrates how far we have to go in
improving palliative care involves a man that I saw at the LA County +
USC Medical Center in 1991.

An Illegal Immigrant Requests Euthanasia
One busy day an intern called me saying that he had a cancer patient
in the intensive care unit (ICU) screaming for euthanasia. By begging
for death, the patient, a 52-year-old Korean man who I will call Mr.
Kim (a pseudonym), made the young doctor and his colleagues very
uncomfortable. As director of the Pain and Palliative Care Service, I
listened to the intern’s description of Mr. Kim’s surgery in Seoul, Korea
for stomach cancer 13 months earlier. I learned more of the patient’s
history from reviewing his three week ICU course in the very thick
chart.
Since the cancer had already spread to the liver and elsewhere, his
Korean surgeons infused chemotherapy into Mr. Kim’s abdomen during the operation. Korean medical oncologists followed that by giving
conventional outpatient chemotherapy.
Seeking a second opinion, Mr. Kim came to the United States and
stayed with relatives. As an outpatient at the LA County + USC Medical
Oncology Clinic, he received an experimental chemotherapy drug for
six months. This failed to control his disease. The drug toxicity lowered
his blood platelet count, which increased his chances of bleeding from
the remaining abdominal tumors. He received multiple transfusions of
blood because of constant hemorrhaging through his gastrointestinal
tract.
One bleeding episode required hospitalization to achieve control.
During that admission, after discussing it with his doctor, Mr. Kim
agreed to a “do-not-resuscitate” order. Upon discharge from hospital, he
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was, unfortunately, not referred to a visiting nurse association hospice
program or to my Pain and Palliative Care Service for comprehensive
care in the terminal phase of his disease.
Three weeks later when Mr. Kim was again vomiting blood, his
family rushed him to our emergency room. The emergency room
doctors immediately transfused him with blood and moved him to
what was then a new, ultramodern ICU. When bleeding persisted, he
underwent angiography of his abdominal blood vessels (i.e., an X-ray
study in which dye is introduced through a catheter threaded into an
artery). An attempt to stop the bleeding by injecting plastic pellets into
the stomach artery through the angiogram catheter failed. Undaunted,
the specialists in interventional radiology later repeated this procedure
because of persistent bleeding—again unsuccessful.
Because the cancer was so advanced and the patient was unable to
take food while the bleeding persisted, the intensive care unit physicians ordered total parenteral nutrition (TPN) to prevent malnutrition.
This consisted of over three liters of intravenous fluid per day containing about 3000 calories of nutrients delivered into a large vein near his
heart.
Days later Mr. Kim developed a fever. His doctors promptly ordered antibiotics. When the fever persisted and blood cultures showed
infection with resistant bacteria, they switched him to more powerful
antibiotics.
On the 10th hospital day, a new intensive care unit doctor discussed
with Mr. Kim and his family the seriousness of his condition. Mr. Kim
again requested not to be resuscitated if his heart stopped beating. The
doctor dutifully noted this in the chart.
Abdominal pain had been a big problem even before this hospitalization. Mr. Kim had taken prolonged-release morphine pills for pain
for at least six months. While in intensive care, his pain had increased
despite institution of an intravenous morphine infusion and raising the
dose to 20 milligrams per hour (a high dose).
Mr. Kim’s doctor asked the anesthesiology pain service to give a
nerve block with a long needle into the nerves in the back of his abdo- 89 -
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men in order to better control his severe pain. After deliberation for
several days, the anesthesiologists declined to carry out the nerve block
procedure for fear of causing internal bleeding and possibly shortening
Mr. Kim’s life.
On the 21st day in the ICU, with Mr. Kim now screaming for euthanasia, the intern called on me asking for new suggestions for the
management of his pain. The young doctor had observed that a marked
accumulation of fluid in Mr. Kim’s abdomen appeared to contribute to
the pain.
This case offered me an excellent opportunity to teach the intern
and ICU team some of the basics of palliative care (pain and symptom
management). I explained that, for a terminally ill patient in this situation, although we cannot honor a request for euthanasia, physicians
are under no legal, moral, or other obligation to continue therapies
designed to prolong life, such as blood transfusions, total parenteral nutrition, angiographies, and antibiotics. However, we are duty bound to
control pain and other bothersome symptoms and to relieve suffering.
I suggested that they remove abdominal fluid (i.e., perform a
“paracentesis”) to decrease the pressure in Mr. Kim’s abdomen. I also
requested that the intravenous fluids, including the total parenteral
nutrition, be stopped in order to prevent further misery from the accumulation of more fluid in his abdomen. Finally, I recommended an
increase in the morphine infusion dose from 20 to 30 milligrams per
hour, to better control his pain.
The next day when I saw Mr. Kim he was in coma and the morphine
infusion had been stopped. Very distraught relatives filed in and out of
his room for short visits, making their way between the hospital staff
and the life-support technology.
Checking the chart, I noted that the paracentesis had not been
done, again for fear of causing bleeding and shortening Mr. Kim’s life.
The doctors continued two intravenous antibiotics, total parenteral
nutrition feedings, and frequent insulin injections. Cultures drawn two
or three days earlier showed that two types of bacteria were growing in
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his blood despite the antibiotics. The doctors still ordered daily or more
frequent laboratory blood tests.
I spoke at length with the intern and resident concerning palliative
care in this type of situation and what to do if abdominal or other pain
returned. During the following night, Mr. Kim woke up enough to express pain. A morphine injection was given intravenously, but initially
did not work. Instead of giving Mr. Kim higher doses of morphine, the
doctors injected Valium, a tranquillizer, which only quieted him down.
In the morning, the staff suddenly became concerned about the
inappropriate utilization of the hospital’s resources (the ICU bed) and
ordered Mr. Kim’s transfer to the regular ward. The total parenteral
nutrition, antibiotics, and insulin could all be continued on the regular
ward, but the morphine infusion pump could not because of hospital
regulations.
The intern wrote an order for prolonged-release morphine sulfate
tablets to be crushed and given through the stomach feeding tube.
I pointed out to the staff that crushing prolonged-release morphine
converts it into immediate-release morphine. In someone with tense
fluid throughout the abdomen and acutely ill with sepsis (blood infection), as well as low blood pressure, oral medications would hardly
be absorbed from the gastrointestinal tract. Plus, the dose of one 30
milligram prolonged-release morphine tablet every 12 hours was about
1/36th the equivalent of the 30 milligram per hour infusion he had
previously received.
The nursing administration agreed to make an exception and allow
the morphine pump for his final hours. However, the pump was not
turned on, since Mr. Kim never came out of coma. The nurses and
doctors were trained to wait for the patient to have pain before giving
the pain medicine. This approach gives poor pain control to cancer
patients with chronic pain particularly during the active dying process.
I wish there was a happy ending to this story, but there is not. When
Mr. Kim died, the doctors told the family that they had done all they
could medically to save him. No one could be charged with malpractice
since this is not unusual treatment of the dying in the U.S.
- 91 -

grand bargains
Multiple obstacles in our medical care system and a lack of training
in care of the dying had prevented even rudimentary pain and symptom
control measures for Mr. Kim. The system provided virtually no help
for him and his family with the psychological and emotional process of
preparing for his death.
For Mr. Kim and many others who have received inappropriately
aggressive high-tech interventions for advanced terminal diseases, the
treatment was much worse than useless. It greatly increased the pain,
suffering, and psychological distress during the dying process. This
three-week stay in the ICU served only to magnify his pain and suffering enough for him to beg for euthanasia.
For Mr. Kim, euthanasia was not the answer. Physician training in
palliative care and hospice medicine offered a far better solution. To
date, post-graduate physicians and medical students at most teaching
hospitals still do not receive adequate palliative care training.
In a time of dire shortages of health care funding for the poor, including illegal immigrants like Mr. Kim, we need health care reform to
include reform of the care of the dying. Mr. Kim’s futile treatment for
three weeks in the ICU cost taxpayers over $50,000 in 1991. The cost
would be over four times that in 2016.3, 4

My Proposal for a Hospice Ward at My Hospital
Weeks after Mr. Kim’s death, I submitted a request to LA County
administrators for an inpatient hospice ward at LA County + USC
Medical Center. I brought Mr. Kim’s case to the attention of Dr. Jonathan
Weisbuch, medical director of the LA County–Department of Health
Services. Dr. Weisbuch strongly supported my recommendation to start
a hospice ward and arranged for me to present my proposal to the Chief
of the Medicaid Policy Section of the California State Department of
Health Services, T. George Wilson, MD, and his staff in Sacramento.
Dr. Wilson and his staff supported my proposed inpatient hospice
to provide an alternative for patients like Mr. Kim. Dr. Wilson’s boss,
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Sally Lee, Chief of Medicaid Operations Division (Medi-Cal in California), wrote a letter of support to Dr. Weisbuch with copies to the
director of the LA County Department of Health Services and other
medical administrators.5 Unfortunately, the proposed inpatient hospice
ward would have reduced Medi-Cal funding for the LA County + USC
Medical Center by decreasing the number of patient days in hospital.
Consequently, no action was taken.

“Death Panels”
In the run up to the passage of the Affordable Care Act (ACA),
detractors of Obamacare found a fear mongering talking point with the
concept of “death panels.” Rumors, spread by talk-show hosts like Rush
Limbaugh and Glenn Beck, suggested that the bill empowered “death
panels” to “euthanize” elderly Americans. Conservatives found a case
to spotlight. ABC News reported on Ms. Barbara Wagner, a woman
with recurrent lung cancer, who received a denial of a $4000 a month
cancer drug from her insurer, the Oregon Health Plan. However, the
Plan would pay for a $50 drug that could be used for assisted suicide.6
The Oregon Health Plan provided “basic” insurance to people on
Medicaid, and to other poor people that earned too much money to
qualify for Medicaid. The Oregon Legislature and Governor determined what the benefits included. Ms. Wagner’s primary care physician had no say. This case illustrates why top-down insurance coverage
decision-making by insurance company or government bureaucrats is
unraveling.
Obamacare legislation included provisions for Medicare and private insurers to pay for optional consultations with doctors regarding
hospice or palliative care benefits. Palliative care has come to mean
pain and symptom management given concurrently while a patient still
undergoes active life prolonging treatments (e.g., chemotherapy, radiation, etc.). Legislators eventually removed the provisions for paying
doctors to do consultations about hospice and palliative care. However,
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the U.S. Department of Health and Human Services regulators snuck
it back in as part of the ACA provision for Medicare to cover annual
wellness visits to physicians.
The new rule allows doctors to discuss “voluntary advance care
planning.” The federal regulation provides a Medicare billing code for
physicians to be paid to give information to patients on how to prepare
an “advance directive,” concerning the patient’s wishes for or against
heroic life support measures if they are terminally ill.7
I’m sorry, but the U.S. Congress, the Department of Health and
Human Services, individual state legislatures, and insurance company
administrators have no business practicing medicine. What outrages
me is the implication that the practice of medicine consists of whatever
Congress and medical insurance companies deem worthy of reimbursement. Increasingly, Congress and insurance companies are controlling the practices of physicians. Instead, physicians should have the
autonomy to practice medicine while legislators govern and insurance
companies just deal with paying the bills. Patients, then, could choose
their physicians based on how different doctors practice medicine.

Underutilization of Hospice and Palliative Care Services
Ask yourself the question, “If I had a terminal illness, would I rather
die at home or in the hospital?” In many lectures on pain and symptom
management, I have polled audiences on this question. Almost everyone would prefer to die at home or in a supportive hospice environment. However, over half of terminally ill Americans die in hospitals,
many in pain and with unnecessary suffering. The major reason for this
paradox is the lack of training of physicians in counseling seriously ill
patients and in treating the pain and other symptoms associated with
advanced diseases. Few physicians-in-training do clinical rotations
with hospice teams, which is the best place to learn to treat severe pain
and distressing symptoms of people with terminal illness.
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In three years of my hematology/oncology fellowship, I had no
clinical rotation in hospice care and pain management. However, by
spending the last clinical rotation of my fellowship in hematology/oncology working in hospices in England (Oxford, London, and Worthing), I made an unexpected discovery. I learned that I didn’t know that
I didn’t know how to treat pain and other symptoms of terminally ill
cancer patients. I resolved to spend my career trying to improve the
situation.
The second major reason that so many terminally ill people die in
hospital rather than at home is money. It costs much more to die in
hospital. Not surprisingly to some, clinical practices follow financial
incentives. While hospital doctors and staff may be very compassionate
and want what is best for their patients, they work in a system driven
by money. To be enabled to die at home instead takes a great deal of
planning and preparation.
Helping people with the complex task of remaining at home in
comfort for the duration of a terminal illness is not well reimbursed
relative to having patients occupy hospital beds. And few doctors are
well trained in undertaking the complexities of coordinating hospiceat-home care. The involvement of a hospice team is essential. As the
system now works for terminally ill people, the default option is to die
in hospital—where insurance companies will pay $5000 per day and up
instead of maybe $200 per day for home hospice.
To have better end-of-life patient outcomes, physician training in
palliative care/hospice and financial incentives of the health care system have to change.

The Pain and Palliative Care Service at the LA County + USC
Medical Center
I served as Chief of the Pain and Palliative Care Service at the LA
County + USC Medical Center from 1987–1995, caring for cancer
and AIDS patients with severe pain. Over that period of time, a nurse,
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internal medicine residents, and I consulted on over 2000 patients. You
could say that I acted as the “direct practice” physician (Chapter 3) for
these people, usually following about 150 patients at any given time.
I also worked as attending physician for teams of internal medicine
residents and medical students that admitted patients to the hospital
wards. About 20% of the general internal medicine patients my team
admitted to my hospital ward service had pain and symptoms of
advanced cancer or AIDS. One of those patients was Mrs. Brown (a
pseudonym).

Mrs. Brown—a Woman with Far Advanced AIDS
While serving as attending physician for an admitting internal
medicine team, Mrs. Brown, a black woman in her 60s, was admitted
to my service. She was in coma from brain complications of AIDS. Mrs.
Brown lived in the central California valley with a large supportive
family. The local physicians had treated her over several years with the
appropriate antiviral medications for AIDS, yet she had progressed to
the end stage of the disease.
Once Mrs. Brown lapsed into coma in a hospital, the local physicians told the family that a transfer to an intensive care unit (ICU)
would be futile and recommended no further anti-AIDS treatment.
The family objected violently and asked for the ICU transfer and life
support machines. Prolonged discussions between the outside hospital
physicians and family members did not resolve the dispute.
Finally, the family paid $5000 to charter an airplane to Los Angeles
where a waiting ambulance transported her to the LA County + USC
Medical Center emergency room and from there to my admitting team.
A brilliant and compassionate senior resident was in charge of the patient’s care. He had been up all night with the usual 12–20 admissions
but still called me at home to discuss Mrs. Brown. After he told me
her story, I told him that I recommended palliative care on the AIDS
ward rather than transfer to the ICU. He felt the same way. However,
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he wanted to clear it with me before meeting with Mrs. Brown’s family
about her condition.
After the meeting with her family, he called me at home again,
saying he was unable to convince the family that it would be better
for their mother to have comfort care on the AIDS ward than to be
on a mechanical ventilator receiving aggressive life support measures
in the ICU. He said that at least a half dozen family members were
adamant about the ICU transfer. They hadn’t flown her to LA to have
symptomatic treatment alone.
I asked the resident to tell the spokesperson for the family—the
patient’s son—to call me at home. When the son, John (not his real
name), called, he initially expressed a belligerent tone. John made it
clear at the outset that he and the family were insisting on an ICU
transfer so that everything possible could be done to save his mother.
Rather than argue with him, I asked him to tell me about his
mother’s illness. John said that his mother contracted HIV from a
blood transfusion and not from sex or IV drug abuse. He and the family wanted everyone caring for her to know the origin of her infection.
I commiserated with him about the tragedy of his mother becoming
infected.
John told me that throughout the illness the family had supported
his mother and that they all had a lot of love for her. He said that the
demonstration of their love for her was chartering a plane to Los Angeles when the central valley doctors said they had no more treatments
to give her. When John seemed to run out of things to say about his
mother, I prompted him for further information until he fully expressed
the family’s sentiments.
During this 30-minute+ phone conversation, John’s tone changed
from hostile and belligerent to conciliatory. He seemed to be coming to
an understanding that I cared about his mother and his family.
Before beginning my explanation of our treatment recommendations, I congratulated John and his family for all they had done out of
love in her behalf. I told him that it was apparent to me that the family
all wanted the best possible care to be given to his mother. He agreed.
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I pointed out that she was on the AIDS ward, which had an excellent reputation for state-of-the-art treatment and for nursing care. I
said that our doctors and nurses are some of the most experienced in
the world in treating people with AIDS.
I asked him if he wanted to know what I thought was the best treatment for his mother. He said, “Yes.”
I said that while we don’t have a cure for her AIDS, we have good
treatment for her. We could allay any discomfort or suffering that she
may experience. I said that to hook her up to a breathing machine in
an ICU would be needlessly increasing her suffering.
The belligerent tone returned somewhat, and John said that the
whole family wanted her in the ICU. I said that, if she were my mother
or someone I loved, I wouldn’t want that for her. I repeated that she
was very lucky to have such a loving family and that I was sure they all
wanted what was best for her.
John finally agreed to having his mother remain in a regular ward
bed rather than going to the ICU. I said that he and his family were welcome to be with her day and night as much as they liked. He thanked
me. I called my resident to tell him about my conversation with the son.
He thanked me effusively.
The patient died peacefully on the AIDS ward about three days later
with her family in attendance.

Hope
Hope means different things to different people, and it changes as
medical conditions change. A hope for a cure can morph into a hope for
freedom from pain and suffering or that a relationship can be mended.
For many people, hope and faith are inextricably linked. People may
pray ceaselessly for a miracle for their terminally ill loved one, but then
accept death when it comes as “God’s will.”
Physicians should tell the truth with kindness, but never try to take
away the patient’s hope. I never told any patient, “I have nothing more
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to offer you.” Frequently, I told terminally ill patients something like,
“While we don’t have a cure for your condition, we have good treatment for the pain and symptoms. My staff and I will always be available
to help you no matter what happens. No one knows how long you have
to live. Whatever time you have, we can help you remain a comfortable
as possible, whether at home or in the hospital.”
Dr. Susan D. Block, a palliative care physician at Harvard Medical School, said it well, “Hope lives inside a patient and the physician’s
behavior can either bring it out or suppress it. When a patient has goals,
it’s impossible to be hopeless. And when a physician can help a patient
define them, you feel like a healer, even when the patient is dying.”8

Hospice Care for a Friend’s Demented Mother
Thelma, the 85-year-old mother of Louise, a friend of mine, had
advanced dementia. She lived in a home with other patients receiving
around-the-clock nursing care. Thelma was incontinent, could speak
only occasional random words, and required assistance with eating and
other activities of daily living. After Thelma had a difficult hospitalization for a pelvic fracture, Louise enrolled Thelma with a provider of the
Medicare hospice benefit at my suggestion. Both Thelma and Louise
liked the care much better, and things stabilized for nearly a year. However, Thelma’s condition was so stable that the hospice administrator
notified Louise that Thelma would no longer be able to receive hospice
care because of Medicare regulations. Congress designed the hospice
benefit in 1981 to be available for terminally ill people with less than
six months to live.
By not dying within six months of enrolling into the hospice benefit,
Thelma was putting the hospice providers at some risk of being charged
with fraud by Medicare. Indeed, in the 1990s, Center for Medicare and
Medicaid Services administrators did analyze the lengths of stays of
hospice patients around the county. Some hospice programs were cited
because they had too many patients living longer than the Congres- 99 -
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sional regulation designated six months. Some of those hospices had to
return some of the Medicare reimbursements and pay fines.9
Reluctantly, Thelma’s hospice transferred her back to regular Medicare services and stopped visiting her. Since 24-hour emergency care
was no longer available through the hospice, the care home felt that
complying with federal regulations meant transporting Thelma to an
emergency room for a sudden change in health status. I told Louise that
Thelma was stuck with Congressionally-mandated, very dysfunctional
regulations. I offered to help as much as possible.
A few hours before Louise was leaving on a trip to Eastern Europe,
Thelma fell off of the commode and hurt her ankle at the care home.
The attending nurse called an ambulance even before notifying Louise.
Louise then informed me. I phoned the emergency room and asked
for the physician assigned to Thelma. The ER doc had no chart and no
one to give him his patient’s history. He described an acutely agitated,
completely incoherent, naked woman wildly moving all four extremities without apparent limitation.
I summarized Thelma’s history for the grateful ER physician. He
said that x-raying the ankle would require heavy sedation. He also
wondered about the need to send her urine for bacterial culture to rule
out a urinary tract infection causing the acute delirium. He asked me
what to do.
I told the ER doctor not to order an ankle x-ray or a urine culture.
I recommended that he immediately send Thelma back to the care
home. Attempting some humor in this stressful situation, I asked him
to order an emergency hospice consult. He didn’t understand my joke
and asked me to explain. I said that the poor woman should never have
been forced by the federal government to leave her previous hospice
care. He followed my recommendations.
As a slight consolation for Thelma, the Medicare hospice benefit
law allows people like Thelma to re-qualify for hospice after an ER visit
or hospitalization. Louise saw Thelma safely returned to the care home
and hospice re-established. With her mother safe, Louise made her
plane to Eastern Europe.
- 100 -

end-of-life care reform
Thelma’s ankle healed with time on its own, and she could walk with
assistance after a couple of weeks. Over the next four to five months,
she gradually deteriorated further. Her weight dropped from over 150
pounds when healthy to under 90 pounds. Louise took my advice and
declined the insertion of a feeding tube. A few weeks before potentially
timing out of the Medicare hospice benefit for a second time, Thelma
died in the care home with Louise and her husband in attendance.
Louise was very grateful for the hospice and for my assistance.

Palliative Care Appropriate for People with Dementia
Unfortunately, many people with dementia, like Thelma, have burdensome treatments during their final months on earth.
A study of 323 people with advanced dementia in nursing homes
by Harvard researchers found that more than half of the patients died
within 18-months. During the last three months of life, 132 patients
received at least one inappropriate treatment, like transport to an emergency room, hospitalization, feeding tubes, or intravenous treatments.9
The investigators found marked differences in the inappropriate
treatments based on what family members knew about dementia.
When family members understood that dementia is progressive and
terminal, few patients received aggressive care. Conversely, when family members did not understand the nature of the disease, most patients
had unnecessarily burdensome treatments.
A report from the Alzheimer’s Association showed that 71% of nursing home residents with advanced dementia died within six months of
admission, yet only 11% were referred to hospice care.10 This represents a failure of our health care system—particularly the primary care
component—resulting in worse care and higher costs. Without proper
counseling, grieving family members, who often struggle with guilt, do
not stop aggressive treatment for fear of abandoning their loved one.
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The answer is strengthening the primary care component of our
health care system (Chapter 3) and better training of all physicians in
palliative care and hospice.

Physician-Assisted Suicide California Campaign 1992
Following the lead of Oregon, advocates of physician-assisted suicide in California placed an initiative on the ballot in 1992 to legalize
the practice. I joined the coalition of organizations formed to campaign
against this ballot referendum. The opposing organizations included
the Catholic Church, California Medical Association, California Nursing Association, and American Association of Retired People.
At the first meeting of the coalition to defeat the California physician-assisted-suicide initiative, I appealed for a campaign to educate
physicians in pain control and palliative care for the terminally ill. The
members all responded positively. The representatives from the Catholic Church and the California Medical Association promised to work
on strategies to educate physicians in hospice medicine after defeating
the assisted-suicide initiative.
When pollsters and politicians joined the coalition to defeat the
assisted-suicide initiative, they advised the group to avoid mentioning
that physicians are not trained to properly care for the dying. Without
conducting focus groups on the issue, they probably rightly figured
that the public would be confused on hearing that their doctors lacked
training in proper pain and symptom management.
Instead, the campaign to defeat the assisted-suicide initiative focused on saturating the airwaves with 30-second sound bites designed
to scare people about aspects of the initiative. The sound bites highlighted the lack of a required waiting period after a patient asked for
assisted suicide. They mentioned that the family and friends need not
be notified when someone is about to receive physician-assisted suicide. They also pointed out that non-clinician physicians, like patholo- 102 -
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gist and euthanasia crusader Dr. Jack Kevorkian, could assist suicide
instead of treating doctors.
After voters defeated the initiative 54%–46%, none of the members
of the coalition worked on improving physician education in pain and
symptom management.

Book: Euthanasia is Not the Answer—
A Hospice Physician’s View
In order to be more involved in the debate, I wrote my first book,
Euthanasia is Not the Answer—A Hospice Physician’s View (Humana
Press, 1992).11 The premise of the book was that terminally ill people
receiving good hospice medical treatment with pain and symptom
control do not want to be euthanized or to commit suicide. In order
to eliminate the demand for euthanasia and physician-assisted suicide,
physicians, especially those treating cancer and AIDS patients, should
be trained in the principles and techniques of hospice medicine.
Much of the material for the book came from my experiences as
chief of the LA County + USC Medical Center Pain and Palliative Care
Service. By 1992, I had cared for over 1000 terminally ill patients. Only
12 of those patients had brought up the subject of assisted suicide or
euthanasia. In all those cases, the patients mentioned to a nurse or
other staff member rather than to me that they wanted help with dying. In 10 of the cases, the patients changed their minds after pain and
disease-related distressing symptoms were relieved.
In one patient with lung cancer and pain in the neck from bony
metastases, massive doses of morphine and other pain medicines did
not bring the pain down to tolerable levels. I asked the anesthesia pain
consultant to place a catheter next to the man’s cervical spine so opioid
drugs infused near the tumor could control the pain. At that time,
the anesthesia pain consultant did not have the necessary high-tech
equipment, so he did not do it. Unfortunately, the patient suffered and
asked for euthanasia until he died from the tumor. I felt badly that the
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hospital could not muster the resources to help us control the pain. I
saw the problem as a medical system failure rather than a reason to
sanction euthanasia or assisted suicide.
One patient followed by our service with AIDS and depression, did
commit suicide by overdosing on his prescribe medications. He lived in
a downtown Los Angeles single-room occupancy apartment and had
very little, if any, contact with family or friends. I felt that our palliative
care services failed him because we did not have the resources to help
him get sufficient social and psychological support.

Variations in Medicare Spending for End-of-Life Care
Cost-of-care for Medicare patients varies widely in different regions of the country. Quality-of-care is not better in high spending
areas. Patients in regions with greater overall end-of-life spending do
not live longer, have better quality of care, or patient satisfaction.12
However, higher-spending regions do have a greater regional supply of
specialists,13 hospitals, ICU beds,14-16 and sophisticated technologies.17
When physicians are presented with terminally ill patients described
in structured vignettes, those doctors that practice in high-intensity
regions have a greater tendency to recommend tests, make referrals,
and prescribe treatments, and are less likely to refer to hospice.18, 19
A nationwide study of care for Medicare recipients in the last six
months of life compared the lowest spending quintile (one-fifth of
patients) with the highest spending quintile. The authors found that
patients in the highest spending areas underwent
•
•
•
•

1.8 times the number of days in hospital,
2.2 times the number of days in the ICU,
2.6 times the number of resuscitation attempts, and
2.9 times the number of feeding tubes inserted.
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Patients in high-spending regions had many more expensive and
uncomfortable procedures. However, their length of survival and most
other outcomes did not differ significantly from those in low-spending
areas. The satisfaction with care, however, was significantly lower in
the highest-spending quintile compared with the lowest-spending
quintile.12
The huge variations in spending—reflected by the above differences
in days of aggressive treatment—for end-of-life care are not because
patients in some geographical regions of the country demand more
high-tech interventions than people in other areas. A published survey
of 2515 Medicare beneficiaries all over the U.S. reported no significant differences in end-of-life care preferences between high and low
spending regions:20
1. Patients concerned about getting too little end-of-life treatment—39.6% in the lowest spending quintile versus 41.2% in
the highest
2. Patients concerned about getting too much end-of-life treatment—44.2% in lowest spending quintile versus 45.1% in the
highest
3. At the end of life, patient preferences for spending their last
days in a hospital—8.4% in the lowest spending quintile versus
8.5% in the highest
4. Patient preferences for potentially life-prolonging drugs that
made them feel worse all the time—14.4% in lowest spending
quintile versus 16.5% in the highest
5. Patient preferences for palliative drugs, even if they might
be life-shortening—77.7% in lowest spending quintile versus
73.4% in the highest
6. Patient preference for mechanical ventilation if it would extend
their life by one month—21% in lowest spending quintile versus 21.4% in the highest: or by one week—12.1% versus 11.7%
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Most people want state-of-the-art palliative care at the end of life,
but too few people receive it. The result is much unnecessary suffering
and the waste of tens of billions of dollars.

Grand Junction, CO: Top Quality End-of-Life Care, Low Cost
The New Yorker magazine ran an article by Dr. Atul Gawande about
health care costs in various cities.21 This article caught the attention of
White House and Congressional health policy experts, leading many
to believe that $500 billion could be saved from Medicare over 10 years
without reductions in necessary services. The article contrasted Medicare costs and quality of care in McAllen, Texas with those in Grand
Junction, Colorado. The cost of the last six months of life for Medicare
recipients in Grand Junction was $8366 and in McAllen was $21,123.20
Dying Medicare patients in McAllen had over five times the IUC days
as those in Grand Junction. Only 16.7% of Grand Junction patients
died in an acute care hospital, compared with 45.1% in McAllen.22
In contrast with McAllen and other high medical spending areas of
the U.S., the Grand Junction medical providers have fostered a culture
of cooperation and innovation in the provision of excellent medical
care at relatively low cost.23 While Grand Junction medical providers
are not administratively integrated into a single health maintenance
organization, they have formed the equivalent of some components of
an accountable care cooperative.
The Grand Junction community hospice provider, “Hospice and
Palliative Care of Western Colorado,” serves everyone regardless of
insurance payer. It provides innovative end-of-life care and maintains
a state-of-the-art inpatient facility for times when hospice patients cannot remain at home.
PCPs encourage advanced planning and communication. They assist specialists both in caring for the hospice patient and in talking to
families at the appropriate time. Compared with hospices throughout
the country, Grand Junction hospice patients spend significantly fewer
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days in the hospital, more days on the hospice benefit, and are more
likely to die at home than in the hospital.24

Grand Bargain for Good Hospice/Palliative Care: ACCs
With Grand Bargains-based health care reform, the ACC of each
person’s choice will determine the medical benefits provided, including
hospice and palliative care.
With ACC care, doctors of Ms. Wagner (the Oregon cancer patient
on Medicaid insurance) would have decided the insurance coverage.
Depending on the benefit package of the ACC, she might or might not
have been offered chemotherapy. If not, reasons may include that the
side effects caused by the drug, together with the highly questionable
survival benefit claimed from drug-company funded trials, did not
justify the treatment in the opinion of ACC physicians. Instead, she
might have been offered nontoxic alternative anticancer therapies and
palliative care. If she wanted to appeal the denial of the chemotherapy
drug by ACC decision-makers, she could have taken the case to a committee of ACC staff and other members of the ACC.
The fear that bean-counting Washington, D.C. bureaucrats on
“death panels” will decide what treatments you will or will not be offered in life or death situations will be resolved by putting each person’s chosen doctors and their ACC managers in charge of insurance
funding decisions.

Summary and Conclusion
A measure of the effectiveness of any health care reform proposal is
whether it leads to better care of terminally ill people. A patient’s PCP
should stay actively involved in providing end-of-life care. The PCP is
best suited to integrate active and palliative care as required throughout
the course of a serious illness. For a person with an advanced terminal
- 107 -

grand bargains
disease, appropriate and timely referral to a local hospice/palliative
care organization by the PCP is the best way to improve quality of life.
With ACCs administering medical education funds for medical
students and postgraduate physicians-in-training, the philosophy and
techniques of hospice and palliative care medicine will be emphasized.
Medical school educational curricula and postgraduate training programs will teach future PCPs and other physicians-in-training the art
and science of end-of-life care (Chapter 19).
With proper training, PCPs will soon learn when patients with
advanced incurable illnesses are best served by intensive supportive
care—at home if possible—rather than futile hospitalizations and
hugely expensive intensive care unit nightmares. Hospice programs
with well-trained physicians and nurses should be available to people
in need throughout the country.
Grand Bargains based payment reform will incentivize rather than
discourage excellent end-of-life care. Early referral for terminally ill
people to palliative care or hospice services will improve care, save
money, and likely extend life modestly.
Excellent end-of-life care means better quality of life for patients
while they are living, bereavement services for surviving family members and friends, and more affordable health services for all.
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Chapter 6

Additional Health and Social Services

W

ith ACC-based health care reform, ACCs will be in charge of
allocating all health and social-safety-net funding (Chapter 2).
ACC decision makers will have great flexibility in funding what they
think are the most beneficial and innovative health and social-safetynet services for their enrolled patients. Alternative and/or additional
services beyond what insurers now cover include (1) health promotion
and preventive medicine (2) hospice and palliative care, and (3) child
care, all of which are addressed in Chapters 4, 5, and 12, respectively.
This chapter will address mental health care, experimental treatments,
long-term care, oral health care, and what have come to be called alternative and complementary treatments.

Michael: My Mentally Ill, Substance-Abusing Friend
Over the last five years or so, I have gotten to know a 30 year old
man, Michael (not his real name), diagnosed with mental illness, alcoholism, and drug abuse. A next door neighbor and friend introduced
me to Michael when Michael showed up on his doorstep homeless and
hungry. Michael is the nephew of a close friend of my neighbor.
Michael was allowed to sleep on my friend’s living room floor for a
few days while I tried to hook Michael into Alcoholics Anonymous and
a local drug-alcohol rehabilitation program. I spent time with Michael
getting to know him. I fed him, taught him a little about cooking and
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baking, and tried to use my skills of persuasion to convince him to
become serious about getting sober.
Michael grew up in a dysfunctional family. His father and a brother
had both been to prison. His parents divorced when Michael was young.
At least two of his siblings also struggled with substance abuse. Michael
dropped out of high school in the ninth grade to do construction work.
He spent the money that he earned for drugs and alcohol. Despite great
efforts by his mother and an uncle to help him get treatment for substance abuse and mental illness, Michael periodically found himself
homeless and living on the street. He would enter drug and alcohol
detoxification and rehabilitation programs only to quit within days or
weeks.
Some friends of mine and I donated money to a local environmental cleanup nonprofit organization to employ Michael cleaning up local
wetlands. He said that he would try it, but he never showed up for
work. Owners of two sober living homes kicked Michael out while I
was trying to help him.
One spring day, Michael showed up at the house, again without prior
notification. This time Martha, a five-months-pregnant girlfriend, accompanied him. She admitted to being addicted to methamphetamine
and lived on the streets like Michael. This was to be her second child.
Her mother took care of a two year old toddler in a nearby city.
After they crashed on the floor in the garage for the night, I offered
them breakfast and did my best to convince Martha to go into a shelter
for homeless, pregnant women. I appealed to her for the sake of the
baby. I referred her to the homeless crisis agency that I had found with
an online search. Unfortunately, the pull of the drugs won. Michael and
Martha departed for the streets shortly after breakfast.
A couple of weeks later, Michael appeared back at my front door,
alone. He said that Martha had gone into a shelter for homeless women
the day after our encounter. I was happy about that. He had told her
good-bye and had no knowledge of whether she stayed in the shelter,
stayed sober, or how she and the fetus were doing.
- 110 -

additional health and social services
Michael said that he wanted to get into Alcoholics Anonymous
meetings and asked me to find the local times and places for meetings.
However, after I found him the local available alcohol rehabilitation
programs, it was apparent that he had no real interest in attending.
I offered him a meal and listened to more of his story. He made it
clear that his depression and chaotic family situation were his main
problems. These led him to abuse drugs and alcohol as a teenager.
Intermittently, he would have weeks or months of sobriety. Then he
would get lonely and depressed. He would meet up with drug abusing
friends and the cycle would repeat.
Michael’s mother helped him access counselors and therapists
beginning in high school. She worked the system and helped him get
onto Social Security Disability. At first, she was his conservator and
monitored his government checks. However, she tired of his constant
nagging and finally withdrew from being the conservator. Inexplicably,
the social services administrators allowed Michael to manage his own
Social Security Disability payments.
Generally, he spent his government check on drugs and alcohol
over a few days at the beginning of each month. No physician, medical social worker, or other health professional monitored his behavior.
Michael said that more and more of his friends and acquaintances on
the street were receiving government disability checks. It’s frightening
that Michael and presumably other addicts and alcoholics use disability checks for drugs and alcohol and have little or no professional
monitoring.
He shared that he thought he would die young. He said before he
died, he wanted to get back at the people that had done him wrong.
Michael had some grudges against some family members and others.
He said he had read a lot about the so called the “night stalker,” a
serial killer and rapist named Richard Ramirez. Michael indicated that
he identified with the loneliness that Ramirez felt that supposedly led
him to his killing rampages. Michael read that Ramirez corresponded
with and married a woman while in prison. Michael expressed some
envy about that.
- 111 -

grand bargains
I had lots of concerns about Michael’s troubled thoughts and feelings of anger and hatred. I wish to this day that there was a way to get
him professional help with his mental illness and substance abuse. I
worry that he might have a potential for violence.
Michael is big and strong. He had some training in martial arts
while in his teens and during periods of sobriety. He told me that he has
had to use his karate occasionally on the street when he got jumped. As
far as I know from my neighbor and from Michael’s uncle, Michael has
never been arrested for a violent crime. Aside from 30 days in jail on a
marijuana bust, he had never been in jail.
If I were to estimate Michael’s risk of a major violent act of attacking
someone or even a group of people he felt had done him wrong, I would
guess it might be higher than the average person. I just hope that he
never manages to obtain a gun.
How many Michaels are out there wandering the streets in your
town? Don’t you wish they were all in effective treatment programs?
In trying to help Michael, I decided to use a substance abuse
counseling technique that I had read about called “motivational interviewing.” According to Bill Miller, who introduced motivational
interviewing to psychotherapists, “It’s part of the therapist’s job to help
addicts find the motivation within themselves to change.” Miller’s most
recent definition of motivational interviewing is “. . . a collaborative,
person-centered form of guiding to elicit and strengthen motivation for change.”1
Instead of dictating to the substance abuser what he should do, the
professional is trying to help the patient find the motivation for change
within. By using motivational interviewing, the therapist listens to the
patient and asks questions. The therapist attempts to guide substance
abusers to consider their options. This approach is meant to avoid the
usual anger and defensiveness that addicts have when lectured about
how bad their situation is and about what they need to do to become
sober. The therapist endeavors to illicit in the patient a willingness to
continue exploring the possibilities for change in a collaborative, hopeful, energizing manner.
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I will continue to be there for Michael when he shows up for my
support. I don’t have money to give him, and I wouldn’t give him money
if I had it. However, I know that, if he is ever to get into recovery from
his substance abuse, he will need people that care about him and wish
for something meaningful for him to do with his life. I will do what I
can in those regards. I wish it could be more.

The Broken U.S. Mental Health System
Michael’s case may serve as a good point of departure for discussing
gun violence. I hope he never owns a gun or uses one to hurt anyone.
No one can say if he ever will. However, having thousands of Michaels
on the streets with no mental health or substance abuse treatment is a
recipe for violent crime.
Our epidemic of shooting rampages can’t be stopped simply by
more laws banning assault weapons or by requiring background checks
before selling guns to people. Regulations restricting access to guns
or more police with militarized weaponry will accomplish little or
nothing. Reforming our mental health system needs to lead the way
to preventing gun violence. Expanding insurance coverage to include
mental illness treatment, as written into the ACA, is an important but
small piece of the solution.
In the wake of the Newtown, Connecticut massacre at Sandy
Hook Elementary School, Rep. Tim Murphy, PhD (R-Pa.), a clinical
psychologist, introduced the “Helping Families in Mental Health Crisis
Act.” This was a step in the right direction for reducing mass shootings
and other violence. Congressman Murphy pointed out that many of the
11 million Americans with schizophrenia, bipolar disorder, and major
depression are going without treatment while their families struggle
to find care for loved ones. For many of these most vulnerable people,
the U.S. mental health system, consisting of a chaotic hodgepodge of
inadequate and uncoordinated programs, spanning numerous agencies, is broken.2, 3
- 113 -

grand bargains
In his book How Evil Works, David Kupelian documented that most
perpetrators of recent mass murders were either taking – or just recently
stopped taking – psychiatric medications.4 Regarding the Sandy Hook
massacre, he noted that the media and public attention focused largely
on the guns used by Adam Lanza, while the details of his psychiatric
medication history have not been reported to this day.5, 6 Regarding
Lanza and others, it is important to understand that selective serotonin
reuptake inhibitors (SSRIs: e.g., Prozac and Paxil) and other psychiatric
medications under some circumstances may increase the chances of selfharm and violence towards others.
Our patchwork approach to mental illness, with an overemphasis
on drugs, needs to be revamped. It does not optimize the therapeutic
modalities available. We need more coordinated, holistic care. Additionally, better social welfare programs will keep people from descending into unhealthful living situations that only add to mental instability
and depression.
The National Institute of Mental Health and other federal government health agencies have not had the resources to bring successful
mental health treatment to vulnerable populations. Mentally ill people
too often end up homeless or in the criminal justice system instead of
getting effective treatment. A mentally ill person gunning down other
people is one result of the failed mental health system.
With our very diverse country, I expect that the most effective answer to fixing our mental health system will probably vary in different
communities and among different populations within those communities. Consequently, centralized mental health policies, procedures,
and payment systems financially dependent on the U.S. Department of
Health and Human Services and/or state and local government health
agencies are not only wasteful but are impediments to reform.
We know the desired results of mental health system reform—good
outcomes for mentally ill people receiving treatment, effective mental
illness prevention strategies, and much lower rate of gun violence.
However, we have no consensus about the method to achieve it. Consequently, we need to experiment.
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Grand Bargain #29 Part 1: ACCs’ Preventing Violence by
Fixing Mental Health Care
For each and every U.S. resident, we need to have an ACC-affiliated
team available comprised of mental health services professionals. This
team will have full responsibility for prevention of mental illness and
treatment of people with anxiety, depression, schizophrenia, and other
psychological problems. These teams must have the human and financial resources necessary to find the people early who are at risk for violence and to establish mental wellness-promotion programs that work
for the people at high risk. When psychological treatment is necessary,
it needs to go well beyond pills, talk therapy, and psychiatric hospitalization. Experimenting with treatment approaches and documenting
and publishing the outcomes will help us find better answers.
We may find that part of the solution to gun violence is to sharply
curtail the use of psychiatric drugs and substitute cognitive behavioral
therapy and/or other therapies. Physical exercise, meaningful work,
volunteering opportunities, connections with peers, communing with
nature, and spiritual practices—all of which are proven to give mentalhealth benefits—may play important roles.
The allocation of disability benefits to people with mental illnesses
needs to be reformed in conjunction with psychological disease prevention and treatment reform. Disability benefits for the mentally ill
should be delivered with great flexibility under the auspices of the same
ACC-affiliated teams that provide mental-health prevention and treatment services. Obviously, no one should receive disability checks from
Social Security for mental illness and substance abuse without being
monitored—like Michael was.
Yet, unless family bonds are strengthened in the U.S.—some say
the nation with the weakest family bonds and weakest sense of community—countless people will join the isolated, unsupported people
struggling today in this country. This is why ACCs as cooperatives—offering more than just medical insurance—are vital for a society needing
a stronger, healthier social fabric.
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One major goal needs to be enhanced socialization of patients in society. Whenever possible, employment should also be a goal. For those
who dropped out of high school, obtaining high school equivalency
certification is almost always an important step toward rehabilitation.
The grand bargain for mental health reform and violence prevention will involve ACCs’ providing the strategies to promote mental wellness, treat psychiatric illness, and prevent violence. Patient-centered
medical homes within ACCs, with comprehensive health and human
services, will ably serve people at risk for or who are already suffering
with mental illness and/or substance abuse. For the wide spectrum of
needs of these people, ACC medical home team members will call in
psychologists, psychiatrists, substance abuse program experts, educators, financial counselors, job placement specialists, legal counselors,
clergy, and any other needed consultants.
We also need to think outside the box. For some troubled citizens
feeling cast aside or disenchanted with the “rat race,” temporary respite
and opportunities for growth may be found in the health promotion
retreat centers recommended in Chapter 20. In such centers, especially
ones in rural settings, mentally troubled people may well respond to
opportunities for physical labor, recreation, communing with nature,
social interactions, art, music, singing, healthful eating, and experiential learning all guided and monitored by mental health professionals.
ACCs will compete, in part, on how well they serve their members
in fostering mental wellness, managing mental illness and encouraging
healthier, happier lifestyles. Consequently, ACC’s will need to employ
innovative strategies to achieve optimal mental health outcomes:
•
•
•
•
•
•

low incarceration rates
no homelessness
effective sobriety programs
educational achievement
full employment of all members able to work
integration of parolees back into society and employment without recidivism
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•
•

the lowest possible level of violence
options and opportunities for meaningful community volunteering and careers

ACCs will be adversely impacted financially and in their reputations if excessive numbers of members become homeless, incarcerated,
unemployed, underemployed, or violent due to mental illness. Early
interventions will improve outcomes and save money. Providing holistic mental health care (psychological, social, employment, exercise,
nutritional, spiritual, environmental, psychiatric, etc.) within communities can help patients and the community, while reducing the costs of
hospitalization and incarceration.
As Part 2 of this mental-health-system-reform grand bargain, I
propose taxes on the purchase of any gun and a yearly licensing fee for
ownership of each gun. These ideas will be detailed in Chapter 21 with
the consumption taxes.

ACC-Based Mental Health Treatment Parity
Risk-adjustment formulas to allocate the federal government’s
health care funding to ACCs for their enrollees will consider diagnoses
of mental illnesses on a par with physical diagnoses. Resources for
mental health care will be allocated according to determinations of
need by the ACCs. ACCs that provide resources for excellent treatment
of mental illnesses will probably be preferred because poor treatment
of mentally ill people will cost everyone.
Patients, PCPs, and their ACCs will all benefit from the emphasis
on behavioral or lifestyle change approaches in addition to or in place
of drug treatments for depression, anxiety, attention deficit disorder,
and other psychological illnesses. Some ACCs might even try behavioral/lifestyle approaches to schizophrenia in some cases.7 However,
the PCPs will always be able to choose to fund the drugs that they and
their psychiatrist colleagues think appropriate.
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Jiddu Krishnamurti, a speaker and writer on philosophical and
spiritual subjects, famously pointed out that adjusting to and fitting
into society is not necessarily an indication of mental health: “It is no
measure of health to be well adjusted to a profoundly sick society.”8
Some ACCs more than others would recognize that non-conformity
and perceived eccentricity are not necessarily features of mental illness.
Indeed, instead of drugs and talk therapies striving to bring about conformity to societal norms, originality and not fitting in to a sick society
should be tolerated and, when appropriate, rewarded.

ACC-Based Addiction Treatment and Prevention
Alcohol and drug addiction need to be treated as medical conditions not as moral failings or law enforcement problems.
An effectively reorganized health care system must provide the
estimated 10 million alcohol and drug addicts in the U.S. and our
health care providers with financial incentives favoring rehabilitation
over merely episodic acute care. Appropriate risk-adjusted allocations
to ACCs for treatment of addicts and alcoholics by the federal government will assure that these patients are welcomed for intensive, holistic
treatment by ACCs.
While our government spends relatively little on drug and alcohol
abuse prevention and treatment,a9 the complications of substance abuse
impact just about everyone. We must be creative in providing resources
for rehabilitation of addicts. Younger addicts may need 6–12 months
in residential rehabilitation centers rather than the current standard of
1–3 months.10 State and federal bureaucrats will not be involved with
administering the addiction prevention / treatment funds. ACCs will
contract for prevention and rehabilitation services for their patients
directly from local providers in their communities.
a Addition rehabilitation funding is only $11 billion per year (≈ 0.3% of government
spending on personal health care)
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In general, effective programs depend on helping addicts find
employment and cultivating meaningful relationships with families,
friends, and social services providers. Innovation in treatment programs will be tracked to learn the most effective approaches. The most
effective programs will be widely copied.

Electronic Medical Records
With the current predominantly fee-for-service health care system
that has poor patient care coordination, health care providers have major financial disincentives to investments in information technology.
When new technologies reduce duplication of tests and unnecessary
days in the hospital, the financial benefits go to insurers and patients
and the costs go predominantly to providers. Creating a net savings
from these technologies for providers will depend on a concurrent
change from predominantly fee-for-service reimbursement to a payment system based on quality of care and health outcomes.
According to the Institute of Medicine, many preventable deaths
in the U.S. stem from antiquated information systems in hospitals and
doctors’ offices.11 If the electronic health records of all U.S. residents
were available in secure computer networks that safeguarded patient
privacy, health care providers would always have complete records for
their patients. They could deal with emergencies faster and better. They
would no longer have to re-order tests that have already been done.
Analysts predict that instituting electronic medical records
throughout the country will be expensive.b It is far from clear that
they will save money or save many lives. However, they do disrupt the
doctor-patient relationship due to the time the doctor spends staring at
the computer screen and entering data.14 Many patients wonder if the
doctor is listening to them. Doctors feel distracted and pressured by the
requirement to constantly multitask.
b A comprehensive electronic medical record system will cost over $200 billion
(about $20 billion per year for a decade) to fully implement throughout the country.12, 13

- 119 -

grand bargains
Ironically, diet and exercise data is not being routinely collected
about patients in the electronic medical records. While individual
doctors may gather this data, Medicare keeps no national database of
what patients eat and how much they exercise. They do nutrition and
lifestyle surveys with limited potential to drive major health care policy
changes. This makes no sense because 75% of deaths and disabilities of
Americans relate to diet and exercise.
Perhaps we will need individual ACCs to innovatively experiment
with electronic medical records to find what will work best to improve
patient outcomes and lower costs.

Alternative and Complementary Services in ACCs
Given the rapid changes in medical science, the distinction between
orthodox therapy and alternative treatment will remain fluid in all
areas of medicine. Most alternative treatments are unproven because
randomized controlled trials have not been done. In most cases, it is not
because appropriate trials have demonstrated that these treatments are
ineffective. For instance, how would you do a randomized controlled
trial of fasting? How would you know if fasting might help a specific
health condition if most people with that condition would not agree
to be part of a randomized trial in order to test the efficacy of fasting?
Not all beneficial health interventions are amenable to verification by
randomized trials.
My book, Money Driven Medicine—Tests and Treatments That Don’t
Work,15 discussed several therapies that are evidence-based to provide
patient benefits that remain “alternative” because of medical politics.
Some of these effective therapies that could be prescribed by physicians
in some ACCs include:
•
•
•

physician, nurse, or lay midwife-assisted home births,16
prolotherapy for musculo-skeletal pain,17, 18
lifestyle change programs like the “Dr. Dean Ornish Program
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•

to Reverse Heart Disease,” (covered by Medicare as of 2010 but
not by many private insurers),19 and
autism spectrum disorder intensive treatments.20, 21

ACCs could also allocate funding for alternative approaches for
which studies have not been done or have not shown benefit. Since alternative treatments are generally less expensive than medical establishment endorsed treatments, more funding than is the case now should
arguably be allocated to alternative treatments. For many conditions,
evidence-based treatment does not exist, so alternative treatments and
experimental therapies are the only options.
Acupuncture is one of many examples of alternative and complementary treatments.

Acupuncture
The National Center for Complementary and Alternative Medicine, a unit of the National Institutes of Health, conducted a survey in
2007 showing that 3.1 million adults reported using acupuncture in the
previous 12 months, up from 2.1 million in a 2002 survey. Indications
for acupuncture include chronic headaches, osteoarthritis, depression
in pregnancy, and low back pain. Insurers vary in their coverage of acupuncture and generally limit visits according to specific conditions.22
With ACC care, people could choose their ACCs, in part, by
whether acupuncture or other alternative treatments were or were not
included in the benefits package. People wanting acupuncture will be
able to choose ACCs offering to cover the costs, and those not believing
in acupuncture might select ACCs that do not cover this procedure,
saving funds for other treatment modalities.
Comparison studies could assess whether people in ACCs covering acupuncture suffered less pain and other symptoms than those in
ACCs not covering it.
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Experimental Treatments
An outcry has arisen over the lack of experimental drug availability
to patients for treatment of advanced cancer.23 Dying patients and their
supporters advocate for less rigid criteria for use of experimental drugs
when there is no time to wait for the results of randomized controlled
trials. Few cancer patients enter randomized trials anyway because of
the possibility of receiving a placebo. Similar problems with access to
experimental treatments occur in patients with fibromyalgia,24 multiple
sclerosis,25 and other conditions.
As mentioned in Chapter 8, many more randomized trials involving drugs and other medical interventions will be available with
ACC-based reform. ACCs, with their entire patient populations, rather
than individual patients could be randomized to receive or not receive
the experimental treatment. All experimental interventions used and
the associated health outcomes will be tracked. Comparisons will be
made of health outcomes in patients with and without access to each
specific experimental intervention. With data continuously flowing in
about patients receiving and not receiving experimental treatments for
various conditions, efficacy of the experimental treatments will be ascertained much faster than by relying only on traditional randomized
controlled clinical trials.
Companies with new drugs or medical devices will offer them
free to ACCs conducting randomized trials of patients with various
conditions. Once drugs or devices gain Food and Drug Administration approval because of data generated from early ACC studies, the
companies can begin charging money for their products in the ACCs
that decide to cover those products.

Grand Bargain #6: ACCs to Provide Long-Term Care
When my elderly and disabled father and stepmother required
long-term care, I could utilize the equity in their house to hire compas- 122 -

additional health and social services
sionate and competent caregivers to keep them at home and out of an
institution until they died. Considering the wonderful care the caregivers provided, their services didn’t cost very much. Most Americans
are not as fortunate as my parents and me in their options concerning
long-term care.
According to survey data compiled by Strength for Caring, an
organization that advocates for caregivers, approximately 46 million
Americans are providing care to adult relatives or friends (over 30
million full-time equivalent jobs). More than 138 million Americans
believe they will need to provide care to someone in the future. Caregivers suffer high stress, increased rates of anxiety and depression, and
major financial and personal sacrifices. Based on this analysis and many
other studies, advocates for long-term care have repeatedly called for
the government to provide financial relief by tax credits or otherwise
for caregivers of non-institutionalized disabled people. Despite pleas
based on compassion and economic justice for caregivers, Congress
has not responded.
Now that the economy is in seeming decline or characterized by
growth benefiting only the very rich, consider the economic effect of
providing caretakers money for caring for their frail elderly and/or disabled friends or family members. Up to 10 million full-time equivalent
jobs budgeted through ACCs could be divided into many more halftime and quarter-time jobs. In 2016, caretaker jobs paying minimum
wages ($15 per hour: Chapter 12) to family and friends of 10 million
disabled people would cost about $330 billion.c In future years, this
might be expanded to more caregivers.
These up to 10 million full-time equivalent paid jobs could be created
immediately. This will be what the doctor ordered to provide long-term
care while helping families, reduce income inequalities, and stimulate
the economy. Much of the money will be immediately returned to taxpayers, because paying these health care workers will mean they will
c 10 million caring jobs x $15 per hour for wages x 1.062 (6.2% additional for Social
Security payroll tax) x 2080 hours/year (including pay for vacations, sick leave, and
holidays) = $331 billion.

- 123 -

grand bargains
not require public assistance. Much of the money will go back to ACCs
as health care premiums (Chapter 18), retirement savings, and Social
Security payments) and to consumption taxes (Chapters 21 and 22).
The collateral economic benefit of the money these workers will spend
for necessities will be multiplied, creating more jobs.
Paying home-care providers will also give financial incentives to
move some of the 1.6 million Americans living in nursing homes or
assisted living back home to their families and friends. For each nursing home resident moved back to home, about $50,000 per year will be
saved.d
ACCs will administer this common-sense economical approach to
long-term care without federal or state bureaucracies being involved.
Disabled and elderly people will be the biggest winners, but formerly
unpaid caregivers and the overall economy will also win.
My detailed suggestions about paying health-care aids to jump start
the economy were published in the Health Beat Blog.27

Oral Health Care Faltering
The status of oral health has improved dramatically since the post
World War II era. Fluoridation has been given much of the credit, but
credit also goes to the dental profession and dental hygienists for treatment advances and educating individuals to take care of their teeth.
The obstacles to access dental care for over 100 million Americans
that lack dental insurance relate primarily to money. Because of lack of
access to dental care by the poor, progress in oral health outcomes (e.g.,
rates of lost teeth) has stagnated.
Since 1990, the number of dentists in the United States has remained
at about 150,000 to 160,000, with more dentists working part time. For
the next decade, the number of graduating dentists will likely be fewer
d $110,000 per year on average projected for nursing home care in 201626 – $60,000
for 69 hours per week of home care on average = $50,000.
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than those retiring from dental practice.28 The cost of going into dental
practice is high.e
In more than 50 other countries, technicians called dental therapists
are permitted to drill and fill cavities, usually in children. However, the
American Dental Association and other dental organizations have successfully opposed the licensing of dental therapists in the U.S. Likewise,
state boards of dentists and the American Dental Association, the main
lobbying group for dentists, continue to fight the use dental hygienists
and other non-dentists to provide basic care to people who do not have
access to dentists.28
Many working poor families cannot afford to bring their children
to dentists. While Medicaid and the Children’s Health Care Program
provide dental care to many children and adults, coverage varies among
the states.f Many cash-strapped states are resisting further increases in
Medicaid spending on dentistry.
The Affordable Care Act does not mandate dental care for adults as
an essential health benefit. However, it does include oral health care as
an essential health benefit for those under age 19. Obviously, this lack
of essential dental care coverage is another reason for ACCs and the
Grand Bargain approach.

Separation of Medicine and Dentistry
To the detriment of patients, dental providers, and the country,
medicine and dentistry have been separated. This is unfortunate since
research findings point to associations between chronic oral infections
and diabetes, heart and lung diseases, stroke, and low-birth-weight,
premature births. As emphasized in the Surgeon General’s Report on
Oral Health, “oral health is integral to general health.”30
e The average loan payback for a dental school graduate is at least $200,000. The
cost of setting up an office can run $150,000 to $200,000.29
f Medicaid spending on dental services grew at an annual rate of 11.2% between
1975 and 2002. Of that increase, 40% was due to an increase in recipients, primarily
children. The rest was due to increases in costs of treatment and administration.

- 125 -

grand bargains
While most employers that provide health insurance also pay for
dental coverage, workers that retire at age 65 with Medicare insurance do not automatically receive dental insurance. With the passage
of Medicare in 1965, the dental profession chose not to participate.
Dentists largely worked on a fee-for-service basis and did not want
government interference in their profession. At that time, dental care
was relatively inexpensive, so separating medical and dental insurance
was not strongly resisted.
The cost of dental procedures has escalated at a much higher rate
than overall inflation. Most dental plans have a maximum cap of yearly
expenditures, usually set between $1500 and $2500. Major dental expenses, such as crowns and root canals, are just partially covered by
insurance.

Grand Bargain #7: ACCs to Provide Oral Health Care
ACCs will guarantee access to affordable oral health care. ACCs will
compete in part on how well they provide excellent oral health preventive and treatment services to members. The rate of caries in children
and other dental outcomes will be reported online. For potential ACC
members, the quality of the dental care may be a consideration in
choosing an ACC. ACCs will have the prerogative to hire or contract
with dental professionals as they wish. However, they will likely move
to a capitated basis for reimbursement for dental services (set amount
of money to provide all dental services for a population of patients).
This will greatly increase the emphasis on preventive dentistry.

Summary and Conclusion
Under-funded components of the U.S. health care and social services
systems include health promotion and preventive medicine (Chapter
4), hospice and palliative care (Chapter 5), mental health, substance
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abuse prevention and treatment, experimental treatments, alternative
and complimentary treatments, child care (Chapter 12), dentistry, and
long-term care (Chapter 25). None of these under-funded health and
social services related issues can be successfully resolved in isolation.
All of them require better integration of health and social services. All
entail additional resources for services. However, health care already
costs too much in the U.S.
Finding money for these important additional health care needs
requires that we eliminate funding for tests and treatments that do
not work (Chapter 8), reduce administrative costs (Chapters 18-20),
and more efficiently use our limited welfare funds (Chapter 10). ACCs
operating in a free market of health services will allow for us to provide
appropriate resources to address all these issues while driving down the
portion of the GDP going to health care and welfare.
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ACCs Compete to Prevent Abortions

F

ormer President Jimmy Carter faced a great moral dilemma. He
pledged to uphold the law of the land, including the Roe versus
Wade Supreme Court ruling allowing abortion. However, he had to
answer to his conscience, which opposed abortion. He noted that, in
Scandinavian countries like Sweden, Norway, and Denmark, there
were no restrictions on abortions, yet the rate of fetuses terminated
was about one-third that in the U.S. On further study of opportunities
for women in both countries, he concluded that a much more generous
set of social services available to Scandinavian women with unplanned
pregnancies encouraged more of them to keep their babies.1
As a consequence of his findings, President Carter championed
greater funding for social services for single mothers, such as the
Women, Infants, and Children (WIC) Nutrition Program. WIC provides food, nutrition education, breastfeeding support, and referral for
health care and social services for low-income, nutritionally at risk,
pregnant, and postpartum women, and for infants and children under
the age of five.2
According to the Guttmacher Institute, a New York-based abortion
research group, abortions in teens decreased from 33% to 17% from
1974 to 2004. However, abortions are still about three times as high
in Latinas and black women as in whites. And Sweden, Denmark, and
Norway continue to have about one-fourth the rate of teen pregnancies as U.S. women and girls.3 This suggests that socio-economic
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disparities continue to be major factors in deciding whether to keep
or abort a fetus.4
Obamacare’s requirement for insurance coverage for birth control
by employers has been challenged successfully in the Supreme Court
in the Hobby Lobby case (Chapter 9).5, 6 It is a particularly polarizing
part of Obamacare.
An abortion-neutral component of health care reform should focus
on prevention of unwanted pregnancies and should support ambivalent
women that decide to keep their babies or put them up for adoption.

Frances Kissling, Former President of Catholics for Choice
“On Being,” a radio show hosted by Krista Tibbett, featured a
broadcast entitled, “Listening Beyond Life and Choice” about the abortion debate. Krista Tibbett interviewed Frances Kissling the former
president of “Catholics for Choice.”7
After a life dedicated to advocacy for access to abortion for mostly
poor women, Ms. Kissling indicated that she didn’t believe there was
much promise of partisans concerning an issue finding common
ground with people whose views and ideologies they fundamentally
oppose. In her many polarized debates, she felt: “the pressure of coming
to agreement works against really understanding each other.” However,
in recent years, Ms. Kissling has modified her relationships with those
on the pro-life side of the abortion debate. She has sought to break
down the gulf between partisans on the abortion issue with a willingness to be courageous and also to be vulnerable:7
…when people who disagree with each other come
together with a goal of gaining a better understanding of
why the other believes what they do, good things come
of that. … I have changed my views on some aspects
of abortion over the last ten years based upon having
a deeper understanding of the values and concerns of
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people who disagree with me. And I have an interest
in trying to find a way that I can honor some of their
values without giving up mine.
At the center of the abortion debate, the freedoms of poor, disadvantaged women are colliding with the freedoms and the rights
of fetuses. Both pro-choice advocates and pro-life proponents want
women to have support, education, and resources that would prevent
unwanted pregnancies. As she stated, Ms. Kissling now seeks to look
for and acknowledge the validity of feelings on the pro-choice side of
the debate.

David Gushee, PhD, Pro-Life Advocate and Christian Ethicist
As a Christian ethicist, moral teacher, and writer in a university,
Dr. David Gushee frequently addresses hot-button issues like abortion,
health care, war, torture, and gay rights. In discussions about abortion
with Ms. Kissling and others, Dr. Gushee now seeks a more civil tone
and a better understanding of the other side:7
Over the years, I have tried to do something a little
different when I engage difficult issues such as abortion. I try to play neither academic nor political games.
I instead try to discern what it might mean to deal with
the substance of the issue as if every person involved is
sacred in God’s sight, and I likewise try to deal with my
dialogue partners as if the same were true.
I do sense that decades of defending the rights and
needs of the pregnant woman have trained many in the
pro-choice side to avert their eyes from the child. But I
also recognize on the part of many pro-lifers the parallel
averting of gaze away from the woman and her situation
as she experiences it. Decades of advocacy in a polarized
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debate have caused both sides to miss the intertwined
sacredness of woman and child. And it is certainly clear
to me that the only way those whose gaze is fixed on the
child will succeed in saving more of them is if they learn
not only to look at the woman, but to love her.

Grand Bargain #27: Right to Life Proponents and Right to
Choose Advocates May Choose ACCs in Accordance with
Their Beliefs.
Acknowledging the feelings of everyone including the unborn, the
ACC approach to the pro-life versus pro-choice issue will be for the
ACC leaders to use all possible resources to make abortions as rare as
possible.
ACCs could offer funding for abortions or not. If an ACC covers
abortion, it would be fair that no taxpayers’ funds would be used to pay
for the procedure. Funding should come from the woman’s payments
of premiums toward her health care.
Pursuant to current law, if an ACC elects not to cover abortions,
patients will be able to pay out-of-pocket for the service from specialists in the procedure.
ACCs affiliated with the Catholic Church or many other religions
will undoubtedly decline to cover abortions. Secular ACCs will likely
pay for it. This mirrors the divide in public opinion on the topic.
ACCs will compete, in part, on preventing unwanted pregnancies.
As with other health interventions, the methods used (e.g., sex education programs, peer counseling, etc.) and costs will be documented
along with the outcomes (rates of abortion and of healthy, wanted,
cared-for children). The methods of those ACCs with the lowest unplanned pregnancy rates and abortion rates will likely be emulated by
the others. People will choose ACCs in part to be in alignment with
their preferences as pro-life or pro-choice.
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In any case, the needs of single mothers and their young children
will be met by all ACCs (e.g., nutrition, education, child care, housing,
etc.). Where feasible, social support to help the father stay involved in
raising the child will also be important.

Conclusion
People will choose ACCs, in part, based on the pro-life or prochoice policies of competing ACCs. ACCs will compete to achieve low
unwanted pregnancy and abortion rates.
Sex education methods will be determined by parents in conjunction with their caregivers from patient-centered medical homes as well
as school educators (Chapter 16). Taxpayer funds will not be used to
fund abortions.
For women in ACCs that do not fund abortions, any abortions will
need to be funded out-of-pocket. ACCs will have resources and the
mandate to support parents in caring for their children.
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Chapter 8

Evidence-Based Medicine
Informing Clinical Decisions

M

ost of the time, people with illnesses recover without medical
intervention. With illnesses destined to resolve on their own,
if a doctor prescribes a drug or treatment and the patient gets better,
the cure may wrongly be attributed to the medical intervention. If the
ineffective drug or other treatment carries a risk of injury or death and
is expensive, some patients may be harmed although most get better.
In determining whether a treatment works or not, one of the most
important considerations is the patient’s response to a placebo (inactive
substance). The placebo response can be considered as the influence
of the faith of the patient and/or caregivers or other factors to cause a
favorable response to an inactive medication or treatment. An inert or
ineffective medicine given to a patient who believes that it will work
actually has a favorable response in many studies, averaging about 30%
of the time.1
From ancient times, standard medical treatment in a community has
been based on consensus. Consensus-based medicine means accepting
the opinions of the majority of leading practitioners as valid concerning
the value of medical tests and treatments. Given the power of the placebo
response and how it may bias opinions of doctors about the efficacies of
treatments, consensus-based medicine is often unscientific.
Doctors have been known to come to consensuses that were later
found to be dead wrong. In colonial America doctors treated heart fail- 133 -
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ure by bleeding the patient. The consensus of obstetricians in the 19th
Century was that they didn’t have to wash their hands before delivering
a baby.
Regarding the value of many medical tests and treatments, thought
leaders have disagreed. Consensus about a medical intervention in one
country or state may radically differ from that in another. Consensuses
change rapidly over time as treatments go in and out of fashion.
Remarkably, it is relatively recent in medical history that physicians
appreciated that we need a better form of medical evidence to base
clinical decisions than recalling outcomes from anecdotal cases from
their past practices or the consensus of medical thought leaders.

Evidence-based Medicine versus Evidence-based Health Care
With the increasing realization of the shortcomings of consensusbased medicine, evidence-based medicine was introduced in the last
half of the 20th century. It aims to apply the best available evidence
gained from the scientific method to medical decision making.2 One
researcher said, “Evidence-based medicine challenges the medical
profession by disputing what and how physicians know.”3
The “gold standard” method used by evidence-based medicine researchers is the randomized controlled clinical trial. With this research
design, patients with a medical ailment are randomly assigned to the
experimental treatment versus standard treatment or a placebo. Statisticians determine if the experimental intervention has significantly
better outcomes than a comparison treatment.
Evidence-based medicine has two distinct and somewhat conflicting meanings.4
1. Evidence-based individual decision making: evidence-based
medicine as interpreted and practiced by the individual health
care provider
2. Evidence-based guidelines: evidence-based medicine at the
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organizational or institutional level as determined by a consensus of expert opinion leaders that all study the randomized
trials and other clinical evidence. This includes the production
of guidelines, policies, and regulations. This approach has also
been called “evidence-based health care.”5
Using evidence-based medicine methods of determining the efficacies of health care interventions is essential to improving health
outcomes and for controlling costs. However, qualified experts often
differ about the value of many medical tests and treatments, and the
consensus among expert opinion leaders’ changes over time. In reality, the foundation of evidence-based health care practice guidelines
drafted by expert opinion leaders is consensus-based medicine of
physician leaders.
Practicing doctors that do not conduct medical research trials or
teach in medical schools rarely participate in drafting the guidelines
sponsored by government agencies or special interest organizations.
However, all practicing doctors are supposed to abide by these guidelines in their practices.

Doctors That Draft Evidence-Based Medicine Guidelines
How do physicians rise to the status of writing practice guidelines
for all other physicians? Typically, they choose a career in a subspecialty
of internal medicine, surgery, pediatrics, or other field. They then join
a medical school faculty to teach, conduct research, and practice. They
win contracts with drug companies, medical product manufacturers,
or other health industry sponsors to conduct randomized trials with
patients. These physicians compete with each other to publish their
research in peer-reviewed medical journals. This competition has been
dubbed, “publish or perish.”
The proportion of medical research contracts funded by the government has fallen dramatically over the past 30 years. To succeed
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in academic medicine research, physicians usually need to conduct
studies for drug companies, medical device manufacturers, or other
commercial entities. If they don’t win enough research grants and contracts, they don’t make it in academic medicine and have to practice
elsewhere.
The academic physician researchers who succeed with a steady flow
of sponsored studies give lectures to medical students and other doctors about the results and implications of their research. If the results of
the research are favorable to the interests of the financial sponsor of the
research, that sponsor may pay the physician researcher to give lectures
widely. This happened with my research on long-acting opioids for the
treatment of pain in cancer and AIDS patients. Over about a 10-year
period, I gave at least 100 drug-company-sponsored lectures to medical audiences about pain management for cancer and AIDS patients.
At some point, the physician researcher may be invited to be on
a Food and Drug Administration (FDA) drug evaluation panel or a
guidelines drafting committee in his/her specialty of medicine.
Given this typical background of an academic researcher entering
the policy arena, one major problem with evidence-based health care
drafted by a consensus of elite medical experts is that financial and
other conflicts of interests may bias the treatment guidelines that are
drafted. Worthless or harmful treatments may then become institutionalized as the standards of care. Due to corruption in research or
in the interpretation of research results, some patients may be harmed
and medical cost may go up for everyone.

The Power of Medical Industry Money
When pharmaceutical companies contract with researchers to
submit articles to medical journals for publication, the articles go to
peer reviewers that usually have also been hired by the pharmaceutical
industry to conduct similar studies. Medical journals compete with
each other to publish the important clinical efficacy trials. Reprint sales
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may be lucrative. Medical journal employees also depend on revenue
from advertising drugs and medical services to stay in business.
Medical advocacy nonprofit organizations frequently rely heavily on drug company or other special interest funding. For example,
Senator Charles Grassley of Iowa, Chair of the Senate Finance Committee, discovered that the National Alliance on Mental Illness (NAMI)
receives about two-thirds of its money from drug companies. NAMI
would risk losing much of its funding by warning patients against using certain psychiatric medications with life-threatening side effects.6
Ethical conflicts like this are not uncommon.
In reporting on drug research, the medical media depends almost
exclusively on sources with financial conflicts of interest. As an occasional exception, they may quote a drug company critic like Dr. Sidney
Wolfe from the Public Citizen Health Research Group. He is lead author
of the book Worse Pills, Best Pills.7 However, in general, industry critics
are marginalized, if not completely excluded, from public discussion.

Controversy about the Value of Many Medical Interventions
When giving a medical school commencement talk, Dr. C. Sidney
Burwell, dean of Harvard Medical School from 1935 to 1949, said,
“Half of what we have taught you is wrong. Unfortunately, we don’t
know which half.”8 The same is pretty much true today.
Intelligent well-meaning physicians may disagree about the value
of many specific tests and treatments. The lack of scientific data or differing interpretations of existing data account for many, but not all,
medical controversies.
In a Wall Street Journal opinion piece, two Harvard medical school
professors (husband and wife), Jerome Groopman, MD and Pamela
Hartzband, MD, insightfully related how pervasive controversies are
in the practice of medicine.9
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This is how doctors and patients make shared decisions—by considering expert guidelines, weighing why
other experts may disagree with the guidelines, and
then customizing the therapy to the individual. With
respect to “best practices,” prudent doctors think, not
just follow, and informed patients consider and then
choose, not just comply.
“No government bureaucrat will come between you
and your doctor.” The President (Obama) has repeatedly stated this in town-hall meetings. But his proposal
to provide financial incentives to “allow doctors to do
the right thing” could undermine this promise. If doctors and hospitals are rewarded for complying with
government-mandated treatment measures or penalized if they do not comply, clearly federal bureaucrats
are directing health decisions.
While making the point that excellent doctors often disagree with
standard medical guidelines, Drs. Groopman and Hartzband criticized
President Obama’s proposal that strict adherence to government-sponsored treatment guidelines would protect physicians from malpractice
lawsuits. Declaring “I was following standard guidelines” as a medicolegal defense means that deviating from (federally mandated) guidelines exposes doctors to risks of malpractice suits. With the threat of
malpractice suits for deviating from guidelines, physicians might pressure their patients to comply with orthodox treatments despite their
patients’ preferences for alternative approaches. In the view of many,
Congressional bills and state laws concerning medical “best practices”
authorize treatments that infringe on physician and patient autonomy.
Despite the advent of evidence-based health care and tens of thousands of clinical practice guidelines drafted by experts, controversy
abounds about the effectiveness and safety of many health care interventions, and it probably always will.
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Tests and Treatments That Don’t Work
In 1999, the Institute of Medicine estimated that errors in the
delivery of medical treatment caused 44,000–98,000 deaths per year.10
However, many more people also die from complications of medical
tests and treatments that are not due to errors.
According to my analysis, 73,000 – 99,000 deaths occur each year in
the U.S. due to complications of non beneficial, yet medical insurance
covered, medical interventions. These are detailed in my book Money
Driven Medicine—Tests and Treatments That Don’t Work.11 Using standard evidence-based medicine methods of analysis, I found that over
70 standard interventions are ineffective or that safer, equally effective
alternatives exist. Table 1 (below), adapted from this book, details ineffective tests, their complications, and costs in 2007. Where the number
of patients affected or the cost is in a range, the low estimate appears
above the high estimate.
Adjusting for inflation,12 in 2016 these medical interventions will
cost Americans $1.1 billion – $1.4 trillion (36%–42% of all personal
health care spending). In my view, if these tests and treatments did not
exist, Americans would be healthier, live longer, and have more money.
However, there would still be a crisis in health care because of the lack
of sufficient preventive medicine strategies, excessive costs for many
effective medical interventions, and too many administrators doing too
much unnecessary paperwork.
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Table 1. Consequences in 2007 of Tests and Treatments That Don’t Work
Patients
Treated
Low
High
Estimate
thousands

Deaths
Low
High
Estimate

Serious
Complications
Low
High
Estimate

Cost
Low
High
Estimate
$billions

128,000

?

?

60.6

Drugs for obesity

2000
3000

?

?

2.5

Surgery for obesity

250

2500
5000

25,000
50,000

18.9
35.4

High cholesterol medications

14,000
17,000

15
?

10,000
?

29.5
32.1

High blood pressure medications

22,000

?

?

17.6
24.3

Tight blood sugar control
in type 2 diabetes

5000
7000

?

?

25.2
37.8

Coronary artery bypass grafting

467

12,400

78,000
100,000

65.8

Angioplasties

1244

10,000

50,000

79.7

Coronary arteriography

1414

1400

1700
2600

59.0

Thrombolysis (clot busters)

210
350

2100
3500

26,000
44,000

0.6
0.9

13,100

24,400
51,400

232,000
458,000

18.5
31.2

4500

?

?

5.8

18,000

170
?

2,700,0003,
600,000

20.3

Excess cesareans

1280

?

?

18.9

Prematurity due to
planned cesareans

250

?

?

15.1

Test or Treatment

Diet books, programs,
and products

Anticoagulants
Clopidogrel blood thinner for heart patients
Antidepressant medications
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Table 1. Consequences of Tests and Treatments That Don’t Work (cont’d)
Patients
Treated
Low
High
Estimate
thousands

Deaths
Low
High
Estimate

18,000

?

Prostate cancer surgery

66

180
600

23,000
79,000

4.3

Radiation therapy for
prostate cancer

55

?

34,000
37,000

3.2

30,000

?

400,000

5.4

350
425

?

11,000
26,000

2.4
3.2

54,000

?

?

55.4

Cancer chemotherapy for
non-responsive tumors

200
300

2,000
6,000

200,000
300,000

48.7
73.1

Futile treatments

500
1000

?

500,000
1,000,000

84
179

?

?

?

50.4
75.7

5000

?

15,000

3.9

Routine medical checkups

64,000

?

?

15.1

Alzheimer’s disease drugs

1000

?

?

1.9

Pap smears for women
with no cervix

10,000

?

?

0.2
0.4

“War on drugs”

60,000

?

?

8.6

Antiviral drugs for hepatitis C

50
200

?

50,000
200,000

1.0
2.0

Unnecessary hysterectomies

420
456

250
500

100,000
200,000

13.7
14.5

100,000
140,000

16
?

260
?

31.5

72,511
98,679

4,490,960
6,561,860

772
970

Test or Treatment

PSA tests

Screening mammograms
Arthroscopic knee surgery
Back pain tests and treatments

Other off-label prescribing of drugs
Hormone replacement therapy

Diet supplements
Total cost of ineffective
tests and treatments
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Cost
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High
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billions
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Changing Official Guidelines for Medical Interventions
Diagnosis and treatment guidelines change dramatically over time.
Dr. Kaveh Shojania from Ottawa, Canada and colleagues tracked 100
recommendations for “best practices guidelines” published in prestigious medical journals. Within 5 1/2 years, half were considered no
longer valid.13
Once medical establishment guidelines are in place and considered
the “standard of care,” clinical experiences with alternative approaches
that may be superior become limited. Physicians may fear medical
malpractice suits if adverse outcomes occur. For example, American
Cancer Society and National Cancer Institute guidelines call for women
to undergo screening mammography from age 40.14, 15 In 2009, the U.S.
Preventive Services Task Force issued a recommendation that screening
mammograms begin at age 50.16 What is a physician supposed to do?
A survey of physicians and other health experts found that about
44% thought that screening mammograms do not save lives.17 However, if any PCPs do not order screening mammograms on women over
40 years old, they may be sued by patients developing breast cancer
for failure to diagnose it earlier. Because of the existing mammogram
screening guidelines, no randomized breast cancer screening trials are
currently underway or have been initiated in the past two decades to
scientifically settle the controversy.
A fallout of the conflict between the mammogram guidelines of the
American Cancer Society and the National Cancer Institute versus the
U.S. Preventive Services Task Force was that the National Committee
for Quality Assurance had to change the way it grades health plans.
Instead of measuring the percentage of women getting mammograms
every one to two years starting at age 40, it began measuring the percentage getting mammograms beginning at age 50.18 This illustrates
the fallibility of top-down quality assessments of medical interventions
by so called “unbiased experts.” The data never supported screening
mammograms as life saving in the first place, let alone beginning the
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screenings at age 40. This should make you question the results of standardized health care “quality measurements” in general.

Comparative Effectiveness Research
Patient-advocacy and health policy groups have hailed comparative-effectiveness research (CER) as a means of reducing health care
costs without compromising the quality of care. The federal commitment of $1.1 billion under the American Recovery and Reinvestment
Act (ARRA) ensured that the scientific community gives considerable
attention to CER. Let us consider what CER is about.
CER may consist of systematic reviews of medical interventions,
called meta-analyses, where all of the randomized trials published
on an intervention are analyzed. It can also involve conducting new
randomized clinical trials comparing old and new drugs or evaluating
alternative treatments for a disease.
Major obstacles to obtaining accurate information from both these
types of comparative effectiveness studies severely limits the conclusions and guidelines derived from these studies. For instance, reviews
or meta-analyses may include favorable studies preferentially because
drug companies neglect to publish studies with negative outcomes.
Setting up trials to compare two FDA-approved treatments for a
condition, one expensive and one cheap, can be full of obstacles. A
drug company selling the expensive drug has no reason to cooperate
and waive the cost of the drug. Medicare may not cover the cost of the
expensive drug, although another agency of the government may want
to conduct the trial. For example, a comparative-effectiveness study,
“Comparison of Age-Related Macular Degeneration Treatments Trials,” proposed to evaluate the benefits of a drug called ranibizumab
(Lucentis)—$5000 per year—with bevacizumab (Avastin)—$100 per
year. Because of U.S. Government health agency roadblocks, the trial
took nine years to initiate, during which time Medicare paid over $10
billion for recipients to receive Lucentis.19 When finally completed, the
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trial showed no significant difference between the efficacies of the two
drugs.20-22

Should CER be the Basis of Treatment Denials?
Regarding the $1.1 billion included in the federal stimulus bill,
President Obama told the American Medical Association, “[We] . . .
need to figure out what works, and encourage rapid implementation
of what works into your practices. That’s why we are making a major
investment in research to identify the best treatments for a variety of
ailments and conditions.” President Obama wants a system, “where . .
. doctors can pull up on a computer all the medical information and
latest research they’d ever want to meet that patient’s needs.”23
In accordance with President Obama’s statement, an Institute of
Medicine (IOM) committee recommended “determining the most
effective dissemination methods to ensure translation of comparative
effectiveness research results into best practices.”6 This means enacting
widespread changes in the practice of medicine from the top down,
potentially including all the biases and special interest corruption of
the data.
There are strong proponents and opponents of this approach to
improving our medical system. Both have some valid points. Scientific
evidence should guide any reform of our health care system. However,
many argue against top-down determinations of which tests and treatments to cover with insurance. Because of the objections of many health
care stakeholders, Congress promised that comparative effectiveness
research will not become a basis for “cost-effectiveness research” that
would lead to the denials of doctor-recommended treatments by insurers. Cost-effectiveness-based insurance company denials threaten to
become a form of rationing.
An analysis by the RAND Corporation concluded that CER was
of some value to provide information for doctors and patients about
what works best in treating different health problems. However, they
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cautioned that reductions in wasteful medical interventions and improvements in patient health could not be guaranteed by an additional
massive commitment to CER.24

“The Government Should Not Come Between Patients and
Their Doctors”—President Obama
President Obama and most health policy makers agree in principle
that the government should not come between patients and their
doctors. However, government agency-endorsed medical treatment
guidelines are increasingly driving practice patterns and treatment
decisions of physicians. Private insurance companies usually follow the
government’s lead.
If government-endorsed guidelines were always right and improved
patients’ care, there would be justification for the government’s intrusion into doctor-patient relationships. However, government insurance
programs often pay for non-beneficial tests and treatments (Table 1
above) while denying coverage for health and safety-net interventions
that would be very beneficial.
The financial clout of special interests unduly molds the opinions of
government regulators, health care professionals, and the public about
the value of medical products and services. Consequently, the determinations of government and private insurance industry policymakers
regarding funding, or not paying for specific medical interventions and
how much is paid, are often flawed. Political influences and economic
factors, rather than evidence-based medicine or the true value of services
to patients, often decide insurance reimbursement for health services.
A solution to the abuses of top-down regulation of medical care by
the government and medical insurance companies will be discussed in
Chapter 9.
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Will Strict Regulation of Medical Research Make EvidenceBased Study Results Dependable?
For years, the medical media have reported on incidences of bias in
conducting and interpreting the results of randomized trials and other
studies in medicine. Results of industry-funded trials are notoriously
more favorable to the products tested than the findings of National
Institutes of Health-funded studies.25 Trials with unfavorable findings
regarding drugs or medical products may be reported in obscure journals or simply not published. Drug companies may commission several
groups of researchers to test a drug for certain indications. They may
then select the trials with favorable results to send for publication and
bury the rest. If a researcher complains or publishes unfavorable trial
results against the wishes of drug companies, the researcher risks losing
support for their future research.
There have been many calls for regulating the process of conducting
randomized clinical trials, including those for FDA approval of drugs
and medical devices. Responding to the calls, a coalition of medical
journal editors enacted a requirement in 2005 that researchers must
register proposed clinical trials in a government database as a condition for publishing their results in medical journals. This may have
stopped some of the most egregious special interest abuses in conducting research. However, the regulations imposed on industry-funded
medical research so far have done little to correct the industry bias
of reports published in medical journals. Many researchers and their
special interest sponsors are ignoring the requirement, and journals are
publishing the papers anyway.26

Diet and Lifestyle as Subjects for Evidence-Based Study
Overall, improved health outcomes depend on positive changes diet
and lifestyles much more than on drugs or other medical interventions.
Our health care system will not be reformed unless substantial resources
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are shifted from researching sickness treatment to evaluating preventive
medicine and health-promotion strategies. However, because of the lack
of financial incentives to special interests, relatively little research has been
done on positive lifestyle changes or non-drug approaches to prevention
and treatment of cancer, heart disease, and other chronic diseases.
Just like medical tests and treatments, preventive medicine interventions should be tested by rigorous research and shown effective to
the satisfaction of practicing clinicians as a condition of acceptance and
insurance funding. As with research into interventions for treating sick
people, interpretations of preventive medicine research will often be
controversial (Chapter 4). Although randomized controlled trials are
not as suitable for lifestyle interventions (diet, exercise, etc.), rigorous
observational studies may be conducted that qualify as evidence-based
medicine. The future of this field, I believe, is with widened availability
of online studies of diet, exercise, and other lifestyle interventions.

Outsourcing Medical Research to Other Countries
Currently, over 6000 new therapies, including drugs, procedures,
and devices, are being tested in 80,000 locations in the U.S. However,
the public has become increasingly suspicious of clinical research trials,
and, consequently, not enough people volunteer to participate. In 2001,
86% of all clinical trials did not meet enrollment goals.27, 28 Recruitment
into randomized controlled clinical trials has not improved since then.
Consequently, many clinical trials are being outsourced to other
countries. From 1990 to 2008, the outsourced trials for drugs intended
for use in North America increased from 271 to 6485. Reasons to conduct clinical research in other countries include:29
1. Less expensive
2. Easier to recruit patients by paying them a small fee
3. Patients may believe that the medications are for treatment
rather than experimentation.
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4. Easier to find “drug-naïve” patients that have not previously
taken other medications
5. Regulation in foreign countries may be less stringent than in
the U.S.
6. Litigation risk is negligible
7. Human research subject protection by institutions may be lax.
This outsourcing of medical research raises ethical concerns. The
application of results of trials in Russia, India, or China to patients in
the U.S. should be questioned. This research outsourcing also costs
American scientists many jobs.

An Alternative Format for Randomized Controlled Trials
In the typical randomized controlled clinical trial, participants
must be recruited one by one by research doctors. Patients are told
that they will be receiving an active experimental drug or a placebo.
Neither the patient nor the physician will know whether a patient has
the real drug or the placebo. Trials typically cost thousands of dollars
per patient recruited. Extra time and clinic visits are often required of
patients.
In order to greatly expand the number of people that will be able
to participate in medical research in the U.S., consider an alternative
to the usual randomized controlled clinical trial. Drug companies or
medical device makers that need research subjects may recruit 10-20 or
more ACCs to participate in a clinical trial. These trials would fit with
ACC members’ interests in improving care for an illness of personal
concern. The ACCs might be randomly allocated to the active drug
versus placebo or the real medical device versus no device. In all of the
participating ACCs, all patients with the conditions under study would
be carefully monitored for clinical outcomes.
All patients in ACCs randomized to receive the active treatment
would then be offered the experimental treatment. For the particular
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medical conditions under study, the relevant clinical outcomes of the
patients accepting the experimental treatments would be compared to
the outcomes of patients in the same ACCs that declined the experimental treatments. Likewise, clinical outcomes of patients receiving
the experimental treatments would be compared with patients with the
condition under study in the ACCs that were randomized not to receive the experimental treatments. Statistical comparisons could then
be made between groups to determine if the experimental treatments
were effective.
The drug or medical device companies would pay the ACCs for
participating in the trials. The experimental treatments would be free
to the ACCs. The drug and device companies would recoup their investments in clinical research when/if their drugs/devices were shown
to be beneficial, approved by the FDA, and became utilized by ACCs.
With this scientifically sound system of randomizing, plenty of
patients would be available for clinical trials.

Summary and Conclusion
Disagreements about the efficacy of medical tests and treatments
are the norm rather than the exception. Scientists have endorsed
evidence-based medicine with the randomized controlled clinical trial
as the gold-standard methodology for determining efficacy and basing standardized guidelines. However, moneyed special interests have
often been able to corrupt the process of conducting and interpreting
clinical research trials. Standard guidelines written by elite physician
may later prove to be wrong.
We need a grand bargain that combines the best features of
evidence-based medicine by individual clinicians and evidence-based
health care guidelines by a consensus of experts. Both approaches have
their strengths and weaknesses.
With ACC based reform, clinical research trials could be conducted
by randomizing ACCs to receiving versus not receiving the experimental
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treatments. This will vastly increase the number of patients participating in clinical trials and the power of trials to answer important clinical
research questions.
As a way to solve the problems with both evidence-based national
guidelines and evidence-based medicine as practiced by individual
clinicians, consider decentralizing health care guidelines and medical benefits packages to self-regulating ACCs. The next chapter will
discuss shifting health care regulation from the government to private,
competing, self-regulating ACCs.
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Chapter 9

Self-regulation for ACCs

V

irtually all health care policy wonks agree that at least one-third
of medical expenditures go for useless or harmful tests and treatments1 (over $1 trillion in 2016). However, they disagree on which tests
and treatments are useless or harmful. Despite any increased money
for randomized trials comparing effectiveness of different medical
interventions, honest providers, patients, and payers will continue to
disagree on the value of many tests and treatments.
Indeed, the inherently controversial nature of medical tests and
treatments and rapid changes in standards of care should be factored
into the recipe for reforming the health care system. I hope to convince
you that the regulation of health care quality and costs can be reformed
despite ongoing controversy about what works and what doesn’t work
in medicine.
For a look at the sorry state of status quo health care regulation
by the government, let’s see how Medicare performs as a regulator of
medical quality and cost.

Medicare: Quality of Care versus Cost
The Dartmouth University Health Policy Institute published the
“Dartmouth Atlas of Health Care” about variations in Medicare spending in 2009.2 As mentioned in Chapter 5, Dartmouth data showed that
Medicare recipients in McAllen, Texas had the highest per capita cost
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in the nation ($15,000 per enrollee in 2006) and received wasteful,
mediocre health care. It found that Grand Junction, Colorado charged
Medicare about one-third the McAllen rate per capita for high quality
care provided by an integrated system of health care providers. Essentially, the medical care system in Grand Junction, CO functions as a
cooperative with all the providers working together for the benefit of
patients.
The Obama Administration promised to ask the Institute of Medicine, a non-governmental advisory group, to find formulas for putting
the Dartmouth findings into action by setting payment rates that
would punish inefficient hospitals, such as in McAllen, TX, and reward
efficient ones, such as in Grand Junction, CO. This kind of top-down
approach to cost control failed in this case, as have many top-down
strategies in the past.

The Hobby Lobby Case
In what was, arguably, the most divisive legal case handed down in
2014, the U.S. Supreme Court ruled 5-4 in the Hobby Lobby case that
corporations closely controlled by religious families cannot be required
to pay for contraception coverage for their female workers. Justice Ruth
Bader Ginsburg attacked the majority opinion as a “radical overhaul
of corporate rights.” She feared that it could apply to all corporations
and to countless laws.3 Clearly, conservatives won and liberals lost. The
ruling further threatens the Affordable Care Act. It will spawn more
anti-Obamacare litigation about what benefits must be covered to
comply with the ACA.
While I personally favor a woman’s right to contraception, I supported the Hobby Lobby decision. Like thousands of other medical interventions, contraception is controversial. In this case the controversy
is religious rather than medical. Do we want the Supreme Court to rule
on each case where people of different faiths or beliefs disagree about
what should be covered by medical insurance?
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The more logical approach would be to allow people to choose
medical insurance plans that are in accordance with their religious,
ethical, and, I would add, medical beliefs.
Personally, I don’t want my medical insurance plan to cover PSA
(prostate specific antigen) screening for prostate cancer or screening
mammograms for breast cancer. I would rather my insurance money
go elsewhere. I would be happy to purchase medical insurance that
covered none of the 70+ tests and treatments in Table 1 from Chapter
8. However, I would like to see some currently non-covered medical
interventions covered in the insurance plan that I buy. For instance, I
would like insurance to pay $2800 for my hearing aids.
I don’t expect everyone to agree with my choices of what I want and
don’t want covered in my policy. I don’t mind at all if others make other
choices and purchase other insurance. If we had this kind of choice in
insurance, people would be happier and might have extra money. Ineffective and dangerous tests and treatments would be easier to discover.
Medical costs for society would be able to be controlled.

Decentralizing Clinical Practice Guidelines
While evidence-based medicine as assessed by individual practicing
doctors is essential to health care reform, evidence-based health care
determined by elite academic physicians is arguably less important. Indeed, standardized, one-size-fits-all evidence-based health care may be
an obstacle to some of the needed ingredients of true reform—patient
choice, physician autonomy, and competition.
We know that top-down treatment guidelines are frequently corrupted by special interest money. Additionally, best practices guidelines
rapidly become outdated. Therefore, we should consider abandoning
attempts at requiring medical practitioners to rigidly adhere to government and industry sponsored medical guidelines as well as standardized health care benefit packages. Rather than suppressing controversial
ideas about medical interventions and striving for guideline-dictated
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conformity, we can learn from medical controversies to practice better
medicine.
How can we best learn from medical controversies?
The Grand Bargains’ approach is to decentralize the medical practice guidelines and patient benefit packages offered by ACCs. Competing ACCs will have differing clinical practice guidelines and patient
benefit packages.
Importantly, all ACCs will follow and document the medical interventions given to patients and the related clinical outcomes. This
will give researchers lots of heretofore unavailable data relating to the
efficacy and safety of thousands of medical interventions. This will give
researchers new data on medical interventions because, unlike now,
ACCs will differ in what medical interventions they do and do not offer. This will rapidly advance the practice of medicine.
For example, some ACCs may offer free screening mammograms
and prostate-specific antigen (PSA) tests, and others may not. Over
time ACCs can count deaths from breast cancer and prostate cancer
and compare outcomes of different ACCs based on whether screening
mammograms or PSAs were offered.
With decentralized clinical practice guidelines, benefit packages
will be drafted by ACC staff in collaboration with health and social
services experts and ACC members. Close monitoring and reporting of each ACC’s services and the associated outcomes (health and
social indicators as well as member financial security, educational attainments, employment, etc.) will drive ongoing enhancements of the
benefits offered.
People will choose ACCs according to their preferences and priorities. People will be able to change ACCs at any time they think they
will receive better services from a competing ACC. Transparency and
competition in the ACC marketplace will foster continuous improvements in quality and encourage cost control.
When decentralized medical guidelines enable patients to forego
expensive high-tech tests and treatments in favor of lower-tech, less
costly approaches, the patients and providers should both reap the
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benefits. ACC members will receive lower premiums and/or access to
additional therapies and health enhancement benefits. The providers
will indirectly benefit when the guidelines and benefit packages their
ACCs offer attract more patients. Patients will “vote with their feet” and
choose health care providers based on the services covered (and not
covered) and the cost of their premiums.
With no consensus about what medical tests and treatments must
be eliminated, and with powerful vested interests supporting each component of the medical status quo, only deregulating medical guidelines
will bring about quality improvements and cost savings. Competing
ACCs will operate under different guidelines, offer different benefits to
members, and keep track of the clinical outcomes. The resulting medical free market will result in non-beneficial tests and treatments being
eliminated over time.
I will illustrate the potential of decentralizing the guidelines and
benefits packages with an example.

Deregulation of Child Birth
Out of about 4 million births in the U.S. each year, fewer than 40,000
babies are delivered by midwives at home or in free-standing birthing
centers.4 Government insurance for the poor (e.g., Medicaid) does not
cover home births. Few private insurance companies cover midwife or
physician assisted home births for low-risk pregnancies.
A comprehensive registry of home births in North America by certified professional midwives published in the BMJ (formerly British Medical Journal) showed an excellent safety record.5 None the less, if a home
birth results in a bad outcome, even if it would have been unavoidable in
hospital, midwives or physicians face possible malpractice suits or criminal prosecution. Standards of care and guidelines for births are written
by obstetricians favoring hospital births. No consideration was given to
the registry of home births when updating the obstetrical guidelines.
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Clearly, access to back up hospital care is a requirement for safe
home births. However, obstetrical guidelines mandating hospital
births make hospital backup difficult to secure. Decentralizing birthing
guidelines will allow women who want out-of-hospital births access
to non-medicalized midwife care in birthing centers or homes with
secure obstetrical care backup in hospitals. This is deemed optimal by
many women. Besides medical freedom, at stake is tens of billions of
dollars per year that could be saved by millions of low-risk pregnant
women foregoing high-tech hospitals for certified professional midwife
or nurse-midwife assisted births.

ACCs Drafting Reasonable Alternative Clinical Guidelines
Without a government role in health care regulation, how the ACCs
provide services to members will be up to them. Without government
regulation, ACCs will be largely self-regulated by the owners and employees—enrollees and ACC professional staff.
Implementing a decentralized system of medical practice guidelines
should be done with great care. Appropriate cautions should be taken
with the drafting of any alternative clinical practice guidelines. In order
for the ACCs to be accountable, they must keep accurate records on the
health statuses of their patients, any alternative medical interventions
utilized, and the clinical outcomes. These data should be available to
outside researchers to audit the methodologies and results.
Practicing physicians that draft alternate guidelines for ACCs
should be familiar with the relevant standard medical guidelines written
by government regulators and special interest medical group affiliated
experts (e.g., American Heart Association or American Cancer Society). These current medical establishment “standards of care” should
be considered the default guidelines. Only if the leadership of an ACC,
after input from all stakeholders, agrees to a different approach to a
disease or health risk should a default guideline be discarded in favor
of an alternative guideline. This assures caution and prudence.
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It will be up to ACC committees working on alternative guidelines
to consider input from the appropriate medical authorities, alternative
care practitioners, and opinions of all interested ACC stakeholders. Before and after the alternative clinical practice guidelines are in place for
medical conditions, the outcomes of patients receiving the alternative
care for those conditions should be closely monitored. Each treatment
guideline should be revisited periodically, whether standard care or an
alternative approach, to reassess whether changes may be warranted.

Medical Research will Expand with Decentralized Guidelines
With decentralized medical practice guidelines and a diversity of
medical intervention strategies available in different ACCs, medical
research involving different intervention strategies will accelerate innovation and improve patient outcomes. With decentralized guidelines,
more clinical questions can be studied more rapidly, with much less
bias, and at lower costs. The universal implementation of electronic
medical records will greatly facilitate the monitoring and reporting
of medical interventions (whether conventional or alternative) and of
patient outcomes.
Compared with medical interventions, relatively little research has
been done on positive lifestyle changes or non-drug approaches to prevention and treatment. Improved health outcomes depend on positive
changes of lifestyles much more than on drugs or other medical interventions. Our health care system will not be reformed unless substantial
resources are shifted from researching sickness-treatment to evaluating
preventive-medicine and health-promotion strategies. ACCs will be well
situated and have financial incentives to collect data from members on
different lifestyle change interventions to improve health.
Just like there should be robust evaluation of medical tests and
treatments, preventive medicine interventions should be tested by
rigorous research. As with research into interventions for treating sick
people, interpretations of preventive medicine research will often be
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controversial. That’s okay and to be expected. Further research studies will be needed. Yet more questions will arise. This is the nature of
medical progress.
The decentralization of clinical practice guidelines will facilitate
multiple innovative disease treatment and prevention approaches.
Compared with relatively small, expensive, lengthy, and often biased
randomized controlled trials; large observational studies of different
ACCs with dissimilar clinical practice guidelines will give better quality research information faster and less expensively.

Cost Control Despite Ongoing Medical Controversies
Standards of care have been and will continue to be in constant
evolution. Notwithstanding the inevitable controversies over the value
of many tests and treatments, successful health care reform requires innovative efforts to reduce insurance funding for ineffective, dangerous
medical interventions. While no amount of comparative-effectivenessresearch or other medical studies will eliminate controversy about the
value of many medical interventions, studies of costs of treatments and
patient outcomes of competing ACCs will lead to cost control and better utilization of health care dollars.
ACCs will compete for members, in part, on how they deal with
medical controversies. Regarding those controversies in clinical medicine, ACCs will also compete on the effectiveness of their research
methodologies in finding practical and cost-effective guidelines and
benefits packages that appeal to members.

Proposed New Research Methods in Determining
Effectiveness of Health-Improvement Interventions
Randomized trials for testing drugs and other health interventions,
funded privately and publicly, should continue. However, for many
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important treatment choices in medicine, conducting the necessary
very large randomized trials to yield conclusive answers is impractical
in terms of patients required, length of follow-up needed, and cost.
In many of these situations, clinical decisions by practitioners about
health interventions could be informed in part by online observational
studies of health outcomes conducted by researchers in cooperation
with ACCs.
Either of two alternative research approaches will give faster, more
accurate, and less expensive findings and conclusions. One approach
was described in Chapter 8 under “An Alternative Format for Randomized Controlled Trials.” With this approach, a number of ACCs would
be randomized to receive or not to receive an experimental drug or
other medical intervention. This will work if doctors and patients do
not have strong opinions about the likely efficacy of the treatment.
Where feelings are already strongly divided about a medical intervention among patients and physicians (e.g., contraception, midwife
assisted birth, abortion, screening mammograms, drugs for mild
hypertension, etc.), the other approach would be to conduct a study
comparing outcomes and costs of ACCs that offer and don’t offer the
intervention.
For instance, clinical practice guidelines have recommended the
treatment of mild (stage 1) hypertension with drugs for over 30 years.
In 2012, the Cochrane Database of Systematic Reviews published a systematic review that I co-authored with three other doctors. It found
no evidence supporting drug treatment for low-risk patients of any
age with mild hypertension (systolic blood pressure: 140-159 mm/Hg
and/or diastolic blood pressure 90-99 mm/Hg).6 In addition, about 2
million low-cardiovascular-disease-risk Americans per year with stage
1 hypertension (about 9% of those taking drugs) suffer side effects
from blood pressure-lowering drugs severe enough for them to stop
treatment.
This also matters because the American Heart Association has projected that the cost for drugs and clinic visits for mild hypertension over
the next 10 years will be almost $500 billion.7 If blood pressure-lowering
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drugs do not benefit people with mild hypertension, this money can be
used for helpful treatments or returned to ACC members in reduced
premiums. A randomized controlled trial will never be done because it
will require at least 50,000 patients, take over 10 years to complete, and
cost at least $200 million.
With an online observational study, clinical outcomes in patients
with mild hypertension in ACCs that offer drug treatment in addition
lifestyle change programs might be compared with people in ACCs that
offer diet, exercise, and stress management programs alone. With competing ACCs differing in their treatment approaches to mild hypertension (i.e., some continuing with drug treatment and others prescribing
lifestyle change alone), millions of people might be enrolled in the
observational study in a short time. Assuring the trustworthiness of an
online study could be done by having the physicians of patients submit
the data rather than the patients. Conclusive data might be generated
within a few years at a much lower cost that with a randomized placebo
controlled trial. If data remain inconclusive as often occurs even with
randomized trials, medical scientists and patients can make up their
own minds and act accordingly.
Online observational studies might help answer many clinical
questions. Other examples would include the value of colonoscopy
screening versus stool blood tests, and cholesterol-lowering statin
drugs for coronary disease prevention versus a plant-based diet and
rigorous exercise (Chapter 4).
For patients with various medical conditions, being involved with
medical research will become as easy as logging onto one’s computer
periodically to input diet and exercise data, drugs taken, and other
related information. As these studies evolve, statistical methods and
other techniques will develop that more and more precisely assure the
accuracy and honesty of the data. Low-cost, online, clinical observational studies will potentially involve tens of millions of patients and
tens of thousands of research questions at any given time.
With this online system, studies will be completed much faster
that with randomized controlled trials. ACC employed researchers, as
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opposed to drug company or other special interest funded researchers, will have no reason to be biased in interpreting their results. And
ACCs, rather than academic medical institutions, will receive the clinical research funding from private industry and government agencies.
ACCs will then pay the academic researchers for their work. Much
more research will be conducted so the researchers and their academic
institutions will not be unhappy.
With this methodology of conducting clinical trials, much of the
approximately $70 billion projected to be invested by drug companies,
private industry, charities, and research nonprofits8 will flow to the
ACCs. ACCs will also receive much of the $55 billion projected to be
spent by the National Institutes of Health and other government agencies involved with medical research.9

Conclusion
Quality of care metrics currently rank physicians and hospitals
according to their compliance of with top-down clinical practice
guidelines. Pay-for-performance schemes similarly rely on conformity
to medical-establishment-endorsed standards of care. However, since
many medical guidelines are flawed and standards of care are in constant flux, we need other measures of quality of medical care. We must
realize that quality of care means different things to different patients
and physicians. For all these reasons, I recommend decentralizing the
regulation of health care and making ACCs self-regulating.
Research studies are needed to improve quality of care. With
decentralized regulation of health care, ACC involvement in medical
research will greatly increase patient participation in randomized trials
and observational studies. These studies will provide better quality data
for analysis, improve the acceptability of findings, and, consequently,
enhance the validity of the clinical research outcomes.
Vesting the medical practice guidelines with competing, selfregulated ACCs rather than government agencies or special-interest
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nonprofit organizations will be a major step forward in improving
quality of care. Due to market-driven innovations that we can now only
partially foresee, competition between ACCs for attracting patients
will lead to a race to the top on quality simultaneously with a race to
the bottom on costs.
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Chapter 10

ACCs Can Best Deliver Social Services

A

s part of a Los Angeles Times series in 2009, “Innocents Betrayed,”
reporter Garret Therolf detailed the case of a 5-year-old South
Los Angeles boy that almost died of malnutrition before a stranger
delivered him to Los Angeles County child protective services. Before
his dramatic rescue, eight separate LA County agencies had come into
contact with the boy or his caregivers 108 times over four years without
realizing the danger to the boy.1 Although the responsibility for this
tragedy lies as much or more with our dysfunctional social-safety-net
system than the boy’s mentally ill mother and her girlfriend, the Court
gave the boy’s caregivers long prison sentences.2
Los Angeles County child protective services investigators repeatedly found barriers to sharing information among social service agencies as contributing factors to inaction leading to deaths or injuries
of LA County children. In 11 articles in this extensive year-long Los
Angeles Times investigation, reporter Therolf never mentioned a pediatrician or family practitioner involved in any of the gruesome cases.3
A child’s doctor should be in the best position to coordinate social and
medical services to best protect the child. While there are privacy issues
with sharing information among social service agencies, social service
personnel reporting information about health or safety risks of a child
to the child’s doctor does not breech anyone’s privacy.
Unfortunately, low-income residents in the U.S. are likely to have
no doctor, and this is even truer for impoverished children. The more
primary care physicians for a population, the better the health out- 163 -
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comes.4 Inner city poverty areas in Los Angeles and other cities have
relatively few physicians.
From January 2008 through early August 2009, at least 268 children
who had passed through the Los Angeles child welfare system died. Of
those children, 213 were by unnatural or undetermined causes, including 76 homicides, 35 accidents, and 16 suicides.3
Agency spokespeople complained that they lacked adequate resources for their huge caseloads.5 A friend of mine, who worked 25
years in this agency, told me that a previous study showed that adequately protecting the children of LA County required four times the
number of social workers than had been allocated.
After the tragic stories of the abused and neglected children left
unprotected by LA County social service agencies came to light,
Richard Wexler, executive director of the National Coalition for Child
Protection, wrote an opinion piece in the Los Angeles Times about a
related problem—children needlessly put into foster care.6 He wrote
that overreaction to the failures of LA County Child Protective Services
to remove endangered children from their families could make the system even more dangerous for children. In many instances case workers
confuse parental poverty with parental neglect. Rather than helping
poor but loving and competent parents with the financial resources to
properly care for their children, they often move the children to foster
homes.
He cited a study of 15,000 children put into foster care that showed
that these children usually fared worse in later life than comparably
maltreated children left in their own homes. Compared with children
left with one or both parents, children placed in foster homes were
more likely to commit crimes and become pregnant as teenagers. They
were also less likely to be able to hold jobs as young adults.
Mr. Wexler wrote, “In fact, agencies like the Department of Children and Family Services can be arbitrary, capricious, and cruel. They
do indeed leave some children in dangerous homes, even as they take
more children from homes that are safe or could be made safe with the
right kinds of help.”
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LA County’s Social Services Mess: A Solution
In the case of protecting abused and neglected children in Los
Angeles, the answer is a coordinated system with each child to have a
primary care provider and for that PCP to be in charge. Pediatricians,
family doctors, nurse practitioners, or physician’s assistants should
refer social workers, mental health professionals, and other welfare
agency personnel to intervene to protect children as necessary. The
social welfare personnel should report all relevant information to the
PCP with their recommendations. PCPs for children should coordinate
the relevant social service providers in responding to reports of child
abuse or neglect. They should have all necessary resources to monitor
high-risk families (e.g., homelessness, mental illness, crime, poverty, or
substance abuse) to prevent harm to children.
Coordination of social and medical services is extremely important
for children, substance abusers, the mentally ill, people with disabilities, and the elderly. In all these populations, PCPs should be in charge
of managing the health care system’s response to any abuse or neglect
problems. Without this crucial coordination of all health care and social services providers by one PCP, the “social determinants of health”
for patients will not be optimally addressed.

Social Determinants of Health
The Robert Wood Johnson Foundation Commission to Build a
Healthier America issued a report titled, “Beyond Health Care: New
Directions to a Healthier America.” This report stated that the availability of quality medical care accounts for only 10% – 15% of good
medical outcomes such as longevity.6 With genetic conditions causing
less than 5% of overall disease burden,7 the “social determinants of
health”—income, education, nutrition, social relationships, race, where
someone lives, etc.—account for at least 80% of health outcomes. This
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fact dispenses with the fatalistic cop-out we’ve heard all too often—“It’s
all genetic.”
Quality of life and longevity depend largely on these social determinants of health. Co-chair of the commission Alice M. Rivlin summed
up the landmark report.
Everyone must be involved in the effort to improve
health because health is everyone’s business. People
should make healthy choices by eating better, getting
enough physical activity and not smoking. Communities and employers should support those choices by
creating healthy environments. And the federal government should make and enforce healthy policies, like ensuring that all subsidized food is healthy and junk food
is eliminated from schools. . . . While each of us must
make a commitment to our own health, society must
improve opportunities for choosing health, especially
for those of us facing the most challenging obstacles. We
must acknowledge that some families and communities
have a higher hill to climb than others. We cannot build
a healthier America if we leave them behind.
Health care reform will fail if it addresses only medical interventions for sickness, long-term care, and preventive medicine. It must
also address social factors. Attending to the social determinants of
health should be done in an integrated fashion rather than depending
on multiple fragmented government and nonprofit charity programs.

Social Isolation
While humans are naturally social, modern society’s individualistic
consumerism in the U.S. is often damaging to social relationships. We
now have relatively few extended families living together. Young adults
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often delay getting married and having children. More of us are living
alone, and becoming lonely. In the past 20 years, there has been a threefold increase in the number of Americans who say they have no close
confidants. Social isolation is on the rise.7 Studies in Alameda County,
California,8 Tecumseh, Michigan,9 and Evans County, Georgia,9 all
found that people with few social contacts were 2–3 times as likely to
die than those with a good social network.10
In a scientific analysis of 148 studies of social isolation, researchers
found that people with few social relationships were 50% more likely
to die in a certain time period than those with stronger social relationships. This is about as strong a risk factor for death as smoking
cigarettes or excess alcohol consumption.7

Government Policies versus Local Community Culture
In the book, What Money Can’t Buy,11 Susan E. Mayer, a social
services researcher from the University of Chicago, showed that doubling the income of the poorest Americans would do little to reduce
dropout rates of the children, decrease teen pregnancies, or improve
child outcomes overall. Given existing cultural and social influences,
government policies can easily hurt the social fabric, but top-down
government programs and policies do relatively little to help the health
and well-being consequences of poverty.
The influences of politics and government policies are usually
trumped by the influences of culture, ethnicity, psychology, and other
factors that operate at the local community level. The region you live
in also makes a major difference in how you live and in what kind of
environmental factors influence you. Also, where you live suggests the
ways you would likely help people that are struggling.
There are certain high-trust regions where highly educated people
congregate, producing positive feedback loops of close culture and
good human capital programs. The different psychological, cultural,
and social factors that determine good and bad health outcomes work
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together in ways that researchers don’t entirely understand.12 However,
factors that seem to matter most are lifetime experiences, cultural attitudes, child-rearing practices, family formation patterns, expectations
about the future, work ethics, and the quality of social bonds.
Therefore the cardinal rule of legislators trying to help the poor
should be to adopt policies that support and strengthen local social
bonds. In accordance with the common knowledge about social indicators of health and social services, decentralizing the authority and
responsibility of local social-safety-net services via ACC alliances—the
opposite of top-down social engineering—will improve our health and
social outcomes.

Social Factors and Infant Mortality in Dane County,
Wisconsin
The U.S. has a large racial gap in infant deaths, due primarily to a
higher incidence of premature births among blacks. From the 1990s to
the current decade, researchers noted that in Dane County, Wisconsin,
which includes Madison, the rate of infant deaths among blacks dropped
from an average of 19 deaths per thousand births to five deaths per
thousand births, equaling the infant mortality rate for whites. While
obstetrical services for low-income women in Dane County have not
changed very much over the last two decades, researchers attributed the
dramatic drop in infant mortality to a new federally supported clinic
serving poor, uninsured people that cared for more black women in the
1990s using nurse-midwives. These midwives bonded with pregnant
women, spending more time on appointments and staying with them
through childbirth.13 The improved social determinants of health for
black women in Dane County represented by these midwives apparently accounted for the dramatically lower infant mortality.
This is a valuable example of community as the key to well-being,
as opposed to the increasingly dominant concentration on making
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money. Money is of course important, but by itself it does not solve or
offer much to the social human animal.

U.S. Social Services System Inadequacies
About 130 years ago, Dr. Rudolf Virchow, a famous German pathologist, anthropologist, and statesman (1821–1902), said,14
Medicine is a social science, and politics is nothing else but medicine on a large scale. Medicine, as a
social science, as the science of human beings, has the
obligation to point out problems and to attempt their
theoretical solution: the politician, the practical anthropologist, must find the means for their actual solution....
The physicians are the natural attorneys of the poor,
and social problems fall to a large extent within their
jurisdiction.
The close relationship between health and social problems remains
today. Several European countries that spend about half what we spend
for health care and yet spend much more than we do on social services
have much better patient health outcomes than us.15
While welfare spending by our federal, state, and local governments
has increased by over 200% since 200016 ($500 billion projected for
2016, Table 1), it is falling further and further behind in ameliorating
the social determinants of health.
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Table 1. U.S. Welfare Spending by Category Projected for 2016 (billions)16
Category

Federal

State and
Local

Total

Housing

50

34

84

Family and Child

296

5

301

Unemployment

45

70

115

Total

391

109

500

18

Social service programs for U.S. veterans of military service will cost
about $104 billion in 2016.17 The government bureaucracy administering these funds is separate from that administering other government
social-safety-net funds. The VA disability system wastes resources and
serves veterans poorly. Washington, D.C. politicians and insiders know
full well that the highly dysfunctional VA disability system has gone far
beyond the original purpose of compensating veterans for lost earning
capacity. Disability payouts increased 18% in 2014 over the 2013 levels
($58 billion versus $49 billion). The system is arbitrary, out of date,
and unfair. For instance, disability payments for sleep apnea, which is
usually related to obesity rather than combat, total $1.5 billion a year.
However, politicians decline to reform the system or even criticize the
system publicly.19 Reforming the VA disability system will require taking the system away from the control of politicians.
Workers’ compensation is part of the social safety net. However, it
is not included with welfare because employees pay for the insurance.
Indemnity and medical payments to employees with work-related accidents or illnesses are on track to total about $40 billion in 2016, of
which about 40% is for administration and legal costs (Chapter 11).20
Many people are overpaid and many others are underpaid. It may depend more on your attorney than on your injury. This unfair state of
affairs needs to be fixed.
In addition to the government’s general fund spending on unemployment benefits, billions more in unemployment insurance will be
collected from employers in 2016 by the federal and state governments.
- 170 -

accs can best deliver social services
These funds will be administered collaboratively by separate state and
federal bureaucracies. Responding to economic pressures, especially
during recessions, Congress politicizes the unemployment benefit payments in arbitrary and capricious ways. We need a better way of dealing
with unemployment.
Lack of coordination of health and social services dilutes the benefits that social service professionals could otherwise be providing. As
society is now configured, further increasing government spending on
existing or new social-safety-net programs will do little or nothing to
help the poor or to alleviate the adverse health consequences of poverty.
Any comprehensive health care reform proposal must have a mechanism to use existing government social-safety-net funds together with
any available private funds for the poor, mentally ill, destitute, mentally
ill, addicted, disabled, and unemployed. For instance, to best feed hungry
people, we need better coordination to more efficiently utilize funds that
come from the government and from local community sources—e.g.,
farmers’ markets, local farms, community gardens, food banks, churches,
soup kitchens, etc. If cost-efficiently allocated, safety-net funds can help
prevent or alleviate the adverse effects of poverty—chronic illness, substance abuse, crime, lack of education, homelessness, etc.
Health care and social service providers now generally work under
different bureaucracies, which are often competing with each other
for funding from government agencies and charitable foundations.
However, excellence in providing social services requires flexibility, a
minimum of bureaucracy, and partnerships with PCPs that work well
with local social services providers.
The optimal health care system will integrate evidence-based medical care, preventive medicine strategies, and social services.

Block Grants for Social-Safety-Net Services
Republicans have long sought to cap spending on welfare by having
the federal government give social services block grants to the states to
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cover a wide range of human services for the poor, disabled, mentally
ill, homeless, and otherwise down and out. Advocates of block grants
claim that they increase government efficiency and program effectiveness by redistributing power and accountability through decentralization and partial devolution of decision-making authority from the
federal government to state and local governments.21
However, critics of block grants—mostly Democrats—counter that
block grants can erode the accomplishment of national objectives and
can enable reduced government spending on domestic issues. Critics
also fear that block grants may allow for reduced accountability of
state government social-services administrators. Without the federal
government’s being able to hold state governments accountable for efficient and effective delivery of social services to the poor and disabled,
states might race to the bottom in welfare benefits. State legislators
might reason that meager welfare benefits might lead social-services
recipients to move to other states.
Nevertheless, public sector social-services block grants to local authorities will have the effect of better integrating the public and private
sector social services to the benefit of recipients and providers. Local
authorities should be in charge of allocating and integrating all of the
social-safety-net services.
But who should be those local authorities?

ACC-Based Reform of the U.S. Social-Services System
With Grand Bargains’ reform, the federal, state, and local governments will ascertain their total spending on social services (i.e., Food
Stamps, housing assistance, aid to families, etc.) and distribute it in
risk-adjusted payments to ACCs. In the stalemate over block grants,
the game-changer will be to shift responsibility for government-funded
health care and other human services and entitlements to competing
ACCs rather than to state and local governments. It will then be up
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to the ACCs to most effectively allocate these block grants for social
services for their members.
Shifting social services to competing ACCs will foster the innovation, flexibility, and efficiency sought by the Republicans. The accountability sought by the Democrats will be provided by the ability
of people to choose between competing ACCs rather than depending
on governmental agencies operating as inflexible, bureaucratic, and
inefficient, monopolies.
Consequently, the grand bargain for government-funded welfare
reform includes shifting social-safety-net-services providers out of
working for poorly coordinated government and private agencies.
Instead, they will become integral components of patient-centered
medical homes in ACCs.
If low-income people have trouble affording ACC insurance premiums, ACC social services resources could be tapped to provide assistance. However, instead of simply waiving medical insurance fees and
doling out welfare stipends; providing jobs, healthy food, and housing
should be strongly preferred as social service support. With flexible,
innovative, coordinated management, welfare funds and appropriately
utilized human resources will help people rise out of poverty to gainful employment. Public assistance will no longer become a route to
dependence.
For homeless people, it will be the responsibility of ACCs to provide
shelter. ACCs will fund and coordinate social services for abused or
neglected children, substance abusers, domestic abuse victims, seniors,
veterans, unemployed workers, incarcerated enrollees, parolees, and
disabled people.
The ACC coordination of health and social-safety-net services will
dramatically increase the positive impact of those services in peoples’
lives. ACC-coordinated mutual self aid and volunteerism will supplement the professional services provided.
The cost control side of the welfare reform grand bargain is for the
government social-safety-net budget to be indefinitely frozen at the
2016 level, which is $500 per year.
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ACC Coordination of Fragmented Social Services
Despite a dramatic increase in spending,16 our social safety net for
the poor and disadvantaged is much more tenuous than at the turn of
the 21st century. The health of Americans will deteriorate if our social
safety net lags further behind in meeting the need.
To strengthen and coordinate social-safety-net services, the following grand bargains will be involved:
1. Grand Bargain #6: ACCs to Provide Long-Term Care
2. Grand Bargain #8: Government Welfare will be Administered
by ACCs
3. Grand Bargain #12: ACCs to Administer Public Disability Benefits, Unemployment Insurance Benefits, and Workers’
Compensation
4. Grand Bargain #13: ACCs to Provide Members Basic Prepaid
Legal Services and Foster Legal and Prison Systems Reforms
5. Grand Bargain #14 and #15: ACCs to Assist Members Finding
Jobs Paying at Least $15 Per Hour.
6. Grand Bargain #16: ACCs to Provide Members Financial
Counseling
7. Grand Bargain #17: ACCs to Administer Social Security for
Members
8. Grand Bargain #18: ACCs to Administer Public Sector Retirement Plans for Members
9. Grand Bargain #25: Veterans Health and Social Services to be
Shifted from the Veterans Administration to ACCs
10. Grand Bargain #26: ACCs to Replace the Indian Health Service
in Providing Health and Social Services
For all the services above, delivered by separate bureaucracies in a
fragmented manner, government funding will be shifted to the ACCs for
the delivery of and coordination of all health, social, and human services.
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Instead of all these poorly coordinated government programs, with
Grand Bargains-based reform an estimated $957 billion in social services funds will be administered by ACCs under this block grant plan.a
The redundancies, waste, administrative burdens, and failures to
adequately help people in the current welfare system provide ample
justification for shifting administration of government welfare spending and other social-safety-net benefits to ACCs. With intimate knowledge of both their patients and the local health and welfare services
providers, direct practice PCPs with their patient-centered medical
teams at the ACCs will provide and coordinate all health, welfare, and
human services.
In a free market environment for health and welfare services, ACCs
will efficiently and effectively employ social workers and other appropriate social-safety-net professionals to optimally benefit their patients.
ACCs will have resources to employ or find employment for all who
are capable of working (Chapter 12). The ACC system will enhance the
positive impact of welfare spending while reducing the burden on the
taxpayer.
While massive federal, state, and local social programs help many
people, they tend to decrease the obligation each of us feels to assist
unfortunate people in our own communities. ACCs will harness the efforts of individuals, religious and charitable groups, and social-services
professionals to improve patient outcomes. The impacts of individual
volunteers on overall social services will be magnified. Volunteers will
become motivated to do more.
Possible examples of improved care with ACC coordination of funding for services ordered by direct practice PCPs will be the following:
•

If a blind or disabled person requires a service dog,22 the cost
of training and caring for the dog should be covered by the
combined health/social-safety-net insurance.

a $500 billion (Welfare) + $104 billion (Veterans social services) + $140 billion
(federal and state unemployment benefits) + $40 billion (Workers’ Compensation) +
$173 billion (Disability benefits) = $957 billion
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•

•
•

•

•

•

A PCP trying to prevent or treat a patient’s diet-related diseases
(e.g., obesity, type 2 diabetes, coronary heart disease, cancer, etc.)
faces the reality that poor people in the U.S. eat a lot of junk food.
High calorie, low nutrient content food is cheap and all they can
afford. That PCP should be able to prescribe fresh fruits and
vegetables, whole grains, nuts, beans, and other nutritious foods
and allocate social-safety-net funds to pay for those foods in an
individually designed healthy diet (Chapter 13).
When a homeless person sees his/her PCP, the PCP will be able
to prescribe shelter along with medical treatment.
When an elderly or disabled person requires assistance with
activities of daily living, the PCP will be able to provide timely
and uncomplicated funding for family and friends to provide
care (Chapter 6).
If a person is disabled, whether by a medical intervention,
military combat, a sports injury, a car accident, an accident on
the job, or other cause, a financial stipend could be provided to
substitute for a paying job.
Evidence-based intensive treatment for autistic children will be
funded by insurance at the discretion of the PCP rather than based
on the fine print of insurance policies or legal-system mandates.
With ACCs in charge of health care and social services, provision of midwife services will depend on the demand of women.
Midwife services are as much social as medical. Some ACCs
will cover it and others will have exclusively hospital births.
When choosing an ACC, women will be able to choose one
that does or does not cover midwife services.

The Grand Bargain #26: ACCs to Replace the Indian Health
Service in Providing Health and Social Services
Due to previous treaties with the U.S. government, Native Americans are entitled to their own health service and need not rely on Med- 176 -
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icaid if they are poor. The federal Indian Health Service (IHS) provides
free care to 1.9 million Native Americans, including indigenous people
in Alaska and Hawaii, mostly living on tribal lands. An additional 8
million part- or full-blooded Native Americans, mostly living in urban
areas, are not covered by IHS health care.23, 24
Unfortunately, the IHS is chronically underfunded and understaffed. A report to Congress by the U.S. Commission on Civil Rights
concluded in 2004: “... our nation’s lengthy history of failing to keep its
promises to Native Americans includes the failure of Congress to provide the resources necessary to create and maintain an effective health
care system for Native Americans.”23 Between bureaucratic hurdles,
transportation issues, poverty, discrimination, lack of good jobs, and
other social factors, Native Americans as a group receive substandard
health care and have poor health outcomes. They have high infant mortality, low longevity, and high rates of alcoholism, obesity, and diabetes.
If not bound by treaties, Congress would probably get rid of the
Indian Health Service (IHS) and force Native Americans to enroll in
programs like subsidized private insurance or expanded Medicaid.
However, most American Indians oppose abandoning the Indian
Health Service. Switching from the IHS to Medicaid is not the answer.
Obamacare will do little to help the health care of about 10 million
Native Americans.
The answer is for ACCs to replace the IHS in providing health and
social services. The IHS health care budget (projected to be about $4
billion in 201624) as well as risk-adjusted government social service
funds will be distributed to the ACCs chosen by the Native Americans.

Conclusion
The huge impact of the social determinants of health on individual
and societal health outcomes justifies the integration of federal, state,
and local social-safety-net funds with health care funds under the
management of ACCs. With innovation, flexibility, and a minimum of
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bureaucracy, ACCs will be able to use the social-welfare funds along
the lines of the 2016 federal budget to bring together local resources
(charities, volunteer organizations, social services agencies, individuals, etc.) to better address the large number of serious social problems
experienced by U.S. residents.
Methods of attending to homelessness, drug abuse, disability,
mental illness, long-term care and other social challenges will differ
between ACCs. Social services delivery methods and patient health
and social outcomes will be monitored and reported by ACCs. The
most successful approaches will be identified and copied by others.
ACCs will compete, in part, by the effectiveness of their programs to
address the social determinants of health. To control long-term overall
welfare spending, the government’s allocation for social services will be
frozen at the amount for 2016.
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Chapter 11

Enterprise Medical Malpractice
Liability and Legal System Reform

“T

he excesses of our legal system are harming society,” according
to Phillip K. Howard, an attorney and the founder of Common
1
Good. Howard asserts that we no longer have a legal system to protect
individuals and society from wrongdoers. Instead, the law has become
a weapon used by individuals and interest groups to advance their own
interests over the common good. Because much litigation is harmful
to the common good in many areas, Americans pay an ever-increasing
amount of money on health care, education, government, and regulatory compliance costs. Despite paying more money, we get an everdiminishing return in service, satisfaction, performance and safety.2
Whereas, in other developed countries, about 1% of the GDP goes
to the legal system, in the U.S. over 2% of the GDP goes to litigation.3
Returning our tort costs to 1% of GDP would reduce by half the litigation expenses of $350 billion projected for 2016.4
A poll commissioned by Common Good found that only 16% of
Americans trust the legal system to protect them.5 Lawyer jokes arise
from this pervasive mistrust. Concerning this lack of confidence in
the legal system, Howard makes the case that our excessively detailed
laws and rigid and arcane government regulations leave no room for
judgment or discretion. He argues that, without reform of America’s
legal and regulatory system, we will lose the freedom to take reasonable
risks. He asserts that America is drowning in law, legality, and bureau- 179 -
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cratic processes. He cites many examples of litigation or the fear of law
suits constantly threatening not only doctors but educators, government workers, business people, and others.
In this chapter, I will begin with a proposal that addresses both
reforming the medical malpractice system and reducing medical errors. Then I will address the wider scope of how Grand Bargains-based
reform will facilitate a more functional overall legal system.

The Medical Malpractice Conundrum
In 1999, the Institute of Medicine estimated that 46,000–98,000
Americans die of medical errors per year.6 Much attention has subsequently gone to efforts to improve patient safety. However, no overall
improvement in patient safety has been documented.
In fact, a 2010 study showed that adverse events in hospitalized
patients, including those caused by human errors (i.e., preventable),
occur about 10 times as frequently as previously thought—at least
49 adverse events per 100 hospital admissions including about 20 errors.7 Plugging this error rate estimate into the national estimates on
hospitalizations for 2008 (last available year) translates into roughly 20
million patient injuries that year, of which about 8 million were caused
by errors.
An unknown number of adverse events and errors were not documented in the hospital records. Additionally, almost half of all medical
malpractice occurs in outpatient settings.8, 9 Given the extent of medical
errors, the track record of our medical malpractice system on reducing
harm to patients has been questioned. Indeed, many analysts, including
this author, think our malpractice system is responsible for increasing
errors.
As mentioned in Chapter 1, the courts have a terrible record of distinguishing which injuries and illnesses are due to medical malpractice
and which are just due to inherent risks of medical interventions and
bad luck. Consequently we need to find a better way of dealing with
bad outcomes for patients, including those due to medical malpractice.
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Failed Government Strategies to Reduce Malpractice
To address the huge problem of errors by health care professionals
causing injuries and deaths to hospitalized patients, Kathleen Sebelius,
the former Secretary of the U.S. Department of Health and Human Services (HHS), unveiled the Partnership for Patients initiative in 2011.10
This HHS patient safety plan targeted nine common types of errors
in hospitals. The tools highlighted to reduce these errors included (1)
checklists, (2) public reporting, (3) “evidence-based” guidelines, and
(4) “pay for performance” (financial incentives). Except for checklists,
these tools are quite problematic as detailed in Chapters 8 and 9.
According to a report issued by the Institute of Medicine (a branch
of HHS),11 not all “evidence-based” guidelines are valid. Furthermore,
the report disclosed that the HHS has no mechanism to determine
which guidelines are valid and which are not. Since financial incentives
generally involve compliance with evidence-based guidelines, pay-forperformance bonuses won’t improve care if the guidelines are not valid.
Indeed, compliance with invalid guidelines may harm patients.
For example, venous thromboembolism (VTE: leg and lung vein
clots) is one of the nine hospitalization-related adverse events targeted
by the HHS’ Partnership for Patients program. It occurs more commonly in patients with certain risk factors. The HHS refers to an “evidence-based” VTE guideline that recommends that physicians order
anticoagulant drugs as prophylaxis (e.g., heparin injections) against the
development of VTE for hospitalized patients with the risk factors.
I challenged the validity of that guideline in a peer-reviewed medical
journal publication.12 HHS leaders, drug companies, and anticoagulation experts have not rebutted my data and conclusions. Others have
also questioned the evidence-basis for anticoagulation prophylaxis of
hospitalized patients.13, 14
As of January 1, 2014, the American Academy of Orthopaedic
Surgeons stopped mandating anticoagulant drugs as the only effective
prophylaxis of patients undergoing joint replacement procedures, and
endorsed aspirin (a much weaker blood thinner) as adequate venous
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thromboembolism prophylaxis.15 A review of anticoagulant prophylaxis for patients in medical wards of hospitals found no benefit to
this practice.16 However, the HHS anticoagulant prophylaxis guideline
linked to pay-for-performance evaluations remains.
We need to reduce preventable deaths and complications in hospitalized patients. However, forcing physicians to slavishly follow often
flawed clinical treatment guidelines is not the answer. Nor will it make
patients safe to capriciously expose to public scrutiny a relatively small
subset of the estimated 8 million errors per year made by physicians
and other health care professionals. In a very arbitrary fashion, this
will damage the careers of some doctors without changing underlying
problems leading to errors.
One component of how to make health care safer is for us to find
strategies to address the underlying health care financing system that
rewards excessive hospitalizations and unnecessary patient days in
hospital (Chapter 20). Unnecessary days in hospital lead to avoidable
errors and patient injuries. Inexplicably, the HHS Partnership for Patients program description makes no mention of strategies to reduce
patient days in hospitals to improve care and decrease adverse events.

The Threat of Malpractice Suits Fails to Reduce
Medical Errors
Studies show that there is no significant value of the threat of malpractice litigation in reducing errors or leading to systemic improvement in patient safety.17 Indeed, our current malpractice tort system has
presided over a high rate of preventable injuries for decades. Medical
malpractice convictions have been falling steadily for the past decade
and in 2012 were the lowest ever recorded.18 However, this doesn’t
mean that the number of medical errors is going down.
In a large study conducted at Harvard, investigators found it is difficult to isolate individual failures from “system” failures.19 While individual failures contribute to most errors, they are usually precipitated
- 182 -

enterprise liability and legal system reform
by or amplified by systems failures. Our tort system disproportionately
focuses on individual failures.
For instance, a physician may order the wrong dose of a medication. The nurse sending the prescription should note the error and tell
the doctor. If the nurse doesn’t spot the error, the pharmacist should
call the doctor and discuss the prescription. If the wrong dose of the
medication isn’t identified by the nurse or pharmacist and the wrong
dose of the medication arrives on the ward, another nurse who distributes medications to patients might note the error and tell the doctor.
If the patient takes the wrong dose of the medication because no one
told the doctor of the error, the doctor is liable for medical malpractice.
Paradoxically, the threat of malpractice suits may perpetuate system
faults that lead to errors. Due to the prospect of a devastating malpractice suit on the career of a doctor or other health care worker, the tort
system itself contributes to hiding of errors by some or all members of
medical teams. When errors are hidden, they are not openly discussed
by the whole medical team. Consequently, opportunities to change the
system to enhance patient safety may be lost.

Our Medico-Legal System Does Not Serve Patients Well
The medical malpractice system is capricious and arbitrary. It generally benefits affluent people who suffer serious adverse events—not
moderate injuries affecting poor people. Seniors and disabled people
are most often the victims of malpractice because they have more medical procedures than young healthy people. However, retired people
and poor people with disabilities from adverse medical outcomes do
not have as many economic damages as high-paid workers do. While
obstetrician-gynecologists pay high insurance premiums because birth
injuries are costly, gerontologists pay very low premiums.20
If a patient does win a malpractice judgment, it typically takes 5–10
years to receive the money. Seniors may die before compensation arrives. The courts, attorneys, administration, and insurance company
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overhead consume an average of 55% of medical malpractice insurance
payments.21
Patients and taxpayers, not doctors and other health care workers,
ultimately pay for medical malpractice with higher medical costs and
with unnecessary medical procedures (defensive medicine—discussed
later). Access to medical care may also be adversely affected by high
medical malpractice premiums. Specialists might avoid practicing
medicine in states with high malpractice premiums or unfavorable
malpractice regulations. High-tech specialists utilizing risky procedures may also avoid high-liability-risk patients due to concerns about
being sued.
Currently, patients injured and rendered disabled by medical interventions deemed to be not as a result of malpractice must suffer the
economic losses without compensation. However, the courts are often
wrong in attributing blame, and, in a civilized society, any people with
disabilities need compensation for their lost capacity to work.
Patients, health care workers, and taxpayers are all victimized by
the current medical malpractice system.

Problem Doctors Often Not Identified
Hospitals want to avoid alerting the government to potential dangers that might threaten the reputation of their medical institutions
and practitioners. A Public Citizen Health Research Group report
detailed how hospitals minimize the discipline of doctors for negligent
or unethical behavior.22 The report stems from analyzing independent
studies and government reports from the National Practitioner Data
Bank (NPDB). Congressional legislation requires hospitals and managed care organizations to submit reports to the NPDB about any disciplinary action that adversely affects a physician’s hospital privileges for
more than 30 days. However, in the first 20 years that the NPDB existed,
49% of U.S. hospitals never submitted a single report. Compared with
predictions by the federal government and health care industry, only
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one-eighth to one-sixteenth of hospital disciplinary action reports have
been filed.23
Due to the influence of the American Medical Association (AMA),
the NPDB is not accessible by the public. Given that we have a capricious
and error-prone medico-legal system and relatively few disciplined
physicians are in the databank, public availability of the NPDB would
not make us safer. Indeed, many practitioners not guilty of medical
malpractice may well be in the NPDB. An unknown number of doctors
convicted of malpractice in “sham peer-review” hearings (discussed
later), appear in the NPDB.
Reducing medical errors, which is the purpose of medical malpractice litigation and much of government regulation of health care, needs
to be approached very differently than with lengthy and expensive
litigation in our error-prone court system.

Defensive Medicine
Policy experts define “defensive medicine” as ordering unnecessary
or low-yield tests and treatments and referring patients to specialists
out of concerns about malpractice suits. A study in Pennsylvania found
that 9 of 10 specialists that performed high-risk procedures reported
defensive practices.24 These included over-ordering of diagnostic tests,
unnecessary referrals, and avoidance of high-risk patients. Physicians more likely practiced defensive medicine if they faced tighter
reimbursement rates, more assertive patients, greater administrative
burdens, or increased likelihood of being dropped by liability insurers.
Defensive medicine reinforces itself. The more that physicians order
low-predictive-value tests and give or prescribe aggressive treatments
for low-risk conditions, the more likely such practices are to become
the legal standard of care in court cases.25
Estimates of the cost of defensive medicine vary widely. Political
leanings seem to color the figures. Table 1 shows some published esti- 185 -
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mates adjusted for inflation to 2016 dollars when personal health care
is projected to cost about $3.3 trillion.26
Table 1. Estimated costs of defensive medicine in 2016

Authorities estimating the cost of defensive medicine

Cost estimate for
defensive medicine

The Center for Medical Consumers27

Negligible costa

U.S. Department of Health and Human Services28

$40 billion

Dr. Michelle Mello and colleagues from Harvard29

$60 billion

The American Medical Association30

$125–$225 billion

Former Secretary of Health and Human
Services Tommy G. Thompson31

$133 billion

Drs. Daniel Kessler and Mark McClellan32

$164 - $295 billion

The libertarian/conservative Pacific Research Institute33

More than
$260 billion

In addition to physician malpractice cases, suits over faulty medical
devices and complications of drugs drive up medical costs with relatively little of the money going to the injured people. We need reforms
also regarding suits against medical devices and drugs. These suits are
expensive, they add to the cost of drugs and devices, and they do little
or nothing to contribute to patient safety.

a The Center for Medical Consumers and The New York Public Interest Research
Group statement: “Liability concerns have a relatively small effect on practice patterns
. . . some so-called ‘defensive medicine’ may be good medicine—averting unnecessary
patients’ injuries.”27
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Following Guidelines as Protection from Lawsuits
In a speech to the American Medical Association in June 2009,
President Obama noted that too many doctors order unnecessary tests
and treatments only because they believe it will protect them from a
lawsuit. His solution: “We need to explore a range of ideas about how
to put patient safety first, let doctors focus on practicing medicine
and encourage broader use of evidence-based guidelines.”34 President
Obama’s answer to the medical malpractice issue is to provide a safe
harbor for doctors that follow evidence-based guidelines. Anyone who
could demonstrate that he has followed the recommended course for
treating a specific illness or condition could not be held liable.
However, as noted in Chapter 8, the benefits to patients of many
tests and treatments in medical practice are controversial. Universally
recognized “evidence-based medicine guidelines” do not exist for the
majority of medical interventions in common use today.
Where evidence-based clinical guidelines exist, research suggests
that doctors follow them only about half of the time.35 In one study,
about half of best practices recommendations published in elite peerreviewed medical journals were found to be invalid within 5-1/2 years.36
To put it mildly, clinical guidelines applicable to all U.S. practitioners offer no panacea to prevent unjust lawsuits.

Sham Peer Reviews
As mentioned in the introduction, my former employer, the L.A.
County Department of Health Services administration, targeted me as
a whistleblower and retaliated with an unfounded malpractice allegation. They fired me in 1998 and I lost my medical license permanently
because of one medical malpractice conviction by an administrative
law judge—the price of whistleblowing.
I’ll briefly tell the back story, which was alluded to in the Introduction.
The hospital administration closed my highly successful Pain and
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Palliative Care Service in 1995 amid a financial crisis in which L.A.
County + USC Medical Center faced possible closure. At that time,
patients writhing in pain in acute-care hospital beds because of poor
palliative treatment were a cash cow for the hospital.
Excellent home hospice treatment for the pain and distressing
symptoms of cancer and AIDS patients cost the hospital an estimated
$9 million in lost Medicaid revenue per year. The hospital financial
bottom line won out over pain relief for cancer and AIDS patients.
After the closure of the Service, I submitted over 80 incident reports detailing cases with poor pain and symptom management to my
hospital’s quality-assurance committee. None were ever investigated.
My op-ed piece in the L.A. Times on the dysfunctional Medicaid
reimbursement system that overpaid for inpatients and underpaid for
outpatients marked me as a clear whistleblower. 37 My letter to the Chief of
the Health Care Financing Administration threatening a qui tam (whistleblower’s) law suit over wasted taxpayer money and patient harm from the
Medicaid reimbursement system was ignored by the U.S. Department of
Health and Human Services and the 11 legislators that I carbon-copied.38
Meanwhile, the administration almost immediately retaliated by placing
me on administrative leave and subsequently dismissing me.
The hospital administration accused me of malpractice in a single
clinical case: My team of medical residents admitted a man to my internal medicine inpatient service with alcoholism, liver failure, advanced
tuberculosis, and a deep venous thrombosis (leg vein clot). I assessed
that his risk of dying of lung emboli (thromboses or clots from the leg
travelling to the lungs) to be less than the danger of dying from bleeding from the blood thinners heparin and warfarin (Coumadin, the active ingredient in rat poison). Accordingly, I stopped the anticoagulant
drugs. Unfortunately, he died of emboli in his lungs about a week later.
I said that I was sorry that the man died, but maintained that his
high risk of bleeding justified my decision to stop the anticoagulants.
The details of the case can be found in my book, Whistleblower Doctor—The Politics and Economics of Pain and Dying.39
My case falls into the category of “sham peer review.” According to
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the Alliance for Patient Safety, “Sham peer review is the use of the peer
review system to discredit, harass, discipline, or otherwise negatively
affect a physician’s ability to practice medicine or exercise professional
judgment for a non-medical or patient safety related reason.”40
Partially in recognition of sham peer-reviews, the California State
Legislature called the medical peer-review system “broken.” A report
on the peer review system commissioned by the California State Legislature observed in 2009,41
The present peer review system is broken for various
reasons and is in need of a major fix, if the process is to
truly serve the citizens of California... This report cites the
inconsistencies in the way entities conduct peer review,
select and apply criteria (e.g., implicit vs. explicit review),
and interpret the law... One major recommendation is to
re-design the peer review process, including establishing
a separate, independent peer review organization that
has no vested interest in the review outcome, except the
protection of the public.
My petition to the California Medical Board for license reinstatement in 2009 was denied because I refused to admit that I made a
medical error in stopping the blood thinner in the venous thrombosis
case. If I had made that admission as recommended by the prosecuting
Deputy Attorney General and my own attorney as well as the Superior
Court Judge, I would have committed perjury. My appeals of the decision to the California Supreme Court were denied.
This personal experience with the medical malpractice system has
helped me understand the problems with the tort-based legal process
of compensating patients harmed by medical interventions. Both physicians and patients are unfairly treated while lawyers and legal system
bureaucrats profit handsomely. Legislators remain clueless.
Comprehensive medical malpractice system reform must fix this
injustice to physicians and other health care workers.
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Malpractice Reform Should Promote Patient Safety
Physician groups, hospital administrators, insurance companies,
the AMA, and conservative politicians talk about a “malpractice insurance crisis,” highlighting excessive payments for non-economic
damages, frivolous lawsuits, high malpractice premiums, and defensive
medicine. These are all issues of concern. However, the bigger crisis is
about a medical culture that allows too many iatrogenic (doctor and
health care system caused) injuries to patients. Uncapping medical
damages lawsuit awards and safeguards against frivolous lawsuits will
not reduce medical errors. Reforms should go beyond improving the
accuracy of liability determinations and cost control. Clinical practice
changes designed to prevent risk of injury and improve patient safety
need to be the focuses of malpractice reform.42
Since physicians largely control patient care, they can play a critical
role in developing systematic approaches to reduce patient injuries. For
physicians, better communication with patients and others requires
individual effort. However, physicians also need the support of a system that fosters good communication. Reforms must encourage the
cooperation of doctors and allied health workers to act collectively to
find ways of making care safer.
I agree with patient safety experts who believe that effective malpractice system improvement requires fixing medical organizational
systems rather than solely blaming individuals for adverse events.6, 43
Since medical systems, as much or more than individuals, tend to be at
fault in medical errors, it makes sense to shift liability from individuals
to medical systems.

Grand Bargain #11: ACCs to Adopt an “Enterprise Liability”
Malpractice System to Reduce Medical Errors
As discussed in Chapter 1, enterprise liability will be the legal system to handle medical malpractice allegations with ACC-based care.
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Enterprise liability means the responsibility for patient safety lies with
the enterprise (e.g., ACC) and not solely with the individual physician
or allied health care worker. 44
Each error or unfortunate patient outcome will become an opportunity to help spur the needed corrections in the system of health
care delivery. In most cases, ACCs will consider medical errors “system
problems” rather than errors caused solely by an individual practitioner. ACC physicians and other health care providers will need no
malpractice insurance for services authorized by ACCs. All payments
for medical malpractice occurrences will be the responsibility of the
ACCs.
Enterprise liability will give each staff member of each ACC a stake
in ensuring that all its PCPs, specialist consultants, and other ACC care
providers are competent and diligent. It will assure that entire ACC
organizations work collaboratively to reduce risks of harm to patients.
Medical errors will be deterred because all ACC health care providers
and other ACC stakeholders will have the analysis procedures in place
to find and correct clinical practice system errors.
For physicians and other health care workers that willfully harm
patients or are deemed hopelessly incompetent or negligent by coworkers, ACC staff will have every reason to fire them and report them to
legal authorities.
To take enterprise liability a step further, economic damages will be
allocated for adverse outcomes causing disability without adjudicating
whether the problem was due simply to the risk of the intervention or
due to malpractice. Ascertaining blame takes a lengthy, expensive, and
error-prone litigation process that Grand Bargains-based enterprise
liability avoids.
ACCs will hire legal teams to mediate prompt and fair compensation to patients for serious harm from medical interventions. Enterprise liability will eliminate individual malpractice insurance, allowing
about $11 billion projected to be paid by health care workers in 201621
to be used instead by the ACCs to compensate injured patients.
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Currently, about 65% of malpractice payouts go toward the cost of
future medical care.45, 46 With ACC-based malpractice system reform,
compensation to patients for future medical costs will be unnecessary.
ACCs will continue to provide health and safety-net care after any
adverse event.
Indemnity payments for economic losses for the disabled comprise
the remaining roughly 35% of malpractice payouts. For justice in
determining indemnity payments, it will be less expensive and more
beneficial for patients to rely on the judgment of the PCPs of injured
patients and ACC-appointed expert advisors in this area rather than
engaging the expensive, highly fallible, bureaucratic legal system. Lawyers specializing in health law employed by ACCs will have much more
gratifying careers helping injured people than litigating cases in the
courts.
Of the approximately 8 million patients in 2016 that will be affected
by medical errors,7 less than 15,000 are projected to receive payouts
through malpractice litigation (0.2%). In 2012, total malpractice payouts totaled $3.1 billion. This indicates that we are grossly under compensating people that are injured by medical interventions, whether
the injuries are due to malpractice or bad luck.
With ACC-based enterprise liability reform, I estimate that ACCs
will be compensating injured patients for financial losses (excluding
non-economic and punitive damages and the future cost of health care)
with roughly $40 billion in 2016,19, 21, 45 b almost 40 times the amount
now paid to patients awarded malpractice judgments.c With enterprise
liability combined with ACC administration of public disability benefits
b Estimated economic cost of adverse events from medical interventions: $3.1
billion (i.e., payouts due to malpractice in 201218) x 0.35 (about 65% of payouts
for future health care and 35% are for economic costs45, 46)/0.002 (about 0.2% of
malpractice victims receive payouts9, 47, 48) / 0.4 (about 40% of adverse events are
cause by medical malpractice7) x 0.03 (cases not litigated generally involve less severe
injuries: estimating 1/30th as severe) = $40.7 billion
c Current payouts to patients that win malpractice judgments: $1.09 billion ($3.1
billion total malpractice payouts x 0.35 (35% goes for patient indemnity payments)
= $1.09 billion). $40.7 billion (total economic cost of medical adverse events) /
$1.09 billion (current indemnity payments) = 37.7 (i.e., we should be compensating
malpractice victims more by about a factor of 40).
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(Chapter 19), this compensation for economic losses of ACC members
will be equitably allocated to patients who suffer serious adverse events
due to medical interventions whether caused by malpractice or not.
For ACC-authorized drugs and medical devices, the responsibility
for product liability will be shifted from pharmaceutical companies
and medical device makers to the ACCs. Class action settlements in
the billions of dollars against drug companies (e.g., Merck for Vioxx, a
pain pill that caused heart attacks) will be eliminated.
Concerns about losing prescriptions from ACCs will serve better
than fear of product liability suits to reduce the marketing of drugs
and devices that do more harm than good to patients. The savings to
pharmaceutical companies and medical device providers will also be
passed along in lower drug and device costs.
ACCs will select mediators (likely attorneys specializing in health
care) to recommend payments to patients for economic losses. Performance of these mediators will be documented by the ACC-affiliated
financial services companies and scrutinized by patients, providers,
and any other interested health care stakeholders. Unsatisfied patients
could appeal the decisions to civil courts of law.
As part of the selection process of choosing ACCs, patients could
evaluate the records on allocations of funds for economic losses due to
adverse medical events.
For additional protection against economic losses from accidents
and illnesses, people with high incomes and high-spending patterns
could protect their incomes with additional private disability insurance
as they do now.
With enterprise liability-based malpractice reform and the decentralization of clinical practice guidelines (Chapter 9), wasting money
and resources on defensive medicine will not serve ACCs, their staffs,
or patients. In ACCs, cultures will develop fostering the avoidance of
the ordering of unnecessary medical interventions as defensive medicine. This will improve patient care and save lots of money.
The elimination of both provider malpractice premiums (≈ $11
billion/year) and defensive medicine (> $50 billion/year) will be more
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than enough to compensate all people for economic losses due to medical malpractice (≈ $40 billion). With the integration of unemployment
and workers’ compensation benefits and public disability insurance
funds (Chapter 19) together with enterprise liability, social-safety-net
funds will be allocated much more efficiently.
Practicing medicine through patient-centered medical homes
within ACCs under a system of enterprise liability will also remove the
financial incentives for sham peer-reviews. Whistleblowers that expose
poor-quality care will not be targeted for retaliation by other health care
workers or ACC managers. Nor will exceptionally competent doctors
be targeted in sham peer reviews by mediocre competing physicians.

Enterprise Liability will Help ACCs Reduce Patient-Days in
Hospital and Reduce Errors
As a hospital-based practicing physician for 25 years, I can attest
that hospitals are life-saving for many patients with major trauma,
high-risk pregnancies, and many other conditions. However, hospitals
are also dangerous places. To prevent adverse events and errors in hospitals, we must hospitalize fewer people and for shorter periods of time.
The current hospital bed utilization rate per capita is about half
that of 40 years ago. Consequently, the hospital error and injury rate
is down. Reducing hospital bed utilization by half again would predictably reduce hospital-related adverse events and errors significantly
while decreasing overall health care costs.
Why do patients spend unnecessary days in hospitals?
With the current business model of hospitals, physician “pay-forperformance” means filling as many beds as possible with insurancereimbursable patients. While no hospital administrator wishes harm
on patients, adverse events occurring to unnecessarily hospitalized
patients increase hospital revenues. In the hospital business, more errors injuring patients is a side effect of financial incentives to maximize
profits by filling beds.
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Financial incentives drive the pattern of excessive patient days in
hospital. Hospitals compete to fill beds. About 200 million acute care
days in hospital in 2016 are projected to cost over $1 trillion ($5000/day
on average).26, 49 Hospitals that fill fewer beds than their competitors
will go out of business.
For example, medical treatments in hospital in the last year of life
for patients with advanced chronic illnesses (e.g., cancer and heart failure) will consume about 30% of Medicare spending (about $200 billion
projected for 201626, 50). Much of this “care” in a hospital is unnecessarily burdensome for patients. In many of those cases, hospitalizations
could be avoided by earlier access to palliative care/hospice programs
(Chapter 5). In addition, managing acute exacerbations of chronic
medical problems with “home hospital care” has been shown to be safe,
effective, and less expensive (Chapter 20). Patients and family members
often prefer it over hospitalization.49
With member-owned ACCs responsible for hospitalization policies, there will be incentives for more judicious use of days in hospitals
and for the development of alternatives to hospitalization. This will
markedly decrease acute care patient days in hospital, improve quality
of care, reduce errors, and save money.

Grand Bargain #13 Part 1: ACCs to Provide Members Basic
Prepaid Legal Services
ACC-based overall legal system reform will begin by providing
prepaid basic legal services for ACC enrollees funded by risk-adjusted
government welfare money and savings from administrative efficiencies.
ACCs will hire lawyers, paralegals, and others charged with advising
clients about legal matters. At the discretion of the ACC legal experts,
ACCs may represent members in filing or responding to legal suits.
Whenever possible, disputes will be kept out of the courts. The
emphasis for ACC legal teams will be on mediation, fairness, justice,
and minimizing legal costs.
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Organically restructuring of the overly intrusive legal system
will be made much more possible in conjunction with other Grand
Bargains-based reforms. These include health care enterprise liability,
social services, disability allocations through ACCs, ACC facilitated
employment (Chapter 12), and financial counseling (Chapter 24).
Reforms in each of these bureaucratic, dysfunctional sectors of society
will lead to the reduction of the associated legal system ramifications.
With Grand Bargains-based reform, the proposed prepaid legal
services provided by ACCs will reduce the responsibilities now assumed by the U.S. Department of Justice (DOJ) and avoid the need for
much DOJ work. For example, prepaid financial counseling services by
ACCs will reduce the incidence of financial and mortgage fraud, which
the DOJ prosecutes.
These basic ACC legal services will magnify the benefits of comprehensive health system reform, integrated social services, expanded job
opportunities, and ACC financial counseling services. These ACC legal
services integrated with other human services will decrease overall
litigation. Consequently, the overall litigation costs in the U.S. can be
expected to drop over a few years from 2% of GDP currently to about
1% of the GDP as in other developed countries. Tens of thousands of
redundant legal system workers will be assisted to find other jobs by
their ACCs (Chapter 12).
ACCs will compete with each other, in part, on the performances
of their legal services departments.

Prison Overpopulation Crisis
Being “tough on crime” has aided politicians in getting elected
fairly consistently over the past three decades. Consequently, the prison
population in the U.S. has gone from about 460,000 inmates in 1980 to
2.2 million in 2012.51 The overall cost of incarceration has skyrocketed
from about $5 billion in 1980 to $84 billion projected for 2016.52 The
U.S. now leads the world in the proportion of the population in jail.
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Nonviolent drug offenders account for about half of convicts.53 Financial crimes, such as writing bad checks, have also landed more people
in jail in recent years.
Because mental illness treatment is difficult to access for many,
about 40% of mentally ill U.S. residents have been in jail at some time
in their lives. About 16% of currently incarcerated people have been
diagnosed with major mental illnesses. About three times as many
mentally ill people are in jail than in psychiatric hospitals.54
An Urban Institute study found that almost 70% of males released
from prison will return to prison.55 The factors leading to such a high
recidivism rate include the individual’s social environment of peers,
family, and community as well as the state-level policies toward felons.
Poor educational achievement, abuse in childhood, substance abuse,
and mental illness increase the risk.
Even in non-recessionary times, ex-convicts face tremendous challenges in returning to society. People can legally discriminate against
ex-cons in housing, employment, and education. Felons are not eligible
for college Pell Grants from the government.
In California, the cost of incarcerating people now exceeds the
funding for higher education and impedes the state’s properly funding
education. It also detracts from dealing with health and social-safetynet services for the poor. Prison guard unions exert considerable power
over state legislators—longer sentences increase their pay and job
security.

Grand Bargain #13, Part 2: ACCs to Foster Prison
System Reform
To break the cycle of incarceration, parole, and re-imprisonment,
the ACC legal teams will monitor and intervene with their clients that
get in trouble with the law. For people without financial resources, the
ACC legal teams will represent clients in court. For this purpose, public
defender funds (federal: about $1 billion56 and state and local: about
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$2.2 billion57) will be shifted to the ACCs. Public defenders and affiliated staff members will move to employment with the ACC legal teams.
Should their clients be convicted of crimes and go to jail, the ACC legal
teams will, if appropriate, advocate for their early release.
Once an ACC enrollee convicted of a crime is released from prison,
the ACC teams for social-safety-net services, education, and legal and
financial services will assist him/her in reintegrating back into society.
As with other ACC enrollees, ex-convicts will be offered shelter, food,
employment, educational opportunities, substance abuse treatment,
and mental health therapy as required.
ACCs need financial incentives to prevent their members from
committing crimes and to decrease the recidivism rate of members
released from jail or prison. Sometime after the ideal roll out of Grand
Bargains’ reform in 2016 (if we are quick), I propose that ACCs administer the funding for the jails and prisons of the country. The projected
cost of jails and prisons should be transferred from the federal, state,
and local government in a risk-adjusted manner to the ACCs. Then
ACCs will then be responsible for funding the cost of incarceration of
all of their members in jail. This will give ACCs an immediate interest
in working with the 12 million people that churn through the jail and
prison system each year. It will be particularly important for the ACCs
to help prevent re-incarceration for the approximately 700,000 people
released from prison each year. Jails and prisons will bill ACCs for the
time that each ACC member spends in jail or prison.
Even in the short run, it will cost more for the ACCs not to provide comprehensive crime prevention services. ACCs will compete
on preventing crimes of members and on successfully reintegrating
ex-convicts back into society. Consequently, they will focus on legal
defense and crime prevention strategies. Over time, a lot fewer people
will be locked up.
With comprehensive and integrated assistance for those convicted
of misdemeanors and felonies, ACC-based reform will lead to major
decreases in the prison recidivism rates. I conservatively estimate that
the cost of prisons will fall by half over the next decade.
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Redundant prison system workers will be assisted to find other jobs
by their ACCs.

Summary and Conclusions
The tort system for medical malpractice is unfair, costly, slow, and
error-prone. Shifting from Obamacare ACOs to ACCs with enterpriseliability medical-malpractice reform will foster the medical culture’s
changes needed to reduce medical errors and improve patient safety.
Errors will be less likely to be hidden and more likely to be analyzed
by ACC personnel to find the system-changes needed to prevent
recurrences.
Enterprise malpractice liability reform will enhance the benefits of
social services, workers’ compensation, unemployment, and disability
compensation. Consequently, ACC’s will compensate an order of magnitude more injured people. It will also reduce litigation costs, speed
the process of compensating the injured, and eliminate the perceived
need for defensive medicine.
Administration of disability insurance by ACCs will ameliorate the
economic impact of disabling injuries and illnesses however they are
caused. This will make injured patients much less litigious. Rarely will
they take advantage of the availability of appealing the ACC mediators’
economic loss compensation decisions to civil courts. Payments will
be prompt rather than delayed and uncertain. In addition to severe
injuries, moderate injuries also will be more likely to be compensated.
Access to physicians will not be compromised by high medical malpractice premiums. Indeed, no malpractice insurance will be needed
by individual doctors.
Within ACCs, PCPs and disability-compensation mediators, rather
than the courts, will determine the payments of economic damages for
adverse events associated with medical interventions. Consequently,
health system problems will be spotted and corrected to reduce future errors. Physicians and other health care workers with patterns
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of repeatedly hurting patients with medical errors will more easily be
exposed. Those doctors and allied health workers that do not improve
their quality of care will lose referrals and go out of business.
With ACCs being self-insured with enterprise liability, defensive
medicine practices of physicians and other health care workers will
plummet. Due to competition between ACCs, the overriding incentive will be to provide the needed care most efficiently. Tens of billions
of dollars will be diverted from wasted services driven by malpractice
fears. Instead, people will be given appropriate compensation for disabilities without respect to the cause. ACCs will compete in part on
fairness and promptness of compensating people disabled by medical
interventions or by other causes.
For civil and criminal law issues, prepaid legal services by ACC
legal teams will help restore the integrity of our legal system while promoting economic justice. This will reduce current litigation expenses
significantly. A reduced burden of litigation will increase freedom and
stimulate private enterprise.
ACC services (health, social, financial, legal, educational, and
employment) will be coordinated to reduce the risk of members committing crimes and becoming incarcerated. Imprisoned members will
be supported with legal services by ACCs during incarceration and will
be helped to reintegrate into society upon release.
A centerpiece of prison system reform will be for ACCs to take over
the administration of financing the jails and prisons of the country.
Once this is instituted, it will become in the economic best interests
of all ACC members to support crime prevention and ex-convict
rehabilitation.
ACCs will compete in part on quality of legal counseling and representation services. Legal, law enforcement, and prison system workers
made redundant by legal system reforms will be assisted to find other
jobs through their ACCs.
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Jobs, Jobs, Jobs

T

hirty-one separately budgeted offices with almost 18,000 employees comprise the Employment and Training Administration of the
Department of Labor. President Obama’s projected budget request to
Congress for the Department of Labor in 2016 request is $68 billion.1
About 94% of the budget will go for aid to states, individuals, and businesses.2 States also have employment development departments with
big bureaucracies and budgets.
What has resulted from all these human resources and funds? Are all
these programs going to help us reach full employment anytime soon?
No.
Government employment policy prescriptions have failed American workers, and the government itself predicts these policies will lead
to unqualified disaster on the future employment front.3a

The Unsatisfactory Status of American Workers
Worker productivity in the U.S. has increased significantly because
the same work now requires fewer workers and no increase in wages.
Since the low point of the Great Recession in the second quarter of
a The Bureau of Labor Statistics projects an employment increase of 15.1 million
jobs from 2012 -2022.3 If this estimate is correct, these 15.1 million new jobs over a
decade will do nothing more than keep up with the 125,000 new workers reaching
employment age and being added to the labor force each month. 125,000 new workers/
month x 120 months = 15.0 million new jobs
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2009, the U.S. “economic recovery” has consisted of 85% corporate
profits and 15% new hires and wage increases. Despite the fact that U.S.
corporations now hold almost $2 trillion in cash, they have decreased
contributions to employee health plans.4
During the Great Recession, a New York Times/CBS News poll
found that more than half of the nation’s unemployed workers cut
back on doctor visits or medical treatments because they were out of
work. While depression and/or anxiety affected almost half of the unemployed, only about one-quarter of jobless people sought help from
mental health professionals. Children of unemployed patients had high
rates of behavioral problems. Working-class people especially felt at risk
of permanently falling out of their social class. The formal and informal
safety nets have been overwhelmed. Of those receiving unemployment
benefits, most said the amount did not cover basic necessities.5 For
many, the situation will not be better in 2016.
Absent borrowing money from future generations, the government
is only able to increase public sector jobs when businesses are prosperous, hire more workers, and pay more taxes. After the $800 billion
economic stimulus did not nearly enough to boost employment, future
Franklin Delanor Roosevelt-style public sector jobs programs seem
unlikely to work.
As before the Great Recession, tens of millions of able bodied
people are out of the work force because they care for their children or
their disabled parents or friends. In these especially hard times, should
these workers be financially compensated? We need to have a better
system of compensating people for caring work, without which society
would crumble. As will be detailed, the Grand Bargains’ jobs plan will
pay these people.
Despite the bleak situation for many workers, there are ever more
products and services needed throughout the economy. We need more
farmers, construction workers, educators, health care professionals, information technology experts, entrepreneurs, and innovators. Thankfully, plenty of people remain ready to work.
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The Business Climate for American Entrepreneurs Sucks
Increasingly, business owners perceive the government as burdensome. They object to government attempts to drive businesses to
support the larger interests of society (e.g., increasing employment,
minimum wage laws, worker safety protections, limitations on working hours, environmental safeguards, paid family leave, the employer
mandate for health care, decent pensions, social insurance, etc). They
understandably feel that, if businesses don’t make money, they don’t
promote anyone’s agenda.
The larger and more powerful corporations become, the more leverage they have to invest some of their profits to eliminate or weaken
the intrusions of government into their operations. These investments
generally take the form of lobbyists and political campaign contributions. The prizes they seek are subsidies, tax breaks, favorable regulations, government contracts, etc. Conservatives call these benefits
to businesses by the government, “crony capitalism.” Liberals call it,
“corporate welfare.”
Moving corporate operations to foreign countries to avoid the U.S.
corporate income tax is another common strategy to enhance the financial bottom line (Chapter 21). Hiring low-wage undocumented immigrants gives a company an advantage. Guiding their low-wage employees
to seek government welfare rather than to militate for higher wages may
also help businesses to compete in the domestic and global markets.
We live in a globalized consumer economy with 70% of the U.S.
GDP coming from sales of products and services. Until we all decide
to radically reduce our personal consuming patterns, we need policies
that allow businesses to grow and compete internationally for economic growth. Businesspeople don’t feel that politicians understand
this reality. Apart from subsidized energy consumption for growth,
which is not recommended, businesses would be helped most to grow
and compete by less taxation and fewer government regulations. Fewer
obligations to provide employee benefits would also entice more business owners to invest in their companies and to hire more employees.
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Despite businesses’ having many obstacles, 70% of jobs created
in our economy have been in small businesses.6 U.S. businesspeople,
entrepreneurs, inventors, and investors are among the best in the world
and are eager to compete with anyone on a fair playing field. Naturally,
they seek to foster and protect that fair playing field.

Grand Bargain #14: ACCs to Provide Members Jobs
Currently, only 72% of men and 58% of women over 20 years old
participate in the labor force.7 Grand Bargains’ reform will greatly expand the number of workers in the labor force.
Each ACC will have a “department of employment.” The task of
members of ACC departments of employment will be to provide every
work-ready ACC member the opportunity for a job. Realistically, 100%
employment will never be achieved. However, an achievable goal will
be 98% of a much expanded labor forceb to be employed.
Financial resources that will be available to ACC jobs-departments
to keep members employed will include the budget of the Employment
and Training Administration and federal and state welfare budgets.
Federal and state employment enhancement funds will be sent in riskadjustedc block grants to ACCs (Chapters 10 and 19).
ACCs will also tap savings from reducing waste and inefficiency in
health care and social services to create tens of millions of jobs and to
stoke economic activity.

Grand Bargain #15: Raise Minimum Wage to $15/Hour
As mentioned in Chapter 1, a game-changing grand bargain to help
workers and the economy will be to raise the minimum wage to $15
b The civilian labor force consists of employed and unemployed people actively
seeking work, but does not include any Armed Forces personnel. It also excludes
people in institutions, retired people, and full-time students.
c Risk-adjusted: more funding for poor people that wealthier people.
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per hour (about $33,000 in 2016). For employed people, supplemental
welfare will no longer be needed.
To help businesses afford the increase in labor costs, the corporate
income tax will be eliminated and employee benefits greatly reduced
(Chapter 21). Instead, ACCs will provide the employee benefits.
In utilizing ACC funds to foster employment, ACC job-placement
managers will need to consider the best interests of all stakeholders.
These interests include enrollees needing jobs, businesses requiring
workers, ACC members that consume the products and services of
local businesses, taxpayers, and the local environment. As a source of
labor and financial investment, ACCs managers will also have leverage
with local businesses to incentivize them to produce health-promoting
products and services. For instance, to attract workers and financial
support from ACCs, fast food restaurants may need to shift to a more
plant-based, less processed, more healthful cuisine.
To fulfill their mandates to assist all work-ready members to find
employment, ACCs will begin by paying members for valuable and necessary work now being done for free. Long-term care providers of up to
10 million disabled and/or elderly people will receive income from their
ACCs for the care they are already delivering on a voluntary basis for
their relatives and friends (about $330 billion in 2016, Chapter 6).8
Given the challenges with child care in the U.S., we should also
consider helping parents cope financially.

The Status of Child Care in the U.S.
When my three daughters were young, my then wife stayed home
to care for them. She continually searched for educational enrichment
opportunities for the kids. The children went to piano lessons, soccer
practice, children’s theater, ballet classes, and many other activities. We
joined a child care cooperative of about 25 families in our neighborhood. Many of the families also had a stay-at-home mother. We never
paid for a baby sitter that I can remember, and our kids enjoyed visiting
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their young friends while we were gone. Our children benefited greatly
by my then-wife’s being able to stay home to care for them. Unfortunately for the current generation of children, few parents are able to
afford to put child care ahead of a paying occupation.
For families with both parents working full-time, and for singleparent families, the challenge of child care is much more difficult than
with families having one middle-class income and two parents. This
can strain the budgets of young families and reduce funds for enriching children’s educational and recreational activities. In an increasing
number of families, the needs of children can take money from necessities like food, housing, and medical care.
Care of children is seriously undervalued in the U.S. The average
wage for child care workers is $8.78 an hour.9 A preschool teacher with
a postgraduate degree and years of experience may earn only about
$30,000 a year.
Paying parents has been suggested as a way to help low-income
families meet living expenses and to recognize the importance, social
worth, and value of child rearing.10 It is also a way to stimulate the
economy. Parents will have money for products and services, and they
will tend to spend available money immediately.

A Grand Bargain for Kids: ACCs to Finance Child Care
As part of ACC-based health care and social services reforms,
ACCs will administer funding for parents to care for their children.
This will be a popular benefit with ACC members, and will improve
health and social outcomes of children and their parents.
There are approximately 60 million children under 14 years old in
the U.S.11 I propose beginning with funding for 10 million full-time
equivalent parenting jobs, costing about $330 billion in 2016.d Funding will come in part from risk-adjusted allocation of social services
d $33,000 per minimum wage job (including employer and employee Social
Security taxes) x 10 million parenting jobs = $330 billion in 2016.
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funds from the government to the ACCs, and part from health care
cost savings.
ACCs of families with children could figure out the most efficient
way of allocating the child care funds. Priority will probably be given
to parents of children under 5 years old. Some families might form
cooperatives like my family did and provide child care for each other.
This would spread the child care income to more families.
With the funding for child care, ACCs will also have leverage to
incentivize parents to provide healthful and high quality educational
and recreational experiences for their children. ACCs could contract
children’s health experts to guide and monitor parents toward more
healthful diets and exercise activities for children.
ACCs will compete, in part, on their innovativeness and fairness
in allocating the funds for child care and the outcomes of the children
and parents.

20 Million New Jobs in Energy, Agriculture, and Beyond
Shifting from income taxes to consumption taxes, particularly the
taxes on freshwater (Chapter 21) and non-renewable energy (Chapter
22), will require the creation of millions of new jobs. More workers
will be needed in the sectors of energy, agriculture (Chapter 13), infrastructure construction (Chapter 15), national security (Chapter 17),
and business. The income generated and spent from these new jobs
will foster additional secondary jobs in a virtuous cycle throughout the
economy.
The National Technical Assistance and Research Leadership Center
at the John J. Heldrich Center for Workforce Development at Rutgers
University, together with the U.S. Department of Labor, estimated that
nearly 4 million new jobs could be created in energy efficiency and
alternative energy production in the U.S.12 With the consumption tax
on non-renewable energy (Chapter 22), renewable energy (solar, wind,
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biomass, etc.) will become cost competitive with fossil fuels and nuclear
energy, spawning a new gold rush of business activity and employment.
With food production having to become much less energy-and
water-intensive, more people will be needed to produce what we eat.
Prompted by the taxes on freshwater and non-renewable energy, moving to a post-carbon sustainable future will require as many as 4 million
more U.S. agricultural workers (Chapter 13).13
As will be discussed in Chapter 21, tax reform will provide $50
billion in 2016 to be invested in long-deferred infrastructure projects.
This will employ at least 1 million construction workers (Chapter 15).
Over the next decade, the goal will be to spend $3.6 trillion on bringing
our infrastructure to 21st Century standards, in accordance with the
analysis of the American Society of Civil Engineering.14
ACC members enhancing national security will require an initial
investment of $50 billion to train and deploy development workers in
Third World countries. This will employ at least 500,000 professional
development workers from the U.S. in engineering, sanitation, public
health, agriculture, education, and other professions in 2016. By the
end of the next decade, foreign development aid should total at least
$500 billion per year and employ 5 million U.S. workers (Chapter 17).
With the elimination of corporate income taxes and employee
benefits other than Social Security, businesses will net over $800 billion more profit in 2016 to devote in part to hiring new employees
(Chapter 21). Businesses already have about $2 trillion in reserves that
could be invested in jobs that will increase profits. Considering that
60% of the retail costs of goods and services go to the wages of company
employees, businesses will be positioned to launch a net hiring of about
20 million new workers, earning from the minimum wage to millions
of dollars per year, averaging the mean U.S. wage of $47,000.15e The
projected 2 million high earners in that group (10% of 20 million) will
contribute substantially to income tax collections. The personal income
e ($800 billion additional net profits in 2016 + $700 billion (half of repatriated
corporate offshore tax sheltered assets (Chapter 21)) x 0.6 (60% of company income
going to wages) / $47,000 per added worker (projected from Social Security’s National
Average Wage Index15) = 19.2 million new jobs
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tax and Social Security payroll tax dividends of the new jobs created,
and the added taxes from repatriating offshore tax sheltered funds, will
be detailed in Chapter 21.

Disruptive Process of Moving to Full Employment
Using ACCs to facilitate full employment will involve shifting
about one-third of the economy to ACCs (i.e., about $6 trillion in 2016,
Chapter 21). This will potentially disrupt most businesses and workers
in the country. At least 40 million existing jobs will be subject to moving from the government or corporate sectors to ACCs or being made
redundant. Millions more workers will move to more satisfying new
jobs paying more money. Some workers with the highest incomes may
see drops in earnings due to less crony capitalism/corporate welfare
and more competition in the marketplace. In the end, there will be a
net increase of at least 40 million well-paying jobs.
Of about 21 million people projected to be employed in the $3.5
trillion health care industry in 2016,16 perhaps 7 million will work in
the approximately $1 trillion administrative and clerical areas of medicine. With Grand Bargains’ market-based health care reform, many of
these administrators will become redundant. However, they could be
retrained by their ACCs to take other positions in health care and other
fields.
These people should receive fair treatment and opportunities to
train for other positions. Likewise, Grand Bargain-related downsizing
of jobs in some economic sectors (e.g., finance, law, prisons, non-renewable energy, etc.) and increasing jobs in others (e.g., alternative energy,
agriculture, infrastructure, national defense/foreign development assistance, child care, elder care, etc.) will cause disruptions. Many public
sector workers (e.g., government agency administrators in health care
and social services) will move to ACCs to do more satisfying work in
similar fields that is more efficient and beneficial to clients.
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Any health care and economic-reform proposal will face opposition. First, it must be clear to most people that the status quo is fast
becoming not an option. People must understand that Grand Bargainbased reform will greatly help individual people, poor and rich, as well
as the country. The transition won’t be easy. To succeed, we will need
diverse ACC leaders with innovative ideas that attract supporters and
ACC members. People with markedly different ideas about the best
way forward about health and human services will have “laboratories”
of ACCs to try out their ideas.
One common sense way of creating jobs is for workers to work
fewer hours per week. This will improve worker quality of life as well as
increasing employment.17, 18

Reducing Annual Hours Worked per Worker
Government mandated shorter work weeks (i.e., 32–37 hours) have
been successfully used in Europe to combat unemployment. Relative to
Europeans, Americans are workaholics. In 2002, the average American
worker spent 1815 hours on the job compared with less than 1500
hours in France and Germany.19 If the average work week for the 146
million U.S. workers dropped from 1815 hours to 1650 hours with
almost the same kind of work and quantity of work done (i.e., about
halfway between the hours/working in Europe versus the U.S.), over 14
million jobs would be created.f
One obstacle to transitioning to a shorter work week is the high
cost of health insurance to employers. It costs more than the minimum
wage for a full-time worker to pay the average family’s private health
insurance premium.20g But with ACC-based health care, this will no
longer be an obstacle.
f 1815 hours/year/worker x 146 million workers/1650 hours/year/worker = 160.6
million workers: 160.6 million – 146 million = 14.6 million additional workers
g $19,584 projected for the average annual family premium in 201620, 21/1815 hours
per year = $10.16 per hour for health insurance. People earning the federal minimum
wage ($7.25) can never afford private health insurance.
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Some studies show that a four-day work week increases consumption and dynamizes the economy. It improves education of workers due
to usage of the extra time to take classes and courses. Also, workers’
health improves from less work-related stress and usage of the extra
time for exercise. A shorter work week saves fuel used in transportation, reduces carbon-related emissions, uses less office lighting, and
helps the environment. Studies have found that overall, productivity
on per-hour basis increases with a shorter work week.22
Job sharing is another effective way for spreading the wealth while
improving lifestyles of workers. Germany and the Netherlands have
aggressively used job sharing in the Great Recession to avoid layoffs. In
California, furloughs of government workers, although traumatic for
many affected, have saved jobs while lowering the huge state government budget deficit.23
Moving the minimum wage to $15 per hour will make it possible
for a minimum-wage worker to still live on $28,000 per year with a 36
hour work week.h ACCs, employers, and workers will be able to experiment with shorter work weeks.

Part-time Community Service Work for High School and
College Students and Retired People
Families with high school age students have been under increased
financial stress especially since the Great Recession.i Many high school
students drop out of school to take low-wage jobs, out of real or perceived necessity. Poor, idle teenagers are more likely to get into drugs
and gangs and have unintended pregnancies.
With Grand Bargain-based reform, ACCs will have an additional
$50 billion from the new consumption taxes in 2016 to provide for
h 36 hours/week x 52 weeks/year x $15 /hour = $28,080 /year
i In 2013, about 40% of high school aged children (about 6 million students) were
eligible for food assistance at school, indicating that their families earned less than
185% above the poverty line ($38,200 for a family of four).24, 25
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students wanting a college education without going into debt (Chapter
16). Partly with those funds, ACCs may:
•
•
•
•
•

present teens with part-time paying work to help them remain
in high school until graduation,
offer motivated teens money towards tuition for college
give young students alternatives to gangs and crime,
ease the financial stresses of many poor families, and
provide communities with an additional workforce for public
service projects.

Public service projects for high school and college students might
include:
•
•
•
•
•
•

tutoring school children and/or adults,
providing elder-care assistance,
coaching children in athletics,
planting trees,
working on environmental restoration projects, and
growing fruits and vegetables in urban community gardens.

Similarly, financial incentives at ACCs could allow retired seniors to
work part-time on community service projects or in other employment.

Financial Processing Services for Part-time Workers to be
Provided by ACCs
Just as is now the case, many people will have a number of parttime jobs. Currently, these are often in the informal economy, without
Social Security deductions or employee benefits. With Grand Bargains’
reform, ACC financial services departments will process the payroll for
people with part-time jobs. This way Social Security, health care premi- 212 -
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ums, and pension deductions may be easily and accurately processed
from all employers.
Whether part-time workers are ACC-employed or employed by
private businesses, ACC financial services companies will be available
to collect wages and withhold deductions. This will help members integrate their ACC health, social, and other human services into coherent
long-term financial plans. With this ACC financial service, people will
become cost conscious and frugal savers rather than over-consumers
(Chapter 24).

Health Care Jobs with Grand Bargains-Based Reform
The physician workforce will increase by at least 30% with Grand
Bargains reform (Chapter 19). Direct practice PCPs will have much
more time to spend with each patient compared with now (Chapter
3). Consequently, PCPs will need to send fewer referrals to specialists.
Specialists will probably perform fewer high-tech procedures. Fees
of specialists will drop along with the hours of administrative work
required (Chapter 20). The distribution of the physician workforce to
the inner city and rural areas will be much improved because funding
for health care will not depend on the patients’ income.
ACC-based reforms will significantly alleviate our current nursing shortage. Reducing the administrative burden of nurses dealing
with insurance companies alone will free up many nurses to care for
patients. With ACCs having the resources to play roles in health care
provider training, more slots in schools of nursing will also be created
(Chapter 19). Public funding for PCP nurse practitioner training will
enable more nurses to become PCPs.
Health care providers will have increased cost-consciousness
about ordering expensive and possibly unnecessary “imaging studies.”
Consequently, some laboratory and imaging technicians (x-ray, MRI,
ultrasound, etc.) may need to retrain for other work.
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The medical insurance industry will undergo a major transformation involving retraining for most of its employees (Chapter 18). This
will not involve a significant gain or loss of workers. The new roles for
insurance company workers in ACC-affiliated financial services companies will leave these people more secure and with a much-improved
public image. However, insurance company executives will likely see
downsized salaries because of free-market pressures of competing to
work for ACCs. Investments in ACC-affiliated financial services companies will not be needed. These financial services companies will not
be traded on the stock markets.
ACC-affiliated financial services companies will not be underwriting and assuming risk but rather distributing funds as prescribed by
ACC physicians and managers. The ACC-affiliated financial services
companies will be doing processing of requests for payments for products and services. Bookkeepers and accountants will be needed to keep
track of funds being received from government block grants and from
patient premiums as well as money going out to health and human
services providers.
For example, say Ms. Brown works for a medical insurance company, determining which medical treatment claims to approve and
which to deny based on the terms of the policies. Ms. Brown might
move to a job with an ACC-affiliated financial services company handling the distribution of payments to health care vendors as directed by
ACC physicians and managers. Rather than deciding whether and how
much to pay health care providers, she would implement payment of
the amount designated by the ACC decision maker.
Say Mr. Smith works for a medical insurance company as an actuary,j
determining how to structure medical plans in terms of premiums, copayments, deductibles, etc. Mr. Smith might move to work as an actuary for ACCs. His job would then be to determine the estimated costs
of implementing different options for benefit packages of medical and
j An actuary analyzes the financial consequences of risk. Actuaries, working in
the medical field, use mathematics, statistics, and financial theory to study risks of
future events such as injuries, disease, and death. Actuaries may work for insurance
companies or other businesses that need to manage financial risk.26
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social services. The analyses of Mr. Smith would be considered by the
ACC members, staff, and other stakeholders in deciding the medical
guidelines and benefits packages.
Within the constraints of new incentives for cost-effectiveness
in health care, the pharmaceutical industry will be encouraged to
innovate in the new ACC-centered health care environment. The increased emphasis on health promotion and palliative care (Chapters
4) and better approaches to evidence-based medicine (Chapter 8) will
likely reduce the overall volume of medication consumed. However,
randomized trial evidence of efficacy certified by the Food and Drug
Administration (FDA) will be easier to accomplish since ACCs can
be randomized to receive or not receive experimental drugs to offer
patients (Chapter 6). Determinations of efficacy of experimental drugs
will be faster than now because of more trial data and the collection of
data on all health interventions and health outcomes (Chapter 8). Jobs
in the pharmaceutical sector will depend ultimately on the value of
their products to patients. With ACC-diet and exercise coaching and
more health promotion options leading to better health and more personal responsibility, fewer drugs will be taken by the average person.
Millions of new health-related jobs will be created in the areas of
health promotion (Chapters 4), palliative care/hospice (Chapter 5),
alternative therapies (Chapter 6), and medical social services (Chapters
10). Because of the current shortages, training slots for physicians, nurse
practitioners, and physician assistants will rapidly increase in number
as will be discussed in Chapter 19. Especially considering the paid employment of 10 million caregivers for seniors and the disabled at home
(Chapters 6 and 25), the health care workforce will grow substantially.

Grand Bargains’ Reform Synergisms Will Reduce Poverty
More than half of personal bankruptcies in the U.S. are related to
health care costs.27 With universal ACC-based health insurance and
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much lower out-of-pocket health care expenses, health problems will
no longer lead to bankruptcies.
People with adverse health outcomes due to any cause may lose the
ability to work. Whether their injuries stem from medical malpractice
or just bad luck, these people risk becoming financially destitute. The
enterprise liability portion of Grand Bargains’ legal system reform will
support disabled people (Chapter 11). ACCs will have incentives to
use their creativity and ingenuity to most effectively provide funds and
services to those affected by disabling medical problems (temporary or
permanent).
With the multiple integrated health, social, legal, and financial
services provided by the ACCs to seniors and disabled people (Chapters 23-25), they will be much less likely to fall into poverty. If desired,
seniors and disabled people will be provided part-time or full-time jobs
by their ACCs. Consequently, retirements will be much more financially secure with ACC reforms.
Over 40% of children now meet family income requirements for
government subsidized meals at school.25 With ACCs able to pay parents for caring for their children, we will no longer have so many children in poverty who depend on school meals. ACCs will have financial
incentives to assure that families can pay for healthy nutritious meals
for their children at their schools and at home.

Permanent Homes for the Homeless
People with schizophrenia, post-traumatic stress (e.g., war veterans), and those affected with other severe psychiatric disorders are at
increased risk of becoming homeless and ending up on suicide-watch
hospital wards. Increasingly, social problems are at the root of homelessness—substance abuse, prolonged unemployment or sudden loss
of a job, lack of affordable housing, domestic violence, frustration over
sexual expectations, etc.28
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Homelessness in the U.S. is a huge problem.k
A United Way study in Los Angeles followed four chronically
homeless people for four years as they lived on the streets, and were
monitored after social service agencies provided them with permanent
housing. According to the study, emergency room visits went from 19
among all four homeless people to one, and drug/alcohol rehabilitation
stints went from six to none. Incarcerations were eliminated.32 l Based
on this study, the authors calculated that providing permanent housing
to a homeless person could save taxpayers $20,000 a year.
ACCs will find it not only the humanitarian thing to do, but it will
be to the financial advantage of all their members to provide housing to
those in need. Once homeless people are given shelter, ACCs will offer
opportunities for job training, jobs, and educational enhancement, as
well as counseling and rehabilitation related to substance abuse and
mental illness.

Summary and Conclusion
Since the beginning of the Great Recession in December 2007,
levels of unemployment worsened and then, if you believe Department
of Labor statistics, substantially improved. However, income inequality
and underemployment dramatically increased. Trillions of dollars in
savings and investments have been lost from pensions and the portfolios of individuals. Millions more people are in poverty—many of
whom are food-insecure.
Massive deficit spending to stimulate the economy and other government attempts to boost employment have been woefully ineffective.
The federal government’s own projections of future U.S. employment
k Homelessness affects 840,000 people on any given night,29 2.5 to 3.5 million
people each year and 7 million people at some time over a five year period,30 and 12
million people at some point in their lives.31
l Based on the 840,000 homeless people in the U.S. on a given night, taxpayers
will save at least $17 billion per year by ACCs providing permanent homes to the
homeless: 840,000 homeless people each night x $20,000 per year = $16.8 billion.
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are dismal. All the while, corporate news coverage tends to celebrate
any small employment gains, not taking into account larger structural
unemployment.
Despite over $2 trillion in cash reserves, large corporations have
not substantially increased hiring. The all-time highs in the stock market are not trickling down to workers. Small businesses struggle with
government regulations, high business taxes, the employer mandate for
employee health care, and uncertain demands for their products and
services.
Neither government programs nor trickledown economics in the
private sector has worked to generate sufficient jobs. A fundamentally
different approach to job creation is needed.
Prime functions of ACCs will be to assure the productive employment of enrolled members, thereby preventing the health and social
consequences of poverty. Flexibility and innovation in accomplishing
these goals by the ACCs will be a great asset in adapting to current and
future economic and environmental developments.
ACCs will pay for parents to care for their children. For frail elderly
or disabled people, ACCs will employ 10 million family or friends as
caretakers. The $3.6 trillion investment in infrastructure projects over
the next decade (Chapter 15) will provide additional resources for construction businesses to hire millions of well paid workers. Employment
in agriculture, energy, health care, and national defense/foreign aid will
grow substantially. These jobs will transform lives, improve health and
education outcomes, and stimulate the economy. With member input,
ACC managers will be tasked with efficiently utilizing their financial
and human resources to optimize employment while assisting members in obtaining the products and services that they consider essential.
Pluralism will prevail in ACC approaches to creating good, sustainable jobs. No two ACCs will do it the same way. Many tradeoffs,
compromises, and employment strategy reassessments will occur.
The reduction in the use of products and services subject to the new
consumption taxes will displace workers. However, new jobs will be
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needed to provide additional products and services that contribute to
health, environmental sustainability, and national security.
Disagreements between employers, employees, and consumers
will occur. Some people may change ACCs over employment related
disagreements. Grand Bargains-based reforms with the central role of
ACCs will be a continual work in process.
To help businesses thrive and thereby hire workers, ACCs and their
members will assume the cost of most employee benefits. ACCs will be
responsible for health insurance, workers’ compensation, unemployment insurance, retirement planning (i.e., Social Security and public
sector pensions, Chapters 18, 19, and 23), and other human services.
Employees will find it easier to move to more fulfilling jobs, since
their benefits will be with their ACCs rather than with employers. For
workers with multiple employers or part-time workers, ACC financial
services companies will provide payroll processing services to assure
the proper deductions for Social Security, health care premiums, and
pensions. This will facilitate financial literacy education and coaching
people to develop viable overall financial plans (Chapter 24).
The $15/hour minimum wage together with at least 40 million new
jobs will assure economic sustainably and eliminate deficit spending.
The $15/hour minimum wage will also provide an opening gambit in
the strategy to break the impasse on immigration reform (Chapter 14).
ACC members dissatisfied with jobs provided by their ACCs could
switch to other ACCs. ACCs that do not maximize the employment potential of enrollees will lose market share and risk going out of business.
ACCs will employ people to perform all necessary medical, social
and other services for their enrollees. When there are demands for new
products or services, ACCs will partner with employers and entrepreneurs to facilitate the creation of necessary jobs. ACC investments in
businesses that employ their enrollees could go to potential employers in private businesses or nonprofit organizations. Innovation and
experimentation will be encouraged.
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Food and Agriculture Policy Reform

R

egarding our government’s dysfunctional food policies in relationship to the health care reform debate, University of California
Berkeley Journalism Professor Michael Pollan says it best: 1
Even the most efficient health care system that the
administration could hope to devise would still confront
a rising tide of chronic disease linked to diet. That’s why
our success in bringing health care costs under control
ultimately depends on whether Washington can summon the political will to take on and reform a second,
even more powerful industry: the food industry.
Food system problems are highly linked to health care system
failures, increasing welfare spending, high unemployment, wealth
inequality, and unsustainable consumption of energy and freshwater.
Our corporate-agriculture, factory-farm system of food production
utilizes cheap fossil fuels and unrestricted water to replace the jobs of
millions of farm workers. This has been dressed up as progress.
Without food system reform, there will be no:
1. health care system reform,
2. reductions in chronic disease rates,
3. full employment,
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4. energy independence, or
5. lasting improvement in the economy.
Optimizing the health of people depends on what foods we produce
and eat, how we process those foods, and what agricultural methods
we employ. We need interconnected, mutually-reinforcing reforms to
improve the American diet.

The U.S. Government’s “Healthy Diet”: Bad Medicine
U.S. government nutrition experts from the National Institutes of
Health (NIH) officially recommend the “Therapeutic Lifestyle Change
Diet” (Table 1 below) for people at risk for developing coronary artery
disease (i.e., everyone).2 They claim that it reduces chances of chronic
vascular disease and early death.
Table 1. The National Heart, Lung, and Blood Institute’s
Therapeutic Lifestyle Change Diet2
Component

Recommendation

Calories (energy)

Adjust total caloric intake to maintain desirable
body weight

Polyunsaturated fat

Up to 10% of calories

Monounsaturated fat

Up to 20% of calories

Saturated fat

Up to 7% of calories

Total Fat

25%–35% of calories

Cholesterol

Up to 200 mg per day

Carbohydrates

50%–60% of calories

Dietary fiber

20–30 grams per day

Protein

Approximately 15% of calories

Physical Activity

Include enough moderate exercise to expend at least
200 kcal per day
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What is the evidence concerning the effectiveness of this Therapeutic Lifestyle Change Diet?
None.
The American Heart Association (AHA) diets conform to the
Therapeutic Lifestyle Change Diet recommendations (i.e., 30% of
calories as fat). The AHA step 1 diet calls for saturated fatty acids <
10% of calories and the AHA step 2 diet requires saturated fatty acids
< 7% of calories. A pooling of all published reports of trials comparing
regular American diets with AHA diets showed very small cholesterollowering patient-benefit with the AHA diets.a With data from the same
studies pooled, these very small reductions in serum cholesterol were
completely worthless in reducing morbidity or mortality of subjects on
AHA diets versus those on regular diets.4
As part of the “Women’s Health Initiative,”5 a diet trial compared
a more ambitious 20% fat, omnivorousb diet with a regular American
diet. At the beginning of the trial, 74% of the women (ages 50–69) were
overweight or obese and that changed negligibly after eight years in
both groups.6 Related to this finding, a review article in the journal
Current Opinion in Cardiology about the Women’s Health Study concluded: “Although the dietary modification trials did not show any
significant reduction in the incidence of coronary heart disease, it is
currently recommended to continue using a heart-healthy diet.”7
Related to this conclusion is an adage attributed to Benjamin
Franklin: “The definition of insanity is doing the same thing over and
over and expecting different results.”
In the prevention of degenerative chronic diseases of diet and lifestyle, the government has been more often the problem rather than
the solution. As detailed in the documentary film, Fed Up, Big Food
has repeatedly pushed the government to give out compromised health
information.8 The documentary makes the case that the U.S. Department of Agriculture (USDA) has a stronger allegiance to farmers than
a 27 studies involving 30,902 person-years of observation showed that the AHA
Step 1 diet lowers total cholesterol by only 3% on average and the AHA Step 2 diet
lowers it by 6%.3
b Omnivorous diet: a diet that includes plants, meat, dairy, and eggs.

- 222 -

food and agriculture policy reform
to the health of the public. USDA employees, probably with the best
of intensions for improving public health, have been co-opted by food
politics, government bureaucracy, and agribusiness money.
From a public health standpoint, the government-endorsed Therapeutic Lifestyle Change Diet and the diets that conform to its guidelines
like AHA diets are worse than ineffective. They cause harm, because
they keep many people from receiving potentially worthwhile dietary
advice.
Even if government nutrition experts knew exactly what diet would
be optimal to prevent diet-related chronic diseases, politics and food
industry money would surely prevent them from leading Americans
to adopt healthful diets. Too many powerful food related corporations
would suffer financially.
For example, in the late 1970s, politics trumped food and nutrition
experts assembled by the U.S. Senate Select Committee on Nutrition
and Human Needs. After much deliberation, the Committee, led by
Senator George McGovern, recommended that Americans adopt
nutrient-rich diets that:9
•
•

Increase consumption of complex carbohydrates and “naturally
occurring sugars;” and
Reduce consumption of refined and processed sugars, total fat,
saturated fat, cholesterol, and sodium.

In order to achieve the above dietary recommendations for nutrient intakes, the Committee recommended that Americans:
•
•

Increase consumption of fruits, vegetables, and whole grains;
Decrease consumption of:
o refined and processed sugars and foods high in such sugars;
o foods high in total fat and animal fat, and partially replace
saturated fats with polyunsaturated fats;
o eggs, butterfat, and other high-cholesterol foods;
o salt and foods high in salt; and
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•

Choose low-fat and non-fat dairy products instead of high-fat
dairy products (except for young children).

Due to lobbying by agribusiness and the corporate food industry,
these guidelines were never enacted by the government and politicians
that endorsed them were discredited by a corporate food industry
campaign.

Government Food Assistance for the Poor: Subsidizing
Obesity and Chronic Diseases
In 2015 (and probably in 2016), the federal government is projected to distribute about $107 billion worth of food assistance for the
poor (Food Stamps now called the Supplemental Nutrition Assistance
Program, the School Lunch Program, the Women, Infant and Children Program, and others).10 Food stamp recipients, with only about
$3–$4 per day with which to eat, can only afford cheap, government
subsidized junk foods. Instead, this money for those needing assistance
should be used for healthful nutrition. However, food stamps will not
pay for much of what the federal government or many independent
food scientists recommend that Americans should be eating.
While the USDA funds a small program recommending that
Americans eat five or more servings per day of fresh fruits and vegetables,11 the government does not subsidize farms growing the fresh
fruits, vegetables, beans (other than soy), nuts, and seeds needed for
a healthful diet. Instead, it subsidizes sodas, processed flours, meats,
dairy products, and extracted oils (canola, corn, soy, etc., for deep
frying).
In 2004, Consumer Reports reported that the advertising budgets
for the food, beverage, candy, and restaurant industry exceeded the
communications budget for the USDA’s “5 A Day” campaign (i.e., recommending eating at least five servings of fresh fruits and vegetables
per day) by over 1000 to 1 ($11.3 billion versus $9.6 million).12 Con- 224 -
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sequently, frugality with food purchases leads consumers to government subsidized, low-nutrient, high-calorie food choices rather than
a healthful variety of fresh unprocessed plant-based foods. Pervasive
media messages by food corporations reinforce those unhealthful but
cheap choices.

Diet-related Diseases Linked to Government Food
Commodities Subsidies to Farmers
The most common diet-related chronic diseases are type 2 diabetes, heart disease, stroke, obesity, and certain cancers (breast, prostate,
ovary, colon, rectum, and pancreas). Nationally, we spend about threefourths of the personal health care budget treating these and other
preventable chronic diseases that are related to diet (about $2.5 trillion
projected for 2016).13
For instance, over a lifetime, an average case of type 2 diabetes will
cost more than $400,000 in medical products and services.1 Every third
person born since 2000 is projected to eventually come down with type
2 diabetes. Poor people receiving government food assistance bear the
greatest risk. Sugar, salt, and saturated fat laden government food aid
promotes type 2 diabetes. So Food Stamps appear to be as much an
assault as a gift.
In the farm bill of 2013, the federal government allocated up to $30
billion per year for farm subsidies.10 Topping the subsidy list were corn,
wheat, and soy. When highly processed by big food corporations, these
foods promote the common diet-related diseases. Corn is processed
into high fructose corn syrup to sweeten sodas, pastries, candies, and
other low nutrient, high calorie foods. Most corn harvested goes to feed
animals like cows and pigs. The meats of these animals contain lots of
artery-clogging saturated fat and cholesterol. While whole wheat and
sprouted wheat baked foods have lots of fiber and vitamins, consumers
buy mostly the cheaper refined white flour products with high calories
and low fiber. Soy beans are processed into, among other things, hy- 225 -
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drogenated oil used for deep frying potatoes and onions to make them
into junk foods.
Fast food restaurants can offer cheap food (e.g., cheeseburgers, fries,
and sodas) largely because of massive government subsidies to agribusiness for the ingredients. The minimum-wage laborers employed in
these restaurants are also government subsidized by welfare programs
that disproportionately support low-wage fast food employees.14
I’m giving my biased side of the great food debate. There are other
views.

No Consensus on what Constitutes a Healthful Diet
The consensus among independent nutrition experts of all persuasions is that the USDA and HHS dietary guidelines for Americans are
wrong. However, which specific errors exist in the guidelines remains
highly debatable. For instance, Steven Malanga, a senior fellow at
the libertarian-conservative Manhattan Institute, contends that the
guidelines should never have recommended a reduction in the amount
of meat and dairy products. He argues that medical breakthroughs—
statin drugs, blood pressure pills, and bypass surgery—account for the
decrease in heart disease in the last 40 years, not less meat and dairy
food consumption. He attributes the guidelines’ recommendation to
replace fats with carbohydrates with causing our current epidemics of
obesity and type 2 diabetes.15
I agree with his conclusion about refined carbohydrates (e.g., sugar
and white wheat flour) causing obesity and type 2 diabetes. However,
I disagree with his endorsement of meat and dairy products as heart
healthy foods.
On the other hand, Vegetarian Resource Group nutrition experts,
while praising the new guidelines’ shift toward a more plant-based diet,
complain that:
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1. the emphasis on combining plant proteins should be eliminated
since this is not a practical problem;
2. the guidelines err in implying that vegan diets increase the risk
of fractures due to reduced calcium uptake; and
3. the guidelines do not recommend expanded vegetarian and
vegan choices in the USDA “School Meals Program.”16
These are but two examples of a wide spectrum of views about the
optimal diet.
In order to reverse the massive epidemics of diet-related chronic
diseases, we need a consensus on a way forward to improve the diets
of Americans. We cannot depend on the USDA and HHS for guidance
since they contributed to the diet-related epidemics. However, we don’t
all necessarily need to agree on what are the most healthful diets. So the
necessary consensus about a way forward on preventing diet-related
chronic diseases doesn’t mean we all agree on the optimal diet.

How to Find the Most Healthful Diets Despite Strongly-Held,
Diverse, Dietary Opinions
Pluralism in our opinions about optimal diets and dietary patterns
can be used to help us to scientifically discover what really are the most
healthful diets. However, we need to agree to employ evidence-based
mechanisms to monitor and analyze the effects of various diets on the
nutrition-related health outcomes of us all.
With Grand Bargains’ reform, ACCs will promote different diets.
Through our choices of ACCs, families should plan to adopt the most
healthful diets according to their own interpretations dietary information. In essence, we will be setting up a huge ongoing observational
study of our own diets and related health consequences (e.g., rates of
obesity, diabetes, cancer, heart disease, etc).
Currently, USDA crop subsidies and food assistance to the poor
foster the adoption of diets that are high in processed foods, heavy
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in saturated fat, salt, and sugar. The government’s role should be to
enact policies that level the financial playing field between differing
dietary choices (i.e., plants, meat, dairy, refined sugar, processed or
unprocessed food, etc).

Shift Governmental Agricultural and Food Subsidies
Distribution Role to ACCs
The Grand Bargains’ game-changer that can level the financial playing field is shifting the responsibility for administering the government
subsidies to farmers and to poor people. Instead of the USDA issuing
the subsidies, individual ACCs should do it. This way, each ACC can
use its share of the food subsidies to encourage members to adopt the
diets that they consider the most healthful (Chapter 19, Table 1).
ACCs controlling all food subsidies will greatly reduce economic
disincentives to more healthful diets for U.S. residents. However, what
exactly is the optimal diet will remain controversial. Given widespread
disagreement about what constitutes a healthful diet, decision makers
of individual ACCs should determine the diets to promote with educational campaigns, economic incentives, availability of urban farming
cooperatives, farmers markets, etc.
With ACCs’ assuming the responsibility and accountability for
helping people avoid diet-related chronic diseases, many healthy
diet promoting strategies will be tried. Compliance with the various
recommended diets and the resulting health outcomes will be monitored. People will choose ACCs partly based on the diets and healthpromotion strategies recommended along with the diet-related health
outcomes of members.
ACCs will receive up to $30 billion per year now directed for farm
commodity subsidies.17 ACCs will also collect the USDA food assistance funds ($107 billion projected for 2015 for Food Stamps, school
lunches, etc).10 Possible ways that this money, together with health care
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insurance funds from ACC members, may empower ACCs to help
members to improve their diets include:
1. boosting the availability of fresh produce from farmers’ markets,
2. organizing food buyers’ clubs to buy staples and other foods in
bulk to save money,
3. contracting with local farms to provide food for their clients
(i.e., Community Supported Agriculture);
4. assisting some of their unemployed enrollees to find jobs in
food production and distribution;
5. facilitating the hiring of enrollees to grow fruits and vegetables
in vacant lots in cities; and
6. creating innovative strategies to provide food security and
healthful, affordable diets for all, while fostering fair wages for
food production and service workers.
To help people eat high quality food for better health, ACCs will
need all possible tools to improve the diets of their patients. Educating
their patients about selecting good foods and monitoring what patients
eat will be the places to start.
Scientists and lay people will compare healthy food assistance
strategies and overall health outcomes of the competing ACCs. Aided
by the published results of diet-composition analyses related to health
outcomes of patients in ACCs, the best food assistance strategies of
the ACCs will be copied by others. Better diets will also reduce ACC
sickness costs.

Widespread Opposition to USDA Farm Subsidy Programs
Numerous health-related groups have criticized (1) the diseasepromoting USDA commodity subsidies for junk foods, and (2) Department of Health and Human Services (HHS) welfare payments for
the impoverished workers that serve them.18, 19 In addition, agriculture
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subsidies have been criticized by the United Nations and the World
Trade Organization because USDA financial assistance prevents fair
competition for sustainable food systems in developing nations. In essence, the government is facilitating U.S. farmers to export our highly
processed, freshwater- and fossil-fuel-intensive foods, rather than to
help farmers in developing countries to grow healthful, unprocessed
local foods for their people. Organizations opposing the U.S. farm
subsidy policies are wide ranging and include the libertarian Cato
Institute’s Center for Trade Policy Studies,10 the European Commission,20 Union of Concerned Scientists, the Center for Rural Affairs, and
Oxfam America.21
Exporting over $100 billion of U.S. grown food per year22 greatly
enriches a few corporate farmers but harms many other stakeholders.
The competitive advantage of U.S. farmers in exporting food to foreign
countries lies largely from direct government farm subsidies (i.e., crony
capitalism) and in our relatively cheap water, fossil fuel, and labor. Developing countries would benefit much more from our aid in helping
their farmers produce their own food and from the U.S.’s stopping the
subsidies to competitors of their native farmers.

Subsidies for Energy, Water, and Agribusiness
Each year, governments of countries around the world spend over
$1 trillion in subsidizing agriculture, energy, water, fisheries and transport. These unsustainable subsidies harm the environment, damage
human health, are socially regressive, and distort trade interactions.23
The U.S. government provides an estimated 25% of those damaging
subsidies—about $250 billion.
Grand Bargains’ tax reform should counteract these subsidies that
harm the public health, the economy, and the environment (Chapter
21 and 22).
The highly interrelated crises in health, agriculture, energy, and the
economy all have many causes. However, subsidies leading to misal- 230 -
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location of government and private funds underlie them all. Improving
health care, health, the economy, and the environment all depend on
subsidy reform and removing perverse incentives that undermine a
“green” economy.

Non-Renewable Energy Subsidies

In the U.S., the biggest government subsidies are for energy. Fossil
fuel and nuclear energy subsidies stimulate demand, have hidden costs
in all products, and prevent the development of alternative technologies that may reduce pollution, including greenhouse gas emissions
(Chapter 22).
In a 2007 interview with Time magazine reporter Joe Klein, Presidential nomination contender Barack Obama said:24
I was just reading an article in the New York Times
by Michael Pollan about food and the fact that our
entire agricultural system is built on cheap oil. As a
consequence, our agriculture sector actually is contributing more greenhouse gases than our transportation
sector. And in the mean time, it’s creating monocultures
that are vulnerable to national security threats, are now
vulnerable to sky-high food prices or crashes in food
prices, huge swings in commodity prices, and are partly
responsible for the explosion in our health care costs
because they’re contributing to type 2 diabetes, stroke
and heart disease, obesity, all the things that are driving
our huge explosion in health care costs.
It appears that President Obama understands the health consequences of agriculture being dependent on cheap oil. Yet federal government taxation, spending policies, and subsidies continue to favor
agriculture’s unsustainable reliance on fossil fuel. Obama needs to
translate his understanding into new agriculture and food policies.
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The fossil fuel inputs to agriculture (heating, chemicals, etc.) and
food processing (packaging, heavy machinery, processing chemicals,
etc.) are such that 10 calories of energy are used to produce 1 calorie of
food on average.25 However, variation in the carbon footprint of food
is wide with animal products having a much heavier carbon footprint
than plant-based products. c
The grand bargain of a consumption tax on nonrenewable energy
will change this (Chapter 22). The tax will also reduce the vulnerability
of relying on long-distance transport for food. The average serving of
food in the U.S. has traveled 1500-2500 miles from farm to plate.25 This
requires petroleum, mainly diesel fuels for trucking.

Water Subsidies

According to the U.S. Geologic Survey, the percentage of freshwater going to the domestic sector (households) is only about 2% of all
freshwater drawn from public reserves. Of the freshwater consumed,
about 70% goes for the production of food (agricultural irrigation,
aquaculture, livestock, etc.) at highly government-subsidized rates.26
Most of the rest goes to industries and businesses.
Unfortunately, we have been using freshwater in the U.S. at unsustainable rates.27 It is widely recognized that we need to reduce our
consumption of freshwater for all purposes.
Ocean fish stocks are low and continuing to decline. Yet governments subsidize the fishing industry directly and with little or no cost of
water. Rationales for fish subsidies include subsidies help fight poverty,
or that the subsidies enhance development, that other countries do it,
and that fish eating is required for a healthy diet.28 These reasons do not
c

Calories In / Calories Out for Various Common Foods
Food Type
Energy In/
Food Type
(Animal Product)
Energy Out
(Plant-Product)
Lamb
83.3
Tomatoes
Pork
27.0
Apples
Salmon (farmed)
17.5
Potatoes
Tuna
17.2
Peanuts
Beef (grain fed)
15.6
Dry Beans
Eggs
8.93
Rice
Chicken
5.52
Wheat
Milk
4.85
Corn
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Energy Out
1.67
0.91
0.83
0.71
0.56
0.48
0.45
0.40
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make sense. Along with two co-authors, I wrote an article published in
the American Journal of Cardiology that challenged the alleged cardiovascular benefits of eating fish.29
According to the American Farm Bureau,22
•
•
•

One in three U.S. farm acres is planted for export.
Thirty-one percent of U.S. gross farm income comes directly
from exports.
About 23 percent of raw U.S. farm products are exported each
year.

In 2010, U.S. farms produced food valued at $370 billion. Of that
food, about $255 billion was sold domestically and $115 billion worth
was exported to other countries.22 Since food production accounts for
70% of our freshwater consumption, this means that we are exporting
about 23% of our freshwater in the form or highly subsidized food to
other countries.d
For example, in 2012, during a severe drought in the western U.S.,
California farmers in the Central Valley and other regions exported
more than 50 billion gallons of water to China in the form of alfalfa to
feed Chinese cattle. Alfalfa is a particularly water thirsty crop. Due to
antiquated water right laws in California, the water cost little or nothing to the farmers who exported it.30
To determine how we can best conserve freshwater, we need to
understand the concept of the “freshwater footprint” on various food
products. The amount of freshwater drawn from public reserves required to produce a quantity of food can be expressed as gallons of
freshwater per pound of food produced (gal/lb) or gallons of freshwater
per kilocalorie (gal/kcal) of energy in the food. Plant-based food products have much lower freshwater footprints than animal foods. The
wide variation in water footprint estimates for beef depend on whether
d 0.70 (70% of freshwater consumption goes for exported food) x 0.33 (33% of
U.S. farm acres are planted for export) = 0.23 (23% of U.S. freshwater is exported in
the form of food).
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animals are raised in a dry or wet climate, whether they are fattened
in feedlots, whether the studies are cattle industry funded versus nonprofit organization funded, and other variables.31-34
Plant-based food products have much lower freshwater footprints
than animal foods.e With Grand Bargains reform, freshwater excise
taxes will significantly raise the cost of food, depending on the water
footprint of the food (Chapter 21).f
The proposed excise taxes will counteract these counterproductive,
economy distorting subsidies, encouraging us to reduce consumption
of commodities that harm health and/or the environment (Chapters
21 and 22). We can’t afford overconsumption of water and energy, and
neither can the fish, our bodies, or the climate.

Our Reliance on Unsustainable Industrial Agriculture
America’s industrial agriculture system consumes fossil fuel, water, and topsoil at unsustainable rates. The International Food Policy
Research Institute and World Resources Institute jointly published a
“Millennium Ecosystem Assessment.” It concluded that agriculture is
the “largest threat to biodiversity and ecosystem function of any single
human activity.”35 Up to 40% of global croplands are experiencing soil
erosion, reduced fertility, or overgrazing.36 We are threatening our
agricultural capital to an unprecedented degree.
e Water Footprint of Plant-based Foods and Animal Products32
Plant-based food Gallons / Gallons Animal product
Gallons / Gallons/
pound
/ kcal
pound
kcal
Sugar crops
24
0.18
Milk
122
0.48
Vegetables
39
0.35
Eggs
392
0.64
Roots/ tubers
46
0.12
Chicken meat
519
0.79
Fruits
115
0.55
Butter
666
0.19
Cereals
197
0.13
Pig meat
719
0.57
Oil crops
284
0.21
Sheep/goat meat 1052
1.12
2.69
Beef
1800
(44112,008)
f Excise taxes are taxes paid when purchases are made on a specific good, such
as water.
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The heavy use of petrochemical pesticides in industrial agriculture
is associated with elevated cancer risks for farm workers and possibly
consumers. Several pesticides are coming under greater scrutiny for
their links to endocrine disruption and reproductive dysfunction.37
Obesity, type 2 diabetes, and some cancers are among the health
consequences.
In a Solutions magazine article, legendary farmer, writer, and
philosopher Wes Jackson detailed a long list of the components of the
interconnected ecological and cultural crises caused by our unsustainable agricultural practices:38
•
•
•
•
•
•

soil erosion,
loss of wild biodiversity,
poisoned land and water,
salinization (poisoning with salt),
expanding dead zones, and
the demise of rural communities.

Mr. Jackson concluded that the same thing that drives climate
change helps drive the agricultural crisis—cheap fossil fuel. Compounding the problem, big agriculture depends on lucrative exports
of our fossil fuel and water intensive crops. Food exports from the U.S.
hurt farmers in poor countries while consuming petroleum and water
and degrading our agricultural land.
Meat production contributes disproportionately to ecological damage, in part because feeding grain to livestock to produce meat—instead
of feeding it directly to humans—requires huge amounts of water and
energy. This makes animal agriculture more resource intensive than
other forms of food production.
More efficient practices of livestock production will have a favorable environmental impact. According to the Food and Agriculture
Organization (FAO), “Environmental problems created by industrial
production systems derive not from their large scale, nor their production intensity, but rather from their geographical location and concen- 235 -
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tration.”39 The FAO recommends reintegration of crop and livestock
activities. In other words, sustainability requires getting rid of feed lots,
greatly decreasing growing crops for animal feed, and raising livestock
near to crops.
The proliferation of factory-style animal agriculture creates environmental and public health concerns. These include pollution from
the high concentration of animal wastes and drug-resistant infections
in humans due to the extensive use of antibiotics for animals subject to
close confinement conditions.

Antibiotic Use on Factory Farms
On factory farms, antibiotics used in healthy animals to prevent
infections and to promote growth modestly reduce the cost of the meat
to the consumer. However, the short-term advantages of antibiotics are
offset by the emergence of drug-resistant bacteria such as salmonella
and E. coli. Antibiotic-resistant strains of microbes evolving on factory farms may be passed along in meat sold to consumers. Among
many medical groups that have called for a ban on giving antibiotics
to healthy animals to prevent infections and promote growth are the
American Medical Association and the Infectious Diseases Society of
America.
Studies show that drug-resistant E. coli strains found on poultry
and beef in grocery stores have genetic markers that match those of
the same bacteria in sick patients. Microbes can infect people as they
handle uncooked meat products or, if cooking is not thorough, when
eating meat. The drug-resistant strains can also enter the environment
by contact with manure or the clothes of farm workers.40
Because of concerns about promoting antibiotic resistance, the European Union barred most non-treatment uses of antibiotics in 2006.
Farmers in Europe have adapted without major increases in costs. The
U.S. Food and Drug Administration is considering following suit40 and
should do so.
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Wasted Food
While government-subsidized food sales at home and abroad
continue, our market incentives do almost nothing to discourage food
waste. From 40%-50% of all food produced in the United States goes
uneaten—left in fields, spoiled in transport, thrown out at the grocery
store, scraped into the garbage, or forgotten until it spoils.41, 42 The cost
of wasted food in the U.S. exceeds the cost of food assistance to the
poor.g For the average household, wasted food translates into almost
$1400 value in food per year. Wasted food also hurts the environment
by accounting for about 19% of the waste dumped in landfills, where it
ends up rotting and producing methane, a greenhouse gas.40 Food waste
accounts for at least 25% of all the freshwater used in the country.42
Composting, both on the household and municipal levels, offsets
food waste and helps to grow more food (without petrochemicals).
With Grand Bargains-based health and economic reform, competing
ACCs will find it very important to address wasted food. Due to higher
food costs because of consumption taxes on non-renewable energy
(Chapter 22) and fresh water (Chapter 21) and higher wages for food
production and service workers (Chapter 12), food will nominally cost
much more than now (Details on food price rise with Grand Bargainsreforms follows in this chapter). Consequently, ACC staff and members
will find it mutually beneficial to work together to limit food waste.
By informing members about food waste, monitoring waste by
conservation coaches, and innovating in food distribution methods;
waste can be greatly reduced. The savings will benefit ACC enrollees,
the environment, and the country. Local gardening for raising food,
including on apartment balconies and growing sprouts in kitchens,
will help to not only save money but contribute to better health, food
security, and lessening petrochemical inputs to raise food. Additional
space for growing food will come from converting lawns to vegetable
gardens and fruit tree orchards.
g Cost of food wasted in the U.S. per year: at least $165 billion per year42
Cost of U.S. government food assistance: $107 billion in 201543
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Changing Agricultural Methods to Abate Climate Change
According to the Intergovernmental Panel on Climate Change,
about one-third of global greenhouse gas emissions come from food
systems—the ways we produce, process, distribute, and consume the
food.44 In the U.S. about 18% of greenhouse gas emissions relate to
agriculture and the transportation, storage, preparation, and decomposition of food.39, 45, 46 This is a bigger share than that of transportation.39
Higher greenhouse gas estimates for agriculture come from the
international nonprofit organization “Grain,” a group that supports
small farmers and social movements in their struggles for communitycontrolled and biodiversity-based food systems.h Considering ways of
mitigating the major components of climate change that are related to
agriculture, Grain scientists suggest several strategies:
•
•
•
•

using agroecological practices to rebuild soil organic matter
lost from industrial agriculture,
decentralizing livestock farming and integrating it with crop
production,
distributing food mainly through local markets instead of
transnational food chains, and
stopping land clearing and deforestation for plantations.48

According to the Food and Agricultural Organization of the United
Nations, livestock production occupies 70% of worldwide agricultural
land used and 30% of the land surface of the Earth.49 To avoid the
consequences of catastrophic climate change, industrial-scale livestock
production must decrease significantly. Both human and environmenh Grain estimates that worldwide, industrialized, fossil-fuel intensive agricultural
methods account for between 44% and 57% of total global greenhouse gas emissions.
In Grain’s estimate of greenhouse gas emissions from industrialized agriculture,
the components of agriculture-related greenhouse emissions are the following:
agricultural activities: 11%–15%, land clearing and deforestation: 15%–18%, food
processing, packing, and transportation: 15%–20%, and decomposition of organic
waste: 3%–4%.47
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tal health will benefit from people shifting towards a more plant-based
diet and eschewing the chewing of factory farm animal products.

Food Prices will Rise with Agricultural Reforms
The USDA estimates that the cost of food will be about $1670 billion
in 2016, about $5200 per person.50 With Grand Bargains-based economic reform, food prices on average will increase due to higher costs
of water (Chapter 21), increased energy costs (Chapter 22), and higher
pay for agricultural and food service workers (Chapter 12). However,
the increases in food prices will be concentrated in water- and fossil
fuel-intensive foods and in labor-intensive food services (processed
foods and food away from home). The costs at the grocery store, farmers’ market, or direct from the farmer of fresh fruits, vegetables, whole
grains, beans, and nuts will go up relatively little.
About 18% of energy goes to food production and services in
the U.S.45 Consequently, about 18% of the $700 billion revenue from
the non-renewable energy tax will relate to food. The non-renewable
energy tax will increase the cost of food to consumers by about $126
billion.i Similarly, 70% of the freshwater consumption in the U.S. goes
for the production and consumption of food. Therefore, 70% of the
freshwater excise tax will be passed onto food, depending on the water
footprints of the various food products, raising about $210 billion in
2016.j
The third component of the increase in the cost of food will be
with higher wages for labor (Chapter 12). Whereas, farm laborers and
food services workers constitute about 15% of the workforce (21 million workers),22, 43 they are disproportionately poorly compensated and
make up about 30% of the lowest paid workers. In addition to the estimated 3 million full-time, migrant, and seasonal farm laborers in the
i $700 billion (nonrenewable energy tax, Chapter 22) x 0.18 (18% of energy goes
to food production) = $126 billion
j $300 billion (freshwater tax, Chapter 21) x 0.70 (70% of freshwater goes to food
production) = $210 billion
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U.S.,51 about 2 million more farm laborers will be needed to produce
the food on smaller, more decentralized, less fossil fuel intensive farms
with better labor conditions. This will translate into approximately
$260 billion additional labor cost of food in 2016.k
Consequently, combining the tax on freshwater (70% of freshwater
relates to food production), the tax on fossil fuels and nuclear energy
(18% going to food production), an increase in the minimum wage to
$15 per hour, and 2 million additional required farm laborers would be
expected to raise the cost of food by about $600 billion.l However, with
this great an increase in the cost of food, our profligate waste of 40%
– 50% of our food will be in the spotlight. Out of about $165 billion
in food waste per year,42 let’s conservatively estimate that individual
and ACC conservation coach efforts will reduce food wasted and save
consumers at least $50 billion.
Also, the fossil fuel footprint of food production will decrease
because of the shift from large, agribusiness, fossil-fuel intensive,
monocrop farms and ranches to more decentralized, local, laborintensive, organic farms. Less petroleum products will be needed for
transportation, storage, packaging, storage, refrigeration, pesticides,
chemical fertilizers, and food processing. ACCs will find it economically advantageous and healthful for members to help farmers and the
food industry reduce the food-miles traveled by food products. ACCs
will also help in the shift from fossil-fuel-intensive monocropping on
mega-farms to diversified organic agriculture on smaller farms closer
to population centers. We can estimate that the $126 billion of fossil
fuels projected to be going into agriculture in 2016 will be reduced by
30% (about $40 billion).
k Additional pay for the 21 million current farm laborers and food service workers
= $264 billion (($660 billion total increase in wages due to raising the minimum wage
to $15 per hour) x 0.3 (food workers constitute about 30% of all low wage workers)
= $198 billion + $66 billion (from 2 million additional farm laborers @ $33,000 per
year due to decreased fossil fuel intensity of farming and better labor conditions) =
$264 billion).
l Total additional food related consumption taxes and labor costs: $210 (freshwater
taxes) + $126 billion (nonrenewable energy taxes) + $198 billion (increased pay for
current food and agriculture workers) + $66 billion (additional farm laborers) = $600
billion.
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At the disposal of ACCs to help the farmers and the food industry
make this huge transition, will be the administration of USDA food
assistance to the poor ($107 billion, Chapter 10), USDA farm subsidies
($25 billion, Chapter 19), and mortgages for farms administered by
ACC-affiliated credit unions and savings and loan banks (Chapter 24).
Accounting for the savings in food waste and non-renewable
energy with food system reform, an overall increase in food costs of
about 30% will be expected. The average individual’s food and beverage
bill, including eating out, will rise from about $5200 to about $6900 in
2016.m We can expect food cost reductions as health-promoting shifts
in food-consumption patterns (e.g., less processed food, more fresh
fruits and vegetables, etc.) occur.
With the consumption taxes on freshwater alone, the retail price of
one pound of factory farmed beef will be increased by about $7.00.n
Grass-fed beef would have dramatically lower water and fossil fuel
footprints and therefore cost to the customer.
Families will save money by consuming a more healthful diet with
more plant-based foods, smaller portions of meat, pasture-raised rather
than feedlot raised livestock, growing vegetables and fruit at home or
in community gardens, and less food wasted. ACCs will be responsible
that their members do not suffer food insecurity despite the increased
prices. The increase in food costs for the poor will also be ameliorated
by the minimum wage hike to $15 per hour and increased employment
(Chapter 12).
ACCs will be able to use educational programs and financial incentive programs to assure that members consume what they consider to
be the most healthful possible diet.
m $600 billion (projected additional fuel, water, and labor costs for food) – $50
billion (less food waste) – $40 billion (less non-renewable energy) = $510 billion. $510
billion / $1670 billion = 0.305 (≈30% higher cost of food). Food and food services
costs percapita in 2016, status quo: $5200 ($1670 billion (total cost of food and food
services in 2016) / 321 million U.S. residents ≈ $5200. With Grand Bargains food
system reform, food and food services projected costs in 2016: $2210 billion / 321
million U.S. residents ≈ $6900
n 1800 gallons of freshwater per pound of beef x $0.004 / gallon (tax on freshwater)
= $7.20 (freshwater tax per pound of beef).
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Incentives for Changing to a More Plant-Based Diet
The average American animal-product-centered diet consumes up
to seven times the energy and generates up to seven times the greenhouse gases as a completely plant-based diet.34 Since animal products
require much more fossil fuel to produce than plants, transforming to
agricultural and food processing systems with less energy consumption and greenhouse gas emissions will require transitioning to a more
plant-based diet. Fortunately, the disproportionately higher cost of
animal products due to the greater inputs of freshwater and fossil fuels
will help incentivize this transition to more plant-based food.
Individuals and ACCs will have stakes—not steaks; pardon the
pun—in increasing plant-based foods in diets that reduce the health
impacts and costs of chronic diseases. Any increase in plant foods relative to animal products will have positive health, environmental, and
economic effects.
As will be detailed in Chapter 22, the $2.40 per gallon tax on gasoline and comparable taxes on other non-renewable energy will lead
to more decentralization of the production of food to smaller, more
diversified, mostly organic, less energy-intensive farms situated much
closer to population centers. Urban agriculture will also be financially
incentivized because it requires relatively little fossil fuel and provides
recreation, social contacts, and exercise for city-dwellers.

Downsizing Agricultural Exports and Imports While
Strengthening U.S. Farms and Farm Communities
Domestic and foreign farmers ship a tremendous amount of food
into and out of the U.S. each year. However, Grand Bargains-based
transitioning to a post-carbon economy will require the vast majority
of food to be produced and consumed locally. This calls for some major
changes in farm policies to assure that farmers prosper throughout the
disruptions of the transition.
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Among the many factors listed by the USDA as affecting global agricultural trade are (1) global supplies and prices of farm commodities,
(2) government support for agriculture, and (3) trade protection policies. Things that are not listed by the USDA as affecting the importing
and exporting of farm crops are the cost of energy, water, and labor.52
The USDA assumes that farm labor will remain about the lowest paying
of occupations. In part to stem the unsustainable and environmentally
damaging volume of imports and exports of farm products, Grand Bargains’ reform will markedly increase the cost of fossil fuel, freshwater,
and labor.
According to the USDA, the “productivity” of U.S. agriculture is
growing faster than domestic food and fiber demand. The USDA has
responded with policies to expand global trade in farm commodities.
U.S. farmers and agricultural firms rely heavily on exports to sustain
prices and revenues ($144 billion in farm products exported in 2013).
These exports depend on cheap fossil fuel, water, and labor. If U.S.
residents suddenly reduced food waste from 40%- 50% of all food
produced to 0% and inputs of energy, water, and labor increased 30%
according to Grand Bargains-based reform, farmers would suffer an
economic disaster. This must be averted.
For agricultural products in 2013, there was a $40 billion net positive trade balance (U.S. farm product and processed food exports: $144
billion versus exports: $104 billion imports). Since export income comprises over 30% of all farm sales, farm state legislators doggedly seek
to protect and expand farm exports with each version of the farm bill.
They have been largely successful.21
Since global free trade underpins U.S. government economic
policies including those in agriculture, one price for expanding U.S.
agricultural exports is to allow a free flow of imports. To justify our economic interests in sustaining and expanding the positive trade balance
of agriculture in keeping with our overall global free-trade stance, the
USDA encourages agricultural imports. The USDA officially endorses
imports saying that they:52
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•
•
•

expand food variety,
provide year-round supplies of fresh fruits and vegetables, and
control increases in food prices.

I don’t buy any of the reasons for shipping food around the world
in tankers powered by bunker fuel. This is not part of transitioning to a
post-carbon global economy for several reasons:
•
•

•

Food variety in the U.S. is already arguably second to none in
the world without food imports.
Since fresh fruits and vegetables are perishable, eating them in
season from local sources is preferable to buying imports from
agribusiness corporations.
By “controlling increases in food prices,” the USDA must be
referring to using the exploitation of very low-wage workers
from Third World countries to keep a lid on the low wages paid
to U.S. farm workers. However, social justice requires that we
increase U.S. worker wages.

We need an alternative to the well-meaning but dysfunctional U.S.
trade policies that seek to double-down on subsidizing the exports of
our fossil fuel- and water-intensive agricultural products. At the same
time, we need to make sure that U.S. farmers not only survive but thrive
in what will be a highly disruptive transition to food production with
lower carbon- and freshwater-imprints and with well-paid farm and
food service workers.
Assuming that in 2016 Grand Bargains’ reforms result in U.S.
farm product imports and exports both decreasing by 30% due to the
marked increase in food prices, farmers will have $44 billion worth of
reduced exports.o Farmers will also have $32 billion worth of increased
domestic sales due to the 30% reduction in food imports.p U.S. farm
o $144 billion (U.S. farm exports estimated for 2016) x 0.30 (30% reduction in farm
product exports) ≈ $44 billion
p $104 billion (U.S. farm imports estimated for 2016) x 0.3 (30% reduction in
farm product exports) ≈ $32 billion
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product imports and exports will be expected to decrease progressively
in future years as we transition into a global post-carbon economy.
In 2016, part of the Grand Bargains’ agricultural strategy is for the
USDA to shift about $133 billion in subsidies for farmers and poor
people to the ACCs for administration. Consequently, ACCs will have
the resources and the mandate to help the agricultural community
make up for the loss of USDA crop subsidies and other agricultural
assistance and for the decrease of an estimated $12 billion in net sales
due to reductions in farm products imports and exports.q
This will be a huge transition for agriculture that will take up to a
decade to reduce non-renewable energy use in agriculture and food
services by over 80%. President Obama pledged to reduce overall
greenhouse gas emissions 83% by 2050.53 Grand Bargains’ reforms will
accomplish this in agriculture by 2025.
Further ACC financial assistance in the transition will come from
opportunities for farmers to enlist to do national security work as
teachers of the latest organic farming methods to farmers in developing
countries (Chapter 17). ACC-affiliated financial services companies
will also be available to provide loans and crop insurance to farmers
(Chapter 24).

Summary and Conclusion
Food subsidies include cheap water, cheap fossil fuel, underpaid
workers, USDA food assistance for the poor, and USDA crop subsidy
payments to farmers. Unfortunately, these subsidies tend to make junk
food cheaper relative to wholesome food. USDA subsidies are unsustainable due to adverse health impacts and strains on non-renewable
resources as well as topsoil.
Our unsustainable agricultural practices, resulting in a chronicdisease-promoting diet, contribute to our failures in health care,
q Net decrease in farm sales due to decreases in exports and imports of farm
products: $44 billion – $32 billion = $12 billion
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energy, the environment, climate change, the economy, and national
security. These diverse crises all call for integrated solutions to interrelated problems.
Our food system is now dominated by large-scale agribusinesses
using monocropping and intensive petrochemical fertilizers and pesticides. An essential component of abating climate change is for us to
transition to smaller-scale, mostly organic, locally produced food. This
was strongly endorsed by the United Nations in a report entitled, “Wake
Up Before It’s Too Late: Make Agriculture Truly Sustainable Now For
Food Security in a Changing Climate.”54
Even with minimal subsidies, organic food successfully competes
with USDA subsidized corporate food for a growing niche market. Additionally, because less fossil-fuel-intensive organic methods are more
labor-intensive, they can help us put more people to work in highly
meaningful jobs.
To improve health of individuals and the public at large, Americans
must change the diet that contributes to $2.5 trillion per year in medical
bills for preventable chronic diseases. With Grand Bargains’ economic
reforms in place in the food system, ACCs could compete with each
other in part by contracting with local farms and urban agriculture
entrepreneurs to provide healthy food while increasing employment in
farming and food distribution.
In part because of the advertising clout of special interests, and in
part because of the limitations of our nutritional science studies to date,
no consensus exists about how Americans should change their diets.
This leads to political paralysis in the areas of governmental policies
regarding food and agriculture.
After throwing out the unscientific USDA/HHS national dietary
guidelines, Grand Bargains’ health and economic reforms will empower competing ACCs to each develop their own recommended
dietary guidelines and strategies to encourage compliance of members.
This pluralistic approach to food policies will allow ACC members and
staff at the local level to use their own strategies to reduce diet-related
morbidity and mortality. Nutrition scientists will study the varying
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dietary intakes of people from different ACCs and relate them to health
outcomes. Then ACC health professionals and the public will be able
to use the information to determine what dietary changes to promote.
Based on this information, ACCs will develop innovative and effective
strategies to incentivize members to adopt healthful eating habits.
Methods to test as potential aids to improve members’ diets may
include (1) social networking, (2) financial incentives, (3) educational
media, (4) support groups, (5) health lectures, and (6) feedback from
physicians on diet diaries. The process of improving diet-related
health outcomes will be ongoing. ACCs that inspire members to adopt
truly evidence-based healthy diets will save money on sickness care.
This money may be returned to ACC members in health promotion
programs, better paying job opportunities, social services, and lower
health care insurance premiums.
The taxes on freshwater (Chapter 21) and non-renewable energy
(Chapter 22) will make local, sustainable, largely plant-based agriculture a “win-win-win-win-win” situation. It will benefit U.S. residents
enrolling in ACCs, ACC staff, taxpayers, the government, and the environment. Aided by consumption taxes that incentivize healthful food
and wise agriculture policies, ACC nutrition and public health experts
will incentivize healthful eating and will replace the USDA policies
that have inadvertently contributed to spawning diet-related disease
epidemics and the degradation of our environment.
The environmental and economic consequences of our unsustainable agricultural methods (pollution, climate change, fossil fuel dependence, chemically tainted food, topsoil depletion, food insecurity, etc.)
are just as serious as diet-related chronic diseases. ACCs that succeed
in facilitating diets that improve health outcomes and environmental
sustainability will succeed financially and will attract more members.
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Chapter 14

Immigration Reform: A Foundation
For Zero Population Growth

I

practiced medicine for 17 years at the LA County + USC Medical
Center where at least 20% of the patients were undocumented (illegal) immigrants. For me, health care for undocumented immigrants
is not a matter of abstract statistics and cost figures. It’s about the Hippocratic Oath. The “Pain and Palliative Care Service” that I directed
provided hundreds of undocumented immigrants with morphine and
other medicines for severe pain from terminal cancer or AIDS. For
certain, few of them would have been able to obtain relief of pain in
their own countries.
At the LA County + USC Medical Center, I worked with hundreds
of intern- and resident-physicians who emigrated from their homelands to the U.S. for their post graduate medical training. I found them
to be highly intelligent, hard working, dedicated, and compassionate.
If all immigrant physicians in the U.S. were deported, we would lose
over a quarter of our doctors. Of course, the U.S. needs to dramatically increase the physicians trained in this country to reduce the need
for immigrant physicians over the long term (Chapter 19). However,
immigrant physicians will remain vital to the excellence of American
medicine.
Likewise, a large proportion of nurses come to the U.S. from other
countries. Many engineers that develop our innovative technologies
were born elsewhere. The field of education in the U.S. depends heavily
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on immigrants. If all the undocumented farm workers were deported
tomorrow, we would starve.

Benefits of Legal and Illegal Immigrants to the U.S.
Michael Bloomberg, former Mayor of New York City, testified
to a U.S. Senate committee that the economy of his city, and that of
the entire nation, would collapse if undocumented immigrants were
deported en masse.1 He told the Senators that New York is home to 3
million immigrants, including a half-million that are undocumented.
Bloomberg said, “Although they broke the law by illegally crossing our
borders . . . our city’s economy would be a shell of itself had they not,
and it would collapse if they were deported. The same holds true for
the nation.”
Mr. Bloomberg and many others recognize that the U.S. is a country of immigrants, including innovative entrepreneurs and highly educated leaders. He recommended that immigrants completing advanced
degrees in U.S. universities should automatically receive green cards on
graduation.
In the formation of a coalition advocating for immigration reform,
Mayor Bloomberg was joined by other big city mayors and the chief
executives of Hewlett-Packard, Boeing, Disney, News Corp., and other
large corporations. They all strongly recommend a path to legal status
for all undocumented immigrants now in the United States. The coalition calls itself the “Partnership for a New American Economy.” The
goal is to reframe immigration reform as the solution to repairing and
stimulating the economy.2
Referring to immigrants, Walt Disney Company Chairman and
CEO Robert Iger, a member of the partnership, said, “It’s our great
strength as a nation, and it’s also critical for continued economic
growth. To remain competitive in the 21st Century, we need effective
immigration reform that invites people to contribute to our shared success by building their own American dream.”
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Statistics on Undocumented Immigrants and Health Care
According to the Center for Immigration Studies, about 62% of undocumented immigrants are medically uninsured.3a Undocumented
immigrants tend to be younger and healthier than the average legal U.S.
resident, so their unreimbursed medical care (e.g., treatments that they
receive in emergency rooms but for which they cannot pay the bills)
is proportionately less costly than other uninsured people. Projecting
from Medical Expenditure Panel Survey data for the period 2000-09,4
the cost of publicly funded health care for undocumented immigrants
in 2016 will be about $3 billion (less than 0.1% of all personal health
care costs).5, 6

Balancing Health Care Concerns for Immigrants
While Obamacare excludes undocumented immigrants as recipients of public funding of medical treatment besides emergency care,7
the enforcement of this provision has been questioned. Conservatives
fear that proof of citizenship may not be required to access Medicaid
benefits.8 Even though only a small fraction of undocumented immigrants, if any, would likely receive public funding with the proposed
Medicaid expansion, the issue has been a major obstacle to Obamacare’s
goal to insure as many as possible of the uninsured.
President Obama has indicated that he would oppose using public
funds to medically insure undocumented immigrants, with the exception of children.9 Mr. Obama also promised that his immigration reform proposal would include a path to citizenship. His proposals await
the new Congress in 2015.
Public health programs to control infectious diseases (e.g., Ebola,
tuberculosis, HIV/AIDS, etc.) will not be effective if they fail to control
infections in immigrants like everyone else. As long as legal and illegal
a About 6.9 million out of an estimated 11.1 million illegal immigrants are not
medically insured.
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immigrants reside in the U.S., they will have pregnancies, injuries, and
diseases that require medical attention. For humanitarian and public
health reasons (i.e., prevent the spread of infectious diseases), we need
to care for these people.
Economic considerations arise in discussions of undocumented
and legal immigrants. A Rasmussen Report Poll found that 83% of
voters nationwide do not want taxpayers to foot the bill for medical
treatment of undocumented immigrants.8 An effective health reform
plan must ensure that medical providers are not forced to provide uncompensated treatment to uninsured people, including legal or illegal
immigrants.
By all accounts, unlimited illegal immigration into the U.S. would
have adverse economic, social, and environmental consequences. The
North American continent’s population is already way beyond ecological carrying capacity without a major decrease in percapita consumption. As part of resolving the immigration morass, we need policies
regarding health care for undocumented immigrants that address
humanitarian and public health concerns without increasing taxpayers’ costs. Consequently, health care reform and immigration reform
should both incorporate a mechanism providing that immigrants pay
the full cost of their own health care. This will satisfy the concerns of
many conservatives about the economic impact of immigration.
We also need policies that allow us to control immigration into the
U.S. in a way that is fair to U.S. citizens and legal immigrants and, as
much as possible, to undocumented immigrants. Regarding the control of immigration, we need to consider not only the numbers of new
immigrants each year, but also the long-term population growth rate
due to immigration.

A Brief History of U.S. Immigration Policy
The present U.S. immigration law, enacted in 1965, replaced the
national-origin quota system. “Family reunification” became the visa
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“preference category” most utilized. After subsequent modifications of
preference categories, 90% of immigration visas became based on family reunification of immigrants. Skills-based immigration has received
less than 10% of the available slots. Consequently, we may turn away
foreign born visa applicants who have completed advanced degrees in
U.S. universities while permitting the immigration of children, parents,
or spouses of citizens who themselves previously immigrated legally or
illegally.
Overpopulation and limited economic opportunities in developing countries and relatively high-paying jobs in the U.S. maintain a
steady stream of legal and illegal immigrants. Remittances from U.S.
immigrants to their homeland relatives and friends constitute a major
component of the economies of many developing countries.10 This increases the pressures for people to immigrate to the U.S. These factors
should be considered in designing immigration policy.

Zero Population Growth Essential for the Sustainability of
Human Life as We Know It
Environmentalists, economists, policy makers, and the public
cannot afford to ignore unsustainable population growth.10-12 Poverty,
climate change, civil strife, wars, environmental pollution, inadequate
access to education, and depletion of resources are all exacerbated by
overpopulation.10, 13 Without controlling the worldwide population, we
will not be able to achieve any of our important goals regarding health,
welfare, environmental sustainability, prosperity, or security. Immigration policy should be seen in this context. In designing immigration
policy, the upmost aim should be zero population growth in the U.S.
and, to the extent possible, worldwide.
Due to the poor economic conditions during the Great Recession,
the lifetime average number of babies per woman (total fertility rateb)
b The total fertility rate of a population is the average number of children that
would be born to a woman over her lifetime if: (1) She were to experience the exact

- 252 -

immigration reform: a foundation for zero population growth
in the U.S. hit an all-time low of about 1.9 babies per woman in 2010.15
This is slightly below the rate to just replace the population (2.1 babies
per woman on average for developed countries14). This means that
all of our population growth comes from immigration. Additionally,
immigrant women within the U.S. have more babies than native born
women. In 2010, with the immigrant population comprising 13% of
the U.S. population, 23% of all U.S. births were to foreign-born women
that immigrated to the U.S.15
Research shows that the most important factor in determining
average family sizes is not necessarily the availability of family planning, sterilization, or abortion services. Family size is a response to the
perceived costs and benefits associated with children. Some conditions
raise family-size targets and others lower them. Motivation of parents
or potential parents is the key to family size. Individual women or
their mates and families make decisions regarding family size. Over
the longer term, culture adapts in ways that facilitate, or not, (1) early
and universal marriage, (2) spacing between children, and (3) nonreproductive roles for women. These individual and cultural processes
form the basis of purposeful, adaptive behavior regarding family size.10
Motivated by high rates of teen pregnancy and sexually transmitted
diseases in the U.S., public schools took on the responsibility of sex
education. During the 1980s, 17 states mandated that schools teach
“comprehensive sex education,” and 30 more states supported it. Educators define comprehensive sex education as a curriculum that begins
in kindergarten and continues into high school, covering reproductive
biology, the psychology of relationships, the sociology of the family, the
sexology of masturbation and massage, and many other topics.
This approach has the appeal of inexpensively reaching the vast
majority of American schoolchildren. It reassures parents that their
children will learn ways to protect them from AIDS and other sexually
transmitted diseases. Exploring the relationship of young people havcurrent age-specific fertility rate through her lifetime, and (2) She were to survive
from birth through the end of her reproductive life.14
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ing sex, getting pregnant, and bearing children with overpopulation of
the planet is not a goal of these comprehensive sex education classes.
However, unless sex education taught in schools can be effective in
preventing unwanted pregnancies and sexually transmitted diseases, it
will be ineffective in limiting the sizes of families.
What is the evidence that comprehensive sex education can prevent
pregnancies and sexually transmitted diseases?
The evidence is very weak.
New Jersey has been the leading state in implementing comprehensive sex education. New Jersey students average 24 hours a year of
sex education from primary school through high school. Teachers are
well trained and experienced in presenting the family-life curriculum.
Opinion polls show wide support among parents of sex education in
schools.
Sex education is offered as the alternative to failed attempts to
control teenage sexuality through social norms and religious values.
Comprehensive sex education classes present information about the
technical aspects of sexuality along with exercises to build communication skills in sexual situations. The thesis is that, once teenagers learn
the scientific information about sex, pregnancy, and sexually transmitted disease and they develop the skills of communicating about their
feelings about sex, they will be prepared to be sexually responsible. The
effectiveness of comprehensive sex education depends on the power
of knowledge to change behavior. However, the available evidence
suggests that sexual knowledge only weakly relates to teenage sexual
behavior.
Donald Kirby, PhD, a leading researcher in the field of sex education, reviewed the medical literature on approaches to reduce adolescent sexual risk-taking, unintended pregnancy, childbearing, and
sexually transmitted disease, including HIV. Surprisingly, he found
that only a few sex education programs actually delay the initiation of
sex, increase condom or contraceptive use, and reduce unprotected sex
among youth. He found that, in addition to high quality sex education,
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three other programs components were especially effective in preventing unprotected sex:16
1. one-on-one clinician-patient protocols in health settings,
2. service learning programs, and
3. a particular intensive youth development program with multiple components.
To have better results in preventing unwanted pregnancies, perhaps
we need sex education in schools (or homes) and more effective contraceptives. However, we need to go beyond these strategies to include
programs with these more holistic and intensive approaches to reducing unprotected sex and unwanted pregnancies.

Patient-Centered Medical Homes in ACCs to Lead Efforts to
Prevent Unprotected Sex and Unwanted Pregnancies
If Dr. Kirby’s research findings are correct, a key to moving toward
zero population growth nationally and worldwide is to create settings
for one to one human relationships to form between mature mentors
and young people in the reproductive age range. In addition, service
learning programs and youth development programs should be readily
available.
Patient-centered medical homes in ACCs will be ideal settings
for health care and social services providers to help children and
adolescents develop the knowledge, skills, and behaviors necessary to
prevent unprotected sex and unwanted pregnancies. Under the direction of pediatricians, family medicine doctors, nurse practitioners, or
physician assistants, primary care team members will lead children
and adolescents in service learning activities and youth development
projects. As stakeholders, parents and other relatives of the children
and adolescents will collaboratively work with PCPs and their team
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members to design the most effective programs and activities to facilitate the coming of age of youth in their relationships with others.
There will not be a one-size-fits-all set of activities and experiences
designed for and by young people within ACCs or even in patientcentered medical homes within ACCs. ACCs will have the flexibility
to use whatever educational methods they want to use to help young
people develop mutually beneficial and affirming relationships and to
delay having babies. ACCs will be able to experiment with strategies to
help couples limit the sizes of their families. For instance, educational
opportunities, employment opportunities, and mentoring will be essential ingredients in a campaign for zero population growth.
The approaches to sex education, activities in youth groups, service
learning experiences, and other programs for children and adolescents will be collaboratively determined. The intention will be for the
programs and activities for youth to foster cultures that lead to low
rates of unprotected sex, unintentional pregnancies, and abortions.
Delaying childbirth until after college or trade school and small family
sizes should be encouraged. Activities to build self esteem and prevent
sexual abuse should be worked into the curriculum. The utilization of
family planning services, contraception, and abortion and the format
of sex education will be at the discretion of the ACCs with input from
stakeholders. Some ACCs may support some celibacy-based pregnancy- and STD-prevention strategies for some or all of their families.
High birth rates will be costly for ACC members. Health care premiums for children will not be subsidized. Wages will replace welfare
for feeding, clothing, sheltering, and educating children. Consumption
taxes will not favor people with many children. For these reasons and
for the general well-being of ACC members, their communities, the
country, and the world, ACCs will compete to achieve low birth rates
consistent with overall zero population growth in the U.S.
Birth rate-lowering strategies learned in ACCs will be exported
to other countries. As will be detailed in Chapter 17, the main Grand
Bargains’ strategy for helping people in developing countries control
population growth will be through a major national security program
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to provide wide-ranging development assistance. Funded by federal
revenue, ACCs will be able to send their members trained as development professionals to, among many other things, help people in
other countries achieve control of population growth. Rather than just
focusing on sterilizing women and men or disseminating birth control
devices, strategies should be in alignment with Dr. Kirby’s research on
holistic methods of preventing unwanted pregnancies and unprotected
sex. As pertaining to his research, service learning projects and youth
development programs will be encouraged.

The Conundrum of Better Economic Opportunities
Associated with Higher Immigrant Birth Rates
The usual reasons listed to account for large families include (1)
poverty, (2) retirement security, (3) cheap child labor, (4) lack of education, particularly of women, (5) high infant mortality, and (6) lack
of access to family planning services. However, another major reason
has been shown to be increasing economic opportunity and optimism
about the future. Paradoxically for poor people emigrating from Third
World countries to the U.S., a windfall of resources may fuel population
growth. For instance, the birth rate of foreign-born women in the U.S.
in 1990 was 70% higher than U.S. born women.15
Since the 1930s, overpopulation researchers have noted that
fertility and prosperity are inversely related.17 Given the finite carrying capacity of regions of the world where cheap fossil fuel, water,
and other resources are not readily available, an increase in the birth
rate could mean that the entire village or community would endure
harsher economic conditions. Some argue that, in poorer countries
with abundances of the usual reasons for rapid population growth, the
momentum for growth may only be constrained when dire economic
conditions cause people to reduce the sizes of families.
For instance, between the end of World War II and 1970, Africa’s
economic progress was associated with an increased birth rate—av- 257 -
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eraging about six children per woman. Even as the high illiteracy and
infant mortality rates were decreasing, the birth rates rose. In Africa,
researchers reported that perceived large increases in basic resources
as well as opportunities to emigrate tended to fuel excess population
growth. On the other hand, deteriorating expectations for economic
opportunities and the absence of emigration options was apt to be associated with decreased fertility.
Some would use the observations from Africa to argue that fostering development (health care, education, agriculture irrigation systems
and technologies, etc.) only leads to increased fertility and unsustainable population growth. Basically, they are saying that helping people
develop is futile, because, with the fruits of economic development,
they over-reproduce and return to poverty.
I disagree that this is needs to be the case.
Cuba represents a counter-example to the thesis that evolving from
a Third World country with high rates of poverty, illiteracy, and infant
mortality to a country with a prominent middle class will lead to an
explosion of population growth. In the 1950s before the Communist
Revolution, the Cuban crude birth rate per year averaged about 27 per
1000 population. In the early 1960s, the birth rate increased to 35 per
1000 people and then gradually declined to 14 per 1000 people by 1980,
where it has remained. In association with the marked decline in the
Cuban birth rate were the advents of food rationing giving universal
food security, universal health care, universal education through high
school, the highest literacy rate in the Americas, Social Security for the
elderly, and the fall of infant mortality to as low as or lower than that
of the U.S.
On my trip to Cuba, I spoke with many young men and women.
Almost all were actively pursuing careers and few had children. Many
Cubans I talked to envied people in the U.S. because of our material
possessions. They strongly aspired to have more consumer items. One
of their personal strategies to acquire more of what they wanted seemed
to be to delay having children and limit the size of their families. When
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I asked them about it, they generally told me that they were waiting
until they could afford children.
The Cuban government makes the funding of children’s programs a
high priority. Children under six years old receive more from the food
ration than others. Child care and education are free as are many athletic, artistic, and musical extra-curricular activities. However, young
Cuban families must struggle harder with each child they bring into
the world. Birth control and abortion are free in Cuba and do not carry
a major stigma. The Cuban government does not directly or indirectly
pay families to have more children that I could see. A friend, who is a
Cuban native, confirmed my impression.
On the other hand, U.S. tax policies facilitate poor people to have
more babies:18
1. The Child Tax Credit provides up to $1000 for every child under 17.
2. The Earned Income Tax Credit applies to low-income people as
long as they have some wages. With each child, the amount of
the credit increases.
3. Child and Dependent Care Credit covers up to 35% of child
care expenses, or up to $3000 for a child under 13.
4. Additionally, employers of low-income people may exclude up
to $5000 from their taxable wages for child-care expenses.
5. For many states, tax write-offs benefit parents paying for parochial-school tuition and supplies for children in kindergarten
through high school.
6. The American Opportunity Credit allows for up to $2500 for
tuition and related expenses.
7. The Lifetime Learning Credit for higher education has a maximum benefit of $2000 per year.
8. If you don’t claim either of the education tax credits, you may
deduct up to $4000 of tuition and fees.
9. A 529 college savings plan shelters savings from taxes.
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U.S. welfare policies have a similar effect in facilitating more births:19
1. Temporary Assistance for Needy Families (TANF) provides
cash assistance for low-income families with children.
2. Medicaid funds about 40% of births in the U.S.
3. The Women, Infant, and Child Program helps low-income
mothers with expenses for infants and children.
4. Food Stamps and school nutrition programs feed low-income
families.
Congress created all of these programs with the best of intentions
to help poor people who have children. Undoubtedly, they have helped
many poor families escape hunger, homelessness, and adverse health
consequences of poverty. However, some adverse consequences have
included (1) perverse financial incentives to have more babies than
families can afford without welfare, (2) encouraging the break-up
of low-income familiesc, (3) disincentives to work, and (4) welfare
dependency.
Cuba offers lessons about fostering strategic economic development while limiting population growth:
1. Economic gains need to be carefully administered to promote
local agriculture, public health (adequate housing, sanitation,
family planning, etc.), health care, education, retirement security, and infrastructure. Higher worker pay by itself may tend to
increase population growth.
2. As opposed to developing societies with wide wealth inequalities, economic gains that are equitably distributed throughout
the society will better tend to constrain population growth.
The bottom line is that we need to help people in Third World countries develop in ways that that will constrain the tendency of economic
c It is easier for a single-mother to live on welfare than for a couple with children
to live on one or even two minimum wage salaries.
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progress to spur a population explosion. This will be discussed in more
detail in Chapter 17.

Requirements for Immigration Policy Reform
The immigration policy challenge is to design strategies that simultaneously accomplish the following:
1. utilize the skills and talents of immigrants
2. avoid allowing undocumented or legal immigrants to access
taxpayers’ funds for health care and social-safety-net services
or to take jobs from citizens
3. design a policy for immigrant workers that adds to the federal
treasury
4. offer fairness to immigrants willing to work hard and play by
the rules
5. provide a legal path to citizenship
6. allow for a mechanism for the government to be in control of
the flow of immigrants into the U.S.
7. deport immigrants that commit felonies
8. structure immigration reform so that it leads the U.S. to achieve
zero population growth
9. maintain support to people in Third World countries receiving
remittances from U.S. immigrants, ideally by training development assistance professionals who immigrated from those countries and sending them back to their native lands (Chapter 17)
10. change from a legal immigration system that is predominantly
family-reunification based to a largely skills-based system
11. favor legal immigration over illegal immigration
12. expand the number of legal immigration slots available to accommodate the need for more farm workers in a post-carbon
economy and more construction workers (Chapters 13, 15, and 22)
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13. require a minimum of cost to administer immigration programs and to police the flow of immigrants
Immigration reform has become politicized. There may be grains
of truth in the talking points of people on all sides of the issue. We need
a game changer that addresses all 13 of the above considerations.
A tax on the labor of undocumented immigrants should be considered as a policy option that will be in accordance with all these
requirements. Both undocumented immigrants and citizens will be
advantaged. It will appeal to liberals and conservatives. It won’t be easy.
However, it will be much less brutal, more socially just, and better for
the economy than now.

Grand Bargain #20: Undocumented Immigrants will Remain
Working in the U.S. with Their Employers Paying a $3 per
Hour Labor Tax
As mentioned in Chapter 1, a $3 per hour tax on the labor of
undocumented immigrants will be deducted by employers from the
hourly wage (minimum $15/hour, Chapter 12). Employers of legal immigrants will not need to pay this labor tax. This tax is designed to:
(1) provide an economic disincentive to illegal immigration compared with legal immigration,
(2) advantage citizens and legal immigrants over undocumented
immigrants in earning money,
(3) generate federal revenue, and
(4) allow hardworking, law-abiding, undocumented immigrants a
path to citizenship.
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About $60 billion in 2016 from a new undocumented-immigrant
labor tax will thus go into the U.S. treasury.d
This undocumented-immigrant employment tax will address
economic concerns of conservatives as to the financial impacts of undocumented immigrants, while raising the effective minimum wages
of illegal immigrants to $12 per hour. Highly trained immigrants with
advanced degrees and unique technological skills will have little trouble
affording the undocumented immigrant tax.
This grand bargain addresses both immigration reform and widening economic inequality. It will provide all workers enough in wages, so
they don’t need to rely on social-safety-net services (e.g., Food Stamps
and Medicaid). It will advantage the employment of citizens and legal
immigrants over undocumented immigrants. With a predominantly
skills-based immigration system, highly educated professionals will be
able to immigrate to the U.S. much more readily.
Better than costly high-tech fences along our southern borders and
repressive deportation campaigns, this undocumented-immigrant employment tax will put economic pressure on undocumented immigrants,
making it less likely for excessive numbers to immigrate to the U.S.

Provisional Documentation of Workers and Dependents
Proper and effective implementation of this labor tax on work of illegal
immigrants will be important. It will require instituting a completely new category of immigrant with “provisional documentation.” An undocumented
immigrant working in the U.S. and his/her dependents could qualify for and
receive “provisional documentation” status, by the following:
1. demonstrating that his/her employer(s) has/have paid the $3
per hour tax to the federal government on all labor for a minimum of a three months
d 7 million working undocumented immigrants20 x $3/hour x 2080 hours/year =
$62 billion
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2. joining an ACC and documenting that the premiums for the
worker and all dependents have been paid for three months
3. showing that his/her employer(s) has/have sent Social Security
taxes (12.4% of earnings) for three months to the employee’s
ACC to be held in a separate account
4. documenting that they received no safety-net assistance from
their ACC.
Provisional documentation status will not mean that the worker
and his/her dependents will receive Social Security cards. Achieving
legal immigrant status (Green card, etc.) will require the worker to
adhere to the above three conditions for two full years. If during this
two year process of becoming documented, the worker is unable to
maintain employment or does not adhere to the three above requirements, he/she may withdraw the Social Security funds from the ACC
for him/her and any dependents to return to their native country. For
undocumented workers with two or more employers, the chosen ACC
may serve to manage the income and taxes from multiple employers.
These conditions are not meant to be easy for undocumented
immigrants or their employers. If undocumented immigrants do not
join ACCs and have their employers pay the undocumented workers’
taxes and the Social Security taxes, they will not receive provisional
documentation or be on a path to citizenship. In helping people find
jobs, ACCs will favor citizens, legal immigrants, and provisionally
documented immigrants over undocumented immigrants.
Employers will not be able to profit by paying undocumented
people substandard wages. Paying less than minimum wages or paying
under-the-table and not withholding taxes will be unlawful and will get
employers into trouble.
This Grand Bargains’ immigration policy will be fair to immigrants, employers, other workers, and taxpayers. Undoubtedly, not all
currently undocumented immigrants will be able to succeed on the
path to eventual citizenship. Many may use their accumulated Social
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Security funds and any other savings to return to their native homes
with skills and resources that will help them and their communities.
With this immigration policy in place, the tens of billions of dollars
that we now pay to patrol our southern border and for Immigration
and Customs Enforcement (ICE) officers to deport record numbers of
immigrants may be redirected more constructively. Undocumented
immigrant communities will no longer be terrorized by the fear of
deportation for petty offenses or simply for being undocumented.

Undocumented Immigrant Health Care without
Taxpayer Funding
For humanitarian and public health reasons, medical services for
uninsured legal and undocumented immigrants will be available with
Grand Bargains-based health care reform. However, as noted above,
the immigrants themselves will foot the bill. Like everyone else, all
immigrants enrolled in ACCs will have to pay their health care premiums—$2960 per year per child ($247/month) and ranging from $3490$7820 per year ($291-$652/month) per adult. Depending on the medical
benefit package offered by the chosen ACC, these prices could be much
lower (Chapter 18).
Uninsured immigrants will be treated for emergencies, as will other
uninsured people, funded by the federal government. Once entering
the health care system through having emergency care, uninsured immigrants will be encouraged to enroll in an ACC and pay current and
back insurance premiums. If they cannot afford the back premiums,
they can still be enrolled in an ACC by paying current premiums but
will forfeit their chance for eventual citizenship until they have paid all
outstanding premiums. Undocumented or provisionally documented
immigrants will not be eligible to receive social-safety-net services
through ACCs.
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If all of the currently undocumented immigrants paid the health
insurance premiums, it would generate about $60 billion per year.e Consequently, no taxpayer funds will be needed for health care of these people.

Grand Bargains Reform will Reduce Illegal Immigration
Initially, all undocumented immigrants may not comply with these
fair but challenging new rules. All of the employers of undocumented
immigrants may not initially choose to obey the new law. However, the
disadvantages of noncompliance for both undocumented employees
(e.g., no provisional documentation, no path to citizenship, etc.) and
their employers (misdemeanors, fines, business disruptions, etc.) will
lead the vast majority to abide by the new law.
People emigrate from their homelands to the U.S. seeking political
asylum or economic opportunity. They generally have the best of intentions. Most undocumented people find employment in low-paying
jobs in agriculture, food services, landscaping, and construction. With
Grand Bargains-based health care and economic reform, the economic
incentives for undocumented people to emigrate from their home
countries without the required legal status to the U.S. will be reduced
in the following ways:
•
•

•
•

Pursuing a path to citizenship will require paying for ACC-based
health insurance for the immigrant and all his/her dependents.
Among undocumented people, competition for jobs will be increased because legal residents and provisionally documented
immigrants—but not undocumented people—will be assisted
by ACCs to find employment.
A $3 per hour labor tax will be levied on undocumented workers, coming out of the income of the workers.
The cost of living will be higher due to the consumption taxes.

e 9.6 million adults x $5930 per year on average ($56.9 billion) + 1.5 million
children x $2960 per year ($4.4 billion)3, 21 = $60.3 billion total health care insurance
bill for undocumented immigrants
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•

Safety-net assistance will not be available to undocumented
people.

Despite these hurdles, people from other countries will continue to
come to the U.S., seeking opportunities for a new life. With this Grand
Bargain-based predominantly skills-based immigration policy, it will
be much easier for highly educated professionals to immigrate here
and make their contributions in business, medicine, engineering, or
education.
For less well educated but hard working people from Mexico, other
parts of Latin America, and other countries, Grand Bargains-based reforms will create opportunities for new jobs. Construction will be booming because of the investments in repairing and replacing infrastructure
(Chapter 15). Agriculture will be shifting away from fossil-fuel-based
farming to more decentralized, organic, labor-intensive methods of food
production with better working conditions (Chapter 13).
These will present openings for immigration. The Grand Bargainsbased incentives are stacked to be strongly favoring legal immigration.

Summary and Conclusion
The U.S. is a nation of immigrants and continues to benefit greatly
from the hard work, innovations, and leadership of many foreign
born residents. Most undocumented immigrants come to the U.S. to
work hard and to make their contributions to building a great society.
However, the population growth of undocumented immigrants has
been unsustainable environmentally and economically. We are not in a
position to allow undocumented or legal immigrants to access taxpayers’ funds for health care and social-safety-net services or to displace
citizens from employment. We also need to be able to count on the
ACC environments changing the culture that leads to large families
among immigrants that will be finding new economic opportunities.
The dysfunctions throughout our systems of health care, welfare,
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taxation, and immigration have created a quagmire, victimizing all of
us—immigrants, employers, politicians, and citizens.
A way forward is needed—a multifaceted solution for a complex
set of problems.
Grand Bargains-based health care and economic reform offers a
solution to this conundrum. We need to (1) tax the labor of undocumented immigrants (i.e., taxing both employer and employee), (2)
shift legal immigration from primarily family-reunification-based to
predominantly skills-based immigration, and (3) increase the quota
for legal immigration based upon our needs for workers with certain
skills (e.g., highly educated, highly skilled workers). With these reforms, skills-based, legal immigration will be preferred by would be
immigrants.
Zero population growth in the U.S. needs to be a part of the overall
solution to the immigration conundrum. Grand Bargains’ reform will
constrain the birth rates among immigrants from developing countries
by requiring that all immigrants join ACCs and pay premiums for
themselves and their dependents. The Grand Bargains’ reformed tax
code (Chapter 21) will not offer subsidies to parents with dependent
children. ACC administration of social-safety-net and social insurance
services will foster the development and education of all children. However, ACCs will not have incentives to encourage immigrants or others
to have more children than they can afford over the long term. Within
ethical boundaries, ACCs will be free to innovate and experiment in
how to best achieve small families that are well-educated, prosperous,
and community minded. The availability of family planning through
patient-centered medical homes is only one of many modalities to
prevent unwanted pregnancies. These efforts will moderate population
growth to sustainable levels in the U.S. and provide a foundation for
spreading zero population growth around the globe through worldwide sustainable development work (Chapter 17).
Thus, requiring undocumented immigrants to join ACCs, pay
premiums, pay the undocumented labor tax, and to begin to pay into
Social Security, will result in undocumented residents subsidizing legal
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residents by tens of billions of dollars per year.f At the same time, ACC
care will provide all U.S. residents, including immigrants, the benefits of
prompt diagnosis, treatment, and prevention of health problems. And
Grand Bargains-based reform will grant undocumented immigrants
the all-important path to citizenship.

f The tax on labor of undocumented immigrants (≈$60 billion/year) and ACC
premiums for 11 million relatively healthy people (≈$60 billion/year) will subsidize
legal residents.
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Public Infrastructure Investments

A

s a member of a local community gardening organization, I mentored some students from a local high school. They wanted to
work with us vegetable gardeners to fulfill their required community
service obligations for graduation. They called their student club, the
“Youth Environmental Leaders.” Richard (not his real name), one of my
mentees, an Asian boy in his sophomore year, was an honor student
in math and sciences. At the garden, he enjoyed socializing with the
other students and with mentors. Richard worked hard on vegetable
gardening, planting trees, and in a wetlands restoration project. He
more than fulfilled the learning hours under the community service
required for graduation. He went off to an excellent college to major in
civil engineering.
About five years later, Richard and some other students came back
to visit with me at the same garden. I asked them all what they had been
doing with their lives. Richard had graduated in civil engineering but
had not been able to find work in his major. Instead, he had been working as a cashier at a local auto parts store and lived with his parents. He
said that he continued to send out his resume but that jobs were scarce.
With all the bridges that need repair or replacement, road maintenance
work, and other infrastructure projects urgently required for safety and
functioning of the economy, I wondered why Richard couldn’t get a job.
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Why Enhance American Infrastructure?
America’s infrastructure connects businesses, communities, and
people. Our economy and quality of life depend on it. We need good
transport systems by land, water, and air; energy transmission systems
that deliver reliable power from a wide range of energy sources; and
water systems that drive industrial processes as well as provide clean
water to our homes.
Our communications infrastructure has changed drastically in the
last two decades. Instead of cables and wires for landlines that were
independent of the electric grid and required almost no electric power,
we now have a vast system of microwave towers for cellular phones. Instead of talking on the phone or writing letters that depend on a postal
system, we have internet that is increasingly wireless. These electricityconsuming systems can suffer more kinds of massive breakdowns than
telephone polls, cables and postal delivery trucks.
Apart from building cell phone towers and installing Wi-Fi radio
frequency systems almost everywhere, we have not invested adequately
in maintaining our infrastructure systems let alone expanded it sufficiently to meet our future population and economic needs.
In 2013, the American Society of Civil Engineers estimated that the
U.S. has a backlog of needed infrastructure projects that will cost about
$3.6 trillion.1 The more those projects are delayed, the higher will be
the costs to complete them and the more citizens and the economy will
suffer in the mean time.
In this globalized economy, we are competing with China and
other countries that invest more in maintaining and expanding their
infrastructures. Not only is infrastructure essential to support healthy,
vibrant communities, it is critical for long-term qualitative economic
growth, jobs, household income, and exports.
The challenge to maintain today’s infrastructure lies in availability
of cheap energy and petroleum materials (Chapter 22). The U.S. built
its high oil-consuming infrastructure when oil was a fraction of today’s
true, unsubsidized cost. Fortunately, there is much employment op- 271 -
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portunity to rebuild for a less energy-wasteful infrastructure. In the
process the urban landscape will be beautified, more healthful, and
safer for all travelers.
The advent of unconventional oils (shale, tar sands, heavy oils)
has extended the U.S.’ oil dependence. The viability of these kinds of
lower-net-energy yielding oils is questionable due to market forces and
the tendency of field decline to take place sharply (particularly with
natural gas fields). So the “bonanza” for U.S. re-supremacy in world oil
is largely hype and unsustainable. It is important to take into account
the permanent loss of cheap, high-energy yield oil when considering upgrading and maintaining the vast U.S. infrastructure which is
linked to the global infrastructure also built on once-cheap oil. Yet,
a “greener” infrastructure using less energy and that facilitates more
healthful forms of transport and land-use is a definite possibility that
offers major employment.

Categories of Infrastructure Projects
The tragic loss of life and property during Hurricane Katrina in
Louisiana in 2005 illustrates the importance of ongoing investment in
maintaining the estimated 100,000 miles of levees all over the country. While the original purpose of many of these levees was to protect
farmland, new communities are now depending on levees built to a
lower farmland standard. Compared with high levees designed and
engineered to protect communities, levees built to lower heights and
lower standards (e.g., earthen walls rather than concrete) to protect
farmlands may lead to flooding in big storm events.
Much of our drinking-water infrastructure is in dire need of replacement. In older cities, some of the water pipes are over 100 years
old. According to the American Water Works Association, replacing
pipes and other projects for drinking water, wastewater, and stormwater systems will cost more than $1 trillion.2
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The average age of the nation’s over 600,000 bridges is over 40 years
old and many need to be replaced. Energy-efficient train services
should be expanded. Highway congestion needs to be ameliorated.
Investments should be made to America’s public transit infrastructure
because of its role in connecting millions of people with jobs, medical
facilities, schools, shopping, and recreation. Parks and outdoor recreation areas support over 6 million jobs and contribute over $600 billion
to the economy.3 We need more not less safe access to the outdoors.
For commuting by bicycle and getting excise and relaxation on
two wheels, the infrastructure is poor in two ways: it is lacking, and
its use is threatened by motor vehicles. To expand bike infrastructure
tremendously would be a relatively minor expenditure, but it appears
to threaten the convenience of maximized car infrastructure. So the
U.S. is way behind certain countries with better standards of living and
traffic safety. The same applies to pedestrian facilities; much can be
improved upon at little cost but with great benefits. With more investment in bicycling and walking infrastructure, less road infrastructure,
parking lots, and driveways will be required that have high costs for
maintenance.
School construction and maintenance budgets have decreased while
the needs have increased. The backlog in projects to modernize and
maintain schools is nearly $300 billion.1 We have an aging energy infrastructure requiring upgrades with better electrical grids, gas pipelines,
solar technologies, and other renewable energy innovations. Our nation’s dams need proper maintenance to sustain essential benefits such
as drinking water, irrigation, hydroelectric power, flood control, and
recreation. Our bridges and highways should be maintained for safety,
traffic congestion alleviation, and economic growth. Our nation’s ports
need to be maintained and modernized. With our post-carbon future
economy, modernizing the ports means to adapt them for transitioning
from tankers powered by bunker fuel to wind powered container cargo
vessels, as is being pioneered by the Sail Transport Network.4
Trains are not presently running on renewable energy to a significant extent, except for some hydropower capacity for some electric
1

- 273 -

grand bargains
trains. However, trains run on diesel in the U.S., which sounds bad, but
are eight times as efficient energy-wise than trucks, and one-eighth as
polluting. Nevertheless, renewable energy powered trains are a worthy
goal, despite the lower energy yield from renewable technologies compared to oil. Natural gas has a big climate-protection advantage over
coal, and somewhat over oil. As gas is a preferred electric power fuel,
it can be used for electrified trains. This involves eliminating diesel
fuel for train engines across the U.S., a major retooling challenge. Regardless, natural gas supplies are not what industry promoters claim,
due to (1) market-price minimums needed for exploitation, and (2)
the normal, sudden drop-off of gas-field pressure after peak extraction.

Grand Bargain #28: New Public Infrastructure
Investments—$3.6 Trillion from 2016-2025
As the grand bargain for maintaining and expanding our infrastructure and putting people to work, let us devote $3.6 trillion to
needed infrastructure projects over the next decade. These will involve
systems of communication, transportation, water, and other necessary
public works over the next decade, beginning with $50 billion in 2016.
Richard from the garden and many other young and old Americans
could find employment with this level of needed infrastructure investment in our future. To make this major investment appealing to budget
hawks, I propose to pay the entire bill from the consumption taxes
without floating bonds or doing any additional borrowing.
The $50 billion for 2016 will be invested in long deferred infrastructure projects. Considering that 60% of the cost of constructing
the infrastructure will go for worker wages, over 600,000 jobs will be
created.a During the first year of the infrastructure enhancement cama $50 billion x 0.6 (60% of company income going to wages) / $47,000 per added
worker (projected from Social Security’s National Average Wage Index5) ≈ 640,000
million new jobs
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paign, plans will be drafted by engineers and architects. Spending will
subsequently increase as construction workers implement the plans.
Communities may expand upon this public funding for infrastructure. With the elimination of corporate income taxes and other major
financial benefits for businesses, companies will net over $800 billion
in additional profits in 2016 (Chapters 1 and 21). They can devote some
of this to meeting higher demands for products and services, much
of which will require infrastructure investments. Companies hording
profits in cash reserves rather than investing in more products and
services reflects economic uncertainty. Grand Bargains’ economic reforms will incentivize businesses to invest and grow. Business-friendly
tax and regulatory policies together with Grand Bargains-facilitated
elimination of unnecessary bureaucracy and waste will allow for the
resources to enable additional infrastructure projects in the private
sector and for state and local governments.
For instance, communities may be built in which all services are
within walking distances of the residents, without the need for automobiles within the living areas. Older residential areas may be retrofitted
to have parks, farmers’ markets, sports facilities, schools, entertainment venues, and essential stores all within walking distance. Public
transportation could be enhanced to easily connect with more distant
attractions. Our cities are now largely car-centric regarding transportation. Much new building or redesign will be needed to enable the
transition to the post-carbon economy.
Since ACCs will represent the interests of their members and will
train and supply laborers, ACC representatives should partner with
government and business leaders to select the projects that will make
the largest positive impacts on all stakeholders. Corporate leaders and
decision-makers will need the input of ACC leaders and stakeholders
to know what projects the community wants to undertake. Businesses
will also need to align with ACCs that supply skilled workers to carry
out the projects undertaken. Additionally, ACC-affiliated credit unions
and savings and loan banks will be a source of financing urban and
rural development. With the many influences of ACCs added to the
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picture, building new communities or revitalizing old ones will be a
collaborative process between all community stakeholders rather than
predominately investment decisions of developers.

Summary and Conclusion
Our growing backlog of needed infrastructure upgrades threatens
safety, economic competitiveness, and 21st Century jobs. With Grand
Bargains-based health and economic reform allowing for money to
build infrastructure without adding to the national debt, it will be a
win, win, win for jobs, the economy, and the country to launch a program to continuously upgrade the U.S. infrastructure. We will strive
for making it the best in the world, as was once the case when oil was
almost as cheap as water.
Given the realities of conventional oil depletion – the maximum
global supply was produced in 2005, and the U.S. peak was 1971 – the
present oil-built national infrastructure requires low-cost, low-energy
modification and repair. This offers a great potential for jobs for not
just building but for restoration of the environment.
Beginning with a public infrastructure investment of $50 billion in
2016, we will aim to spend $3.6 trillion over the next decade. Representatives of ACCs throughout the country will be involved in helping
to determine the priorities of projects in their regions of the country.
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Education: ACCs to Foster Experimentation

S

ince my parents could not afford to pay for my college education,
I had to work and borrow. Tuition at San Jose State College in the
late 1960s cost me about $100 per year. After living at home and commuting to save money for my freshman year, I moved to a rooming
house on campus. I kept careful records of my spending for my entire
sophomore year. It totaled about $950.
By 1980, tuition at California State University San Jose—my former
“college” elevated to a “university”—cost a little over $200 per year, in
keeping with the overall inflation in the economy from the 1960s to
1980. However, tuition at my alma mater in 2011 was $5370 per year,
10 times more than 1980 after adjusting for inflation.1 This has been the
trend throughout higher education in the past three decades.

Education Related to Health and Prosperity
Educational achievement is a major social indicator of health
(Chapter 10). People with more education live longer, earn more
money, contribute more to their communities, and have a better quality
of life. Highly educated people are less likely to receive welfare. Prosperity—not necessarily defined by money—depends on excellence in
education.
In part, because of our broken educational system, our competitiveness in the global economy is threatened. Our education system’s
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failure to teach our children good health habits has led to the deterioration of public health (i.e., obesity, type 2 diabetes, chronic diseases
of lifestyle, substance abuse, etc.) and further puts the viability of our
economy and culture in jeopardy.

Crisis in U.S. Education
“We’re losing 1.2 million people from our schools to the streets
every year,” according to U.S. Education Secretary Arnie Duncan.2 Mr.
Duncan is also concerned that while America once led the world in
college graduation rates, it now ranks 12th.
These sobering statistics are reinforced by President Obama’s linkage of education to the economy: “It’s an economic issue when eight in
10 new jobs will require workforce training or a higher education by
the end of this decade. It’s an economic issue when we know countries
that out-educate us today will out-compete us tomorrow.”2
Few would dispute that our schools are in serious trouble. Education
policymakers and politicians seek an approach to improve education
for all Americans. However, no consensus exists about the best way
forward for enabling all American students to succeed in education.
Maybe different approaches need to be tried to see what works best. It
might vary for different students and different communities.
To explore the issues in education, let us first examine the current
state of our schools.
As the film documentary Waiting for Superman graphically described, our educational system is in crisis:3
•
•

•

The annual cost of prison for an inmate is more than twice that
spent on an individual public school student.
Eight years after the “No Child Left Behind” act, with the goal of
100% proficiency in math and reading, students range between
20% and 30% proficiency.
70% of eighth graders cannot read at grade level.
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•
•

By 2020, only an estimated 50 million Americans will be qualified to fill 123 million highly skilled, highly paid jobs.
Among 30 developed countries, the United States ranks 25th in
math and 21st in science.

Washington-Centric Prescriptions for Schools
The “No Child Left Behind” program of President George W. Bush
emphasized the standardized curricula of math and reading over social, athletic, and artistic development. Teachers, students, and parents
complained that it over-stressed testing. It polarized the education
community. Students experienced tremendous pressures to pass tests.
Teachers felt like scapegoats for dysfunctional families and failed social
programs. Test scores and dropout rates did not improve.4
As has been shown in many studies, excellence in education requires exceptional teachers.5 Our challenge is to administer public and
private schools in ways that attract, inspire, and reward those teachers.
Aye, herein lies the rub. How do we improve the quality of our teachers? President Obama’s answer was “Race to the Top.”
The Race to the Top plan of the Obama administration sought to
transform failing schools into privately run charter schools and rank
teachers by their students’ test scores. It has met major resistance from
teachers’ unions, parents, and others. The so-called “value-added
method” introduced assesses student performance as a factor in deciding what teachers receive financial bonuses, how much extra money is
awarded, and even who gets fired. Supposedly, the value added assessment methodology takes into account differences between children
(parents’ income, parents’ education, English language skills, learning
disabilities, etc). It purports to isolate the quality of teaching in the
child’s educational progress. Value added assessments have been especially controversial.6
The limitations of relying on value-added teacher assessments include:
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•
•
•
•

Teacher scores vary markedly from year to year.
Students are not randomly assigned to teachers (e.g., principals
may deliberately assign slow or fast learners to certain teachers).
Tests do not measure the social skills that are essential to
learning.7
Standardized tests are often poor gauges of student performance.8

No Consensus on a “One-Size-Fits-All”
Ideal Educational System
Government bureaucracies, however well intended, are not as
well-positioned as parents, teachers, and local community leaders to
use available resources to optimize the learning of students and to
evaluate outcomes of education. Only by harnessing the efforts of the
entire community can teachers, parents, and the local neighborhoods
best encourage students to learn, become productive, and give back to
society.
To improve education outcomes, innovation should be incentivized.
For instance, “Freedom Schools” since the summer of 2010, enrolled
9600 children at more than 140 sites around the country. These schools
emphasize literacy and include diverse activities. As with the origin of
these schools in the civil rights era, Freedom Schools are mostly staffed
by young college students.
In the morning, Freedom School teachers present a curriculum that
focuses on critical thinking, conflict resolution, social action, healthful eating, creativity in the arts, and physical and mental health. After
lunch, students participate in sports, listen to presentations by outside
speakers, and go on field trips. Parent participation is an essential part
of the program.9
We need more flexible funding in education at the local level to
foster this kind of innovation and community participation.

- 280 -

education: accs to foster experimentation

Alternatives to Top-Down Approaches to Education
Dissatisfied with public and private education options, some parents home school their children. Some home schooled students do
better than their colleagues in public schools and others do worse. It
largely depends on the children, the teachers, and the socioeconomic
strata of their parents.
Frustrated with top-down administrative bureaucracies in public
schools, some teacher-run schools have been launched.10 It is too soon
to compare student performance and graduation rates in these schools
with those in public and charter schools.
Some teachers and parents hail programs like “Teach for America”
as a way to improve education of at-risk inner city and rural youth. In
Teach for America, top college graduates make two-year commitments
to teach in the most challenging urban and rural public schools. After
a five-week summer in “teaching boot camp,” they take full responsibility for classrooms and earn full salaries in difficult-to-fill teaching
positions.
My daughter, Molly Thompson, taught middle school science in the
south Bronx and high school biology in East Oakland through Teach
for America. Biology standardized test pass rates in her East Oakland
classes rose to about 12% after they were near 0% before her tenure.
While Molly left public school education to enter nursing school, her
five years of teaching were of tremendous benefit to her and, I’m sure,
her students as well. The experience led her to pursue a career as a
teacher of nurses.
Nevertheless, education policy experts disagree on the potential for
Teach for America and similar programs to be scaled up to transform
U.S. public education for the better.11
Educational outcomes are strongly correlated with socioeconomic
status of the family and learning opportunities outside of the classroom.
Poor, hungry children living in chaotic single-parent households in
dangerous communities don’t learn well no matter what type of schools
they attend. Improving educational outcomes requires innovative ways
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to enhance learning environments and educational opportunities outside as well as inside schools.

Higher Education: Rising Tuitions—
Less Value for Money
A book titled “Higher Education? How Colleges Are Wasting Our
Money and Failing Our Kids and What We Can Do About It,” by Andrew Hacker, PhD and Claudia Dreifus, PhD,1 details the unsustainable
rise in the cost of higher education in the U.S. For example, after adjusting for inflation, tuition in elite universities averages about three times
more than in 1980:
•
•
•

Williams College: $41,434 (3.2 times tuition in 1980)
USC: $41,022 (3.6 times 1980)
Pomona College: $38,394 (2.9 times 1980)

Rather than the extra tuition and fees going to enhance education,
most of this money goes to administration, higher salaries and benefits
for senior-faculty, college presidents’ compensation, and athletic teams.
Examples include the President of Vanderbilt University earning $1.2
million per year and varsity golf at Duke costing the University an
estimated $20,405 per player per year. Room and board costs have also
skyrocketed (e.g., UCLA room and board costs three times the rate of
1980).
Hiring of junior faculty to reduce the size of introductory classes
has lagged. Drs. Hacker and Dreifus argue that a generation of young
Americans has been shortchanged by overpaid senior faculty and administrators in our institutions of higher learning.
Rather than competing to provide high-quality education to more
students at lower prices, colleges and universities more often battle
each other by constructing more buildings and hiring more faculty.
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Most prized are senior celebrity researchers rather than hard-working
junior teachers.
Colleges and universities should collaborate more and not hire
faculty to cover every subject. Institutions of higher learning should
provide our students and their future employers the best education for
the money.12 To a much greater extent than now, competition among
colleges and universities should be on value for money.
While government financial support is not keeping pace with the
rising cost of college, many colleges and universities are increasing their
borrowing and expecting to expand their share in the growing higher
education market. Since the Great Recession, college and university
education has become less affordable and job prospects for graduates
less predictable. So it makes no sense for students and parents to be
forced to borrow more heavily for school in support of an education
arms race between competing universities.

Unsustainable Student Debt
As of 2014, total student loan debt is over $1.1 trillion.13 This excessive student debt threatens the ability of young Americans to buy
homes, start small businesses, begin families, and save for the future. It
hurts the economy. This makes it time to reassess our national policies
in education.
According to some economists, the already unsustainable levels of
student debt may well lead to a collapse similar to that in the subprime
mortgage market. However, unlike homeowners that can default on
underwater mortgages and start over, students have much more difficulty legally walking away from their college loan debts.
Parallels exist between the unsustainable costs of health care and
education. In both cases, the government funds a large proportion of
the services with little regard for promoting cost competition among
service providers. Like health care recipients, the major consumers of
higher education services—students, parents, government, and private
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donors—are poorly positioned to drive serious completion among
providers of services on cost effectiveness.

Grand Bargain #21: ACCs to Lead Experimentation with the
Education System and to Prevent Student Debt
The 21th grand bargain is to give ACCs an education mandate. ACCs
will channel U.S. Department of Education funds to communities, supplementing the financial and human resources of public and private schools.
Along with the funds comes the authorization for ACCs to find their own
supplemental approaches to helping students learn the basics as well as to
think critically and innovate. Experimentation will be one of the keys to
success. In addition, $50 billion in consumption tax money in 2016 will
be channeled through the ACCs with the intention of innovatively supporting college and trade school students so they do not accumulate debt.
With Grand Bargains-based reform, the federal Department of
Education will be eliminated. The $66 billion projected to be spent
by the Department in 2016 for grants to state and local governments
and school districts14 will instead be allocated by the ACCs. ACC
managers—informed by parents, students, teachers, and community
leaders—will allocate the government education funds to enhance the
educational opportunities of students.
The educational enhancement funds of the ACCs will be riskadjusted, depending on the number of students enrolled and the socioeconomic strata of the families of ACC members that are in school.
For each ACC, the allocation of educational enhancement funds from
federal government block grants will be determined collaboratively.
Each ACC will design a strategy to enhance the educational opportunities of students, utilizing input of all stakeholders.
Examples of possible areas of ACC spending on primary, secondary, and higher education include:
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•
•
•
•
•
•
•

tutors,
teachers’ aides,
salary increases for teachers,
education enrichment programs (music, art, nature study, etc.),
internships for college students,
scholarships, and
work-study program expansions.

As part of devolving the responsibility and authority for education
system policy from the government to the ACCs, federal funds for
grants to college students will become administered by ACCs. As mentioned above, current federal funds for students will be supplemented
by an additional $50 billion per year to prevent the need for student
loans.
ACCs will financially help students to most efficiently use their
personal savings, supplemented by part-time jobs (Chapter 12), and
funding from charitable organizations. Shifting the partial responsibility for funding higher education from a federal bureaucracy to local
ACCs will create beneficial pressure on colleges and universities to trim
their bloated budgets and reduce their tuitions.
Since competing ACCs will be major players in funding higher
education, they will foster free-market competition among colleges
and universities to control costs of higher education while increasing
the pressures to enhance quality and relevance of instruction. With
ACC pressure, colleges and universities will compete to drive down
unnecessary expenditures in administration, athletics, faculty, building
construction, and other areas. With this funding clout and flexibility,
the ACCs will foster real cost competition among colleges and universities by bargaining for reductions in tuition and other expenses for
their students.
For instance, “massive online open classes” (MOOCs) may be
an innovative way to improve education outcomes while controlling
costs.15 Free classes from elite universities from the U.S. and abroad
promise to revolutionize education. The best students in these classes
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score better than students from Ivy League universities. The Khan
Academy, founded by Sal Khan,16 promises to enhance learning at all
grade levels. It provides online lessons in step-by-step fashion that help
each student proceed at his/her own individual pace. Lessons may be
paused to ponder difficult concepts or repeated to reinforce learning.
Students work at practice problems with computerized help whenever
needed.
Since enrollees will have their choice of ACCs, the most effective allocation of ACC education funds will be part of the competition among
ACCs. This competition will involve the amount of funds allocated to
education, the fairness in distribution, innovation in educational funding priorities, the student debt situation, and the educational outcomes
of students.
Good education begins with healthy children. ACCs will compete
in finding strategies to encourage parents and others to foster good
health habits in children. The ACCs with the best health and education
outcomes will persuade more people to become members.

Summary and Conclusion
I call for U.S. Department of Education to be closed and the funds
transferred to ACCs. The ACCs will use education funds to work directly with teachers, parents, and students in local K-12 schools, trade
schools, colleges, and universities.
The education mandate for ACCs is to improve the quality of the
instruction, the relevance of the education provided, and student
education outcomes. ACCs will foster competition between education
providers to cost effectively achieve these outcomes.
An additional $50 billion per year will be targeted by the ACCs
for post high school graduation students to prevent the accumulation
of student debt. For students in colleges and universities, the ACCs
will become strong bargainers to greatly improve value for money in
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education. They will force colleges and universities to compete on cost.
Over time, this will virtually eliminate student loan debt.
This strategy will shift a significant portion of the responsibility
and accountability for education outcomes from the federal and state
governments and local school districts to ACCs in local communities.
Consequently, we will have many competing experiments to find what
works best for different students and diverse communities. This will
lead us to reclaim our role as the world’s leader in education.
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Chapter 17

ACC Enhanced National Security:
International Development Aid

The ultimate weakness of violence is that it is a descending spiral, begetting the very thing it seeks to destroy....
Returning violence for violence multiplies violence, adding deeper darkness to a night already devoid of stars.
Darkness cannot drive out darkness; only light can do
that. Hate cannot drive out hate; only love can do that.
Dr. Martin Luther King, Jr.

T

he mission of the Department of Defense has always been “to
provide the military forces needed to deter war and to protect the
security of our country.”1 However, the characterizations of threats to
the security of the U.S. and the nature of military combat have both
changed dramatically in the past century, particularly with transnational terrorism in the last decade.
While the U.S. is unequaled in military might, we have performed
not so well of late in winning the hearts and minds of people around
the world. Consequently, we need to fundamentally reassess how best
to protect ourselves from danger coming from outside and inside the
borders of the U.S.
Since the Vietnam War, we have been involved in dozens of military conflicts. Many of these interventions clearly turned more people
against us than caused people to become U.S. supporters. The percep- 288 -
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tion that we fight wars over resources, particularly oil, has not helped
our image in the world, especially since we are by far the planet’s biggest
consumers of oil and other commodities.

The “War on Terror” Calls for New Strategies
Now we are engaged in the so called, “war on terror,” which has
no geographic boundaries. The war on terror is an ideological war.
Politicians and other partisans with different viewpoints present talking points and propaganda, trying to win hearts and minds of people,
particularly young males from 15-30 years old.
Terrorist ideologies are resonating with many disaffected young
men and some women in foreign countries as well as some at home.
By this measure and others, we are failing at the mission of the Department of Defense—deterring war and terrorism.
Using drones and fighter planes to target suspected terrorists in far
off countries with bombs and missiles may kill some dangerous people.
However, the collateral damage of dead or injured innocent civilians
galvanizes ever more people to fight against us. It also helps spread the
terrorists’ ideologies.
Accordingly, our approach to defense should shift in large part away
from simply focusing on better and better ways to kill more terrorists
and towards strategies to combat terrorist ideologies and to win friends
for the U.S. around the world.
If the U.S. could avoid wars by amassing superior military forces, we
would already be in a “Pax Americana.” However, wars and terrorism
arise from issues about sovereignty, territory, resources, religions, and
ideologies.2 Armaments do not address these issues. To deter war and
terrorism, we need to understand the causes of major conflicts at a deep
level and proactively work to deal with those causes. By addressing the
breeding grounds for extremist ideologies, we can prevent incidents
escalating into wars or acts of terrorism. Peace movements need to do
more than to expose the futility of war and mount opposition to any
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war that is not truly defensive for the U.S.’ security on its shores. Promoting peace should mean to use our resources, skills, and advocacy to
counteract the conditions that make people prone to violent conflicts.
In the modern world, national security amounts to much more than
national defense. Our military might assures us that we can militarily
defeat any country that attacks us. Even Iran and North Korea, which
our leaders consider “rogue nations,” would not consider an invasion of
U.S. territory. However, no amount of military spending and preparedness will make us safe from terrorist attacks.
Alarmingly, U.S. born and educated terrorists are becoming increasingly common. The principles that we stand for—life, liberty, and
the pursuit of happiness—are not ringing true or honest with groups of
people at home and around the world. We need to seriously consider
why this is, and change our national defense strategy accordingly.
Maybe most people agree with our principles but object to our use
of our superior military might to defend our interests around so much
of the world. If Third World peoples feel economically exploited by us
(e.g., our massive imports of oil and other commodities), their anger
may add fuel to existing resentments. Some people may hate us because
it suits our economic or other interests to support dictators that repress
them. Others may dislike us because we supply military aid to their
enemies.
People who feel helpless and hopeless and that they have nothing
to lose are particularly susceptible to national liberation movements
or even repulsive ideologies. Indeed, our use of the instruments of war
attempting to settle disputes in other countries to the U.S.’ liking tends
to consume scarce resources as well as fuel ideological hatred against
us. Our militant actions lead to blowback. Our strategy of devoting
huge amounts of resources to military preparedness and wars of choice
is making us overall less safe. This leaves fewer resources at home and
for creating partnerships abroad—economic, educational, technological, public health, social, cultural, ecological, and developmental—that
build friendships and mutual interdependency.
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Isolationism is not the answer. We need alternatives to constant
war. One part of the Grand Bargains-based alternative to “war as a way
to win peace” is federal funding of national security activities to aid development in Third World countries. The federal government already
has a relatively small international affairs budget that includes development aid. Let’s see what the international affairs budget comprises and
then what needs to be added.

International Development Assistance Workers
Vital for U.S. Security
International affairs activities, which arguably are as important or
more important than military might, include:3
1.
2.
3.
4.
5.
6.
7.

operating U.S. embassies and consulates throughout the world;
providing military assistance to allies (arguably counterproductive);
aiding developing nations;
dispensing economic assistance to fledgling democracies;
promoting U.S. exports abroad;
making U.S. payments to international organizations; and
contributing to international peacekeeping efforts.

The major agencies involved in international affairs include the
Departments of Agriculture, State, and the Treasury; the United States
Agency for International Development; and the Millennium Challenge
Corporation. Funding for all of these activities, about $46 billion projected for 2016,4 constitutes less than one tenth of the baseline military
budget, not counting war supplements. These funds are supposed to
protect our national security by doing everything from contributing
to fighting terrorism, to stabilizing weak and fragile states, to driving
economic development, to alleviating global poverty, to fighting HIV/
AIDS, to expanding educational opportunities and strengthening
democratic institutions.5 Given the challenges facing the U.S. today,
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and the somewhat established humanitarian role many see for the
U.S., the allocation of funds and manpower for international affairs is
grossly inadequate. Therefore the challenges are (1) for U.S. aid and
peacemaking to be greatly enhanced, (2) to change the nature of the aid
to become more attuned with the needs in the world, and (3) to make
the aid less self-serving and interfering.

U.S. Government Foreign Aid—Little Value for Money
Development aid from the International Affairs Budget is often in
conjunction with U.S. military activities in the same country. This presents huge challenges to the effective delivery of the aid. Afghanistan
serves as an example in which our development aid brought little if
any benefit because of the conflict and the politics. Ex-President Karzai
requested that our aid workers leave Afghanistan.6a
International aid groups have also complained about the militarization of U.S. government funded development assistance, noting that it
endangers all those associated with humanitarian efforts. Poor people
in Third World countries are often understandably suspicious of U.S.
government-administered aid. In part, this is due to strings attached
that channel funds directly or indirectly to the benefit of U.S. companies. U.S. government allegiances to corrupt, oppressive, dictatorial governments in poor countries also lead to cynicism about U.S.
government-administered aid. Unfortunately, our perceived strategic
interests often get in the way of our ideals.
a
In Afghanistan and other conflict zones involving our armed forces, the
association of our military presence with foreign reconstruction aid has tended to
negate the potential benefit of the aid. Ex Afghan President Hamid Karzai denounced
provincial reconstruction teams as one of a number of Western-created “parallel
structures” that undermined the authority of his government. He tried to curtail the
operations of private security firms and objected to Western-funded aid projects that
bypassed government ministries and funneled money directly to contractors and
subcontractors. In an angry speech, after yet another incident of innocent civilians
being killed by NATO forces, President Karzai requested that reconstruction and
development units supported by the NATO force be phased out.6
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Zambian economist Dambisa Moyo recently published the book
Dead Aid, arguing that Africa’s dependence on foreign development
aid has kept the continent in poverty, distorted economies, and fueled bureaucracy and corruption. Instead of handouts, she advocates
encouraging trade, foreign direct investment, microfinancing for enterprises, and seeking funds from capital markets.7

Waging Peace as a National Security Strategy: Development
Aid to Win the Hearts and Minds of People
We must listen carefully to any people we hope to aid. We should
seek to understand their needs, from their perspectives. Deterring
war and terrorism means proactively winning the hearts and minds of
people.
Success in winning the peace depends on an all out endeavor of
millions of Americans working toward a unified purpose. In this 21st
Century, waging peace and winning hearts and minds should mean U.S.
citizens directly providing unconditional development aid to people
in underdeveloped countries. The magnitude of the necessary civilian
peace endeavor needs to equal or surpass the U.S. civilian support of
the allied forces battling in World War II.
While many people in underdeveloped countries do not trust the
U.S. government to provide aid, people-to-people aid has been seen
more positively. For example, for the past 10 years or so my friend,
Rosalind Russell, has travelled to Nepal to give poor village women
pregnant goats. The villagers refer to her as the “goat lady.” Women receiving the goats are expected to raise the kids produced and give goats
to other poor village women. The standards of living in the villages that
have received Rosalind’s goats have improved significantly.
Rosalind has also worked with the people of one village to build an
elementary school. A second school in an adjacent village is in progress. Parents pay no tuition for girls, and for boys the school charges
one-half the rate of government schools. By favoring the education of
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girls, Rosalind wants to counteract the common practice in Nepal of
only sending boys to school. Like many others, she has found that the
education of girls leads to village living standards going up and birth
rates going down.8
New York Times Columnist Nicholas Kristof told the story of a
Pakistani woman, Roshaneh Zafar, an American-educated banker who
has dedicated her life to empowering some of Pakistan’s most impoverished women with microfinance loans. Zafar notes, “Charity is limited,
but capitalism isn’t.” She prefers market-based solutions over handouts.
Her bank, Kashf, now has 152 branches in Pakistan and has dispersed
more than $200 million to more than 300,000 families. She notes that
microfinance and economic opportunity are potent tools to fight terrorism. According to Zafar, “The antonym of ‘militant’ is often ‘job.’”9
In most developing countries, job #1 is to provide food security.

Food Security: A Necessity to Prevent Wars
Food security in the U.S. and other countries is a fundamental
component of national security.
In the 2011 budget of the United States Department of Agriculture
(USDA), about $2.3 billion went for “Farm and Foreign Agricultural
Services.” This targeted the improvement of food security in developing
countries. In part, the USDA rationale was the following:10
. . . In addition to ensuring that the world’s children
have enough to eat, the United States has a strong interest in promoting strong agricultural systems in the developing world, because failing agricultural systems and
food shortages fuel political instability and diminish
the economic vitality of developing nations. Working
with other Federal partners, the Department is working
towards reducing global food insecurity and increasing
agriculture-led economic growth in developing coun- 294 -
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tries. USDA’s capacity-building, technical assistance,
and food assistance programs are effective tools for
improving the capacity of countries to produce what
they need and to make that food accessible to those who
need it . . . .
Indeed, the U.S. does have an interest in global food security on
humanitarian grounds and because of our own self interest. Hunger
fuels terrorism and wars.
However, some USDA policies are often counterproductive in promoting food security and peace. The USDA policy of providing crop
subsidies to U.S. farmers does not improve our food security but favors
high calorie, low nutrient, disease promoting junk-food diets (Chapter
13). Likewise, U.S. government funding for famine relief going exclusively for export of U.S. crops puts farmers in developing countries at a
disadvantage in becoming self-sufficient.
In developing countries, we need to greatly increase our funding
for agriculture programs because our national security depends on
helping people all over the world climb out of poverty to become free
from hunger. Third World aid should include local sustainable farming
projects of mostly plant-based foods that increase food security.
This will make us friends.

Livestock: A National Security Issue
Since all humans have to eat and most people eat animals, livestock
production is a national security issue.
Livestock provides food and income for one billion of the world’s
poor. Especially in dry areas, livestock may be the only source of livelihoods. The Food and Agriculture Organization (FAO) reported, “Since
livestock production is an expression of the poverty of people who have
no other options, the huge number of people involved in livestock for
- 295 -

grand bargains
lack of alternatives, particularly in Africa and Asia, is a major consideration for policy makers.”11
Worldwide, the livestock sector is undergoing many technological and geographical changes. In the last 40 years, increases in meat
production have greatly exceeded increases in fruits, vegetables, beans,
and grains for human consumption. About 80% of growth in the livestock sector comes from industrial production systems, also known as
factory farming. The resources required and pollution created makes
this trend unsustainable. According to the FAO, worldwide shifts from
plant-based to animal-based foods mean that livestock are entering
into direct competition for scarce land, water, energy, and other natural
resources.
Livestock grazing occupies 26% of the Earth’s terrestrial surface, and
feed crop production takes about one-third of arable land.11 Deforestation directly results from the expansion of grazing land for livestock.
For instance, about 70% of previously forested land in the Amazon
is used as pasture. Feed crops cover a large part of the reminder of
recently deforested land. Consequently, much land is degraded from
overgrazing, compaction, and erosion. The loss of rainforest decreases
the carbon dioxide absorbed by plants. Additionally, livestock production directly increases greenhouse gas emissions (e.g., carbon dioxide
and methane). Cow eructation (burping or belching) and flatulence
are said to cause more global warming that the world’s cars because
the cows emit methane, a much more powerful greenhouse gas than
carbon dioxide.12
According to the FAO, livestock account for 18% of worldwide
greenhouse gas emissions while cultivating plants for human consumption generates a much smaller fraction of emissions—plants themselves don’t generate the carbon dioxide; they sequester it. Livestock
consume increasing amounts of water and energy, especially fossil fuels
(Chapters 21 and 22). Pollutants generated by livestock include animal
wastes, antibiotics, hormones, chemicals from tanneries, fertilizers and
pesticides used for feed crops, and sediments from eroded pastures.
The livestock sector also contributes significantly to acid rain and
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acidification of ecosystems by production of ammonia. Overgrazing
of livestock endangers biodiversity by causing habitat loss, threatening
the survival of more and more species.
While the status quo environmental consequences of livestock production for food are already dire, the FAO predicts that the production
of meat will double from now to 2050.13 This is a recipe for disaster. As a
national and planetary security measure, sustainable-development aid
workers in the Third World should help people work towards limiting
livestock to land that is unsuitable for growing crops for humans.
Two thirds of the earth is now in the process of turning into desert.
Scientists estimate that this process contributes more to climate change
than fossil fuels. Most areas that are turning into deserts in the world
were previously mostly grasslands. In grasslands, large, hoofed animals
graze on the grass—buffalo, zebra, gazelles, wildebeest, etc. The grass
and the animals evolved to rely on each other. Consequently, if you take
away the grass, the hoofed animals die off. And if you take away the
hoofed animals, the grassland turns into a desert. A recent strategy for
reversing desertification involves creating or recreating grasslands on
deserts by bringing back grazing animals to fertilize the grasslands.14, 15
While we need more hoofed animals to prevent the advance of
desertification worldwide, we need a game-changer to phase out the
industrial livestock industry. Living securely and sustainably with
seven billion people now and nine billion people projected for 2050
will require limiting the production of livestock to land that requires
hoofed animals to support the ecological health of the land. Otherwise,
we need to increase plant-based food for human consumption. This
should be a central mission of U.S. funded foreign development aid.

Reassessing Our National Security Priorities
We face an increasing number of threats to worldwide stability and
our own security. In our increasingly globalized society and economy,
we are at a pivotal moment in our relationships with people around
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the world. Accordingly, we should re-evaluate the components of our
spending for national defense and re-evaluate our overall strategy for
national security.
As you might have begun to surmise by now, one of the main
Grand Bargains’ solutions is to focus more on helping people in foreign
countries using our strengths in education, health care, public health,
agriculture, infrastructure, technology, and other areas. Deterring war
and terrorism should now be mainly about partnering with people
around the world to help them develop into middle class lives. However, “middle class” will need to be redefined as omitting the emphasis
on cars and much of the non-essential consumer products.
A good example of a middle class emerging without cars or consumer goods is Cuba. As detailed in a presentation by Dr. Richard
Feinberg given at the Brookings’ Institute, up to 40% of Cuban labor
force is already operating, at least part-time in the private sector. Dr.
Feinberg gave other reasons to consider Cuba a middle class society
despite low consumption of consumer products:16
1. Income inequality is very low.
2. A World Bank study classified Latin Americans as middle class
if they had 10.4 years of education. The average Cuban has 10.2
years of education.
3. All Cubans have ready access to health care, to family planning
and contraception. Cuban women have the lowest fertility rates
in the Western Hemisphere.
4. Eighty percent of Cubans own their own homes, although many
are dilapidated.
5. Almost all Cubans have coverage by social security.
Cuban-style communism doesn’t have to be the only model for
development of an economically and ecologically sustainable middle
class society. But it does demonstrate that Third World countries can
become middle class without overconsumption and excessive pollution.
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Fortunately, U.S. citizens are especially able to partner with Third
World people to combat poverty, facilitate education, teach sustainable
farming methods, build clean drinking water systems, and promote
public health. This will foster good will towards us. This will protect
us. In this 21st Century world, helping people develop is more powerful than weapons systems and special operations team for national
defense. Greatly expanding our capacity to help people is an essential
component of a rational national security strategy. However, this does
not mean disarmament or dropping our defenses.
Waging peace should not be simply delegated to the expert diplomats of the federal government. While they are well meaning and
undoubtedly very intelligent, they have failed repeatedly. If we are to
become more secure, we must shift our emphasis on waging wars to
the hard work of winning lasting peace. As the Grand Bargains’ peace
budget recommendations for the next decade will demonstrate, the
financial cost of waging peace will be nearly as high as waging wars,
but it will not nearly as high as the cost of mutually assured destruction.

Grand Bargain #22: ACC Members to Enhance National
Security as Professional Development Workers
The Grand Bargains’ strategy for national security is to allocate $50
billion in 2016 to development aid programs run by nonprofit organizations staffed, funded, and monitored through the ACCs. Subsequently,
funding will increase over the next decade by $50 billion per year to
reach $500 billion in 2025.
Following major conflicts, after humanitarian workers have finished
providing the necessary disaster relief, development workers are vital
to help communities rebuild. Development aid may be the difference
between resurgences of war and sustainable peace. For impoverished
people that have not recently been fighting with each other or with their
neighbors, development aid can potentially stop wars from occurring.
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The budget for the Department of Defense is projected by the
Congressional Budget Office to decrease as a percentage of the GDP
over the next decade.17 Hence, the Joint Chiefs of Staff are planning
to reduce the number of men and women in military service. While
downsizing the U.S. military is laudable, threats that we may face from
hungry, uneducated, desperate people in foreign countries mean we
need to recruit more Americans to seek careers in the peace promoting
aspects of national security. The Grand Bargains’ peace offensive will
provide much needed jobs for U.S. citizens.
Sustainable-development national-security jobs should be funded
by the new consumption taxes and administered through the ACCs.
The ACC members taking these jobs will focus on helping Third World
people with agriculture, education, public health, health care, infrastructure, business, and more.
This Grand Bargains’ national security strategy will involve conservatives, liberals, military personnel, veterans, civilians, recent college
graduates, and seniors coming out of retirement. Helping people will
give us additional national security that no amount of military armaments or personnel could afford.

ACC Foreign Development Aid to
Address Climate Change
The Department of State and U.S. Agency for International Development Budget is projected to devote a mere $500 million in 2016 to
fighting climate change. We need a much bigger effort.
Realizing the failures of development aid to foreign countries in the
past, the Grand Bargains-based national security strategy will address
the major issue expressed by Third World countries at the Copenhagen
Climate Change Summit: Sustainable Development. Many groups at
that conference called for $150 billion per year in sustainable-development aid in compensation for the U.S.’ outsized contribution to climate
change.18 To answer this call for social, economic, and environmental
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justice, ACC development aid projects will focus on the underlying
causes of terrorism—poverty, hunger, ignorance, and injustice.
To train people for sustainable-development work, funds will be
provided through the ACCs to establish college majors and post-graduation master’s degrees in sustainable-development strategies. This will
increase overall education funding without increasing student debt.
U.S. citizens, some having completed these sustainable-development
degrees, will be sent to developing countries to help implement sustainable-development programs. The areas of focus will include health
care, agriculture, reforestation, transportation, education, preventive
medicine, construction, and business.
Each ACC will distribute sustainable-development funds allocated
from federal government consumption taxes to support American
ACC development aid workers going to foreign countries. ACCs may
partner with the Peace Corps or other existing Third World development organizations. They may also invest in “B” company startups (i.e.,
benefit companies having social missions, Chapter 24) to expand this
work. The funding will pay for the training and salaries of selected ACC
members as sustainable-development professionals. The funding will
also cover the cost of needed technology, equipment, and supplies to aid
in achieving sustainable-development goals in Third World countries.
Some sustainable-development professionals may have long careers in
providing development aid. Others may work for two or three years as
a service to humanity and as a duty to keep our country safe and secure.
Each sustainable-development-aid job, including training, living expenses, and aid funds to administer, will cost about $100,000 on average
per year. Compare this with the $1 million cost of deploying a soldier to
Afghanistan for a year. In 2016, this $50 billion national security initiative will produce over 500,000 permanent professional jobs.b By the end
of the first decade, helping poor Third World people climb out of poverty
will create an estimated 5 million job for ACC members.
The intent is for conflicts over water, land, and other resources to
be reduced and for economic and environmental disasters to be preb

$50 billion/$100,000 per year per job = 500,000 jobs
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vented. The dividends of such a sustainable-development program will
help in maintaining a more peaceful world.
Many current and former Department of Defense civilian and
military workers may apply to be retrained as sustainable-development
workers. Rather than the Joint Chiefs’ projected declining employment
in the Department of Defense, there will be a massive increase of
well-paying jobs over the next decade to facilitate a shift worldwide to
sustainable development as part of our national security strategy.

Grand Bargains Four Prong Strategy to Defeat ISIS
After President Obama announced in a speech September 17, 2014
on television that he was ordering air strikes on the Islamic State in Iraq
and Syria (ISIS), an NBC News/Wall Street Journal poll found that 62%
of Americans supported the decision and 68% thought that it would
not work.19
Chelsea Manning (formerly Bradley Manning, the Army intelligence officer who is in prison for sending classified documents to
Wiki-leaks) proposed a strategy to defeat ISIS that is worth considering. In an article published in the Guardian of London, she wrote:20
Attacking ISIS directly, by air strikes or special operations forces, is a very tempting option available to
policymakers, with immediate (but not always good)
results. Unfortunately, when the west fights fire with fire,
we feed into a cycle of outrage, recruitment, organizing
and even more fighting that goes back decades. This is
exactly what happened in Iraq during the height of a
civil war in 2006 and 2007, and it can only be expected
to occur again.
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Instead, Manning suggests a strategy of containing ISIS over a period of time while their barbarity and brutality work against them. She
concludes by saying,
… the world just needs to be disciplined enough to
let the ISIS fire die out on its own, intervening carefully
and avoiding the cyclic trap of “mission creep”. .. ISIS is
wielding a sharp, heavy and very deadly double-edged
sword. Now just wait for them to fall on it.
In a report on ISIS, the United Nations called for a political rather
than military solution to the terror. It called for us to
“Reach a sustainable solution to the ongoing armed
conflict in Syria through an inclusive and Syrian-led
political process…recognising that the lack of a political process has allowed extremism to fester, the international community and the Syrian Government cannot
further delay this process…”21
Notably, the U.N. report did not condone the bombing and droning
of ISIS targets by the U.S. or even address American involvement in
the war with ISIS. It did not call for U.S. or other countries to commit
ground troops to fight ISIS.
Indeed, our involvement in yet another war in the Middle East plays
into the hands of the terrorists. It helps greatly in recruiting more jihadists. Paradoxically, our militarism hurts many of the people we claim to
want to help. Most military analysts and other Americans believe that
our war with ISIS is unwinnable without deploying American boots
on the ground. If hundreds of thousands of U.S. boots on the ground
in Iraq could not win that war, committing ground troops to another
Middle East war will be counterproductive and lead more Third World
people to hate us. We need a better plan.
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First, we must learn about the history and motivations of our new
enemy. As cogently laid out by New York Times columnist Thomas
Friedman,22 the aim of Islamic State or ISIS militants is not to invade
the U.S. or foreign countries—at least not now—but to spread and
impose its extremist concepts of Islamic society on people in Iraq and
Syria. The puritanical and intolerant religious ideology of Wahhabi
Islam that they espouse is attracting Muslim youths worldwide through
social media.
However, ISIS extremism goes far beyond religious ideology. It
originates with the complex, interconnected social and economic problems throughout the Middle East. Those problems include underdevelopment, sectarianism, lack of educational opportunities, oppression of
women, and poverty. ISIS has capitalized on all these issues. Although
the extremist ideology appeals to very few Muslims, ISIS militants have
taken advantage of a power vacuum in parts of the region due to the
long-standing wars in Iraq and Syria. Poor, uneducated, angry youths,
resentful of enduring ridicule from the rest of Muslim society, have
joined with ISIS to fill that power vacuum. Expressing their long-held
resentment over their feelings of inferiority, they terrorize local people
with whom they have had long-standing grudges.
Will air attacks with bombers and drones address the resentments
of these ISIS militants towards their own, mostly Muslim, neighbors? I
don’t think so. If anything, our attacks will radicalize more disaffected
youth.
The Grand Bargains’ strategy to defeat ISIS has four components:
1. rather than continuing aerial bombing or launching a counterproductive U.S. military ground war in Iraq and Syria, contain
and isolate ISIS until it becomes unpopular even among extremist ideologues,
2. become petroleum independent by taxing fossil fuels and reducing non-renewable energy consumption by 30% (Chapter 22),
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3. ramp up the humanitarian relief projects in the areas surrounding ISIS held territories and in Palestine, and
4. hire hundreds of thousands of ACC members as development
workers to help people around the world.
While containing ISIS and waiting for it to burn out on its own is
required initially, it is not nearly enough to win against ISIS or against
the spread of terrorist ideologies.
More than ever, our national security depends on stopping our dependence on foreign petroleum, especially from the war-torn Middle
East. The U.S.’ becoming energy independent is essential to combating
the perception of Americans as overconsuming exploiters of people in
other countries. This energy conservation component of the war on
terror must be fought by all Americans, led by legislators enacting the
Grand Bargains’ proposed tax on non-renewable energy (Chapter 22).
Finally, we need to be seen as helping people around the world
rather than engaging in constant wars that primarily hurt civilians.
Initially, we need to mount major increases in humanitarian aid going
to the areas surrounding ISIS-held territory. Refugee camps should be
supported in Iraq, including the Kurdish regions, Saudi Arabia, Turkey, Lebanon, Egypt, and Jordan. As of October 2014, nearly 4 million
people are refugees registered by the United Nations. Donations to
meet the needs of those people are about $2 billion short of the amount
required.23
With the long standing crisis in Palestine again escalating in 2014,
the United Nations estimates that there are now about 5 million internally displaced refugees in Gaza and the West Bank.24 The UN budget
for humanitarian relief in this area is only about $700 million per year.
An additional $300 million has been requested because of the injuries
and destruction in the 50-day war between Israel and Hamas in the
summer of 2014. Repairing the infrastructure damage in the Palestinian
territories from the war has been estimated to cost about $7 billion.25
Humanitarian and development aid in these two areas of the Middle
East might initially cost in the range of $10 billion. As a major part
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of the U.S. National Security strategy, we should supply the necessary
funds for the humanitarian and development aid required for these
refugees. This is critical to our restoring our image in the Middle East
and the world, and it is the right thing to do. Aiding people in these two
critical areas will be a down payment on the Grand Bargains’ proposed
development aid for Third World countries that is crucial to combating
jihadist terrorist ideologies.

Conclusion
As has become increasingly clear, our budget-busting military
spending on optional wars has not brought us the sought after national
security. We need a new approach to national security in this age of
terrorist threats fueled by widespread anti-American sentiment. We
can become safer by helping the poor in underdeveloped countries to
sustainably develop their systems of agriculture, education, health care,
and infrastructure construction.
By sending millions of sustainable-development teachers, engineers, health workers, and farmers to Third World countries, Americans will not be disliked but rather seen as people who help the poor
and disadvantaged. In 2016, a $50 billion investment in development
of impoverished countries will employ at least 600,000 Americans in
meaningful, well-paying jobs. It will combat the attraction of jihadist
ideologies. Helping impoverished people rise toward more comfortable, secure lives—especially educating girls—will tend to reduce
unsustainable planetary population growth that also threatens our
security. Leadership by the U.S. in development aid to the poor of the
world will also foster humanitarian and development aid by people
from other countries.
In part, out of our own self-interest in preserving our national security, we can lead the development of people from impoverished nations
to the post-carbon, prosperous world that we all want to peacefully share.
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Chapter 18

ACC-Based Medical Insurance Reform

I

underwent an orthopedic surgical procedure in 2009, requiring an
overnight stay in the hospital. In the months that followed, the stack
of Anthem Blue Cross explanatory statements and medical bills arriving grew to at least a quarter inch thick. The assistant surgeon, whom I
never met, sent a bill to me for a co-payment of $384.41 after Blue Cross
paid him $1537.65 for his two hour’s work. I reluctantly paid the bill
after several invoices and a threat to send the bill to collections. About
three months later, Anthem Blue Cross informed me that the assistant
surgeon overbilled the insurer, so I was due a refund of $175.35. The
surgeon’s office had incorrectly used a “billing code modifier” indicating that he was the main surgeon.
I spent no less than three hours on the phone speaking with six
unhelpful insurance bureaucrats and office workers over the next two
weeks to actually collect the refund. None of them was empowered
by their company to resolve the problem. It would have been futile to
lodge a complaint against these workers, so I didn’t write their employers. Our system of providing medical insurance was the problem, not
the workers.
Angela Braly, the CEO of WellPoint, the parent organization of
my insurer, earned almost $10 million in 2009.1 That equates to about
$5000 per hour. Obviously, her time is much more valuable than mine.
Something is wrong with this picture.
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The Employer Mandate—Bad Medicine
There are many things wrong with employers paying for health care.
Employers’ bearing the cost of employee health care insurance significantly decreases the international competitiveness of U.S. businesses
and increases the trade deficit. Employers’ tax deductions for medical
insurance of workers unfairly favors insured employees of large corporations and government agencies over employees of small businesses,
workers that buy insurance individually, and the medically uninsured.
The government loses hundreds of billions of dollars in taxes because
health care insurance is a deduction for employers. The tax write-off
means that the government subsidizes expensive plans (i.e., Cadillac
insurance for the wealthy) more than less expensive plans.
In large part, the high cost of employee health insurance together
with tough international competition led to the dramatic fall of automobile companies in the Great Recession. Unsustainable employee
health care and other benefit obligations contributed to the bankruptcy
of General Motors and Chrysler. Up until the bankruptcy of General
Motors in 2009, the health care benefits of retired workers’ diverted billions of dollars from developing new models and added $1,400 to the
cost of each car compared with those made by Asian and European car
makers.2 For many U.S. companies, health care costs continue cutting
into profits, curtailing hiring, and limiting expansion possibilities.
According to health care policy analysts from a spectrum of political viewpoints, employer-based health insurance is unraveling.3, 4 Many
health policy experts and a consensus of business and labor interests
want a comprehensive game plan to replace the current, employerprovided health care system.5, 6 The Obamacare plan did not address
getting rid of employer-based health care.
ACC-based health reform will spare employers the approximately
$700 billion they are projected to pay for health insurance policies for
their employees in 2016.7 This will spur competitiveness of U.S. industries, provide investors more predictability with asset returns, and
increase jobs.
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The Insurance Company Dilemma
Americans direct much anger to medical insurance companies
about problems with health care cost, treatment denials, mind numbing
paperwork, quality of care, and access to providers. The public anger
about underwriting practices and determinations of benefit packages
by insurance company bureaucrats is understandable, but misplaced.
If one insurance company insures too many high-risk patients and
approves too many services, the high premiums required combined
with the fierce competition from other companies will drive it out of
business. The broken health care system itself, rather than the symptom
of rapacious insurance industry employees, drives our system’s extraordinary administrative burden and deprives millions of appropriate
health services.
Of our projected cost of personal medical insurance premiums in
2016, insurance company underwriting, billing, claims adjudication,
marketing, taxes, lobbying Congress, executive compensation, profits,
and other expenses will consume about 19%a ($224 billion).8 Health
care administrative services by the government will add approximately
another $47 billion. However, a blizzard of insurance company paperwork flooding health services providers and patients will account for
most of the outsized $1 trillion+ we are projected to spend in 2016 for
medical administration.8, 9
A health care reform proposal by the Physicians for a National
Healthcare Program would entirely eliminate the private health care
insurance business. It would substitute government-run single-payer
health care. According to Health Care for America Now, a governmentrun single-payer system would shift $300 billion to $400 billion from
administration to health services providers—theoretically enough to
cover the uninsured.10 However, more money for health services providers would not necessarily improve health outcomes.
a About $224 billion will go for insurance company overhead out of $1156 billion
(19.4%) in private insurance premiums projected for 2016
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We know from Medicare regional comparison data that lowspending regions have as good or better outcomes as high-spending
regions.11 If we adopted a government-run single-payer system, the loss
of jobs for over a million medical insurance industry workers would be
devastating for those people and the economy. We need to do the right
thing for patients and insurance industry workers. The collection and
distribution of trillions of dollars for health care services for patients
requires financial professionals like those now working for insurance
companies and government agencies.
Current pressures on the insurance industry include integrated
health care systems like Kaiser Permanente, self-insured corporations,
and competition from alliances of doctors and hospitals.2 Health plans
from insurance companies lost members because of the Great Recession. Insurance companies will also lose customers because Obamacare
cuts funding for the Medicare Advantage program that allows almost
11 million people on Medicare to receive additional services through
private insurance companies.
For medical insurance companies to become part of fixing our
broken health care system, they need to insure all U.S. residents while
dramatically cutting the paperwork and cost per person insured. To
do that, our way of insuring people for health care needs to change
fundamentally.

ACC Administration Utilizing Private
Financial Services Companies
With ACC-based health care, private insurance companies will
function much differently. Instead of covering about 180 million people as they do now, these companies will cover nearly all 329 million
people residing in the U.S. in 2016.12 However, they will not determine
who will be enrolled in an ACC or what will and will not be covered
by insurance. They will no longer do underwriting, marketing, sales,
- 310 -

acc-based medical insurance reform
and claims adjudication. These functions add way too much to medical
insurance overhead.13
Instead of performing activities related to approving and denying
patients for coverage and determining what medical interventions will
be reimbursed, insurance companies will be replaced by ACC-affiliated
financial services companies. Customers of the new financial services
companies will be the ACC practices rather than employers, individual
patients, or government agencies. Accordingly, displaced insurance
company employees will be retrained in other functions. The former
insurance company employees will take on new roles with duties that
encompass:
1. receiving revenue from the government, patient premiums, and employers (private pension contributions,
Chapter 23);
2. processing payments for health care, preventive medicine, social services (Chapter 10), legal services (Chapter 11), educational services (Chapter 16), and financial
services (Chapter 24) to ACC employees, contractors,
and members as directed by ACC management;
3. disbursing Social Security and pension funds to ACC
members (Chapter 23);
4. processing disability payouts to ACC members (Chapter 19);
5. paying all other bills incurred by the ACCs;
6. transferring funds to ACC-affiliated credit unions and
asset management companies (Chapter 24).
The financial risk management functions of the insurance companies will be transferred to the managers and staffs of each individual
ACC. ACC managers will employ the actuaries and accountants to
monitor revenues and expenditures in order to advise ACC decision
makers about the relationship of the projected costs of services to be
delivered to members and the financial resources at hand. From that
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information, ACC leadership in collaboration all stakeholders will
decide what medical, social, and other services to provide in the future
and whether to adjust member premiums up or down.
The distribution of federal safety-net and social insurance funds
will also be shifted from federal government social services agencies
to ACC-affiliated private financial services companies. These financial
services companies will not succeed solely by maximizing returns on
their financial services. To stay in business, the new ACC-affiliated
financial services workers will compete by enacting strategies that
optimize benefits to ACC members.
Health care and social services will become seamlessly coordinated
as well as financially integrated. The financial administration of these
social services by the ACC-affiliated insurance companies will allow
more money to go to human services and less to bureaucracy.

Financial Services Companies and Researchers Monitoring
Health Interventions, Outcomes, and Costs
As mentioned in Chapter 8, medical effectiveness research must
expand far beyond randomized controlled trials involving a relatively
small number of patients and few medical research questions. The
whole health care system and each component part must be continually
analyzed by keeping track of health services provided, costs, and health
outcomes. With recent advances in online information technology, we
now have the capacity to monitor and analyze health services data in
real time.
With ACC-run health care, financial services companies will
assume the roles of assuring transparency and accountability in the
allocation of funds. Statisticians and other scientists in the public and
private sectors will analyze the data gathered on services rendered,
health and other outcomes, and costs, assuring that patients will not
be individually identified. With this information, specific health care
and safety-net interventions and individual ACC practices can be
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compared. Practicing doctors, researchers, and others performing
comparative effectiveness research will promote continuous quality
improvement. People wishing to opt out of having their data used for
research may do so by paying slightly higher premiums.
The ACC-affiliated financial services companies along with health
services researchers will need to do the following:
•
•

•
•

•
•

•

Itemize the medical diagnoses, health risk factors, and social
risk factors
Detail the up-to-date basis for a risk-adjusted allocation of
federal health and social insurance funds (i.e., accounting for
medical diagnoses, age, sex, socio-economic factors, and other
insurance payment determinants)
Receive any charitable donations to the ACC
Report the types of interventions utilized and funded to address
the health issues (sickness care, health promotion, long-term
care, social determinants of health etc.)
Determine the cost of interventions to address medical problems, health risks, and social determinants of health
Within each ACC, assess the health outcomes of all patients
individually, those in various demographic categories (gender,
age, location, income, etc.), and disease categories (cancer, diabetes, etc.) and those of each PCP’s practice
Analyze the relationship between the health and social risk factors, the medical and social interventions, the health and social
outcomes, and the costs of treatment.

The major new functions of financial services companies regarding
cost transparency and data collection (e.g., health interventions and
outcomes) will require retraining of potential employees. The former
insurance company workers from underwriting, billing, customer service, and marketing will be ideal candidates to move to these new roles.
Additionally, displaced insurance industry workers can find employment as actuaries within upper management within ACCs.
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Competition Between ACC-Affiliated
Financial Services Companies
The price for financial services company services will be determined by competitive bidding. Indices of insurance company performance will be developed (e.g., promptness and accuracy of payments,
precision of data collection and analysis, etc.), which could determine
financial bonuses or penalties designed by the ACCs to foster competition between financial services companies.

Government Funding for ACCs to be Based on Riskadjusted Determinations
Based on a patient’s age, sex, medical diagnoses, socio-economic
factors, and cost of health care in recent years, U.S. Department
of Health and Human Services (HHS) experts will determine a fair
amount of risk-adjusted insurance money to allocate to the patient’s
chosen ACC. The Johns Hopkins Adjusted Clinical Groups Case-Mix
System will be an excellent tool to use for this purpose, because its
ability to predict future health care costs has been validated over tens
of millions of patient-years of analysis.15
Premiums, risk-adjusted by age, and revenue from federal agencies—risk adjusted by socio-economic factors—will vary widely. For an
employed, healthy 25-year-old person, the ACC will receive only about
$3910 in 2016 from the person’s health insurance premium. However,
for a kidney dialysis patient or an Alzheimer’s disease patient requiring
24-hour per day care, the ACC may receive up to $100,000 per year
from the HSS in addition to any health insurance premium.
Options for ACC practices to keep from exceeding the global budget (i.e., the sum of all health care insurance premiums and federal
government risk-adjusted patient funds) include:
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•
•
•
•

building up financial reserves;
making wise investments in their communities (e.g., homes,
businesses, etc., Chapter 24);
insuring at least 100,000 people per ACC where possible to
spread the risk; and
involving ACC member representatives on committees to advise what services to cover and which to limit (All members will
be able to vote to elect the representatives).

ACC members and staff will be making all financial determinations
about their health, welfare, and other services. Until now, these decisions have been made for everyone in one-size-fits-all fashion by legislators, government bureaucrats, and insurance company executives.

Integrating Disability, Unemployment, and Workers’
Compensation Benefits into ACCs
Most of the disability claims projected to be paid in 2016 will be
through government programs—Social Security disability,16 workers
compensation,17 and Veterans Administration disability benefits.18 The
bureaucratic processes in these overlapping disability systems leads
to frustrating delays and unwarranted denials on the one hand, and
unjustified wasteful payment allocations on the other.
As mentioned in Grand Bargain #18 in Chapter 1 and detailed in
Chapter 10, we should combine all these overlapping disability programs and assign ACC providers and ACC-affiliated financial services
companies to manage them. PCPs will determine which enrollees are
disabled and what disabled members can still do. Accordingly, ACCaffiliated financial services companies will administer all disability
claims.
ACCs will end the chaos of the current workers’ compensation system by ACC providing all the medical care and ACC-affiliated financial
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services companies providing the indemnity payments.b19 Government
bureaucrats, private and public insurance programs, and the courts will
no longer be involved.
Instead of employers’ paying for workers’ compensation and unemployment benefits, funding will come to the ACCs from the federal
government collections of the new consumption taxes (Chapters 21
and 22). Social Security Disability payroll taxes will continue to be collected and deposited with the federal treasury. All of Social Security
payroll taxes will be distributed to the ACC-affiliated financial services
companies as the ACCs take over the administration of Social Security
for their enrollees (Chapter 23). Substantial bureaucracy, duplication,
and litigation will be avoided. People wanting supplemental disability
insurance—perhaps to protect high incomes—can buy it on the insurance market.
Each ACC will hire appropriate advisors and consultants (e.g., attorneys specializing in health law) to determine appropriate indemnity
payments in workers’ compensation and other disability cases. ACCs
will utilize their affiliated financial services companies to administer
the delivery of indemnity payments going to those members with
work-related illnesses or injuries.
With ACCs administering disability benefits, workers’ compensation, and unemployment benefits, ACC services-providers will have
strong incentives to find jobs that disabled people can do (Chapter 12).
Savings on these social insurance expenditures will go to additional
ACC services and/or reduced ACC health premiums.
Summarizing the above, the financial administration of all government health insurance programs (i.e., Medicare, Medicaid, Veterans
Administration Health Care, Military Health Care, Children’s Health
Insurance Program, Indian Health Service, and Obamacare), welfare
(e.g., Food Stamps, Housing and Urban Development), and social inb In 2016, U.S. employers will pay about $40 billion for worker’s compensation
insurance—$14 billion for medical care, $10 billion for indemnity payments (money
compensating people for inability to work due to temporary or permanent disabilities),
and $16 billion for overhead (underwriting, case management, court costs, attorneys,
dividends)
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surance programs (disability, workers’ compensation, and unemployment) will be shifted to the ACC-affiliated financial services companies.
The financial services companies will administer health care and social
insurance funds from both public and private insurance sources. This
will eliminate many government administrative functions done inefficiently because of the multiplicity of government health agencies and
insurance programs.

The Role of Government Regulators
The federal government’ health care, welfare, and social insurance
administrators’ new roles will be limited to the following:
•
•

•
•

•

•

collecting revenue from income taxes on high earning individuals and new consumption taxes (Chapter 21);
distributing risk-adjusted block grant funds from the government for health care to private ACC-affiliated financial services
companies;
dispersing welfare revenue to ACC financial services companies—money for food, housing, general assistance, etc.;
allocating money to ACC financial services companies for
social insurance programs—disability, workers’ compensation,
and unemployment;
distributing federal revenue to ACC financial services companies for other human services agencies (e.g., Department of
Labor, USDA, etc., Chapter 19);
receiving and analyzing data from ACCs on (1) member risk
factors, (2) health and safety-net services provided, (3) costs,
and (4) health outcomes.

Electronic medical and financial records will simplify claims
processing and eliminate excessive redundancy in public and private
insurance programs, saving money.
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The new responsibilities of federal health agency scientists and
actuaries concerning data on health and human services, costs, and
health outcomes will be considerable. The funding for government
health care administrative services will remain as projected at about
$53 billion for 2016.14

Medicare Payroll Taxes and Premiums Replaced by
Consumption Taxes
With Grand Bargains-based health care, Medicare patients will become ACC patients in a single expanded health care and human services
system. In place of Medicare payroll taxes for workers, premiums for
recipients (Medicare Part B and D), and “health fees” in states; targeted
consumption taxes (Chapter 21) will cover those costs.c ACCs will receive risk-adjusted block grants by the federal government. For people ≥
65 years old or disabled, ACC premiums will go down in consideration
of having paid Medicare payroll taxes. However, ACC premiums costing
seniors about $480 per month will offset the following costs:
•
•

costs of the Medicare supplemental premiums (B and D): about
$1600 per year (Chapter 25),21, 22
supplemental insurance for co-payments, deductibles, and
other charges (i.e., Medigap insurance): about $3000 per year
(Chapter 25),23

c The 2.9% Medicare tax on wages is projected to cost employees and employers
about $250 billion in 2016 (Table 2 from Chapter 1).20 This is only about 1/3rd the cost
of Medicare payouts. The rest of the money comes from the general fund. Likewise,
seniors will no longer pay the Part B Medicare premiums of $104.90 per month21 or
Part D premiums for drug coverage averaging about $30 per month (totaling about
$70 billion in 2016).22 At the state level the $150 billion in health fees will be eliminated
in 2016 (Tables 1 and 2 from Chapter 1). With ACC-based health care, these taxes and
premiums, totaling $470 billion in 2016, will be replaced by consumption taxes (Table
3 from Chapter 1 and Chapter 21).

- 318 -

acc-based medical insurance reform
•
•

adding long-term care coverage (Chapter 6): $2800 per year,
and
dental care coverage (Chapter 6): $400 per year.

ACC Individual Health Insurance Premiums
With the shift to ACC-based medicine, the overall cost of personal
health care will remain indefinitely as projected for 2016 at about $3.3
trillion ($1.6 trillion from the government and about $1.7 trillion from
private sources).
Out-of-pocket health care costs, paid by patients in addition to
health care premiums, will decrease from about $361 billion projected
for 20167 to roughly $100 billion. This will be done by shifting about
$261 billion of out-of-pocket funds into the ACC health insurance
premiums paid by ACC members. Out-of-pocket costs will go down
because (1) 50 million more people will be insured, (2) people will
choose ACCs that cover the services that they want, and (3) ACCs
will compete to keep out-of-pocket expenses low. This will assure that
people will not need to go into debt to pay the deductibles and copayments and other charges that insurance does not cover.
Most health services will be provided without co-payments or
deductibles. However, if directed by the ACC staff, financial services
companies will bill patients for co-payments for covered services (e.g.,
for brand name prescriptions selected instead of generics). Health
services not covered by a patient’s ACC will still be paid by the patient.
Policies concerning co-payments, deductibles, and other out-ofpocket health care costs for ACC enrollees will depend on the individual ACCs that people choose. As an example, for a family of four,
instead of $4400 as projected for 2016 for out-of-pocket co-payments,
deductibles, and non evidence-based alternative care,14 the cost will be
roughly $1200 for that average family. Most families and individuals
will have no out-of-pocket costs.
ACCs will charge enrollees individual health insurance premiums,
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which will also cover all the other ACC services. The payment of these
premiums will result in the required private funds of $1.7 trillion for
financing of health care services ($1.6 trillion for premiums and $100
billion for copayments, uncovered care, etc.). The rest of the ACC revenue will come from the federal government. As is shown in Table 1,
the premiums will go up with age; just as health care costs increase as
we get older.
These initial premiums include paying for all the administrative
inefficiencies and the unnecessary tests and treatments that have crept
into our health care system. To drive down premiums while improving
quality of care, ACCs will compete to introduce bureaucratic efficiencies and to eliminate unnecessary tests, and treatments.
Table 1. Individual health care premiums to operate ACCs in 2016
Premium
per year $

Number in
age group
(million)

Revenue
generated
($ billion)

Child 0-17

2910

78.7

229

18-24

3430

32.4

111

25-29

3870

22.2

86

30-39

4900

42.0

206

40-49

5720

45.1

258

50-59

6870

45.7

314

60-64

7720

18.7

144

65 and up

5730

44.2

253

Age

Out-of-pocket costs

308 (mean)

Totals

5170 (mean)

100
329

1700

For instance, if decision-makers of an ACC decided not to offer
any of the medical tests and treatments that I found not to be beneficial
(Chapter 8, Table 1) and pass the savings along in lower premiums, the
cost for that ACC could be under $1200 per year ($100 per month)
for children and under $2400 per year ($200 per month) for young
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adults. Reducing administrative costs could lower premiums further.
Premium costs will also depend on the health care benefits packages
chosen by ACC members.
These premium rates will initially generate $1.6 trillion of the
status quo $1.7 trillion for personal health care only if there is nearly
full employment of a greatly expanded work force. People will need to
be able to afford to pay the premiums. As detailed in Chapter 12, the
Grand Bargains plan will increase those employed by at least 40 million
workers, leaving no more than 2% unemployed of the expanded work
force. No more than about $20 billion for premiums will need to be
paid from ACC social assistance funds.d
For a couple in their 40s with two children receiving employer
based insurance, the predicted Grand Bargains-based health care
premium compares well with the current cost of the average medical
insurance premium (i.e., status quo care: $24,334 projected for 20168,
24
versus ACC care: $17,260). The reduction in out-of-pocket costs by
70% will add to the savings. To afford these ACC health premiums, one
of the couple might be employed full-time by the ACC in parenting
their young children, receiving about $31,000 per year.
The linking of the administration of health care and other human services through ACCs allows for flexibility, innovation, fairness and, if needed, for helping people with the cost of health care
insurance premiums.

Philanthropic Spending on Personal Health Care
Philanthropists will donate about $25 billion to personal health care
services in 2016.25 ACCs should compete for these targeted donations.
Practices with disproportionately large numbers of people in poverty
might attract more of the charity funding. As ACCs develop and prod 0.02 (< 2% unemployment goal) x 177.6 million (157.6 million (current civilian
labor force) + 20 million (parents and carers added to the official labor force)) ≤ 3.6
million goal for unemployed. 3.6 million x $5500 (average premium of working age
adults) = $19.7 billion
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vide various benefits to many people, more philanthropic donations
may ensue, particularly ACC members donating to their own ACCs.

Summary and Conclusion
In our broken health care system, private health insurance industry
workers perform the important tasks of collecting and distributing
health care funds for about 180 million people. With ACC-based care,
private health insurance companies will become financial services
companies. They will individually affiliate with ACCs and collectively
add to those covered by health insurance to include almost all U.S. residents. Almost everyone will choose to join an ACC because ACC will
employ at least 60 million people (i.e., about one-third of the economy)
and will provide many social and other services besides health care.
Deciding how to allocate health insurance funds will not reside with
ACC-affiliated financial services companies. Instead, the allocation of
ACC funds for enrollees will become the responsibility of ACC patientcentered medical homes with input from ACC management, which
will take into account the interests of all stakeholders.
Multiple government-financed and -run health insurance programs
will also be shifted to ACCs (e.g., Medicare, Medicaid, Veterans Health
Care, etc). Likewise, multiple federal and state social services programs
(e.g., Food Stamps, Housing and Urban Development, unemployment
benefits, women and children services, etc.) will become administered
by ACCs. The HHS will assume the new roles of distributing the riskadjusted health insurance and welfare funds to ACCs as block grants.
HHS will also collect and analyze data from ACCs on services rendered
and clinical outcomes regarding health and social indices.
The integration of multiple health and social services programs
(private and public) within competing ACCs will lead to lower overall
administrative costs, expanded services, and lower premiums. And,
needless to say, better public health and happiness.
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Several million health care administrators will become redundant
because of the consolidation of health care and welfare within much
more efficient and less bureaucratic ACCs. It will be the responsibility of the ACCs to retain these people for other jobs and find suitable
employment for them (Chapter 12).
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Payment Reforms

W

hile teaching and practicing at the Los Angeles County +
University of Southern California Medical Center (LA County
+USC Medical Center), I directed the “Pain and Palliative Care Service” service for terminally ill cancer and AIDS patients. In doing this
work, I found that educating physicians, nurses, and other health care
workers about the hospice philosophy and techniques is not enough.
While high-tech futile treatments of end-stage patients are lucrative,
palliative care is not. We need to change the financial incentives favoring the common practice of favoring excessive high-tech treatments at
the expense of neglecting the approach of pain-and-symptom management (Chapter 5).
At my hospital, I began to notice the pattern in the administration’s treatment of my own service. The many administrative obstacles
I encountered when actually improving palliative care of poor people at
LA County + USC Medical Center seemed to be linked to the hospital’s
financial bottom line. In 1995, I found that Medicaid paid my hospital
about $2200 per day for acute care. Medicaid paid about $100 per day
for home hospice care. Even that money went to an outside nursing
agency rather than to the hospital. My Service treated about 400 cancer
and AIDS patients that year. Our treatments and outpatient follow-up
care in conjunction with home hospice nurses and social workers reduced patient time in hospital by an estimated 10 days per patient (4000
total days per year). Consequently, our service cost the hospital almost
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$9 million in potential Medicaid funds per year.a Our Service received
no Medicaid reimbursement for any of the 150 outpatients on home
hospice programs that we followed at any given time. By instituting
state-of-the-art hospice and palliative care services for all terminally ill
patients in all six LA County Department of Health Services hospitals
would have lost the County hundreds of millions of dollars in potential
Medicaid revenue.
Because of a financial crisis, the hospital closed the Pain and Palliative Care Service in 1995. The hospital’s financial wellbeing trumped
the wellbeing of end-of-life patients. Patients reverted to having longer
hospital stays and too frequently endured poor treatment of pain and
distressing symptoms. Medicaid reimbursement per acute-care hospital
day subsequently rose to $3800, worsening the already huge financial
incentive to choose inappropriate heroic treatment for terminally ill
patients over hospice and palliative care.
The hospital administration was to blame for the dysfunctional system. Medicaid paid the hospital $3800 per acute-care-day and nothing
for out-of-hospital days. Within the dysfunctional payment scheme,
economic necessity led hospitals, including LA County + USC Medical
Center, to reward physicians in proportion to the beds they filled.

Competition Between Hospitals to Maximize Profits Fosters
Overutilization of Hospital Beds—Duh!
The overutilization of acute care beds for futile treatment of terminally ill patients is widespread throughout the country. Dartmouth
researchers found an almost 5-fold variation in the amount of physician time utilized in managing patients during their last six-months of
life.1 More in hospital time managing end-of-life patients means more
intensive care days, more breathing machines, and more other higha 400 terminally ill patients x 10 days less in hospital per patient = 4000 acute care
days billable to Medicaid. 4000 days x $2200 per day = $8.8 million
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tech procedures that may not benefit the dying. Los Angeles, where I
practiced, ranked third highest in the country in end-of-life spending.2
I came to see a systematic pattern throughout other hospital services, encouraging unnecessary days in hospital for economic reasons.
The rampant over-hospitalization at my hospital led me to audit my
own inpatient internal medicine service for the month of February
1998. My 104 admitted patients averaged 5.1 days in hospital. Patients
from the other 11 internal medicine services averaged 6.9 hospital
days. Still, many patients on my service had unnecessary acute care
hospital days, and waited days for transfers to specialty wards, tests,
consults, and other services. Based on this audit, I recorded that 44%
of the days of internal medicine patients at LA County + USC Medical
Center were medically unnecessary.3
Efficient utilization of acute care hospital beds throughout the
entire six hospitals of the LA County Department of Health Services
would have bankrupted the Health Department. Indeed, the loss of
hundreds of millions of dollars from Medicaid would have bankrupted
LA County. Administrators from Medicaid (federal and state) and my
hospital were not responsive to my pleas to fix their broken reimbursement system.4
My case at LA County + USC Medical Center is not unique. Veterans’ Administration employee whistleblowers were ignored for years
before the very long waits of veterans for psychiatric and other health
services came to the attention of the public in 2014.5

Doctors Too Need Health Care Payment Reform
Doctors themselves pay a high price for the culture of medicine
that focuses too much on money. Practicing cardiologist Dr. Sandeep
Jauhar described the financial pressures on specialists in a telling essay
published in the New York Times.6
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It is doubtful that doctors and other medical professionals will voluntarily cut their own income (even if
some of it is generated by profligate spending). . . .The
rising commercialism (of medicine), driven in part by
increasing expenses and decreasing reimbursement, has
obvious consequences for the public: ballooning costs,
fraying of the traditional doctor-patient relationship.
What is not so obvious is the harmful effects on doctors themselves. We were trained to think like caregivers, not businesspeople. The constant intrusion of the
marketplace is creating serious and deepening anxiety
in the profession.
Dr. Jauhar went on to observe some consequences of the increasing
financial pressures on doctors and hospitals: “Supply often dictates demand.… And yet the consequences of this commercial consciousness
are troubling. Among my colleagues I sense an emotional emptiness
created by the relentless consideration of money.”
Dr. Pamela Hartzband and Dr. Jerome Groopman, physicians at
Beth Israel Deaconess Medical Center in Boston, expressed a similar
sentiment in a commentary for The New England Journal of Medicine.7
. . . Price tags are being applied to every aspect of a
doctor’s day, creating an acute awareness of costs and
reimbursement. . . . The balance has tipped toward market exchanges at the expense of medicine’s communal
or social dimension. . . . Physicians are now routinely
provided with profit-and-loss reports reflecting their
activity, and metrics are calculated to measure the costeffectiveness of their work.
The reformed health care system should incentivize physicians to
focus primarily on patient care rather than on maximizing profit. This
means finding ways to pay doctors for good quality of care and health
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outcomes rather than merely the volume of services rendered. You
might ask if doctors that make outsized incomes due to our dysfunctional health care system would fight tooth and nail against reform. In
reality, doctors are often beaten down by the system and so unhappy
that they desperately want true reform.

ACCs and Affiliated Financial Services Companies—
$6 Trillion Enterprises in 2016
Financial services companies contracting with ACCs will receive
enrollee health insurance premiums and government funds for health
care, social-safety-net services, and social insurance. Fully incorporating health care together with social services and other human services
requires integrating the funding of all these services. The financial
services companies will distribute the funds to all providers according
to the orders of ACC decision-makers. Because of the wide ranging
services to be provided by ACCs, the financial services companies will
receive several sources of funding. The sources of about $6 trillion in
revenue for the ACCs—managed by their financial services partners—
in 2016 are presented in Tables 1 and 2 below.
Of these funds, about $4.26 trillion will be revenue for health
care and human services for ACC members (Table 1). Table 2 shows
the remaining $1.72 trillion that will be allocated to Social Security
disbursements to seniors and disabled people, and to ACC-affiliated
credit unions and savings and loan banks for loans to ACC members.
With Grand Bargains-based reform, about one-third of the economy
will be managed by private, competing ACCs through their affiliated
financial services companies, credit unions, and savings and loan banks
(Chapter 24).b

b $5980 billion (total revenue of ACCs) / $17,905 (projected GDP in 2016) = 0.335
(≈one-third)
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Table 1. Funds to be Administered by ACC through
ACC-Affiliated Financial Services Companies
Purpose of funds

Source of funds

$ billions

Health care, preventive medicine, and
alternative treatments8 (Department of
Health and Human Services (HHS))

Federal consumption taxes

1606

Health care, preventive medicine,
and alternative treatments8

Premiums from
ACC members

1607

Welfare funds for need-based purposes
(food, shelter, etc., HHS Chapter 10) 9

General federal tax revenue
/various federal agencies

500

Unemployment insurance9
(Department of Labor)

Federal consumption
taxes (replacing employer
contributions)

140

Workers’ compensation10 (from employers) Federal consumption
taxes (replacing employer
contributions)

40

Stimulate employment ( Department of Labor)11, 12

Federal consumption taxes

64

Support for farmers ( Department of Agriculture)13

General federal tax revenue

25

Supplemental education programs
(Department of Education)11, 14

General federal tax revenue

73

Reduce student debt for higher
education (new expenditure)

Federal consumption taxes

50

Veterans benefits and social
services other than health care14
(Veteran Affairs Department)

General federal tax revenue

104

Foreign development aid (new expenditure)Federal consumption taxes

50

Totals

4261
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Table 2. Funds to be Administered ACC-Affiliated Credit
Unions/Savings and Loan Banks for ACC Members
Purpose of funds

Source of funds

$ billions

Funds to insure ACCs

Premiums from
ACC members

100

Social Security Trust Funds
dispersal to ACCs

U.S. Treasury

100

Social Security benefits (old
age, Chapter 23)9

Social Security
insurance taxes

901

Social Security benefits (disability, Chapter 23)9

Social Security
insurance taxes

173

Federal, state, and local government work- Federal, state, and loers’ pension fund deposits (Chapter 24)15-17 cal general funds
Private employees’ employer-sponsored
pension funds (Chapter 24)15-17

Private employers
and employees

Totals

150
300
1724

Right-Sizing Administrative Costs in Health Care
The total cost of personal health care administration in 2016 is
projected to be about $1 trillion.c The efficiencies of ACC-based health
care will initially bring the costs of health care administration down to
as low or lower than in Canada (16.7% of costs19), saving up to $500
billion in 2016. Additionally, administering the government safety-net
funding through ACCs rather than myriad federal, state, and local
agencies will efficiently redirect hundreds of billions more dollars per
year of wasted money to increasing beneficial health and social services
and to decreasing patient premiums.
Major decreases in administration costs with ACC-based health
and social services will help hospitals, medical specialists, other health
services providers, and safety-net services providers. Several million
c $3.3 trillion (personal health care services in 2016) x 0.31 (31% of health care
goes to administration18) = $1028 billion
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health sector employees will become redundant due to streamlining
health care bureaucracy. As mentioned in Chapter 1, health care administration now requires 810 financial managers per $1 billion of revenue
verses 50 financial managers for other businesses.20 By switching from
largely fee-for-service medical treatment administered by multiple
insurers to ACC-based care in a competitive health care market, health
services will require about the same number of financial managers per
$1 billion revenue as other businesses. This will mean that many of
redundant administrators will be in the realm of health care related
financial services.d
It will be the responsibility of ACCs to retrain redundant medical
administrators in other occupations and to find them jobs (Chapter 12).

Health Care and Welfare Spending Priorities
Federal government health care spending for things other than personal health care (e.g., research and public health) will continue under
the U.S. Department of Health and Human Services. As will be detailed
in Chapter 20, ACCs will partner with government health agencies in
the areas of medical research and public health strategies. Members of
the public, through their ACCs, will have a greater role in setting health
research and public health priorities. For example, much research will
be expected to be about funds allocated by ACCs for health interventions and the health outcomes related to those interventions. Financial
services company data will be crucial for that research.
Underfunded health priorities (e.g., nurse training programs, substance abuse prevention and treatment, HIV/AIDS prevention, diet
and exercise programs, autism, etc.) will be largely financed through
ACCs to best suit the needs of their enrollees. Today’s insufficiently
financed health care, prevention, and safety-net priorities will be add 810 – 50 finance workers = 760 redundant finance workers per $1 billion in
services, 760 redundant workers/$1 billion revenue x $3.3 trillion personal health care
costs in 2016 = 2.5 million redundant health care financial administrators.
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dressed by ACCs redirecting funds from unnecessary or preventable
medical interventions and administrative efficiencies to necessary and
beneficial health services.

ACC-Based Payment Reform to Resolve State and Local
Government Health and Welfare Funding Crises
Rising health and welfare costs battered state and local government
budgets during the Great Recession. To balance state budgets, legislators drastically reduced services to people on Medicaid, the Children’s
Health Insurance Program (CHIP), and other welfare programs. These
cuts threatened the public health in part by increasing use of already
overwhelmed emergency rooms.21 With a continuation of the status
quo, draconian cuts in safety-net services (e.g., general relief, job training, child protective services, etc.) during future economic downturns
could likewise again put pressure on our fragile social and health
safety-net services.
To help alleviate future state and local funding crises during economic downturns, ACC-based care will address all health and welfare
needs without money from state and local municipalities. Overall, state
and local governments will save over $600 billion that they are projected to pay for in 2016 on personal health care and safety-net services
for the indigent—about 24% of state and local budgets (Table 3).22
With that money, they can rectify the deficits in public employees’
pension obligations (Chapter 24), enhance education spending (Chapter 16), and launch major public infrastructure projects (Chapter 15).
State and local public health departments will remain the responsibility of the states and municipalities. In time, these responsibilities
and funds may also shift to ACCs.
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Table 3. State and Local Government Budget
Benefits from Grand Bargains’ Reforms
Revenue Change with Grand Bargains Reform

Amount changed
($ billions)

Difference in proposed versus status quo revenue in
2016 ($2566 billion – $2711 billion, Tables 1 and 2)

–145

State and local health care costs shifted
to federal consumption taxes23

+600

Welfare costs shifted to federal consumption taxes and
distributed through ACCs (Chapter 10, Table 1)

+109

Unemployment social insurance shifted to federal consumption taxes (Tables 1 and 2)

+ 80

Total change

+644

Fairness in PCP Income and Working Conditions
With any ACC compensation model for PCPs (i.e., fee-for-service, salary, or mixed), PCP income should be no less than current
projections for in 2016.e The improved working conditions and job
satisfaction of becoming direct practice PCPs (Chapter 3) will attract
more physicians, nurses, and physician assistants to primary care even
without major increases in income.
With ACC-based care, I propose that the overall number of PCPs
should increase from about 352,000 in 201624-26 to about 475,000 by 2025
or one PCP for every 750 people. This will provide enough doctors for
everyone to have a direct practice PCP while significantly improving
the working conditions for PCPs.
e $250,000 per year for 225,000 primary care physicians24, 25 and $120,000 for
95,000 primary care nurse practitioners26 and 32,000 physician assistants26
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To accomplish the necessary increase in residency training
of direct practice primary care physicians and specialist-doctors,
residency training positions will need to increase by 30% from 2016
– 2020 (from about 100,000 now to 130,000). The relatively small
amount of money to increase medical residency training slots by
30% (about $5 billion/year) can lead to direct practice PCPs leading
patient-centered medical homes for everyone. Unfortunately, bills in
the U.S. House of Representatives and Senate to add a modest 15,000
residency training slots over the next 5 years are given less than a 1%
chance of enactment.27, 28 The grand bargain of shifting from a fragmented, cost-inefficient health care system to an ACC-based system
that saves up to $500 billion in 2016 in administrative costs should
resolve this political impasse.

Funding Postgraduate Medical Training via ACCs Rather
than Through Hospitals
Currently, postgraduate medical education funding by government agencies (Medicare, Medicaid, Veterans Administration, etc.)
and private medical centers is channeled through teaching hospitals
that employ physicians-in-training. This biases postgraduate training
towards acute hospital treatment and away from out-of-hospital care. It
would better serve doctors-in-training and the public if ACCs providing comprehensive health care for patients administered the money.
For decades, Congress has divided government postgraduate training funds as follows:29
•

•

direct payments for medical education that cover a share of the
stipends paid to residents, salaries of supervising faculty, and
other allowable program expenses; and
indirect medical education adjustment, the goal of which is
to cover the added patient-care costs associated with training,
including additional tests and treatments ordered by residents
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(often unnecessary) and longer hospital stays (again, not to be
financially encouraged).
As projected for 2016, teaching hospitals will receive about $26 billion for post graduate training of physicians but will pay only about $4.6
billion for resident salaries, faculty teaching stipends, and educational
programs (averaging $46,000 per resident).f This has disturbed some
in Congress29, 31 and is probably part of the impasse over additional
funding for medical residency positions. Indeed, there is poor if any
accounting for the majority of money going to train residents (i.e.,
indirect medical education funds).
As a grand bargain to break the deadlock in Congress over the
funding of the necessary expansions of postgraduate medical education, public funds for the training of postgraduate doctors should be
channeled through ACCs. This will also check the overemphasis of
hospital-based training over training in outpatient settings. ACCs
could then contract with medical and osteopathic schools, hospitals,
clinics, home health organizations, and specialty provider groups to
provide a proper mixture of inpatient and outpatient clinical experiences for trainees. Residents might be better compensated by ACCs
than by teaching-hospitals. Residents would also have less brutalizing
work schedules (i.e., 80 hours per week on average now) if employed
by ACCs rather than by hospitals.

The Urgent Need for Increased Medical School Enrollment
In 2006, the American Association of Medical Colleges estimated
that the U.S. will have a shortage of at least 100,000 physicians by 2020.
f Only 28% goes for direct payments for medical education and fully 72% goes
for indirect medical education.29 In addition to $15 billion of government funding
for residency training, private insurers will pay an estimated $11 billion toward
postgraduate medical education through the higher payments they negotiated with
teaching hospitals on behalf of their patients.30, 31 However, a negligible amount of that
money will go for direct payments for medical education.
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The shortage was projected to be about equally divided between primary care physicians and specialists. Because of this projected shortage, medical schools are on track to increase enrollment by 30% by
2018 over the number enrolled in 2006 (about 5,000 new positions all
together).32 However, this is not nearly enough.
About one-quarter of physicians and nurses practicing in the U.S.
come from foreign countries, including over 30% of our primary care
doctors. Many foreign trained doctors practicing in the U.S. emigrate
from poor countries with extreme physician shortages, high infant
mortality rates, low life-expectancies, and low immunization rates.33
In addition, we need to reduce the horrendous workloads on physicians that lead to burnout, shortened medical careers, and reduced
quality of care. Finally, we must account for the increased number of
physicians that will be needed to take care of aging baby boomers and
the overall increase in the population.
For all these reasons, we should increase medical school graduates each year by an additional 10,000 (from about 20,000 graduates
projected for 201632 to 30,000 by 2025). This will be necessary over the
long term for everyone to have a direct practice PCP.

Public Funding of Medical Education
Medical school training is funded by tuition paid by students, state
subsidies, university endowments, government and private grants, and
other sources. Books, professional supplies, and living expenses for
students are additional. The median debt of a medical student upon
graduation in 2012 was $170,000.34 This high medical school debt has
been one of the factors cited as leading students to choose careers in
lucrative specialties or other professions than medicine rather than in
primary care (Chapter 3). With publicly funded medical school tuition,
physicians will be more likely to choose careers in primary care.
Relative to the astronomical cost of medical administration and
of unnecessary tests and treatments, the cost of medical education for
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doctors is small. A federal subsidy amounting to about $8 billion per
year,g would cover medical school tuition and help entice more doctors to become PCPs.
Medical education in an ACC world may be funded through a
small part of the government block grants to ACCs for personal health
care for patients. In addition to paying for the medical education of
the students, the ACCs could pass part of the federal health care block
grant funds along to patients treated by medical students in the form
of lower premiums.
Public funding of medical schools will also help medicine compete
with law, business, finance, engineering, and education to attract the
best and brightest students.

Primary Care for Inner City Areas and Rural America
For decades, rural communities and poor inner-city impoverished
areas have been underserved medically. The shortage of primary care
providers hits people in these communities especially hard. We need
to assist rural and inner-city America in attracting PCPs. Medical
students and postgraduate physicians-in-training should be given
financial incentives to work in these areas.
Medical students who are primary care providers-in-training who
would practice in inner city or rural areas might schedule their clinic
time in those areas. They could see new and follow-up patients on a
biweekly, monthly, or less frequent basis. The primary care providersin-training will see patients under the supervision of qualified mentor
primary care physicians. On completion of medical school and residency, the new primary care physicians will be ready to move into an
established practice with hundreds of patients.

g 30,000 medical students in each class x 4 years of study x $70,000 per student/
year35 = $8.4 billion/year
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Summary and Conclusion
An ACC-based system with decentralized regulation of health care
and human services will provide a revenue-neutral method—i.e., no new
taxes—of reforming health and social services. Risk-adjusted payments
to self-regulated ACCs by the federal government will more efficiently,
flexibly, and fairly allocate resources to suit all health care and welfare
stakeholders. By eliminating the multiplicity of private and public health
care payers and allocating care through ACCs in a free market, health
care administration costs will be reduced by up to $500 billion in 2016.
Administration cost will go down further in subsequent years due to
competition between ACCs. Further savings will come by eliminating
funding for tests and treatments that don’t work (Chapter 8).
Despite the elimination of perhaps millions of clerical jobs in insurance companies, health-care provider offices, and hospitals, the overall
employment in health care will substantially increase. It will be the
responsibility of the ACCs to retrain the displaced administrators for
new jobs and assist them in finding employment (Chapter 12).
Reductions in spending on bureaucracy and unnecessary medical
tests and treatments will directly benefit all members and staff of ACCs.
Consequently, this system will incentivize waste-elimination in human
services as a win-win-win-win-win for patients, providers, other businesses, taxpayers, and the economy.
Shifting the delivery of health care to ACCs with direct practice
PCPs within patient-centered medical homes will be the cornerstone
of addressing the looming physician shortage and the crisis in primary
care. Public funding of medical education and postgraduate physician
training will help enable the transition. Public funding of health care
education will also benefit nurses, physician assistants, and other healers. It will open the healing professions to more low and middle income
people without them having to assume oppressive levels of debt. It will
do this, in part, by switching the recipient of public funding for medical
education from hospitals and medical schools to ACCs. Competing
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ACCs with diverse stakeholders will be positioned to assure cost effectiveness and value in health education.
The crisis in recruiting sufficient PCPs will be addressed by making primary care more attractive to physicians, nurses, and physician
assistants. ACCs providing direct practice PCPs for all U.S. residents,
drastically reducing bureaucracy, and eliminating student loan debt
will draw many more health care students to primary care.
Over the next decade, these payment reforms will stabilize the cost
of health care and social services at 2016 levels. This will remove the
drag on the economy caused by health care and welfare and will facilitate more job growth in other sectors.
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Health Care Cost Control

W

hen I had surgery for an orthopedic problem, I was in the hospital for approximately 28 hours. The hospital charged $26,517.26.
Anthem Blue Cross negotiated the fee down 89% to $2933.60. The bills
of the surgeon, assistant surgeon, and anesthesiologist were separate.
Presumably, an uninsured patient would be responsible for the entire
retail cost of the hospitalization. For a procedure or day in the hospital,
hospitals and medical specialists generally have a retail price and an
insurance company negotiated price. These prices can vary tremendously. Hospitals and providers often hide their negotiated prices with
insurance companies.

Price Transparency and Price Competition Now Lacking
The American Medical Association contends that health insurers
often pay doctors too little and make it too burdensome to get payments at all, driving doctors outside insurance networks.1 In many
cases, the AMA has a point.
In any market, cost control is impossible if well-informed people
are not able to shop for value and cost effectiveness. If price transparency only means having doctors and hospitals post the cost of medical services, it may be effective in ratcheting down the cost of a brief
outpatient office visit to a PCP from $75 to $50. However, the result will
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probably be even shorter PCP visits and more doctors choosing careers
in lucrative specialties rather than primary care.
With our current multi-payer system, which is in no way a free
market, price transparency will do little for health care’s big-ticket
items. For instance, most of the decisions to perform invasive coronary
artery procedures that now cost over $200 billion per year overall2-4 are
made by people with chest pain in hospital emergency rooms. We are
not likely to save much money because of price transparency in emergency rooms if sick patients and their fearful and/or grieving relatives
are doing the shopping.
Health policy experts and politicians have recently brought attention to the cost control strategy of having people use their own money
to pay more of their medical bills instead of relying entirely on insurance. They argue that the more “skin in the game” that people have, the
more they will insist on getting good value for their health care dollar.
In a Congressional hearing, Representative Jim McDermott, MD (DWash) rejected this idea, “The notion that beneficiaries need to have
more ‘skin in the game’ to encourage smarter health care shopping is
ridiculous. It is the physicians who are driving the health care utilization in the system, not the beneficiaries.”5
In practice, non-medically trained people frequently lack the information, experience, and/or skills required to interpret what constitutes
high-quality health care and good value. Even many medical practitioners fail in assessing value in health care.

Dysfunctional Financial Incentives of Hospitals
In an article titled, “Slowing the Growth of Health Care Costs,”
Dr. Edward Fisher, director of the Center for Health Policy Research,
Dartmouth Institute for Health Policy, enumerated the dysfunctional
financial incentives regarding hospitals:
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Hospitals lose money when they improve care in
ways that reduce admissions, and they lose market
share when they don’t keep pace in the local medical
arms race. In this race there are no financial rewards for
collaboration, coordination, or conservative practice.
To slow spending growth, we need policies that encourage high-growth (or high-cost) regions to behave
more like low-growth, low-cost regions—and that encourage low-cost, slow-growth regions to sustain their
current trends. Our ongoing research program (funded
in part by the National Institute on Aging) suggests
that there are two broad and closely linked strategies
for accomplishing these aims: fostering the growth of
more organized systems of care and implementing fundamental payment reform.6
As Dr. Fisher stated, hospitals employing innovative strategies
to improve care and lower costs are penalized by our dysfunctional
system. For example, Intermountain Hospital in Utah has an evidencebased medicine research team that continually searches for strategies to
improve health outcomes of patients. A particularly successful project
involved reducing the premature babies delivered in the birth center by
convincing obstetricians not to induce babies before the 39th week of
pregnancy. As an unintended consequence of reducing the number of
babies requiring intensive care unit treatment with ventilators, Intermountain lost $329,000 in one year.7
The Duke University Medical Center cardiology department set
up a disease-management system for treating patients with congestive
heart failure, coordinating the efforts of cardiologists, primary care
doctors, pharmacists, and nurse practitioners. However, it was so successful that it decreased the cost of treatment by 40% in a single year. By
reducing hospital readmissions and improving outcomes, the hospital
lost tens of millions of dollars relative to the previous uncoordinated
system. Insurance companies pocketed most of the savings.8
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With ACC-based reform of health care, hospitals will not lose
money by improving the care of patients. This is because patient choice
and provider competition in an ACC self-regulated free market of
health services will foster high quality hospital care and cost control.

Irrational Rationing versus Rational Rationing
Many people fear rationing of benefits and/or government-imposed cost controls based on results of randomized trials. This could
be called a tyranny by comparative effectiveness researchers. This is
a legitimate concern.
Federal legislators and others have proposed having a government
appointed expert panel determine an evidence-based standard medical
benefits package for use by public and private insurers. This is absurd.
No physician or physician panel has the wisdom to prescribe for all
patients for all conditions.
Economist Milton Friedman framed the issue of rationing: “There
is no such thing as a free lunch. The choice isn’t between rationing and
not rationing. It’s between rationing well and rationing badly.”9 Implicit
rationing already occurs widely in U.S. health care. Indeed, our current
system rations health care very badly. The high cost of medicine negatively impacts the social determinants of health by decreasing health care
access, increasing poverty, and decreasing educational opportunities.
According to a Harvard study, rationing health care by ability to
pay has led to 45,000 unnecessary deaths per year.10 In part, Obamacare was a well meaning reaction to any deaths due to lack of access
to health care in the richest country in the world. However, the devil
is in the details regarding how health policy options will favorably or
adversely influence health outcomes. It’s much too soon to claim that
the ACA related access to care is saving or will ever save lives.
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Guidelines for Cost Control Strategies
Many countries with less than half of our per capita spending on
health care have better health outcomes. Clearly, controlling costs can
be done while improving quality of care and health outcomes.
Ideally, doctors and patients should work together toward optimum
health and maximum cost-effectiveness in the allocation of health care
services. To this end, ACC health care professionals and their patients
need incentives to avoid tests and treatments that are not beneficial.
The system should be self-adjusting for changes in economic
circumstances and new medical research findings. It should be easily
and inexpensively administered and transparent. We should be able to
track how resource allocation choices of different health and safetynet providers relate to their patients’ health outcomes. This will enable
us to learn what works well and lead us to foster continuous quality
improvement.
Cost containment policies need to result in enhanced value health
care and safety-net services. It should also provide appropriate financial
incentives for providers. Cost control strategies should be flexible and
involve all the stakeholders. Savings from effective cost control efforts
should go to patients more than to providers or the government.

Controlling Sickness Care Costs
I designed ACC-based health care reform to foster patients working
together with their caregivers toward the mutual goal of cost effectively
treating illnesses and injuries. Without sacrificing quality sickness care,
methods of improving health outcomes while reducing costs include:
1. supporting healthy nutrition and lifestyles (Chapters 4 and 13)
2. reducing unnecessary hospital days to enhance patient care by
• offering out-of-hospital births for low risk mothers
• facilitating end-of-life care at home
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•
•

3.
4.
5.

6.
7.
8.
9.

encouraging outpatient surgeries where feasible
enabling direct practice PCPs within patient-centered
medical homes to catch urgent problems before emergency hospitalization is necessary
• mobilizing resources for home hospital care if desired
eliminating hospital readmissions due to poor planning
cost-effectively referring patients to specialists
having patient-centered medical home leaders rather than
insurance industry bureaucrats make decisions about services
covered by ACCs
instituting health promotion retreat centers
using price transparency to shop for value among health services
monitoring and reporting provider financial relationships with
health industries
rational rationing of precious health care, social services, and
other human services resources

Numbers 2–9 of this list of methods are detailed below.

Hospitalization Dangers: Reasons to Cut Hospital Days
Hospitalization has dangers. Based on a study in Massachusetts,
about 23% of hospitalized people report serious adverse events.11 In
2011, about 1.7 million people in the U.S. developed an infection while
in hospital of whom about 99,000 died.12 The dangers in hospital include
errors by providers, bedsores, delirium, medication errors, medication
side effects, hospital-acquired infections, falls, anxiety, depression, and
adverse reactions from excessive testing and unnecessary treatments.
The safest, most reliable, and least costly way to avoid the risks of
hospitalizations is to decrease the number of patients-days in hospital.
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Reducing Days in Hospital
Dr. Sandeep Jauhar, a columnist for The New York Times and
practicing cardiologist, related a conversation with an internist at his
hospital about unnecessarily long hospital stays. The internist told him,
“I understand why hospitals want to cut down length-of-stay. But if I
discharge a patient early, I don’t get paid. It’s okay if you have enough
patients in the hospital, but if you don’t, you sometimes have to drag
out the stay. I don’t like to do it, but sometimes you have to.”13
According to U.S. government Agency for Healthcare Research
and Quality (AHRQ) data, over 4 million Americans were hospitalized
unnecessarily in 2011 (about 10% of all hospitalizations).14 Of those
people, some required immediate treatment that could have been given
on an outpatient basis, and others did not require acute-care level treatment. These figures do not include over 6 million arguably unnecessary
hospitalizations for low-risk childbirth that midwives could have assisted outside of hospitals. Nor does it include admissions for other
unnecessary medical interventions cited in my previous book, Money
Driven Medicine—Tests and Treatments That Don’t Work (Chapter 8,
Table 1).15

Hospital-Level Care at Home
Since I had a special interest in hospice medicine/palliative care,
I have known many terminally ill people that absolutely dreaded being hospitalized. However, many were admitted repeatedly anyway
because of the lack of alternatives. Although most terminally ill people
would rather die at home than in a hospital, more than 1.5 million
Americans die in hospitals each year—most of whom are elderly and/
or chronically ill people.
Particularly for frail elderly people that have acute medical problems, a common sense economical and effective alternative to hospitalization could be to offer acute medical care at home.
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In a study of 455 community-dwelling elderly Medicare and Veterans Administration patients that required acute care for pneumonia,
cellulitis (a skin infection), or worsening of chronic heart failure,
emphysema, or bronchitis; hospital-at-home care was feasible and efficacious in delivering hospital-level treatment. Home-treated patients
had fewer clinical complications (particularly delirium), greater satisfaction with care, less treatment time required per acute episode, and
lower bills.16
Dr. Jack Resnick, an internist in New York, sees many of his frail
elderly patients in their homes. When they need acute care, he arranges
for hospital-type services to be brought to them at home. For this to
work effectively, Dr. Resnick said, “Everyone must have a single doctor
in charge of his care. This doctor should know the person intimately,
have immediate access to all of their medical information, and must be
available around the clock.”17 This model of acute at-home care for the
frail elderly and perhaps other appropriate patients will be supported
by ACCs.
I see no reason that home acute care could not be used for many
patients with cancer, liver failure, heart failure, Alzheimer’s disease, and
other conditions. Expertly provided home care is less traumatizing to
the patient and family, avoids the risk of hospital-acquired infections,
and allows for the patient to have more timely and nutritious meals.

Unnecessary Hospital Readmissions
In 2009, a study published in The New England Journal of Medicine
found that one in three Medicare patients discharged from a hospital
was readmitted within three months.18 The authors found that the
causes of these readmissions were things like poor communication,
inadequate discharge instructions, incomplete information transfer,
and delayed outpatient follow-up. In 2004, the cost to Medicare for
these unplanned readmissions was $17.4 billion to hospitals and
more to physicians. According to this article, the 30-day Medicare
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readmission rates have risen nearly 50% over the past three decades.
To reduce the cost of frequent Medicare patient readmissions,
Congress and the Obama administration have begun to give bonus
payments to hospitals with low readmission rates and penalties to
those with high rates. There are at least two problems with this topdown policy approach. Hospitals do not hospitalize patients—doctors
do. Reducing readmissions needs to benefit doctors rather than private
insurance companies and government agencies. Secondly, Medicare
readmissions are highly linked to socioeconomic status. Poor people
are readmitted more frequently for a multitude of reasons that are out
of the control of hospitals or doctors. Consequently, safety-net hospitals are hurt much more by readmission penalties than hospitals for
the affluent.
Coordinated care by direct practice PCPs within patient-centered
medical homes in ACCs (Chapter 3) will significantly reduce unnecessary hospital readmissions. ACCs addressing the social indicators of
health (poverty, isolation, transportation, health literacy, etc.) will also
help keep people from being needlessly hospitalized and rehospitalized.

ACCs will Facilitate Cost Control in Specialists Care
According to the aforementioned cardiologist and New York Times
columnist Dr. Sandeep Jauhar, “There is plenty of evidence that wasteful expert consultation is adding to health costs and creating redundant
care . . . our referral system turns patients into commodities—a way for
“cash-strapped doctors to generate business.”19
Almost half of new patients seen by U.S. doctors are referred by
other physicians. We have about twice the rate of referrals to specialists as in the United Kingdom and no better health outcomes.20 Unnecessary referrals to multiple specialists cause problems for patients.
Adverse drug interactions become more likely when several doctors
are prescribing for the same patient. Keeping appointments to multiple
doctors’ offices is a hardship, especially for the frail elderly.
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Factors contributing to the high rate of specialist referrals in the
U.S. include:
•
•
•
•

too many specialists relative to PCPs;
the lack of time for PCPs to give to complex cases;
fear of lawsuits over not consulting an expert; and
possibilities of the referring doctors receiving referrals in return.

As Dr. Jauhar said, “It is hard not to view a referral as an overture
from another physician, and it is equally hard not to return the favor.”19
With ACC-based health care reform, cost control will require competition among ACCs, between hospitals, and between providers who
are specialists. Health care provider specialists will compete with each
other for referrals from the PCPs based on quality of care and cost.
Market forces will determine fair and just compensation for specialist health care providers and facilities. Direct practice PCPs and ACC
managers will negotiate payments for services directly with specialists.
With ACC-based reform, specialists will be able to significantly reduce
their prices for several reasons:
•
•
•
•
•
•
•

transparency in pricing—referring PCPs will see charges of
selected specialists and those of competing physicians
universal health care coverage so specialists will be paid for
each consultation and treatment—no uncovered care
medical malpractice system reform (Chapter 11)—no need for
costly defensive medicine
enterprise liability—no need for medical malpractice insurance
(Chapter 11)
reduced administrative burden—less office overhead (Chapter 9)
public funding of medical training (Chapter 19)—less doctor
debt
price competition with other specialists.
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By shifting from uncoordinated fee-for-service medicine to ACCbased care, charges of specialists for evidence-based services will be
in line with the value of the services in the local community. PCPs
from ACCs will have to authorize payment of each patient’s bill for
medications, tests, treatments, hospitalizations, and specialist services.
The ACC-affiliated financial services companies will pay the bills as
directed.
Dr. Fisher from Dartmouth’s Institute for Health Policy articulated how financial incentives must encourage physician cost control
consciousness:6
First, physicians have an opportunity to lead. Physicians are still almost entirely responsible for determining
what treatments their patients receive and where they
obtain their care. And, although the increasingly commercial behavior of some physicians may threaten the
public perception of the profession, patients still largely
trust their own doctors. Leadership is needed at three
levels. In their practices, physicians can help patients
understand when a more conservative path is likely to
be as safe as a more intensive and higher-cost path. In
their communities, physicians have the credibility to
argue against the need for further growth—whether
through hospital expansion, the construction of new
imaging centers, or the recruitment of more specialists
to oversupplied regions. . . . And physicians can support
changes in the health care system that will help their
patients and communities get the best possible care at
the lowest possible cost.
With ACC-based care, PCPs will be responsible to their patients for
maximizing the overall value of health care expenditures. Consequently,
each health care professional’s incentive to optimize patient benefit and
the competition among specialist providers will both reduce referrals
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to necessary and appropriate levels. Patients will benefit medically and
financially from the judicious allocation of health services for everyone.
As long as they have adequate time with their PCPs and full support
from their patient-centered medical homes, most patients will support
the conservative utilization of specialty referrals.

ACCs to Take Charge of Health Services Coverage Decisions
Folotyn, a drug from Allos Therapeutics for advanced cancer of
the lymphatic system, costs about $30,000 per month.21 Since Folotyn
is FDA approved, Medicare and Medicaid have to cover it. Once the
government insurance programs pay for it, the private insurance companies become pressured to cover it.
With ACC-based care, doctors and not the government or private
insurance companies will make funding decisions about Folotyn and
other drugs. This will moderate the prices and allow members to choose
ACCs that cover the drugs that they want to be covered.
The Patient Protection and Affordable Care Act (ACA) includes
funding for acupuncture, chiropractic treatments, dietary supplements,
and naturopathic medical providers. Senator Tom Harkin (D-Iowa),
chairman of the Senate Health Committee and the leading recipient
in Congress of campaign donations from chiropractors and dietarysupplement makers, champions the funding of alternative medicine
methods.22
While I personally believe that some alternative medical treatments are much better than standard medical interventions, I recognize that my opinions are controversial. Indeed, much in medicine is
controversial.
ACC-based care will eliminate the top-down approach of funding
decisions being made by U.S. Congress members, FDA bureaucrats,
and insurance company executives. ACC health care professionals will
be the decision-makers about providing services. U.S. residents will be
decision-makers about joining ACCs.
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Health Promotion Retreat Centers
To assure adequate reserve revenue for years when unusual amounts
of sickness care are required, ACCs should set aside 2% of patient care
revenue each year in ACC-affiliated credit unions/savings and loan
banks (Chapter 24). After accruing at least $10 million in savings for
each 10,000 patients as a buffer for future high-spending years, unspent
practice funds should go, in part, to creating, acquiring, or leasing a
health promotion-oriented retreat center. Ideally, ACCs should partner
with each other in acquiring and utilizing health promotion centers.
Located in rural or urban areas, these centers could offer the ACC services of health care including disease prevention and stress reduction,
and interventions impacting the social determinants of health. These
centers could serve as sites to provide healthy low-tech alternatives for
a variety of purposes:
•
•
•

•
•
•
•
•
•
•
•
•

workshops on healthy-living topics
pregnancy support
health promotion activities—healthy diet, aerobic exercise, gardening, exploring nature, etc. (Chapters 4 and
13)
intensive support for frail elderly, disabled, or chronically ill people (Chapter 25)
cardiac rehabilitation after cardiovascular events
recovery from depression, other mental illness, or stress
(Chapter 6)
rehabilitation from orthopedic problems and injuries
substance abuse rehabilitation
assisted living/nursing home care
employment: construction, gardening-farming, food
services, health care and social services professions
rest, relaxation, and socializing
spiritual practices—prayer, contemplation, meditation,
and reflection
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•
•

safe and enriched environment for children—music,
art, athletics, nature study, etc.
sustainable retirement living (i.e., minimal autos, local
food production, affordable rents, lower overall consumption, higher quality lifestyles)

With ACC-based reform, each PCP will be able to prescribe a stay
in a health promotion retreat for patients that need it.

Medical Tourism + Price Transparency = Moderate Costs
PCPs will know the local medical providers of products and services and what they charge. In collaboration with patients and ACC
managers, PCPs will make well informed decisions about allocation of
resources for personal health services.
Where local prices remain unreasonable, ACCs could economize
on exorbitant costs of specialist care and hospitalization by outsourcing
to state-of-the-art hospitals in other countries. For example, Bumrungrad Hospital in Bangkok, Thailand treats more foreign patients than
any other hospital in the world. More than 500 doctors, most with
international training, take care of more than 350,000 international
patients a year. Various high-tech surgeries cost about one-eighth as
much as in the U.S.
Striving to become the world leader in medical tourism, private
hospitals in India charge even less—about 10% of U.S. fees. High-tech
procedures include hip and knee replacements with the latest innovations. Treatment includes private-duty nurses for post-op care.23, 24
Projecting from a study from the Deloitte Center for Health Solutions,25 at least 4 million Americans will become medical tourists in
2016. Wouldn’t it be better for all to have local care in the U.S. for an
affordable price?
The price transparency and other cost control reforms built into
ACC-based care will moderate the cost of high-tech medical proce- 353 -
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dures in the U.S. for the benefit of patients, providers, and the country.
ACC-based care will greatly reduce, but probably not entirely eliminate,
the need for price-driven medical tourism.

Reporting Financial Relationships with Health Industries
Obamacare includes “sunshine provisions” that are supposed to
reveal the financial relationships between the medical industry and
doctors. For instance, drug companies have to disclose the payments
for speeches and consulting services they make to health care providers, medical researchers, medical institutions, professional medical
associations, industry-sponsored foundations, and disease advocacy
groups. However, according to health care policy analysts, these provisions are unlikely to work better than past efforts by state legislatures,
federal agencies, and academic hospitals.26
ACCs will have more clout in requiring that their consultants
disclose any financial relationships with providers of medical devices,
pharmaceutical companies, or other special interests. ACCs will be in a
position to prevent wasting money on services due to special interests
paying off providers.

Rational Rationing: Fair Allocation of Medical Services
Optimization of cost effectiveness and fairness in allocating health
services will be the responsibility of each person’s chosen ACC. ACCs
will end rationing of services based on the patient’s income or rationing
emanating from decisions made by bureaucrats from the government
or private insurance companies.
If ACCs deny services because of perceived lack of demonstrated
overall benefit to patients, however defined by the ACCs, people could
receive those services and pay out-of-pocket. To provide effective
checks and balances, ACC personnel will consider patient input and
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will operate within the oversight of a committee including patient
representatives to hear appeals of denied services. Dissatisfied patients
may change ACCs. In return for this form of “rational rationing” of
health care resources, (1) everyone will be insured, (2) each person will
have a direct practice PCP in charge of the allocation of services, (3)
health services perceived to be valuable will be greatly expanded, and
(4) overall health care costs will be controlled.

Health Care Cost Control over the Long Term
with ACC-Based Reform
After the transition to an ACC-centered system, spending on health
care will be the same as projected for 2016—$3.5 trillion per year.27
Federal safety-net services expenditures will also be maintained at the
2016 rate—$500 billion per year.1 Assuming health care premiums on
average remain the same over the next decade, this will save the government and consumers about $14 trillion compared with the status quo
projections.28a Future welfare spending with our unsustainable status
quo is hard to predict.
With ACCs delivering health and human services and the economy
growing at only the current 2.5% per year, health care will consume
about 15% of the GDP in 2025.b Worldwide, the U.S. will still have
one of the highest proportions of the economy devoted the health
care. However, health care will not become as projected: a drag on the
economy and on overall job growth.
a $3.5 trillion x 1.062^10 (6.2% per year inflation in health care costs predicted by
the Center for Medicare and Medicaid Services) = $6.3 trillion in 2025. Mean cost/
year over next decade= ($6.3 trillion + $3.5 trillion) / 2 = $4.9 trillion. Total cost for
the decade = $4.9 trillion x 10 = $49 trillion. Total cost for the decade with ACCbased care = $3.5 trillion x 10 = $35 trillion. Health care savings over the decade =
$49 trillion – $35 trillion = $14 trillion.
b With indefinitely continued 2.5%/year GDP growth, projected GDP in 2016 =
$17.9 trillion ($16.6 trillion (in 201329) x 1.025^3 = $17.9 trillion). Projected GDP in
2025 $17.9 trillion GDP(projected for 2016) x 1.025^10 (only 2.5% GDP growth per
year) = $22.9 trillion. Health care portion of GDP in 2025 with ACC-based care: $3.5
trillion / $22.9 trillion= 15.3%.

- 355 -

grand bargains

Summary and Conclusion
ACC-based reform will put doctors, with input from all stakeholders, in control of deciding what health care interventions are needed
and how much they will spend for required health care. Savings from
reducing bloated health care administration and unnecessary medical
interventions will be redirected toward valuable health and socialsafety-net services that will be provided by ACCs. Efficiencies will also
lead to reduced health insurance premiums. The projected unsustainable long-term inflation in health care costs will be reversed by these
ACC cost control strategies.
The government’s contribution to funding personal health care
will be permanently frozen at the amount in 2016 ($1.6 trillion30). To
generate more money for health care and social services, ACCs may
raise premiums as tolerated by their patients. The optimal balance in
valuing all the components of the complex health-care and humanservices systems will be determined by the free market. These strategies
will be good for health, health care, patients, providers, and taxpayers.
Consequently, we will return health care to being a sustainable and
efficient sector of a healthier and more prosperous society.
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Tax Reform: Flat Income Tax
and Consumption Taxes

I

magine a tax system that promotes businesses, workers, and the
environment. Both liberals and conservatives must be happy with
the changes. To engage conservatives, we embrace tax reform ideas by
Libertarian Republican Congressman and former Vice Presidential
candidate Paul Ryan. He introduced a plan called, “A Roadmap for the
Future,” as a bill in the House of Representatives in 2010. The roadmap
calls for us to:1
•
•
•
•
•

•

Establish a firm limit on government taxation and spending.
Eliminate the alternative minimum tax.
Do not tax savings (no double taxation).
Replace corporate income taxes with consumption taxes for
businesses (8.5% tax on most goods and services).
Simplify income tax rates—10% on adjusted gross income (AGI) up
to $100,000 for joint filers and $50,000 for single filers; and 25%
on taxable income above these amounts.
Equate taxable income to gross earnings minus a standard deduction and personal exemption (i.e., no itemized deductions.)

Tax system reform cannot be more pro-business than to begin with
eliminating the corporate income tax! For the roughly $2.1 trillion
of U.S. corporation dollars now residing in overseas tax havens,2 the
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elimination of the corporate income tax will bring the money home to
create jobs and stimulate the economy.
The Grand Bargains’ second tax reform proposal is to limit the
personal income tax to the top 10% of income earners. This consists of
individuals earning more than $60,000 and couples earning more than
$120,000. While this simplification of income taxes will greatly downsize the IRS, it would still retain the 68% of the current federal and
state income tax revenue that comes from high income people.3 Costs
of complying with Internal Revenue Service (IRS) laws and regulations
will plummet. As suggested by Congressman Ryan, the tax should be
25% of gross income above the thresholds, with no itemized deductions. This will greatly simplify the system and make it progressive. He
boasted that the personal income tax form could be sent to the IRS on
a post card.
To compensate for lost income tax revenue and to eliminate unsustainable deficits, consumption taxes will be substituted. Over $1.8 trillion of these taxes will target goods and services for which consuming
less will be in the best interests of both the individual and the country.
Additionally, employers of undocumented immigrant workers will be
required to pay taxes on their wages (Chapter 14).
We need fundamental tax system reform to make possible the entire
interconnected network of Grand Bargains. To accommodate the interests
of all stakeholders, several tax reform bipartisan compromises will be
required. The Grand Bargains’ deals involving tax reforms are designed
to accomplish both liberal and conservative goals. Conservatives will
applaud simplifying the tax system and shifting from income taxes to
consumption taxes. Liberals will be engaged by the features that address wealth inequality and environmental stewardship. Both sides will
appreciate the design of these consumption taxes to promote health
and to reduce crony capitalism/corporate welfare. This will appeal to
the better natures of partisans of all stripes on tax issues.
Tax reform should (1) simplify the system, (2) reduce the cost of compliance, (3) result in a balanced budget, (4) maintain vital services of the
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government, and (5) generate government revenue equitably. It should
also facilitate the other grand bargains:
1.
2.
3.
4.
5.
6.

promote wellness
increase employment
invest in public infrastructure
enhance environmental sustainability
reduce higher education debt
increase our national security

Grand Bargains’ tax reform will increase the total amount of income taxes generated by high earners by (1) increasing the number
of high earners, (2) repatriating tax sheltered personal wealth from
offshore tax havens because paying taxes in another country will make
no sense, and (3) raising the income and therefore personal income
taxes of high earners employed by corporations that will no longer be
subject to corporate income tax.

Income Tax Dividends of New Jobs
Chapter 12 detailed how Grand Bargains-based health care and
economic reform, including raising the minimum wage to $15 per
hour, will create 20 million jobs caring for children and seniors and
at least 20 million additional jobs. The second 20 million jobs will be
distributed throughout the current mix of occupations throughout
the economy. While the care-giving jobs will generally be paid at the
$15 per hour (about $31,000 in 2016), the additional net increase of
20+ million jobs will have wages that correspond to those of current
U.S. workers (i.e., $47,000 average income projected for 20164). Just as
about 10% of the current workers are high earners (> $60,000/year for
individuals/>$120,000 for couples) who will be subject to the 25% flat
personal income tax,3 about 2 million of the 20 million new workers in
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2016 will be expected to be classified as high earners.a Consequently,
they will join the approximately 15 million workers that will be required to pay state and federal income tax. This will raise the income
tax projected to be collected by about 14%.b

Returning Tax Sheltered Offshore Personal Funds
About $400 billion of U.S. citizens’ earnings is sheltered by high
income individuals to avoid about $60 billion personal income taxes.5
With simplifying the personal income tax by making it a flat tax, individuals will have no reason to shelter funds abroad. Consequently, the
sheltered offshore personal income of high earners will be repatriated,
adding $60 billion more to the collection of personal income taxes.

Repatriating Corporate Tax Sheltered Income and Higher
Profits Will Generate More Personal Income Taxes
The U.S. has the highest corporate income tax rate in the world,
39.1% (combining federal and state).6 To avoid high taxes, an estimated
$2.1 trillion of U.S. company income in 2014 is sequestered by U.S.
companies in countries with lower corporate income tax rates. This
exceeds the $1.9 trillion corporate reserves invested domestically.2
Sheltering these profits allowed the companies to avoid an estimated
$140 billion in corporate income taxes.7
Grand Bargains-based reforms to make the U.S. more businessfriendly will include (1) eliminating the federal and state corporate
income tax, (2) relieving businesses of the burden of paying for employee medical insurance (Chapter 18), (3) eliminating most of the
social insurance fees (i.e., Medicare, unemployment insurance, and
a 20 million x 0.10 = 2 million new taxpayers in the top 10% bracket projected
for 2016 (Chapter 12)
b The 10% top earners of 146 million workers (0.10 x 146 million = 14.6 million).
2 million net new high-income earners/14.6 current high-income earners = 0.137
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workers’ compensation, Chapter 18), and taking over the management
of employee retirement plans (Chapter 23).
Businesses will transfer to ACCs the responsibility of providing health
care insurance, unemployment insurance, and workers’ compensation.
As was explained in Chapter 12, it will be firmly in the best interests of
businesses to hire more workers and pay them living wages. It will be in
the best interests of ACCs to have members working and healthy.
With these Grand Bargains-based provisions, businesses will net an
additional over $800 billion in profits in 2016.c Social Security payroll
tax will continue to be split between employer and employee.
Because of all these business-friendly changes improving the financial bottom lines of corporations, there will be more local business investments and hiring of workers. This will stimulate economic growth.
Regarding the $140 billion in U.S. corporate income taxes now lost
each year due to offshore tax havens, I conservatively project that most
of this will be recovered in individual income taxes of high earning
corporate investors, contractors, and employees. If only 50% of the additional $800+ billion in corporate profits went to salaries and bonuses
for corporate high earners, at least $100 billion would be recouped.d
c

Projected Savings in 2016 by Businesses with Grand Bargains’ Reforms
Expenses changed

Amount of savings
($ billions)

Federal and state corporate income taxes eliminated

557

Employee medical insurance shifted to employees to pay
premiums to ACCs

700

Medicare payroll tax (1.45% of wages)

115

Federal and state unemployment insurance shifted to consumption taxes to be allocated to ACCs

140

Higher employee wages due to $15 / hour minimum wage,
Chapter 12

– 660
852

d
Recovery of personal income taxes from additional profits of corporations: $800
billion (low estimate of additional corporate earnings) x 0.50 (estimating that 50% of
additional profits go to earnings of high income investors, executives, contractors, and
employees) x 0.25 (25% flat income tax on high earning individuals) = $100 billion
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Benefits of the Grand Bargains’ Tax Reform Plan
By (1) switching to a flat income tax for high income earners only,
(2) making business friendly changes in the tax and regulatory code,
and (3) adding 40 million jobs (Chapter 12), the personal income tax
collections will be nearly as high as without Grand Bargains-based tax
reforms ($1408 billion versus the government’s optimistic status quo
projection of $1648 billion).e
Table 1 (below and previously displayed in Chapter 1) shows the
status quo projected revenues that will be collected to run the federal,
state and local governments in 2016. Table 2 details the Grand Bargains’
proposed tax reform revenue projections.

e

Grand Bargains-Based Projected Federal Personal Income Taxes in 2016
Components of Grand Bargains-based federal personal income tax8

$ billions

$1648 billion status quo federal income tax estimate (Table 1) x 0.683
(68.3%) of total projected federal personal income tax attributed to
high earners

1126

Taxes from additional 2 million high earners: $1126 billion x 0.137 =
$154 billion (Chapter 12)

154

Taxes from repatriated tax sheltered earnings: $60 billion x 0.80 (80%
portion going to federal government = $48 billion

48

Additional income taxes by high earning employees, contractors,
and investors of corporations because of over $800 billion additional
corporate profits: $100 billion x 0.80 (80% portion going for federal
taxes + $80 billion

80

Total projected federal personal income taxes in 2016 with Grand
Bargains reforms

1408
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Table 1. U.S. Federal, State, and Local Government Status
Quo Revenues Projected for 2016 ($billions)8
Sources of U.S. government revenue
Federal funds
Taxes, fees, insurance
Individual income
Corporate income
Social insurance
Old age and survivors
Disability (SSI)
Unemployment
Hospital insurance
Business and other
Ad valorem taxes
Excise
Transportation
Other
Borrowing
State and local revenue
Individual income
Corporate income
Social insurance
Unemployment
Retirement
Business and other
Utility/liquor
Fees and charges
Health
Ad valorem taxes
Excise
Sales
Property
Transportation
Licenses
U.S. government taxes + borrowing
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2016 projected revenue
4100
3570
1648
502
1130
690
120
60
250
60
220
60
50
110
530
2711
336
55
380
80
300
370
150
460
150
1110
60
490
420
80
50
6810
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Table 2. U.S. Federal, State, and Local Government Revenues Projected
for 2016 ($billions) with ACCs and the Grand Bargains
Sources of U.S.
government revenue
Federal
Taxes, fees, insurance
Individual income
Corporate income
Consumption taxes
Trading equities
Nonrenewable
energy
Plastics
Tobacco
Alcohol
Guns
Water
Systemic
risk banks
Electronic media
Imported goods
Immigrant
employment
Social insurance
Old age
Disability (SSI)
Unemployment
Business & other
Ad valorem taxes
Excise
Transportation
Other
Borrowing
State and local revenue
Individual income
Corporate income
Social insurance
Unemployment
Retirement
Business and other
Fees and charges
Health
Ad valorem taxes
Excise
Sales
Property
Transportation
Licenses
Total U.S. Government revenue

2016 revenue
4684
4684
1408
0
1862
150
700
150
27
75
50
300
50
120
240
60
1074
901
173
0
60
220
60
50
110
0
2568
328
0
300
0
300
370
460
0
1110
60
490
420
80
50
7252
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This proposed plan will substitute consumption taxes for the
corporate income tax, the personal income taxes for all but the top
10% of earners, and employer-paid unemployment taxes and workers’
compensation insurance. Other federal, state, and local taxes, fees, and
social insurance charges (i.e., Social Security payroll tax) will remain
the same as with the status quo.
Based on the calculations of Representative Ryan,1 substituting
consumption taxes for income taxes will save most of the $200 billion
per year that it costs Americans to comply with the IRS.
While status quo government projections call for borrowing $530
billion in 2016,8 the Grand Bargains-based budget (Table 2) includes
no borrowing. The consumption taxes and the additional taxes from
40 million more workers will fill the federal deficit.
As an added benefit of Grand Bargains’ tax reform, $442 billion in
additional projected federal revenue from the above taxes should be
invested as shown in Table 3:
Table 3. Allocation of Additional Revenue in 2016 with Grand Bargains Reform
Purpose of funds

Source of funds

Replace unemployment
insurance taxes

Federal consumption taxes

140

Replace Workers’ Compensation
employer taxes

Federal consumption taxes

40

New infrastructure projects

Federal consumption taxes

50

College and trade school student
grants and part-time jobs

Federal consumption taxes

50

Distribute Social Security
Trust Funds to ACCs

Employment taxes
from U.S. Treasury

Foreign development aid to
enhance national security

Federal consumption taxes

50

Allocation at the discretion
of Congress

Federal consumption taxes

12

Total

$ billions

100

442
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As mentioned in Chapter 19, shifting to Grand-Bargains-based
health care and human services will allow states and municipalities over
$600 billion in revenue for employee pensions (Chapter 24), infrastructure projects (Chapter 15), education (Chapter 16), and other priorities.

Proposed New Consumption Taxes
Basic economics teaches us that any product or service that is taxed
will be utilized less than if it is not taxed. Therefore, I propose targeting products and services for taxation that we should be consuming
less of for health, environmental, and/or economic reasons. For these
commodities and services, reduced consumption will help to prevent
chronic illnesses, promote full employment, stimulate economic growth
(quantitative and qualitative), and foster environmental sustainability.
To understand how these consumption taxes will work, we need to
understand the concept of “price elasticity.” Price elasticity means that
an increase in overall cost of an item will decrease consumer demand
by a certain percentage.9 Economists express this as the percentage
drop in consumption occurring with each 1% increase in the cost of
an item or service. For many of the proposed consumption taxes, price
elasticity data are available to estimate the effect of the tax on reducing
consumption of the product. On average, for each 1% increase in cost, a
commodity will be consumed about 0.5% less. However, price elasticity
varies considerably. For any commodity, the reduction in consumption intensifies as the price goes up, particularly if it is a long-term
increase in price.
The following are the proposed consumption taxes.

Tobacco Tax: $2 per Pack
According to the Center for Disease Control and Prevention,10
about 44 million people in the U.S. use tobacco. Tobacco causes cancer,
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heart disease, stroke, and lung diseases. Smoking leads to approximately 443,000 premature deaths annually in the U.S.11 Tobacco products
along with state and federal excise taxes on purchases cost U.S. smokers
about $90 billion/year. 12, 13
The relationship between the cost of tobacco and the number of
smokers in a population is very strong. High tobacco taxes work better
than anti-tobacco education campaigns in getting smokers to quit and
in preventing young people from starting to smoke.14 Price elasticity
studies have shown that, for each 1% increase in the cost of tobacco,
there will be a 0.4% decrease in consumption.14 Given the current
average cost of a pack of cigarettes ($5.62),13 an increase of $2.00 per
pack in tobacco taxes will increase the price by 36% and reduce tobacco
consumption by about 14%.f
This will generate about $27 billion in yearly federal revenue. 12, 13g
The reduction in tobacco use will save consumers about $13 billion on
the cost of tobacco.h According to data cited in a Surgeon General’s
Report,15 this will reduce the costs of health care and tobacco-related
low productivity by about $40 billion per year.i
For workers who are laid off because of the downsizing of the tobacco industry, ACCs will train them for new jobs and facilitate their
reemployment.

Alcohol Tax Hike
The Center for Disease Control links excessive alcohol consumption to liver cirrhosis, premature and underweight babies, various
f An increase of $2.00 per pack in tobacco taxes will increase the price by 36%
($2.00/5.62 = 0.356) and reduce tobacco consumption by about 14% (0.36 x 0.4 (price
elasticity) = 0.144.
g
$90 billion for retail tobacco x 0.856 (≈14% reduction) x 0.356 (≈36%
consumption tax )= $27.4 billion federal revenue generated
h $90 billion for retail tobacco x 0.144 (14% reduction in consumption) = $13.0
billion (reduction in expenditures on tobacco)
i
$289 billion per year in tobacco-related medical expenses and reduced
productivity (Surgeon General’s Report) x 0.14 (14% reduction in tobacco use) =
$40.4 billion.
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cancers, unintentional injuries, and violence.16 Alcohol abuse accounts
for about 88,000 deaths per year in the U.S.17 The costs to taxpayers of
the complications of alcohol abuse for 2016 are projected to be about
$66 billion.18, 19
The Community Preventive Services Task Force, formed in Atlanta,
GA in conjunction with the Center for Disease Control to evaluate
public health strategies to reduce the adverse impacts of alcohol abuse,
found strong evidence that raising alcohol taxes reduced the complications of alcohol abuse. For each 1.00% increase in the cost of alcohol,
they found a 0.77% decrease in alcohol-related adverse health impacts.20 Price elasticity studies concerning alcohol consumption show
an average price elasticity of alcohol consumption of – 0.50% per 1.00%
increase in price.21 Consequently, raising the overall cost of alcoholic
beverages by 50% ($0.85 per average drink) by increasing the excise tax
would reduce consumption of alcohol by about 25%.j 20
Based on recent trends in consumption of alcohol by U.S. residents,22 the cost of alcohol purchases is projected to be about $200 billion in 2016—averaging about $1.70 per drink. Consequently, raising
the cost of alcohol by 50% will generate about $75 billion per year in
government revenue.k This is hardly unreasonable since the Center
for Disease Control and Prevention estimates that the cost of excessive
alcohol consumption in the United States is about $1.90 per drink, of
which about $0.80 per drink is a cost to the taxpayer for health care, law
enforcement, and social services.23
With this strategy in the U.S., there will be a 25% decrease of alcohol consumption equivalent to about $50 billion before taxes. Even
more importantly, the reduction in consumption will save an estimated
$75 billion/year on the health and economic costs of alcohol abuse.24
j 50% increase in cost x – 0.5% change in consumption / 1% increase in cost = –
25% consumption
k
$200 billion (alcohol cost projected for 2016) x 0.75 (25% decrease in
consumption) = $150 billion consumed. $150 billion consumed x 1.5 (50% increase
in cost) = $225 billion for alcohol + consumption tax. Excise tax generated: $225
billion – $150 billion = $75 billion.
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Americans will suffer fewer motor-vehicle crashes, less alcohol-related
crime, less mortality from liver cirrhosis, and lower all-cause mortality.25
A moderate drinker who continues to consume one alcoholic drink
per day will pay about $300 more per year. Heavy drinkers will bear the
largest burden of the additional tax.
For workers that are laid off because of the downsizing of the beer,
wine, and spirits industries, ACCs will train them for new jobs and
assist them in finding alternative employment.

Taxing Freshwater from Public Water Systems
U.S. residents enjoy one of the safest public water systems in the
world. The Congressional Budget Office (CBO) has estimated that
combined water and sewer bills average only 0.5% – 1.0% of household income in this country.26, 27 When compared to other developed
countries, consumers in the United States pay the lowest percentage of
income for water and wastewater services in the world. Although the
U.S. has about one-quarter of the populations of China or of India, we
consume almost as much freshwater as in either of those countries.
My friend Kevin Wattier, Head of the Long Beach Water Department,
estimated that Californians, on average, use 10%-20% more water than
can be sustainably replenished by rain in the state. The rest of the country
also overuses water from aquifers underground. Cheap water constitutes a
major subsidy that harms the environment and our security (Chapter 13).
Consequently, a reduction of water consumption of 15% of water
use is a reasonable initial goal in order to stabilize groundwater aquifers.
Over time, water consumption could safely be reduced much more.
This makes for an excellent target for a tax designed to reduce water
consumption while raising revenue. A Grand Bargains’ tax of $0.004 per
gallon of freshwater drawn from public utilities or taken from streams or
groundwater wells will generate about $300 billion in 2016.28
Given that about 70% of freshwater consumption goes to food production and processing, the major impact of taxing water will be on the
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price of food. The estimated amount of freshwater tax related to food
production will be about $210 billion in 2016.l Some foods use many
times the average amount of water per pound of food produced (see
water footprints of foods, Chapter 13). So these would be consumed
less under this tax.
This proposed freshwater tax will have favorable health and environmental benefits. It will encourage consumption of more healthful
foods and beverages, along with water conservation in agriculture,
landscaping, domestic households, industry, and commerce.

Taxing Plastic
For every pound of human flesh in the U.S., we consume about two
pounds of plastic products per year (about 32 million tons in 201129).
Almost half of plastics consumed consist of bags and other single-use
products. In the United States, the plastics industry employs nearly
900 thousand people and will produce about $400 billion dollars in
products in 2016,30 costing on average about $6 per pound.
My friend Captain Charlie Moore of the Algalita Marine Research
Foundation uses his 50 foot Catamaran and volunteer crew to sail the
Pacific Ocean to study ocean debris. In a voyage in the 1990s, Charlie
and his crew found that the Pacific Ocean contained about six pounds
of plastic on average for every pound of zooplankton.31 His latest research voyage in 2014 showed a much higher level that he hasn’t yet
quantified. The plastic particles already in the seas will take hundreds
of years to break down. This threatens fish, birds, the broader ecosystem, the climate, and people. Because plastics are fossil fuel byproducts,
they have a negative effect on climate change. Plastic now comprises
about 13% of municipal landfills.29 Among many health conditions associated with human exposure to plastic pollution are cancer, diabetes,
birth defects, and obesity.32
l
$300 billion total tax on freshwater (Chapter 21) x 0.7 (70% of freshwater goes
to food production) = $210 billion
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We need strategies to reduce consumption of plastic. Education
has shown to help very little. I have a hard time curtailing my use of
plastic bags. To different degrees, people realize that plastic pollution
harms the environment and are willing to decrease consumption for
the sake of good citizenship. However, this is far from enough to avoid
the huge environmental damages that will be caused by continuing the
overconsumption of plastics and, consequently, ongoing exponential
increases in plastic pollution.
To reduce the consumption of plastic while raising revenue, consider a Grand Bargains’ tax on plastic products of $3 per pound, raising
the cost of plastic products by 50%. This will raise about $150 billion
per year in government revenue. It will also save consumers nearly $100
billion by reducing the purchasing of plastic products, particularly the
most environmentally damaging single use products.m

Equities Trading Tax
Within the past decade, trading on the stock markets of the world
has been increasingly taken over by supercomputers that place and
then cancel thousands of orders a second. Tech-savvy traders program
the computers with statistical algorithms that can predict the upward
or downward direction of stocks, allowing them to jump in ahead of
big rallies and sell off before big declines. Market fundamentals—value
of the companies selling the stocks—have nothing to do with it. Steve
Kroft, reporter for 60 Minutes interviewed Joe Saluzzi of Themis Trading LLC, who trades large blocks of stock for institutional investors.
Saluzzi called high-frequency traders, “parasites who exploit a technological advantage to suck money out of the market and add no value.”
When Kroft asked if high frequency trading raises capital for compam Given the price elasticity estimate: – 0.5% per 1% price increase, a 50% increase
in price of plastics will reduce consumption by 25% (50% x – 0.5 = –25%). $400 billion
(current consumption) x 0.75 (reduce consumption by 25%) = $300 billion. $300
billion x 1.5 (50% increase in cost) = $450 billion cost of plastics + tax – $300 billion
cost of plastics = $150 billion in plastics consumption taxes projected for 2016
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nies, Saluzzi responded, “Absolutely not. If anything, it’s distracting
from the capital raising process.”33
The average stock trades almost five times per year now due to
supercomputer churning of the market.34
Proponents of high-speed computer trading argue that the technology reduces stock spreads and transaction costs and provides liquidity
to the markets. Without short-term traders using high-speed computers, selling stocks would take longer.
However, on the down side of the practice, the speed of transactions has made it difficult for financial regulators to keep track of stock
trading. An unintended consequence of high-speed trading was the
mini-crash of May 6, 2010, in which the Dow Industrials at one point
plunged 600 points for no apparent reason and then recovered within
hours. In that case, a mutual fund’s supercomputer accidently offered
$4.1 billion of securities on the market in a 20-minute period. Other
high-frequency traders bought and quickly sold the securities, which
triggered a massive selloff by algorithm-programmed computers of yet
other traders, spawning fears about the integrity of the entire system.33
Using algorithms to determine the upward or downward trajectory
of the stocks traded, high-speed computer traders typically earn an
extra one or two cents per share traded in addition to the transaction
fees. For approximately 600 billion shares exchanged by high-frequency traders in 2010,35 traders charged investors $6–$12 billion without
providing value. The unnecessarily high volume of trades generated
by the computer technology lowers transaction fees per trade but adds
billions of dollars more in overall transaction fees.
Congressman Peter DeFazio submitted a bill in the House of Representatives to impose a quarter percent (0.25%) equity transfer tax
on both the buyer and seller of financial instruments such as stocks,
options, and futures.36 “H.R.1068 - Let Wall Street Pay for Wall Street’s
Bailout Act of 2009” was a common-sense solution to this predatory
trading technology. If the amount of money traded per year dropped
from about $80 trillion35 to $30 trillion (as projected with this tax), this
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would raise about $150 billion a year.n The tax revenue will go to the
Federal Treasury.
With the equity transfer tax, if someone has a portfolio turnover of
100% per year, then this tax represents a modest 0.5% per year burden.
However, with the current rate of churning stock market investments
averaging almost five times per year, the burden would be a more substantial 2.5% per year on the portfolio. Using supercomputers to do
multiple trades a day of the same stocks would not be cost effective.37
Because of a substantial reduction in volume of shares traded, transaction fees per share would go up, but the overall cost of all transactions
would go down by billions of dollars per year.

Grand Bargain #29: Preventing Violence by Fixing Mental
Health Care and Taxing Guns
As discussed regarding enhancing mental health services in Chapter 6, our epidemic of shooting rampages by mentally ill people and
others can’t be stopped simply by more laws banning assault weapons
or regulations restricting access to guns.
While mental health system improvement is priority #1 in preventing mass shootings and other violence, reduction in the number of guns
in circulation (currently about 300 million in the U.S.38) is priority #2.
Banning guns is not politically achievable or recommended. However,
charging a tax on gun purchases and a yearly licensing fee is doable
and would definitely reduce the guns in circulation. The case for taxing
guns begins with the relationship of poverty and violence.

The Connection between Poverty and Violence
Policy analysts argue that radically reducing gun violence will never
happen without eliminating poverty. Poor young men and boys ages
n

$30 trillion x 0.005 = $150 billion
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15-24-years-old living in inner cities are the most likely to be targeted
by gun violence as well as to become the perpetrators.39 Gun violence
breeds in a cycle of poverty for youths mired in despair, educational
disadvantages, few employment opportunities, depression, poverty,
and street violence.40
We don’t yet know what efforts to strengthen our mental health
system will work to prevent gun violence. Competing ACCs will be the
perfect laboratories for mental health professionals to experiment with
strategies to reduce violence of all kinds.
Racism has a lot to do with the violence, as it does in sending a
disproportionate number of people of color to prison and death row.
Additionally, rich people are able to avoid prison if having committed violent crimes and convicted. And they rarely go to death row.
The wide-ranging services of ACCs in health care, health promotion,
human services (social, legal, financial, educational), and employment
will be game-changers in overcoming poverty, racism, and the associated violence.
Reducing the number of guns in circulation will help further.

Gun Tax and Yearly Gun Licensing Fee: $300
In conjunction with giving ACCs the human and financial resources
to strengthen mental illness prevention and treatment programs (Chapter 6), taxing guns and imposing yearly licensing fees are components
of this grand bargain for several reasons. Assessing a high tax on each
gun will decrease the number of guns in circulation. A gun tax will
likely reduce gun ownership among young, poor people who are most
affected by gun violence. Gun taxes and licensing fees also have great
potential to raise much needed government revenue for health care,
social services, and other services.
I propose a tax of $300 on the purchase of any gun, as well as a
yearly licensing fee of $300 for ownership of each gun. If they choose,
ACCs will be able to ameliorate or eliminate gun taxes and fees for
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members. However, it will take a consensus of ACC members to reduce
or eliminate them. Refunds of gun taxes and fees to members will come
out of the overall revenues of the ACCs that choose to do so. People can
choose their ACCs in part on the ACC policies regarding whether to
refund gun taxes and fees or not.
Anything short of mental health system reform along with high
gun taxes and fees would be unlikely to move the dial on mass murders
and other gun violence. With this politically polarizing issue, the involvement of non-governmental organizations (ACCs) in proactively,
innovatively, and holistically monitoring the risk of violence and having tools to intervene as appropriate will be a game-changer.
When ACCs differ widely in percentage of gun ownership as might
be expected, the levels of gun violence rates in different ACCs can
be compared. This may lead to public policy innovations to further
reduce gun violence. The idea is to give gun owners some of what they
want, give gun opponents some of what they want, raise tax revenue to
channel through ACCs, reduce guns in circulation, and to provide a
framework for moving further ahead in preventing gun violence.
If about one-third of all guns are sold back to the government as a
result of these steep costs of gun ownership, then the taxes and fees on
the remaining 200 million guns will return about $60 billion. The net
gain in revenue for ACC services after the buyback program will be in
the range of $50 billion in 2016.o
With the record pace of gun sales since the Newtown, CT massacre,41, 42 the firearms business (guns, ammunition, ancillary supplies,
related goods and services) in 2016 is projected to employ up to 275,000
people, and generate over $40 billion in economic impact. In the absence of data on the price elasticity on guns and the unknown number
of gun tax-and-fee rebates that will be granted by the ACCs, consider
the price elasticity – 0.25% in volume of gun sales per 1% increase in
o 200 million guns in circulation x $300 per year per gun = $60 billion. Gun
buyback program cost in 2016 ≈ $10 billion. Net revenue from gun fees: $60 billion
– $10 billion = $50 billion.
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cost. Consequently, for a 150% increase in cost of firearms, the guns in
circulation will decrease by roughly the above mentioned 100 million. p
Compared with legislators in Washington, D.C., the state capitals,
and the cities, ACC health care and human services providers will be
better able to innovate and experiment with gun tax and fee rebates
along with holistic violence prevention strategies. Until answers begin
to manifest and successful programs replicated, this strategy will be a
work in progress.
Gun deaths and injuries occurring in 1977 were estimated to cost
U.S. citizens $100 billion.43 Adjusted for inflation and for the 54%
decrease in gun violence now compared with in 1997,44 gun violence
probably still costs us about $100 billion per year. With Grand Bargains’
reform removing 100 million guns from circulation particularly among
the less affluent that are at greatest risk for violence, the gun taxes and
fees should reduce gun violence by one-third and save citizens at least
$30 billion per year.q
Since stores selling guns and ammunition will be the sites to return
guns in buyback programs incentivized by the new taxes and fees on
guns, the firearms business will increase in employment and economic
impact over several years as an estimated 100 million guns are taken
out of circulation.
As a potential violence prevention strategy, ACCs may want to
experiment with offering partial gun tax and fee rebates to members
that volunteer to be screened by their PCP for suitability for gun ownership. If indicated, PCPs could refer members screened for further
evaluation by psychiatrists. ACCs might also give members gun tax
and fee rebates for completion of gun safety classes or other violence
prevention interventions.
p Adding $60 billion in taxes and fees to the $40 billion firearms industry equates to
a 150% increase ($60 billion/$40 billion = 1.50. Assuming – 0.25% price elasticity for
each 1% increase in price of guns, 150% increase in gun costs would reduce ownership
by a little more than one-third (– 0.25 x 150% = 0.375). 0.375 x 300 million guns =
113 million guns (≈100 million)
q $100 billion (estimated cost of gun violence in 2016) x 0.375 (37.5%) = $37
billion
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As in the other domains regarding the comprehensive services
provided by ACCs, competition will drive excellence in the prevention
and treatment of mental illness and prevention of gun violence.

Too-Big-to-Fail Banks Tax: 0.8% of Holdings per Year
The Editors of Bloomberg News cited studies by leading economists
estimating that U.S. taxpayers give the largest Wall Street Banks subsidies totaling about 0.8% of their deposits.45 The government’s financial
assistance to the big banks is in the form of implicit guarantees that the
government will bail out too-big-to-fail banks (“systemically important
financial institutions”) that become insolvent. Given over $9 trillion in
assets in the largest U.S. banks, this totals over $70 billion per year.
This equates to the federal government giving banks about 3 cents of
each federal tax dollar collected. Without Congressional action, these
government subsidies to financial corporations will cost taxpayers up
to $1 trillion over the next decade.
Republicans and Democrats have both drafted legislation that
would levy a tax on systemically important financial institutions.
However, both sides will probably not resolve the differences between
their tax bills in time to make it happen any time soon. Neither plan
would impose taxes on big financial institutions that raise anywhere
near the cost of those big corporations to taxpayers. The plans differ on
relatively trivial issues.46, 47
As recommended by Bloomberg News editors, I propose enacting a
0.8% per year tax on assets of systemically important financial institutions that will recover the entire cost of subsidies to those institutions.
If those mega-corporations actually pay back the full cost of their government subsidies, many will be pressured to break into smaller, less
systemically risky, companies. This would protect the public from the
risks of these institutions.
Given that a high tax on too big to fail banks will likely cause some
of them to downsize, the proposed tax of 0.8% of assets of the mega- 377 -
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banks would raise perhaps $50 billion in 2016. Subsequently, revenue
from this tax will depend on decisions by shareholders of these institutions about the breakup of too-big-to-fail institutions.

Electronic Communications Tax
The converging sectors of telecommunication products and services, including broadband media and information technology are
increasing in sales at a rate of about 8% per year.48 In 2016, they are
projected to account for nearly $1.5 trillion to the U.S. economy.49 Of
this money, subscriber services for the Internet, smart phones, and
television in 2016 are projected to cost about $240 billion. Internet and
entertainment services providers offering wireless, cable, or DSL connections compete for market share in this business.
Today’s interconnected information, communications, and technology sectors support an estimated 10 million American jobs. Our
“information age” with remarkable innovations in electronic media
has achieved miracles and has tremendous potential to further benefit
individuals and society. However, it also gives rise to public health
concerns, particularly for children.
According to the American Academy of Pediatrics, children today
spend an average of seven hours a day on entertainment media, including televisions, computers, smart phones and other electronic devices.
Much of the content glorifies violence, explicit sex, and unhealthful behaviors (e.g., tobacco, alcohol, junk food, risky sex, etc.). The American
Academy of Pediatrics cites studies showing that excessive electronic
media use can lead to attention problems, school difficulties, sleep and
eating disorders, and obesity. Illicit and risky behaviors of children
and teenagers have been related to their exposure to video games, the
Internet, and cell phones.50
The Academy’s policy statement about electronic media expresses
concerns about the potential harmful effects of media messages and
images.51 It recommends that parents establish a family home use plan
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for all media. Additionally, it calls for media influences on children and
teenagers to be recognized by schools, policymakers, product advertisers, and entertainment producers.
Many past authoritative policy statements by the American Academy of Pediatrics and others have detailed similar concerns about electronic media content regarding violence, sex, substance use, unwholesome music and music videos. Unfortunately, these policy statements
have had little impact on the actions of parents, schools, policymakers,
product advertisers, and entertainment producers.
As has been noted in a detailed report by the Future of Children
from Princeton’s Brookings Institute, government has never done
much to protect children from the effect of media marketing. With the
First Amendment protections of commercial speech and with rapid
changes in electronic media technology and capabilities, the government is unlikely to ever implement what most would consider effective
regulations.52
Given the influence of diverse, virtually unregulated financial special interests, protecting children from the harmful effects of electronic
media requires a couple of game-changers. First, consider a Grand
Bargains’ electronic media services excise tax based on the duration
of use. The electronic media tax will be designed to apply to wireless,
cable, and DSL subscription services for computers and mobile devices
with wireless and wired connections to the Internet, cell phone towers, and satellite receivers. Telecommunication services covered by the
tax will be communications (e.g., smart phones, tablets, IPods, etc.),
entertainment (television, movies, etc.), and data transfers.
The Grand Bargains’ proposed electronic communications tax will
be 50% of the current subscription services fees, raising subscription
services from $240 billion in 2016 to $360 billion. Considering all of
communication digital technologies, this $120 billion tax with raise the
cost of telecommunication products and services by a modest 8%.r This
will do little to decrease the volume of subscription services.
r
$120 billion telecommunication services tax / $1.5 trillion total
telecommunications products and services in 2016 = 8%
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Net-Neutrality or No?—Let ACCs Decide for Members
Yet another polarizing issue will be debated ad nauseam in the 114th
Congress, beginning in 2015. President Obama and liberal Democrats
see net neutrality as sort of an inalienable right. He said, “An open
Internet is essential to the American economy and, increasingly, to our
very way of life.”53 On the other hand, the telecommunications industry and Republican supporters strongly oppose the tough government
regulations meant to assure what they say will stifle innovation and the
growth of the Internet. While the Federal Communications Commission is supposedly independent of partisan politics, appointments to
the FCC have been made by President Obama and previous Presidents.
Like so many intractable political issues these days, Internet access policy needs a game-changer that is fair to liberals, conservatives,
telecommunications professionals, and the public. We need a means
for compromise rather than another issue will major winners and losers. Consider a compromise that involves ACCs and open access to
unbundled Internet connection services.
Federal legislation requiring Internet service providers to unbundle
their products and services and to allow for open usage of cable and
fiber optic technologies is stalled in Congress. If enacted, open usage of
connections to the Internet will improve competition between providers. Most other countries in the world require open usage of cable and
fiber optic Internet access technologies. Subscription prices in those
countries are generally lower than ours, their connection speeds faster,
and quality of service better than ours.48
Naturally, big telecommunication companies (e.g., Verizon, Time
Warner, Comcast, etc.) see no benefit to them of sharing their cables
or fiber optic wiring and have successfully lobbied against open access
regulations. However, these companies may consider unbundling their
services in exchange for lack of FCC regulations regarding paying for
faster connection speeds. For instance, this way Verizon’s FIOS fiber
optic cables could be purchased by a customer who uses another Internet service provider for monthly subscription services.
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With unbundling Internet services in exchange for dropping regulations against paying for faster connection speeds, ACCs will be in
positions to negotiate with Internet services providers and content providers in the best interests of members. Whereas, individuals have little
leverage on prices for Internet services because of the near consolidation of the industry with buyouts and mergers, ACCs, representing tens
of thousands or hundreds of thousands of members, may be able to
broker deals for better prices and services.
The Grand Bargains’ subscription Internet connection services
proposal is to allow ACCs to represent their members in negotiations
with telecommunications companies. ACCs could then negotiate on
behalf of their members with competing Internet services providers
regarding (1) paying for faster access speeds, (2) content restrictions
for children, (3) privacy issues, and (4) prices, and (5) other matters
for which individuals have no leverage with telecommunications
companies.
With this grand bargain in effect, some ACCs may insist on strict
Internet connection speed neutrality and others may not. Content
restrictions for children would vary between ACCs. People could have
more control over the privacy of their email correspondence and other
Internet activities. Prices for Internet connection subscriptions will
probably come down due to competition between many more Internet
service providers. Innovation and competition will both be accelerated
by the decentralization of the regulation of Internet connection services. Given that a quasi-monopoly has evolved in the highly consolidated
telecommunications industry,54, 55 ACCs brokering deals on behalf of
members will be a game changer to reinvigorate a genuine free market
among Internet services providers.
ACC members, as stakeholders in the availability of Internet services, will offer input into Internet access policies of their ACCs. ACCs
will compete in part on how well they represent their members in getting fair and affordable access to the Internet and the related entertainment content and services.
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ACCs to Protect Children from Harmful Media
ACC may also assist members in protecting their children and
themselves from harmful media influences. Since parents and children
will be voluntary members of non-governmental organizations (i.e.,
ACCs), First Amendment barriers to protect the health and safety of
children from dangers of electronic media will not be an issue. Private,
competing ACCs will be able to regulate electronic media on behalf of
their members (especially children) in ways the government cannot do.
Regarding media content available to children, different ACCs will
differ in what programming they want to block and will have different
methods of blocking or limiting the exposure of children to offensive
content. This multifaceted approach to electronic technology protections
will aim to help ACCs and parents limit the harms and maximize the
benefits from electronic media. Utilizing local community information
technology resources chosen by members, ACCs will have the flexibility,
capability, and authority to innovatively work with parents and children.
People will also be at liberty to join ACCs that continued to leave
electronic media content available to children solely up to monitoring
by the individual parents as is the status quo. As another possible option,
ACCs might be able to offer electronic media tax rebates to members for
the time that they watch electronic media with content in alignment with
a consensus of the membership. For example, children and their parents
may not be charged for watching Sesame Street or other wholesome children’s programming. In each ACC, all stakeholders could be involved in
decision-making about available electronic media content for children. The
more united ACC members are about children’s media content preferences
the more leverage they might exert on media content providers.
The Internet connection services tax will be expected to reduce the
time that consumers use their electronic devices. By in large, this will
be a good thing. With the assistance of the ACC health, social services,
education, and finance professionals of their choice, the Internet connection services taxes will encourage members to be more selective
about the content of their viewing and listening.
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There is a paucity of information about the price elasticity regarding
the use of electronic media. However, the proposed tax, amounting to
an additional 8% on the cost of media services, should not substantially
reduce the overall use of telecommunication devices. Indeed, volume
discounts on electronic media negotiated by ACCs buying media
services cooperatively should save some money for their consumers,
partially compensating for the tax.

Consumption Taxes on Imports
In 2016, goods imported to the U.S. are projected to cost about
$2.7 trillion.56 Consumption taxes on these imported goods would be
appropriate. With Grand Bargains-based economic reform, the cost of
products exported will be increased by the consumption taxes on the
commodities used to produce the products (e.g., non-renewable energy,
plastics, and water). Consequently, costs will go up for foreigners buying products imported from the U.S. because they will indirectly pay
U.S. consumption taxes. This will tend to reduce exports to the extent
that consumption taxable commodities are used in products. So as not
to negatively impact our balance of foreign trade, it is only fair that the
new consumption taxes should be levied on imports according to the
content of commodities utilized in the production of goods imported.
Almost all of our imported goods carry a heavy carbon footprint
due in large part to oil burned for transport. Additionally, there is imbedded energy in the making of industrial machinery and equipment,
industrial supplies, computers, computer accessories, telecommunications equipment, and, of course, plastic made from petroleum.
The U.S. is projected to import about $234 billion in petroleum
products in 2016.57 However, with Grand Bargains-based excise taxes
on non-renewable energy including petroleum, imported petroleum
will be almost eliminated (Chapter 22).
For imported commodities, the estimated average value of the nonrenewable energy, freshwater (e.g., in food), and plastics is roughly in
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the range of 20% of the retail price. Consequently, a 10% consumption
tax on imports will be imposed on average, based on consumption taxes
appropriate to the composition of the goods.s With a price elasticity
of – 0.5% for each 1% of tax on average, this will be expected to reduce
imported goods other than petroleum products by about 5% or $120
billion. The consumption tax will then raise about $240 billion for the
U.S. Treasury in 2016.t

The Big Picture on Consumption Taxes
Table 4 below shows the new consumption taxes and the tax on
undocumented immigrant labor (Chapter 14). Overall, the taxes will
raise over $1.9 trillion while saving consumers about $1 trillion with
reduced consumption and other economies. Out of an estimated $200
billion per year in the cost of compliance with income taxes,1 about $180
billion will be saved in the administration of the IRS. The consumption
taxes that replace much of the income taxes will cost no more than
half of the administrative costs that we now allocate to the IRS (i.e.,
about $100 billion in 2016). This will save about $80 billion in 2016.u
Most of the consumption taxes compliance costs will be with vendors
s For imports that were produced with negligible non-renewable energy, water, and
plastics, very little consumption tax would be added. For imports of non-renewable
energy, the consumption tax equal to 75% of the value of the energy would be
collected—the same as U.S. consumers will pay for domestically extracted fossil fuels
and for nuclear energy (Chapter 22). For the average imported commodity with about
20% of the product’s value from consumption taxable products, the consumption tax
would be in the 10% range (i.e., Increasing price by 1% decreases sales by 0.5%).
t $2.7 trillion (imported goods projected with the status quo) – $238 billion
(imported petroleum products largely eliminated by conservation and renewable
energy, Chapter 22) = $2.54 trillion. $2.54 trillion x 0.95 (5% reduction in consumption
due to the import tax) x 0.10 (10% imports consumption tax on average) ≈ $240
billion consumption tax on imports.
u Estimated Effect of Grand Bargains Reform of Tax Compliance Costs
Tax compliance costs
$ billions
Current IRS compliance costs
200
Grand Bargains Reform total tax compliance costs
120
Savings with Grand Bargains tax reform
80
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tax reform: flat income tax and consumption taxes
of the taxed commodities rather than with the federal government tax
collectors.
Table 4. Consumption Taxes to be Levied and Money
to be Saved (Copy from Chapter 1)
Tax revenue
generated
($billions)

Money saved by
less consumption
($billions)

Other money
saved
($billions)

Tobacco

$27

$14

$40

Alcohol

$75

$50

$60

Nonrenewable energy

$700

$343

$40

Water

$300

$130

-

Plastics

$150

$100

-

Equity trades

$150

$10

-

Guns

$50

-

$30

Systemic risk banks

$50

-

-

Electronic media

$120

-

-

Imported goods

$240

$120

-

Undocumented
labor tax ($3/hr)

$60

Item for the tax

Income tax system
compliance cost savings
Total

$80
$1922
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Immigration reform and the tax on the labor of undocumented immigrants were discussed in Chapter 14. This tax will be fair to undocumented workers, legal immigrants, other workers, and all taxpayers.

Summary and Conclusions
Because of the proposed new consumption taxes, corporate income
taxes will be eliminated and personal income taxes will be limited to
high earners. These consumption taxes will raise federal government
revenue while saving consumers money by reducing the purchase
of items with adverse effects on health, the economy, and/or the
environment.
Administering these consumption taxes will be much easier than
with corporate and personal income taxes. Compliance and fairness
will be much better assured. However, disruptions in businesses and
employment brought on by these taxes will be major. Tens of millions of
workers will become redundant and will need to find new employment.
Beginning with the 20 million people employed by ACCs to care for
children, the frail elderly, and the disabled, a net increase of 40 million
jobs will be expected. For all people able to work, ACCs will guarantee
them vocational retraining and will help them find jobs (Chapter 12).
A much larger proportion of the population will pay taxes in a taxation
system that is more diversified, fair, and equitable.
A non-renewable energy tax, the last consumption tax to be discussed, is a huge topic. It will be the subject of the next chapter.
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Energy Diet for a Sustainable Economy

O

ver 20 years ago, I reduced my personal carbon footprint on the
earth by adopting a completely plant-based diet and by selling
my car. I have since relied on public transportation and my bicycle.
Personal transportation and diet are the largest components of the
carbon footprint. Compared to the average carbon footprint in the U.S.
(about 18 metric tons per year of carbon dioxide), my carbon footprint
is less than 3 metric tons/year. These changes in my lifestyle have been
good for my health without making me feel impoverished or unduly
constrained.
To avoid global average temperature increases of greater than 2o F,
the total world carbon footprint will need to drop to the range of 20
billion metric tons of carbon dioxide per year. If the world’s population
stabilizes at 7 billion, the average carbon footprint per year will need to
drop to less than 3 metric tons/year. If the world’s population increases
to 9 billion people as projected, the average carbon footprint will need
to drop to near 2 metric tons/year.
The U.S. holds less than 2% of the world’s petroleum reserves and
consumes over 22% of the world’s oil and 27% of the world’s natural
gas.1 The consequences of this long-standing unsustainable situation
adversely affect jobs, the economy, the environment, food security, and
national security. All the adverse consequences of our overconsumption
of oil are on track to get worse. Unrest in the Middle East, unpredictable oil price spikes, pollution of air, water, and soil, and unsustainable
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trade deficits with other countries are among many reasons to seriously
consider enacting strategies designed to reduce fossil fuel consumption.

“Peak Oil” and Skyrocketing Petroleum Prices are Here
In June 2009 for the first time, the U.S. Department of Energy
(DOE) reported that global fossil fuel supplies will simply not be able to
keep pace with rising world energy demands. Peak oil—the time when
the worldwide extraction of oil plateaus before beginning to decrease
despite all efforts to extract more—occurred in 2006, according to the
International Energy Agency.2, 3 Price competition for petroleum will
become increasingly intense. We cannot continue business as usual in
the consumption of energy in the U.S. for many more years.
Using DOE data, the cost of energy in the U.S. for 2016 will be
about $1.5 trillion,4-6 a of which $1.3 will be non-renewable energy. As
long as we are not independent of energy, other countries will control
our future costs of energy and energy supplies. The DOE data indicate
that our net fossil fuel imports will be about 20% of our consumption of
fossil fuels in 2016.7, 8 These figures translate to a total projected cost of
a The Projected Consumption of Energy in the U.S. in 2016: Type, Amount, and
Cost
Source of
Energy
Petroleum
Ethanol
Natural gas
Coal
Nuclear
Renewables
Total
Total nonrenewables

Amount of Energy
7.10 billion barrels/298 billion gallons/37.3
quadrillion BTU (British Thermal Units)
0.234 billion barrels/9.83 billion gallons/1.23 quadrillion BTU
26.81 quadrillion BTU
1580 billion kilowatt hours /17.17 quadrillion BTU
808 billion kilowatt hours/8.78 quadrillion BTU
733 billion kilowatt hours/7.96 quadrillion BTU

Cost ($
Billions)
976
32.2
97.3
150.1
76.8
146.5
1479
1332
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$297 billion for imported fossil fuels.b Energy conservation and renewable energy can eliminate this huge cost.

Non-renewable Energy Subsidies
Estimates of fossil fuel subsidies worldwide range from $400-$600
billion per year by the International Institute for Sustainable Development9 to $1.9 trillion by the International Monetary Fund.10 The U.S.
accounts for about 25% of fossil fuel subsidies in the world ($100 billion-$500 billion per year).
These subsidies present a huge obstacle to reducing carbon pollution.
They keep prices artificially low, distort energy choices, and contribute to
carbon emissions. Policymakers justify them based on providing populations with access to low-cost energy sources for basic needs such as
heating, cooking, transport, lighting etc. However, these subsidies largely
enrich the more affluent and high-consuming segments of the population. The U.S. subsidies for electricity and transport serve as disincentives
to energy efficiency, and they work against investment in cleaner sources
of energy such as bio-ethanol, wind, and solar.
Subsidies include preferential tax treatment, grants to fossil fuel
producers, oil depletion allowances, heating oil payments to low income consumers, road building, and parking facilities. Indirectly, they
comprise “negative externalities” such as environmental degradation,
public health issues, and traffic congestion.
The push to create clean energy jobs and combat climate change is
resisted by members of Congress who represent parts of the country
that produce coal and oil or depend on those energy sources for power
and manufacturing.11 Maintaining low energy prices, despite environmental, military, medical, and social costs, has been perceived as an
essential component of American economic prosperity for at least a
b Fossil fuel projected net imports projected for 2016:
petroleum: 2.95 billion barrels x $99 per barrel of oil = $292 billion wholesale
natural gas: 1.32 quadrillion BTU x $3.63/1 million BTU=$5 billion
total fossil fuel net imports cost: $292 + $5 billion = $297 billion
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century. However, with costly subsidies for fossil fuels to keep prices
artificially low, our fossil fuel addiction is a major economic drag that
has become ever more clearly unsustainable.
While campaigning for the presidency, Barack Obama promised a
new energy policy saying:12
Oil money pays for the bombs going off from Baghdad to Beirut, and the bombast of dictators from Caracas to Tehran. Our nation will not be secure unless we
take that leverage away, and our planet will not be safe
unless we move decisively toward a clean energy future.
The U.S. needs a plan to achieve energy independence and to control energy costs. Any plan must focus first on conservation and must
be good for red states and blue states, people from urban and rural
settings, rich and poor. Above all, the plan must create good jobs that
people want. They should enable people to not be forced to take jobs
they would prefer not to take.

Greenhouse Gas Emissions—The Big Picture
Of the major greenhouse gases emitted by human activity (i.e.,
carbon dioxide, methane, nitrous oxide, and fluorocarbons), carbon
dioxide (CO2) constitutes about 50% of the total. It is used as a good
index of overall greenhouse gas emissions.
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Table 1. CO2 Emissions in 2006 by Selected Country14

Country

CO2 Emissions per
capita (metric tons)

Total CO2 Emissions
(billion metric tons)

World

4.2

28.4

China

4.6

6.1

USA

18.7

5.8

7.8

3.9

Russia

11.0

1.6

India

1.3

1.5

Japan

10.1

1.3

Canada

16.1

0.5

Australia

16.9

0.4

1.0

1.0

European countries

African Continent

Three-hundred-fifty (350) parts per million (ppm) of atmospheric
CO2 is the maximum that is compatible with a sustainable climate
for human habitation on earth, but the earth’s atmosphere now has
reached 400 ppm of CO2 and will keep rising.13 Avoiding catastrophic
consequences requires that we work to slash greenhouse gas emissions,
especially in industrially developed countries like the U.S. where most
emissions occur.
With 9 million humans projected on earth in 2050, a stable planet
will require an average of about 2 metric tons CO2 emissions per person.
Stabilizing the population at 7–8 billion people would allow for slightly
higher average CO2 emissions, perhaps 2.5 – 3 metric tons per capita,
which would then be sustainable. Obviously, the higher the population
size, the more risk of overall emissions being harder to reduce.
Education, economic development, and food security help to bring
down high birth rates. Consequently, climate change avoidance and
adaptation aid to developing countries should include the education
of girls and strategies to improve the status of women. Educated,
economically secure women have fewer children. Educating poor girls
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worldwide is as essential to climate change mitigation as are conservation and renewable energy technology (Chapters 14 and 17).
Needing to curtail energy use and curb deforestation to achieve
per capita 2 -metric-ton CO2 is the science community’s consensus.
However, with positive feedback loops accelerating global warming,
additional emissions of carbon dioxide and methane are generated
without human effort and are not in the Intergovernmental Panel on
Climate Change’s models. Thus, it is unknown if the global effort to
mitigate climate change will soon require sequestering more carbon
dioxide and other greenhouse gases than we emit (e.g., planting trees).
Positive feedback loops include the process of sea-ice and glacier loss
that results reduces reflectivity, allowing greater absorption of solar
heat, thus raising temperatures, thus causing more melting of ice, and
so on.

Reducing Non-renewable Energy Consumption
Most Americans believe that climate change and global warming are
caused by humans. However, a declining number of people in the U.S.
think the earth’s climate is being adversely affected by greenhouse gas
emissions from burning fossil fuels and other human activities.15 Never
the less, the case for energy conservation does not depend on one’s opinion about climate change. Climate change is such a polarizing issue that
I think it is best to make the case for fossil fuel consumption reduction
based on all major concerns regarding non-renewable energy.
Most people of any and all political and religious persuasions worry
about our dependence on foreign countries for oil, about pollution (air,
water, and land), and about our unsustainable trade deficit. Forgetting
about climate change for a moment, we have overwhelming reasons to
reduce fossil fuel consumption.
For instance, the Deep Water Horizon oil spill in the Gulf of
Mexico raised concerns about pollution from fossil fuels. Russia is a
recent example of energy dependence causing problems. The only ef- 392 -
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fective economic response to Russia’s support of separatists in Crimea
and eastern Ukraine would be to boycott Russia’s petroleum exports.
We are calling on European countries to find alternatives to Russian
oil. However, we consume more than double the fossil fuel percapita
as European countries (Table 3). Even though the U.S. edged out Saudi
Arabia and Russia as the producer of the most petroleum of any country in the world,16 we have none left over to sell to Europe.
We need to align the reduction of non-renewable energy consumption with basic economic policy goals. While there is no consensus,
these goals are desired by millions of individuals, a large portion of the
business sector, and government agencies. These goals include increasing employment, reducing health care costs, lowering income taxes,
fostering more freedom, and promoting economic growth. The good
news is that reducing our use of non-renewable energy can mean more
jobs, less pollution, energy independence, enhanced national security,
and economic prosperity. Everyone can win.
In the Midwestern U.S. where climate change skepticism is the highest, an experiment was sponsored by The Land Institute.17 It endeavored
to see if appeals to thrift, patriotism, spiritual conviction, and economic
prosperity could persuade residents of six Kansas towns to conserve
fossil fuel and use renewable energy. Nancy Jackson, chairwoman of
the Climate and Energy Project, used a three-pronged strategy.
•
•
•

Invoke the notion of thrift to persuade towns to compete with
one another to become more energy-efficient.
Work with civic leaders to embrace green jobs as a way of shoring up or rescuing their communities.
Discuss with local ministers about “creation care,” the obligation of Christians to act as stewards of the world that God gave
them.

Publicity about the project did not emphasize the threat of climate
change.
It worked!
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Local farmers volunteered some of their land for windmills for
renewable energy to reduce dependency on foreign oil. Savings in
electricity bills by households reinforced the project’s messages about
thrift and land stewardship. Spurred by the competition between towns
to conserve, use of energy dropped by about 5% in the region.

Conservation to Create Jobs and Provide Economic and
Environmental Sustainability
We need to get real.
Even the U.S. Congress and President cannot repeal the law of supply and demand. Energy imports contribute to our increasing trade
deficit with foreign countries, endangering our fragile economy and
our security. Not only is reducing our fossil fuel consumption a matter
of the utmost urgency for the health of Americans because of the longterm effects of pollution and climate change, but also for immediate
economic and national security reasons.
The new world economic reality is that fossil fuel imports cost U.S.
jobs, hurt the public health, impair businesses, increase threats to national security, and weaken the government’s position in foreign policy
negotiations. Enlightened government policies should realign our tax
code and government spending priorities in accordance with 21st century realities—economic, political, environmental, public health, and
national security.
The bottom line: We need to eliminate fossil fuel imports and
change the culture that depends on them!
President Obama should join Republican leaders to call on all
Americans to eliminate fossil fuel imports as an urgent matter of
national and planetary security. Reducing our non-renewable energy
consumption by 30% in 2016 will lower our greenhouse gas emissions
to 20% less than 1990 levels,18 as agreed on in the 1997 world climate
summit in Kyoto, Japan. While this reduction will still leave the U.S.
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per-capita carbon footprint at over three times the world average,c it
will position us to make further major reductions in greenhouse gas
emissions as advocated by most developed and developing countries.
We will then be in a much better position to call on other countries to
conserve and do more to shift from non-renewable to renewable forms
of energy.

Taxing Non-renewable Energy—$2.40 per Gallon of Gasoline
Relative to the huge fossil fuel subsidies in the U.S., the Obama
Administration’s $90 billion of stimulus money to promote “clean
energy”19 was hardly significant. To incentivize renewable energy, it is
much better to tax non-renewable energy than to pick winners and
losers for renewable energy government subsidies.
Mindful of concerns of conservatives about reducing energy
consumption causing an economic slowdown, we need strategies to
decrease non-renewable energy (fossil fuel and nuclear energy) consumption while increasing renewable energy production, jobs, and
economic growth.
A Grand Bargains’ non-renewable energy consumption tax will
raise revenue, incentivize conservation, and stimulate the renewable
energy industry. This tax will increase the overall cost of fossil fuels
and nuclear energy by 75%. With an estimated price elasticity factor
of – 0.4% decreased consumption for each 1% increase in cost, nonrenewable energy consumption should decrease by about 30%.d This
will begin to level the playing field as to the massive and destructive
fossil fuels subsidies, for an energy diet to promote jobs, prosperity, and
environmental sustainability.
c 18.7 metric tons of carbon dioxide per year per capita (U.S.) x 0.7 (proposed 30%
reduction in greenhouse emissions) = 13.1 metric tons of carbon dioxide per year per
capita. 13.1 metric tons of carbon dioxide per year / 4.2 (worldwide average carbon
footprint) = 3.11 fold more that the carbon dioxide consumed per year per capita.
d 0.75 (75% increase in non-renewable energy cost with consumption tax) x – 0.4
(– 0.4% decreased consumption for each 1% increase in cost) = 0.3 (30% decrease in
consumption)
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Because of this proposed major change in energy policy, many jobs
will be created in agriculture, transportation, green building, and other
energy-intensive sectors. The reduction of utilization of fossil fuels and
nuclear energy will spur energy-efficient technologies and the need for
human labor, thus driving job growth.
As detailed above using U.S. Department of Energy data,4-6 the cost
of non-renewable energy in the U.S. in 2016 will be over $1.3 trillion.
Raising the cost of non-renewable energy by 75% will require the following new consumption taxes:
•
•
•

$2.40 per gallon of gasoline,
$2.84 / 1 million BTUs of natural gas, and
$0.071 per kilowatt hour of electricity.

Given a reduction in non-renewable energy consumption of 30%,
this will raise about $700 billion in 2016.
A 30% reduction in non-renewable energy consumption, as a
consequence of a non-renewable energy tax, will save consumers a
projected $400 billion in 2016.e This will eliminate our reliance on
foreign oil and natural gas and drive down prices considerably on the
world energy markets.
Reducing non-renewable energy consumption will both save
money and improve health. Burning fossil fuels imposes a cost for the
associated human health damage. Based on a report by the National
Academy of Science,20, 21 reducing fossil fuel consumption by 30%
would reduce the costs of adverse health effects by an estimated $48
billion in 2016.
The costs of damage other than to health—such as harm to ecosystems, effects of some air pollutants such as mercury, risks to national
security, and climate change—have not been monetized. “Externalities”
are costs paid not by the corporation or consumer of the corporation’s
e $1335 billion (total cost of non-renewable energy) x 0.3 (30% reduction in nonrenewable energy consumption) ≈ $400 billion (projected savings)
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product, but instead paid by society and the ecosystem. It is impossible
to put a value on public health and nature.
The above estimates notwithstanding, the DOE fossil fuel cost projections for 2016–2025 are unreliable. The price of oil already spiked
to over $140 per barrel in 2008 before declining largely because of
reduced demand from the recession. Consequently, the price could
easily go to $150–$200 per barrel in 2016 if supplies suddenly decrease
due to political instability of oil exporting nations. Battling the Islamic
State of Iraq and Syria (ISIS), and Israel’s behavioral tendencies and
the threats it makes against Iran, might provide that instability in the
Middle East. The higher the cost of fossil fuels, the more we have to
gain by conservation and incentivizing alternate energy technologies.
Likewise, the health and environmental costs of nuclear energy are
too speculative to be quantified. Think about the cost of the Fukushima
Daiichi nuclear power plant disaster in 2011. Consequently, the health
cost reported by the National Academy of Science was a gross underestimate of the overall externalized costs for non-renewable energy.
Nuclear energy is highly subsidized, and the net-energy return from
the technology and resource-inputs is among the lowest of all forms
of energy.
There is no “technofix” for avoiding deep conservation (curtailment) of energy consumption. This is because alternatives to petroleum
do not provide the range of fuels and products so desired by consumers. The U.S. infrastructure, economic growth, and population increase
since World War II was achieved with cheap, easy to extract, extremely
high net-energy-yielding conventional oil. So, although there are many
applications for renewable energy which means employment and reductions in pollution, the decentralized nature of renewable energy will
help reshape economic activity to make it much more locally based.
This will help ACCs to have a greater role in conservation and with
fostering renewables than if cheap oil were still available and had no
supply limits.
The confluence of our imported-energy dependence, unsustainable trade deficit, ongoing economic doldrums, and broken health
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care system creates a perfect opportunity for fundamental change
toward a brighter future for the U.S. The non-renewable energy tax
can be a game-changer to help lead Americans toward an economic
environment that rewards major reductions in fossil fuel burning and
wasteful energy consumption overall. With revised expectations and
restructuring, we have an opportunity to attain energy independence
in a way that fosters all our vital interests—health, health care, socialsafety-net services, healthier and more resilient communities, jobs, and
environmental sustainability.
A campaign for energy conservation will help us improve national security by stopping our oil dependence on Russia, Venezuela,
and Middle Eastern countries while eliminating our balance of trade
deficits.
To maximize the effect of the tax on reducing non-renewable energy
use, conservation coaches employed by ACCs throughout the nation
should help people develop tangible individualized strategies to reduce
non-renewable energy consumption. The financial incentive of lower
relative cost of renewable energy due to the non-renewable energy tax
will unleash American innovation and entrepreneurism in this area.

Benefits of Non-renewable Energy Conservation

Health

A 30% drop in consumption of non-renewable energy will improve health by decreasing motor vehicle use. This will result in less air
pollution, fewer accidents, reduced CO2 emissions, and more active
lifestyles. More people will choose to bicycle and walk.
The tax on non-renewable energy will also incentivize home vegetable gardening and the local production of less fossil-fuel intensive
plant-based foods. Next to the transportation sector, food production accounts for the largest portion of the U.S. fossil fuel use—18%
(Chapter 13).22 Worldwide, the percentage of fossil fuel use for food is
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nearer 50%.23 Consequently, sustainable agriculture is one area that our
Third World development aid should be concentrated (Chapter 17).

Economic

In countries with advanced economies like the U.S., subsidies
of commodities are usually in the form of taxes that are too low to
capture the true costs to society. Economists call these low taxes, “tax
subsidies.”10 The low taxes for fossil fuel and nuclear energy fall in this
category.
The main externality of nuclear energy is the risk of a catastrophe
like in Fukushima, Japan; Chernobyl, Ukraine; or Three Mile Island,
Pennsylvania. No private insurance company or coalition of insurance
companies has the financial capacity to insure against the small but
finite risk of an unprecedented disaster. Consequently, the U.S. government assumes the risk and taxpayers are on the hook if payouts must
be made.
In 1957, Congress passed the Price-Anderson act to require nuclear
power facilities to carry insurance against catastrophic disaster. However, the entire industry only carries about $10 billion in insurance.24, 25
Estimates of the costs of the Fukushima-Daiichi nuclear meltdown range
from $250-$500 billion.26
High demand for energy makes the price of fossil fuels on the world
markets rise. Since the U.S. consumes about 25% of the world’s energy,19
reducing non-renewable energy consumption in the U.S. by 30% will
decrease overall world demand for energy by an estimated 7.5%.f This
will drive down prices of fossil fuels on international markets.g
The non-renewable energy tax will also reduce the federal deficit
and hasten economic recovery by eliminating the need for the government to subsidize alternative fuel research and development. The tax
can thus contribute to more green energy jobs in the U.S. and further
f 0.25 (U.S. proportion of world’s energy consumption) x 0.30 (proposed 30%
reduction of U.S. non-renewable energy consumption) = 0.075
g For each $1 per barrel reduction in the price of petroleum due to our conservation,
the U.S. economy will save an additional $5 billion or so per year.8
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aid the economy with exports of technologies for conservation and
alternative energy production.
Another economic damage of energy subsidies is to reinforce wealth
inequality. The International Monetary Fund (IMF) found that fossil
fuel tax subsidies were much more utilized by upper-income groups
compared with middle or low income people.10 While the rich benefit
more than the poor from fossil fuel subsidies, the IMF report warned
that fossil fuel subsidy reform should be done in a way that doesn’t
adversely affect the poor. In this regard, ACC-based fundamental economic system restructuring qualifies since all workers will be assisted
by their ACCs to find jobs paying a living wage (Chapter 12). ACCs
may also want to invest some social insurance assets (Social Security
and pension funds) in energy conservation and renewable energy technologies (Chapter 24).
Using the Department of Energy’s estimate that each $1 billion of
balance of trade deficit costs 27,000 U.S. jobs, eliminating $297 billion
in oil and natural gas imports will create or save about 8 million U.S.
jobs.h

Environmental

Of the $100 billion-$500 billion of external costs of fossil fuels
projected for 2016 in the U.S.,9, 10 the majority of these adverse effects
involve pollution (air, water, and land) and road congestion. Federal
and state legislation has provided some environmental protection of
air, water, and land pollution. Thankfully, we do not have the air, water,
and land pollution problems of China, which has largely neglected the
environment in order to drive economic growth.
Our clean air, clean water laws, and environmental regulations are
constantly being challenged and new legal loopholes found to get away
with pollution. Regulating and lawmaking is a bit like playing “whack a
mole.” The surest way to protect against environment destruction over
the long-term is to shift financial incentives away from investments in
h Net imports of petroleum products and natural gas: $297 billion4 x 27,000
jobs/$1 billion ≈ 8.0 million jobs
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non-renewable energy and towards financial incentives for conservation. Market pressures will then drive investments in renewable energy
and in energy conserving technologies.
Incremental approaches to protecting the environment from fossil
fuel and nuclear energy damage will not work. We need a fundamental
shift in energy policy that has buy in by the vast majority of stakeholders. The non-renewable energy tax in the context of overall Grand
Bargains’ reform can be just the plan for comprehensive environmental
stewardship and energy independence.

ACCs will Foster Lifestyle Changes to Reduce Non-renewable
Energy Consumption
Reducing the consumption of non-renewable energy by 30% is a
huge but doable task for U.S. residents. Succeeding with this challenge
on individual and societal levels requires six ingredients:
1. a financial incentive (i.e., non-renewable energy tax),
2. conservation coaches hired by ACCs to provide practical strategies to lower fossil fuel and electricity consumption,
3. ACC monitoring of energy consumption of enrollees,
4. ACC resources devoted to fossil fuel consumption reduction strategies (e.g., home insulation materials, car pooling
networks, public transportation support, bicycle promotion
strategies, home energy audits, recycling programs, support for
telecommuting for work, support for local vegetable gardening
projects, investments in renewable energy projects, etc.), and
5. competition between ACCs to succeed in linking reduced energy consumption with improved lifestyles of enrollees.
According to the Nature Conservancy Carbon Footprint calculator, my fossil fuel energy use is 15.6% of the consumption of the aver11
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age American (i.e., my carbon footprint = 2.9 metric tons of carbon
dioxide per year). My low carbon footprint comes primarily from:
1.
2.
3.
4.
5.
6.
7.
8.

not owning a car and renting or borrowing one when necessary,
bicycling about 50 miles per week,
traveling longer distances by train or bus instead of flying,
having an entirely plant-based diet,
growing some of my own vegetables,
buying organic food,
composting all my food scraps in my local community garden,
using only about 10 kilowatt hours (Kwh) of electricity per
month by employing only a few essential energy efficient appliances, and
9. drying my clothes on a clothes line instead of a natural gas
clothes dryer.
Besides saving me thousands of dollars per year, I can attest that
these lifestyle choices have greatly improved my health and quality of
life.
Table 2 was adapted from National Public Radio’s (NPR) Marketplace Sustainability Desk,20 the Nature Conservancy Carbon Footprint
calculator,i 11 and the U.S. Department of Energy.6 This table shows the
potential steps to take to reduce non-renewable energy consumption
with no detriment in quality of life. While the ACC-based economic
reform goal is 30% reduction in non-renewable energy use, this table
shows that about 42% could be reduced without serious hardship by
proper alignment of incentives and dissemination of information on
conservation. The Heritage Foundation’s Center for Data Analysis
forecasts that carbon taxes would have, “severe consequences—including crushing energy costs, millions of jobs lost, and falling household
income.”22 If a stiff carbon tax is enacted in isolation, the Heritage
Foundation is absolutely right. Their prediction would apply only to
i Per person potential fossil fuel energy consumption reduction based on four
people living in a three-bedroom detached house.
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the immediate effect on the fossil fuel economy. Adjustments to carbon
taxes would occur as a matter of course. The Grand Bargains’ strategy
is to enact the energy-conserving adjustments in advance and make
them into major economy boosters (green jobs, etc). In reality, we do not
need the fossil fuel economy, although leaving it ought to be a planned
transition instead of clinging to it until it collapses in widespread hunger,
unemployment, and civil unrest.
Any new tax in isolation will be detrimental in the context of
the current economic environment in the U.S. However, the Grand
Bargains-based economic reform includes dramatically lower business
taxes overall and higher corporate profits. ACCs will also foster the
creation of millions of jobs (Chapter 12) that will stimulate economic
activity and prosperity in businesses.
Table 2. Lifestyle Changes to Reduce Non-renewable Energy Consumption8, 27

Energy Conservation Intervention

Lifestyle Change Level

Nonrenewable
Energy Reduction %

Increase renewable energy use

Double renewable energy
displacing fossil fuels (assuming
average consumption increasing to double average)

8.9

Reduce car fuel
consumption 88%

10,000 miles/year-20 mpg-driver
alone versus 5,000 miles/year40mpg-driver + 1 passenger

18.4

Reduce air travel

Cut one long trip per year

1.5

Reduce food waste

Eliminate food waste

3.7

Adopt a more
plant-based diet

Reduce animal products by half
and increase plant food by half

5.9

Switch to organic food

100% organic

0.3

Compost food scraps
and yard trimmings

All scraps and trimmings

0.7

Use low energy light bulbs

10 compact fluorescent bulbs
replacing incandescent bulbs

0.6
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Recycle aluminum,
plastic, glass, etc.

Recycle all these items

0.3

Reduce standby power
in your home

Unplug unused electrical appliances

0.3

Dry laundry on
a clothes line

Clothes line drying less
damaging than machine)

0.8

Take steps to heat and
cool home efficiently

Cut heating and cooling
energy consumption in half
of average consumption

0.7

Potential reduction in
non-renewable energy
with these steps

42.1

With the anticipated elimination of our energy imports, the major
loss of jobs due to the proposed non-renewable energy tax will occur primarily in oil and gas industry workers in foreign petroleum
exporting nations. This will help the overall creation of jobs within the
fundamentally restructured U.S. economy.

Summary and Conclusion
We are reaching a tipping point in our fossil fuel dependence.
Heavy use of energy has helped us develop our current economic
power, technological sophistication, and public health miracles. However, continuing our rate of non-renewable energy consumption will
lead to increasing health, environmental and economic problems due
to pollution, climate change, and reduced world-wide competitiveness
of our industries.
As part of Grand Bargains-based economic reform, the tax on nonrenewable energy will be a win, win, win, win, win strategy for public
health, personal health care, economic prosperity, environmental sustainability, and world peace. Even the fossil fuel industry owners will
do fine as the margins on sales of their products will be higher as consumption is decreased. Workers displaced from jobs in non-renewable
energy will be able to retrain for work with renewable energy or other
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fields. The proposed non-renewable energy tax will give great incentives for entrepreneurs to develop alternative energy technology.28
It is with this appropriate tax on non-renewable energy–to level
the playing field by matching the subsidies given non-renewable energy–that solar, wind, biomass, and geothermal energy will become
competitive with fossil fuels and nuclear energy.
With the non-renewable energy tax as a game-changer, the amount
of renewable energy produced will easily be doubled within a few years.
While renewable energy now provides primarily electricity, American
entrepreneurs and innovators will find more ways that renewables can
replace oil in transportation and other areas.
Because of this major change in energy policy, many jobs will be
created in agriculture, public transportation, green building, weatherizing, and other energy-intensive sectors. This will occur both through
developing energy-efficient technologies and by employing human
labor to make up for the reduction in fossil fuels and nuclear energy.
Department of Energy gimmicks like grants, subsidies, and tax rebates
will be replaced by market incentives favoring renewable energy.
Fossil fuel and nuclear energy workers laid off by the downsizing of
non-renewable energy will be trained for other jobs and helped to find
employment by the ACCs. By all accounts, we are an over-consuming
society. Lower consumption and more community will be welcome to
many. Although the transition will be extremely challenging, the difficulties will be shared and will increase our innovativeness and mutual
interdependence. The hurtles we will face as families, communities,
and as a nation can bring out our better natures.
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Social Security and Other Retirement Plans

I

n 1981, the L.A. County Department of Health Services pulled me
and its other 22,000 employees out of Social Security. So my employer and I did not pay into Social Security for the last 17 years of my
medical career. However, I still receive a small Social Security pension
based on my work previous to 1981. I also get some benefits from
subsequent moonlighting work for which I paid into Social Security.
My Social Security benefits and pension with medical benefits from
the L.A. County Department of Health Services allowed me to write
this book, two other books, and numerous medical research articles.
For this I am grateful. Most retired Americans similarly rely on Social
Security and/or their pensions, or they will in the future. For many, it
is or will be their only income.
You have choices about whose comprehensive roadmap for the
future you want to buy into and support. Your choices are (1) the millionaires in Congress and their wealthy benefactors, (2) the billionaires
of Corporate America and the policy think tanks that they fund (e.g.,
George Soros funding liberal policy options and Charles and David
Koch funding conservative causes1), (3) marginalized political parties (e.g., Greens, Peace and Freedom, American Independent Party)
or (4) a financially tenuous pensioner like me. Congress members nor
politically active plutocrats nor left or right wing ideologues offer any
comprehensive plan that could become a consensus on a roadmap for
reforming our economic system. Maybe that leaves you with my Grand
Bargains as a frame of reference until something better comes along.
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Social Security Funding Projections
About 67 million people receive Social Security benefits, including retired workers, their spouses and children, survivors of deceased
workers, and disabled people.2 A payroll tax of 12.4%, split between
employer and employee, finances Social Security. Interest on the money
in Social Security trust funds3 invested in U.S. Treasury Bills generates
additional revenue.
With 75 million baby boomers retiring and due to flood Social
Security over the next 15 years, the system is in serious trouble.a The
immunity of Social Security to the federal government’s deficits and fiscal instability is illusionary. Social Security depends as much on federal
borrowing as the Pentagon or any other discretionary or mandatory
federal program.
The decline in Social Security revenue is structural not cyclical. To
become financially sustainable, Social Security will need additional income or it will be able to pay less in benefits or a combination of both.7

Debate about the Future of Social Security
Social Security is on an unsustainable path. Each year the future obligations increase by hundreds of billions of dollars while the ratio of those
paying into Social Security to those receiving benefits falls. Entitlement
reform, including Social Security, is essential to eliminating federal government deficit spending and avoiding a U.S. Treasury financial default.
There are two sharply conflicting points of view about what to do
concerning the deficits projected in the Social Security system. Liberals
advocate strengthening the system by increasing revenue. This could
a In 2016, the cost of benefits and administration of Social Security is projected
to total about $952 billion.4 Social Security payroll tax revenue in 2016 is projected
to total $810 billion.5 The remaining revenue to finance payouts will be made up
with interest payments on the Social Security trust funds and from the general fund.
Social Security has projected unfunded obligations over the next 75 years of about $9.6
trillion.2, 6
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be accomplished by (1) increasing the payroll tax and/or by removing
the cap on income that is subject to the payroll tax—currently a little
over $100,000/year, and (2) by reordering spending priorities, such as
reducing the Pentagon budget. Conservatives advocate shrinking the
system by
•
•
•

means-testing the payouts so the wealthy receive less money,
increasing the retirement age, and
reducing benefits for workers who are retiring more than 10–15
years from now.

The bipartisan budget deficit commission appointed by President
Obama and headed by Erskine Bowles and Alan Simpson was split
between those that advocated increasing the Social Security payroll tax
and those who favored the conservative options.8
The Republican initiative to privatize Social Security during
the George W. Bush administration was very unpopular with Social
Security recipients and others. Consequently, conservatives are now
cautious about reintroducing any market-based privatization proposal.
President Obama, drawing political battle lines in one of his weekly
national addresses, said, “I’ll fight with everything I’ve got to stop those
who would gamble your Social Security on Wall Street, because you
shouldn’t be worried that a sudden downturn in the stock market will
put all you’ve worked so hard for—all you’ve earned—at risk.”9
“Stalemated” best describes the issue of fixing Social Security’s
projected increasing future deficit.

Grand Bargain #17: ACCs to Administer
Social Security for Members
Shifting the administration of Social Security from the federal government to the ACCs will be the entitlement reform game-changer. Social
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Security will no longer be a Ponzi scheme. With Grand Bargains-based
reform, Social Security will break the stalemate by being
•
•

•

less costly for businesses and employees than increasing the payroll tax,
more secure than the Social Security privatization proposal of
former President Bush, which would channel Social Security
retirement funds into Wall Street investments, and
more flexible and person-oriented in providing financial security
for the elderly and disabled than the rigidly bureaucratic Social
Security Administration.

With Grand Bargains-based Social Security reform, a worker earning the average wage ($47,000 projected for 201610) will receive about
the same monthly stipend as now at age 66 in constant dollars ($1200
per month).11 This is not very much to live on. Social Security recipients under Grand Bargains will have opportunities to work part or full
time in ACC-provided or other jobs. The integration of ACC health
care, social services, and other human services will greatly increase the
financial security of seniors.
While the economy has been growing at 2% – 2.5% per year over
5-6 years, Social Security Disability benefit payments have been increasing at an unsustainable 5% per year.4 Out of work people over
the age of 40 are increasingly applying for Social Security Disability
when unemployment benefits, Workers’ Compensation, and personal
savings run out.
Compared with the Social Security Administration, ACCs will be
better able to control the runaway increases in Social Security Disability
benefit payments now going to 11 million recipients.12 These disabled
recipients will be able to earn nearly twice as much money by working
at minimum wage jobs than by relying on disability benefits. Likewise,
low income Supplemental Security Income (SSI) recipients will have
incentives and opportunities to work and earn at least the $15/hour
minimum wage.
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With Grand Bargains reform, revenue for Social Security from
payroll taxes will increase by about 35% more than currently projected
Social Security payroll tax revenue.b This will result from raising the
minimum wage to $15 per hour and having at least 40 million more
people working (Chapter 12). Fewer people will require Social Security Disability benefit payments or Supplemental Security Income. In
addition, worker payroll deductions will be higher relative to Social
Security benefits to be received because of the much higher minimum
wage.c Consequently, the payroll taxes will not have to be increased,
or benefits reduced, or the age to receive benefits put into the future.
Of the 60,000 federal employees working for Social Security, almost
all will be laid off or transferred to administering the consumption taxes
(Chapter 21). This will leave a few thousand employees remaining to carry
out an orderly transition and to channel Social Security payroll taxes to
ACCs. Many former Social Security Administration employees will likely
move to ACCs to manage Social Security benefits and other pensions.

Social Security Trust Fund Distributions to ACCs
The Social Security Trust Funds currently hold about $2.7 trillion.3
As part of the ACC administration of Social Security pensions for ACC
members, the federal government will be responsible for paying the
ACCs the money now in the Social Security Trust Funds. This is in
b
($660 billion (additional income for existing workers with increasing the
minimum wage to $15/hour) + $660 billion (minimum wages for 20 million carers
for children, frail elderly, and the disabled) + $940 billion Social Security payroll
taxes from 20 million additional workers (20 million additional jobs throughout the
economy @ $47,000 per year on average = $2280 billion. $2280 billion x $ 0.124 (Social
Security payroll tax of 12.4%) = $280 billion.) Projected Social Security revenue for
2016: $1091 billion ($280 billion + $811 billion currently projected revenue) / $811
billion = 1.35 (35% increase in Social Security revenue)
c The Social Security retirement system is designed to replace a higher percentage
of earnings for lower-income workers and their dependents (i.e., a progressive system
favoring low-income people).16 When the minimum wage is more than doubled and
payroll Social Security deductions are correspondingly increased, the eventual payouts
to recipients will be much less relative to the additional payments into the system.
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consideration of the government’s future obligations to those who have
paid into Social Security.2
This money eventually will be paid to Social Security recipients,
but needs to be held in secure investments in the mean time. As will be
detailed in Chapter 24, I suggest that ACC-affiliated financial services
companies (i.e., credit unions and savings and loan companies) receive
the money in order to become a major component of stabilizing the
U.S. home mortgage market. For 2016, I suggest that ACCs should
receive $100 billion for investments in home mortgages or homes for
renting to members (i.e., rent-to-buy arrangements). After 2016, the
rate of payment of the Social Security Trust Funds to the ACCs may be
determined by Congress.
These trust funds may be dispersed to the ACCs over a period of at
least 10 years. This will make a significant down payment on eliminating $18 trillion federal debt.13

Underfunded Public Servants’ Pension Plans
Deposits in pension fund saving accounts for federal, state, and
local government employees will reach about $150 billion in 2016.4, 14
Despite this huge expenditure, many public pension plans are underfunded.d Pension fund managers tend to be overly optimistic about
returns of pension fund investments.e
Government worker pensions have become politicized. Democratic Party liberals believe in the positive uses of government. Their
d As of 2014, public service pensions will be underfunded by $1.4 trillion-$4
trillion over the next 30 years, depending on the assumptions of actuaries about
future investment growth.15 Using more realistic conservative assumptions, the
underfunding is in the higher range.
e For instance, Calpers, California’s giant state pension fund, required five times
the state’s contribution in 2010 as was projected in 1999. Optimistic pension managers
had assumed a yearly return on investments of 7.75%. Overall, the unfunded pension
liabilities of California’s state and local governments exceeded $700 billion in 2010.
California state government retirement packages now valued at more than $1.2
million per employee on average are funded by taxpayers who have an average of
$60,000 saved for their own retirement.16

- 411 -

grand bargains
supporters in public employee unions benefit when Democrats are in
power. Politicians that negotiate costly pension benefits with public
sector unions are often gone when the burden of those pensions are
felt decades later.
Small-government, conservative Republicans oppose unions and
their pension demands. It is politically difficult for liberals to oppose
excessive union demands or conservatives to agree to needed expansions of government services. Increasingly, cities must cut funds for
parks, libraries, street maintenance, and public safety to pay their pension obligations.
Some suggested solutions to deal with underfunded public pensions include:
•

•
•
•
•

moving all new employees to 401(k) retirement plans with fixed
employer contributions—despite the valid objections to doing
this17 (discussed later).
bailouts with tax-free federal government bonds,
capping pensions,
raising the retirement age, and
preventing salary manipulation before retirement to spike
pensions.

Republicans in Congress have introduced legislation to bar states
from seeking bailouts for underfunded pensions from the federal
government.17 Retrospectively capping public pensions is prohibited
by law in many states. Raising the retirement age would decrease job
opportunities for younger workers. There are no easy solutions to making public pensions sustainable.

Defined Benefit versus Defined Contribution Pension Plans
Many workers and policy analysts oppose shifting public employee
defined-benefit pensions to fixed-contribution 401(k) plans. With
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defined-benefit plans, you are guaranteed a defined inflation-adjusted
monthly income for life. A pensioner with an amount of money saved
with a defined-contribution plan must determine how fast to spend
that money, not knowing how long he/she will live. When retiring,
placing some or all of savings into an annuityf will decrease the risk of
running out of money before dying. However, compared with 401(k)
and other defined-contribution plans, defined pension plans: (1) cost
less, (2) attract and retain suitable workers, and (3) help stabilize and
benefit the economy.
Bankers and brokers earn tens of billions of dollars off the top with
401(k) plans. Management and investment fees of 401(k) plans are as
much as three times higher than with defined-benefit pension plans.
Hidden fees can eat up a third or more of one’s savings in 401(k) plans.
The only way states can save money by switching to 401(k) plans is if
they slash retirement benefits. Since public sector employees already
earn less than those in the private sector, the public workforce quality may go down without defined-benefit pensions.19 Defined-benefit
pension plans have many advantages. Financial services professionals
managing money in pooled pension funds usually get higher returns
than workers who manage their own 401(k) accounts. Risk-seeking
employees with high turnover rates tend to prefer 401(k) plans, making
them less suitable to be ideal public employees.
Compared with traditional pensions and Social Security, 401(k) plans
spawn financial bubbles and make recessions worse, fueling an unstable
economy. When public sector workers can retire with guaranteed definedbenefit pensions, more jobs will be available for younger workers.20
Without defined-benefit pension plans, workers risk (1) poor investment returns, (2) outliving their assets, and (3) inflation that would
f Annuity: an investment product that pays a fixed amount of money to someone
each year or other fixed interval. There are two main classes of annuities: annuities
certain and contingent annuities. Under an annuity certain, a specified number
of payments are made, after which the annuity stops. A “life annuity” is a kind of
contingent annuity that continues paying as long as the recipient survives. In a group
of people with life annuities, some will not live long enough to receive back all the
money they have paid, while others will live long enough to collect more than they
have paid.18
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erode the value of their income in retirement. Compared with definedbenefit pensions, individual savers with 401(k) plans must contribute
nearly twice as much to ensure similar monthly retirement incomes,
for three reasons: 19
•
•
•

First, individuals must save more to protect themselves should
they live longer than average. g
Individuals face the risk of retiring during a bear market and
losing their assets.
Portfolio management fees for 401 (k) and other defined contribution retirement plans are higher.

Private Sector Pension Deficits and Risks
Retirement planning in the private sector has changed dramatically
over recent decades. Despite the advantages of defined benefit pensions, private businesses more frequently offer 401 (k) and other tax
deferred savings plans to employees. However, there are still about 40
million workers or retirees from private businesses with defined benefit
pensions.21
The Pension Benefits Guarantee Corporation (PBGC) is a federal
agency created by the Employee Retirement Income Security Act of
1974 (ERISA). The role of the PBGC is to protect pension benefits in
private-sector, traditionally-defined-benefit pension plans. If a participating plan terminates, usually through the sponsor’s bankruptcy,
without sufficient money to pay all benefits, the PBGC’s insurance
program will pay the benefits provided by that plan up to the limits
set by law. PBGC financing comes from (1) insurance premiums paid
by participating companies, (2) the assets taken from defunct pension
g Defined benefit plan payouts are determined by the average life expectancy of
people in the group. Defined contribution plan payouts should take into account that
you might live to be 100 years old. Consequently, monthly payouts are less.
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plans, and (3) recoveries from the companies formerly responsible for
the plans.
The PBGC was never supposed to be funded by the American
public. However, as of early 2011 PBGC became insolvent with a net
deficit of over $30 billion, leaving the American taxpayer holding the
bag.22 Unusually rapid appreciation of stocks on the stock market since
2011 bailed out the PBGC, at least temporarily.
Private sector workers have a difficult time with retirement savings.
Workers change employers more frequently than in the past. Multiple
pensions are difficult for individuals to manage. Professional management fees are high.
The average duration of survival of a business has been reported as
12.5 years. The average duration of a multinational, big, solid company
is only about 40 years.23 Consequently, defined benefit pensions, while
they are superior to defined contribution plans, are quite risky for both
private sector employees and employers.
ACC-affiliated financial institutions would be ideal for converting
savings in defined contribution plans into secure savings in defined
benefit plans.

Grand Bargain #18: ACCs to Manage New Contributions to
Public and Private Sector Retirement Plans
Grand Bargains’ reform calls for new contributions to public and
private sector employer-sponsored retirement plans to be shifted from
the employer to the management of ACCs. With this Grand Bargains’
strategy, pension fund managers from the public and private sectors will
continue to manage the approximately $20 trillion in existing pension
funds, annuities, and other retirement plans. Independent retirement
accounts (IRAs), life insurance annuities, and other private retirement
savings plans will continue to be managed privately. However, new deposits of public sector and private sector employer-related retirement
plans will be managed by ACC-affiliated credit unions and savings and
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loan banks (S&Ls). One justification of this major disruption of the
retirement saving industry is the ongoing systemic risk of having so
much money managed by too-big-to-fail banks, insurance companies,
hedge funds, and other institutions. Another justification is the need
for a mechanism to bring about the recovery and stabilization of the
housing market.
Most private company retirement plans and some government employee retirement plans are of the defined contribution variety. However,
employee retirement plans administered by ACC credit unions/S&Ls
will be the defined benefit variety. As is current practice, the amount of
pension contributions and the proportions paid by employers versus
employees will be negotiated between the employers and employees.
ACC-affiliated credit unions/S&Ls will be in charge of managing
approximately $450 billion in new contributions to employee retirement plans.h Instead of these funds being managed by Wall Street
investment brokers, the money will be invested in a way that will resolve the long-lingering home mortgage crisis in the U.S.: Funds will be
invested in mortgages for homes, condos, and farms of ACC members.
Chapter 24 will detail the rolls of ACC-affiliated credit unions/S&Ls
that will manage the worker pension funds.
Over time, pension managers for private corporations and government agencies will not need to hide their future deficits by assuming
that pension funds will earn 6%-8% returns each year. State and local
governments will no longer be responsible for funding about $600 billion of health care and welfare. So, they will be in better positions to
make good on their previous obligations to their employees for pension
plan deposits even based on conservative growth assumptions (Chapter 19). Consequently, governments will not have spending for public
h Status-quo projected employer-based public and private sector retirement plan
deposits for 2016: $350 billion4, 14, 24 (about one-third public sector and two-thirds
private sector). Increase of 40 million workers in 2016 will increase retirement plan
deposits by at least 27% (186 million workers projected for 2016 / 146 million workers
currently = 1.27), all in the private sector.
Total projected employer-sponsored retirement plan deposits in 2016 with Grand
Bargains’ reform: $350 billion (current projection) x 1.27 (increase by 27%) ≈ $450
billion
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services held hostage to continual stock market gains that support the
pensions of current and retired employees (Chapter 24).25
With ACC-affiliated credit unions/S&Ls managing private sector
pensions, businesses will not become insolvent because of their pension obligations.
ACCs should seek to automatically enroll their own employees in
pension plans in addition to Social Security. This will include the 20
million people employed by ACCs to care for their own children, frail
elderly relatives, or disabled friends or relatives. ACC employees and
members will be able to contribute their own additional funds into their
ACC-managed defined benefit pension plans according to parameters
negotiated with the ACC’s management. Ideally, pension plans will be
subject to automatic escalation, where the percentage of income saved
grows as the worker’s salary and years of service increase.26
Workers will have their choice of ACCs. A consideration in the
selection of an ACC will be the management of employer-sponsored
retirement plans of members. Pension benefits provided by ACCs will
be integrated with health care, social services, Social Security, and
other benefits delivered by the ACCs to maximize enrollee financial
security. ACCs will compete, in part, on effectiveness and transparency
of managing retirement plans and the integration of retirement savings
with overall health and human services. Other ACC-provided retirees
services might include locating employment opportunities, enabling
bartering, and offering legal, financial, and conservation coaching.

Summary and Conclusion
Social Security will be strengthened by the shift from the federal
government management to ACC control. At least 40 million more
workers participating in Social Security and most receiving higher
wages will make the system more secure and financially sustainable.
Informal economy jobs with no Social Security payroll tax or other
benefits will become rare.
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Delaying retirement, decreasing benefits, or raising the Social
Security payroll tax will not be needed. ACCs will be insured against
insolvency so that Social Security contributions by workers will be
protected in case of the mismanagement and dissolution of an ACC.
The availability of more jobs will reduce the utilization and costs
of the Social Security Disability and Supplemental Security Income
programs. The additional Social Security payroll taxes and decreased
Social Security Disability and Supplemental Security Income disbursements will bring the Social Security system financially in balance without unfunded liabilities.
Public servants’ and private company workers’ pensions are currently highly vulnerable to underfunding. Without Grand Bargains’
reform, downturns in the stock markets will continue to cause waves
of pension plan defaults. Shifting public and private sector worker pension programs’ administration to the ACCs will give workers financial
security while improving the financial stability of public and private
sector pensions.
Many current federal government Social Security employees, as
well as public and private sector pension managers, will be able to shift
their employment to go manage retirement savings of ACC members.
ACCs will compete, in part, on securely providing Social Security
beneficiaries with funds integrated with health care, social services
(Chapter 10), part-time or full-time jobs (Chapter 12), financial education and counseling (Chapter 24), and other human services.
Investments of Social Security and pension funds by ACC financial
services professionals in credit unions/S&Ls will be addressed in the
next chapter.
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Personal and National Financial Security

W

hile on a family road trip in 1991, I listened to a book on audio
tape called, Your Money or Your Life, by Joe Dominguez. Mr.
Dominguez retired from his job as a financial counselor at age 29 and
never again accepted money for his work. His mission became to help
everyday people become financially independent.
He asserted that with careful planning and saving you can achieve
financial independence within a finite period of time. Once financially
independent, you will have the time to work on what you feel is most
important. You can use your valuable time to help create a better world.
In both the audio tape and the best selling print book by the same
name that he co-authored with Vicki Robin, they recommend that you
employ a nine step plan to accumulate enough money safely invested to
have an adequate, stable, secure income for the rest of your life.
I craved this kind of financial independence.
I loved medicine and my jobs of supervising medical residents in
clinics and on inpatient wards and directing the Cancer and AIDS Pain
Service at LA County + USC Medical Center (Chapter 5). However,
I did not feel secure in my position as an attending physician in the
Internal Medicine Department. My perception of how to best help
patients often did not align with my bosses’ notions, hospital policies,
or budget priorities.
With some modifications, I utilized the Your Money or Your Life
personal financial management program for the past 23 years. Despite
being out of work for the past 16 years, it helped me live a full middle
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class life with an income less than half of that of the average American
worker. Without learning to live frugally and minimize my consumption of “stuff,” I would have never had the resources and time to research
and write this book.
My total direct outlay for financial services (i.e., checking account,
credit card, and wiring cash) in 2013 was $150. This was just $75 for
wiring money to another country and $75 for using Turbo Tax to file
my income tax data with the Internal Revenue Service (IRS). I paid
nothing for the services of my credit union and credit card provider.
For my approximately $3000 in credit card purchases, the vendors were
probably charged about $100. By contrast, the average American spends
about $4300 per year directly and indirectly on financial services.a

Financial Illiteracy, Wasteful Spending, and Excessive Debt
To improve financial literacy of persons in the United States,
Congress established the Financial Literacy and Education Commission (herein the “Commission”) under Title V of the Fair and Accurate Credit Transactions Act of 2003.2 The Secretary of the Treasury
Chaired the Commission which was composed of members from 20
federal agencies. This high-sounding Commission had little or no
impact on financial illiteracy among U.S. citizens and did not prevent
the subprime mortgage disaster and subsequent financial meltdown
leading to the Great Recession.
Undaunted after the abject failure of the Commission, the federal
government attempted to reinvigorate financial education. On January
22, 2008, an Executive Order by President Bush created the President’s
Advisory Council on Financial Literacy. This Order established “the
policy of the federal government to encourage financial literacy among
the American people.”3 The 16-member Council came from diverse
organizations, including corporations, nonprofits, faith-based groups,
a Total financial services cost in the U.S. in 2016 = $1.4 trillion.1 $1.4 trillion / 329
million Americans= $4255 per person
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state government agencies, regulatory authorities, and academic
institutions.
The initial financial literacy nationwide survey conducted by this
partnership showed the following major deficits in the financial knowledge and behavior of consumers:4
1. Nearly half of survey respondents reported facing difficulties in
covering monthly expenses and paying bills.
2. Most did not have “rainy day” funds set aside for unanticipated
financial emergencies.
3. The majority did not plan for predictable life events, such as
their children’s college education or their own retirement.
4. Over 20% reported engaging in non-bank, alternative borrowing methods such as payday loans, advances on tax refunds or
pawn shops.
5. Few appeared to be knowledgeable about the financial products
they owned.
6. While many American adults believed they were adept at
dealing with day-to-day financial matters, they nevertheless
engaged in financial behaviors that generated unnecessary
expenses and fees.
7. They exhibited a marked inability to do basic interest calculations and other math-oriented tasks.
8. Few compared the terms of financial products or shopped
around before making major financial decisions.
The inability to manage finances was much greater in those with
less education, those with household incomes below $25,000 per year,
and in blacks and Hispanics. This indicates that poor people with limited education are the most vulnerable to predatory loans and abusive
financial products.
Widespread financial illiteracy exploited by financial services providers and other merchants exacerbated the Great Recession. Arguably,
the pervasive lack of financial management capacity caused the ongo- 421 -
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ing financial crisis. Nefarious Wall Street bankers and traders just took
advantage of the easy prey. Yet, fraudulent practices by bankers were
not always obvious to even educated victims, and were legion until lawenforcement crackdowns.
Much has been said about the financial meltdown in 2008, beginning with the collapse of Lehman Brothers investment bank and quickly
spreading to subprime mortgages and beyond. The poorest and most
financially illiterate of the middle class that were hurt most by the Great
Recession are now even more vulnerable to toxic financial services
products. They still receive predatory loans, make risky investments,
and are otherwise exploited by financial services providers, although
perhaps less blatantly. Due to Congress’ enactment of Dodd-Frank
regulations on banks, loans are now much harder to obtain by home
buyers and business owners.
Now, over six years later, the “too-big-to-fail banks” (systemic risk
financial institutions) are even bigger than in 2008. The ingredients
present in the run up to the 2008 financial crisis, particularly extensive
financial illiteracy, are unabated.

Grand Bargain #16: ACCs to Provide Members Financial
Counseling to Promote Member Financial Security
Helping each work-ready member to find a job will be a tremendous help (Chapter 12). However, a well-paying job will not necessarily
assure financial security.
As part of ancillary human services, ACCs will hire financial professionals to educate members in money management, to protect them
from predatory lenders, and to show them how to save money. Each
ACC will have a financial services department charged with educating
enrollees about managing money.
Financial services professionals employed by ACCs will also counsel enrollees about major financial decisions such as acquiring credit
cards, automobiles, and home mortgages. The financial services coun- 422 -
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selors will assist clients with planning for retirement, college education
for children, and small business creation. Enrollees facing financial
stresses will seek ACC financial counselor help in eliminating debt,
selling assets, cutting unnecessary expenses on energy and consumer
items, and generally living within their means. ACC financial services
departments will employ “conservation coaches” to help members reduce their consumption of items subject to the new consumption taxes.
For instance, the conservation coaches will work with ACC members
to decrease non-renewable energy utilization by auditing home energy use, financing home insulation, promoting alternatives to daily
commuting alone in a car (i.e., bicycling, walking, public transit, car
pooling, telecommuting, etc.), offering alternatives to plastic products
(Chapter 22), and educating people about ways to reduce food waste
(Chapter 13).
The ACCs’ financial services professionals will be able to coordinate
their efforts with other ACC staff. On behalf of ACC members, financial counselors will network with ACC providers of health and social
-safety-net services, employment, conservation coaching, educational
opportunities, and legal services.
This grassroots approach to financial literacy education and financial
counseling will provide substantial protection against old and new predatory financial instruments of the banking and credit services industries.

ACC Strategies to Reduce Personal Debt
With the advent of ACC financial education and counseling services, personal debt in the U.S. will be decreased substantially. The
estimated 22,300 payday loan stores nationwide will not be needed.
These predatory lenders extract about $30 billion from poor people
each year.5 Credit card interest charges of $38 billion per year6 and
penalty fees of $22.5 billion per year7 will also be sharply reduced.
Current and former college students owe over $1.1 trillion in outstanding student loans, costing tens of billions of dollars per year in
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interest payments and financial services fees.8, 9 In future these costs
will be dramatically reduced when ACCs assume a major role in financing the costs of higher education. As large purchasers of higher
education services, ACCs will negotiate steep discounts in tuition
and fees for students that they help send to colleges and universities.
To further help students, ACCs will receive $50 billion in 2016 from
the new consumption taxes to support students of higher education.
Scholarships and part-time jobs, administered through the ACCs, will
assist students in remaining debt-free. As explained in Chapter 16, universities will lower costs in order to compete for students, forcing the
cutting of waste in academia, in athletics, and top administrative posts.
ACCs facilitating the reduction of our dependence on fossil fuel
and the automobile (Chapter 22) will decrease consumers’ cost of living
by financing fewer cars. ACCs could also help members switch from
owning to sharing cars and could find members local jobs that do not
require cars for commuting. Americans will be able to save money
while reducing emissions that lead to climate change.
With Grand Bargains-based reform, interest paid by homeowners
on mortgages and businesses on loans no longer will be deductible on
state and federal personal income taxes (Chapter 21). This will lead to a
modest reduction of the $9.4 trillion in home mortgage debt and $13.6
trillion in business loans. Without income tax write-offs, consumers
will be more careful about assuming debt.
As will be discussed later, ACCs themselves will own an increasing
number of homes for members to rent or buy on favorable terms.
These reforms will lead owners of homes and businesses to have
properties with increased equity and less debt. That will help stabilize
the entire financial system.

The Financial System’s Risk of Another Meltdown
In the U.S., the financial services industry employs about 5.9 million people. It accounts for about 7.7% of the GDP (about $1.4 trillion
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in earnings projected for 2016).1, 10 The trends of the financial services
sector in employment and proportion consumed of the GDP have been
markedly upward over the last 60 years.b A similar massive growth in
financial sector profits occurred in the U.S. in the decades before the
Great Depression of the 1930s.
The financial sector intermediates money and assets flowing across
economic sectors. The three basic functions of this intermediation are:
1. to give people places to save,
2. to give them credit to borrow, and
3. to mitigate the risk of a financial collapse of financial institutions and of the entire system.
Are we getting value for our money from the financial sector?
The more that bankers, investors, and venture capitalists spend
other people’s money on risky high potential growth financial transactions (i.e., selling and buying equities, lending money, etc.) the more
money they may earn. The less capital that financial system regulators
require for institutions to hold in reserve, the more investors can leverage holdings to earn more profits.
However, as capital in reserve goes down, the risk institutional
default goes up. For “too-big-to-fail” banks, institutional default means
a risk of financial system-wide meltdown.
The conditions that led to the 2008 worldwide financial meltdown
have not gone away. Too-big-to-fail banks are larger than before.
Consequently, banking regulations will not protect us against the next
shock to the entire financial services system.

b In the early 1950s, only 2.9% of the GDP went to financial services. In 1980,
financial services consumed 4.9% of the GDP. Before the 2008 financial meltdown,
banks, credit unions, insurance companies, money market funds, pension funds,
mutual funds, and leasing companies gobbled up 8.3% of the economy. In 2012, it
accounted for about 7.7% of the economy.1 At the estimated 2.5%/year GDP growth,10,
11
this projects to $1.4 trillion in financial services profits in 2016.
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A Brief History of the Federal Reserve Bank (Fed)
Federal Reserve Act of 1913 created the U.S. central bank, calling it
the Federal Reserve Bank (Fed). Congress gave the Fed no mandate for
reducing unemployment or controlling inflation and was only charged
with providing an “elastic currency” and to act as a lender of last resort
for banks.12 c
Because of periodic financial panics, Congress wanted to create
an institution that would stabilize the currency. When the system was
threatened with periodic regional or national financial crises, they
wanted the Fed to provide liquidity to support the failing banks. They
called this creating an elastic currency.14
In 1977, Congress updated the monetary policy objectives of the
Fed, making a tall order:15
The Board of Governors of the Federal Reserve
System and the Federal Open Market Committee shall
maintain long run growth of the monetary and credit
aggregates commensurate with the economy’s long run
potential to increase production, so as to promote effectively the goals of maximum employment, stable prices,
and moderate long-term interest rates.
Given these vague, some say impossible, mandates, how well has
the Fed performed since 1977?
Under the Fed’s leadership since 1977, the U.S. economy’s production has dropped into the recession range on four occasions,16 unemployment has spiked to over 10% twice,17 inflation in prices has ranged
from – 0.4% to 13.6%,13 and the Feds’ Funds Rated (seeking to influence
short-term interest rates) has ranged from 0% to 17%.19
c
Since winning independence from Great Britain until 1913, there had been
virtually no inflation. Inflation began with the Second World War and accelerated
after the change from the gold standard to fiat currency in 1971.13
d The Fed controls the short-term interest rates charged by banks by varying the
Fed Funds rate. This is a short-term interest rate that banks can fund themselves (i.e.
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Role of the Federal Reserve Bank in the Great Recession
Beginning in 2008, the Fed provided credit to financially troubled
firms with the Troubled Asset Relief Program (TARP). The Fed still
holds many of these toxic assets. The Fed holds most of the mortgagebacked securities issued by Fannie Mae and Freddie Mac that precipitated the financial crisis (i.e., sub-prime home loans issued to unqualified buyers).
After financial markets stabilized, the Fed has continued to purchase
mortgage-backed securities and other assets, trying to stimulate GDP
growth and job creation. While the Fed’s asset purchases have totaled
over $4.4 trillion since the financial crisis, including about $1.7 trillion
is in mortgage-backed securities,20 the GDP remains stuck at 2%-2.5%
and unemployment and underemployment remain unacceptably high.
The Fed’s zero percent short-term-interest loans to banks and their
asset purchases from banks sought to stimulate the economy. Fed leaders reasoned that by driving short-term interest rates down and giving
banks easy money to lend, it would allow banks to lend more money
to home buyers and business owners. However, banks held on to the
money rather than lending it. Low short-term interest rates and these
other strategies did not return sufficient equity into the housing market
to resolve the underwater home mortgage crisis or hike GDP growth.
After these Fed policies failed, the Fed launched “quantitative
easing” (QE), in which it made additional purchases of securities and
other bank assets. This time the Fed purchased longer-term securities,
mostly home mortgages, in an effort to drive long-term interest rates
down. Since 2008, three successive rounds of QE (QE1 – QE3) have all
failed to resolve the home mortgage crisis or kick start the GDP.
These Fed policies have raised concerns about (1) the stability of
the dollar, (2) the likelihood of future hyper-inflation, (3) the prospect
of exposing taxpayers to further losses, and (4) even about the financial
strength of the Federal Reserve itself.
borrow money from the Fed).18
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Norbert J. Michel and Stephen Moore of the conservative Heritage
Foundation said, “The Fed’s monetary policies are looking increasingly
futile in terms of creating more jobs or accelerating economic growth.”20
On the liberal side, Larry Summers, President Obama’s first choice for
Fed Chairman to replace Ben Bernanke, speaking of the Fed, said,
“There’s no evidence of growth that is restoring equilibrium. One has
to be concerned about a policy agenda that is doing less with monetary
policy than has been done before, doing less with fiscal policy than has
been done before, and is taking steps whose basic purpose is to cause
there to be less lending, borrowing and inflated asset prices than there
was before.”21
Both conservatives and liberals would like to see different monetary
policies at the Fed.

Too Much Debt Risks Government Insolvency
The other systemic risk to our financial system is U.S. government’s $18 trillion debt and ongoing half a trillion dollar per year
deficit spending. In great part, government debt is due to subsidies to
individuals (e.g., tax breaks and welfare) and special interests (i.e., corporate welfare). However, if government subsidies and deficit spending
coaxed the economy into robust sustainable growth, we would not have
experienced the Great Recession.22 The current government economic
strategy can be characterized as follows: When subsidies, low interest
rates, quantitative easing, and tax breaks causing massive deficit spending all fail to produce job growth and a higher GDP, double down on
them and hope for the best.
We need a better way to protect against the systemic risk of the
banking system. We need a fundamentally changed financial system
that does two things:

- 428 -

personal and national financial security
1. dramatically reduces the overall debt in the U.S., both governmental and personale, and
2. places a substantial proportion of financial assets under the
management of more secure financial institutions.
As has been mentioned before, the reduction of personal and governmental debt is built into Grand Bargains’ reform. ACCs are designed
as reducers of debt and waste throughout the economy.
As will be discussed later, ACC-affiliated financial institutions will
greatly decrease systemic financial system risk by their involvement in
resolving the housing crisis. However, we need to first make sure that
ACCs themselves do not add any financial instability of the economy.
The solvency of each ACC needs to be ensured.

Grand Bargain #23: ACCs to Self-Insure Against Bankruptcy
Because of mismanagement or unforeseen financial losses, some
ACCs could become insolvent. A mechanism needs to be instituted
for the orderly dissolution of bankrupt ACCs so their members can
move to successfully managed ACCs. To ensure members against loss
of benefits with the closures of their ACCs, each ACC will accumulate
reserve funds as self-insurance. In the case of financial stress of an
ACC, the reserve funds can be partly or entirely liquidated to cover all
promised benefits to members. Financial management practices and
member benefits may then be restructured in a sustainable fashion.
As part of Grand Bargains-based reform, ACCs will each set aside
about 2.3% of patient care revenue as self-insurance. Collectively, ACCs
will set aside about $100 billion of health and human services revenue
each year to self-insure against insolvency.f As will be discussed later,
e From 1980 to 2014, overall debt in the U.S. (households, businesses, government,
and financial institutions) rose from about $4.7 trillion to $59 trillion.23 Whereas, the
debt to GDP ratio in 1980 was about 1.6/1, it is now over 3.3/1.24
f $4.3 trillion (health and human services revenue of all ACCs, Chapter 19) x
0.023 (2.3% of ACC revenue for credit unions) ≈ $100 billion
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this money will earn interest while being utilized to help members find
decent, affordable housing.
First, some background on the origins of the housing crisis is in
order.

U.S. Home Mortgage Crisis: A Personal Perspective
My mother bought our house in Sunnyvale, California for $11,000
in 1957. Working as an elementary school teacher and using the GI Bill
to get a government-subsidized loan, my single mother could afford
a new three-bedroom home in what was to become “Silicone Valley.”
When my mother died in 1985, I sold the house for $175,000.
My then wife and I bought our first home in San Diego, CA for
$27,000 in 1977. In 1986, we sold the home for $64,000.
In Long Beach, CA, we bought our second home for $140,000 in
1980 and sold it in 2002 for $380,000. The income tax write-offs for
the mortgage interest payments and property taxes on the house (i.e.,
government subsidies) saved us tens of thousands of tax dollars over
those 22 years.
When equity accumulated in our Long Beach home, I refinanced
the loan for a lower interest rate and a higher principal. This allowed
me to pay for a new car outright without a high-interest, non-taxdeductible car loan. I also used part of the new mortgage loan to max
out my contributions to my employer-sponsored, tax-deferred savings
plan, with my deposits partially matched by my employer. As my case
demonstrates, government housing subsidies can be creatively manipulated by the wealthy.
Two of my daughters have homes in the San Francisco Bay Area.
Those homes, purchased with government-subsidized ultra-low interest loans in the last few years, have appreciated even faster than the
equities in the previous two generations of our family’s houses.
So far, my family has been unusually lucky in the purchases and
sales of our homes. As the housing crisis over the past few years has
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shown, tens of millions of other families have not been so lucky. For
many, home mortgages led to financial ruin. Maybe we should ask,
“Should luck be so important in buying and selling a home? “Should
the housing market be run like a casino?

U.S. Home Mortgage Crisis: The Big Picture
Credit unions are not-for-profit member-owned financial institutions that exist to give its members a safe place to save money and receive reasonable rates on loans. Savings and loan associations (S&Ls)
specialize in accepting savings deposits and making home mortgage
and other assorted loans. Depositors and borrowers may be members
and have voting rights.25 S&Ls can be either corporations or mutuals (a
type of business where making a deposit is like purchasing stock in the
organization). Given that ACCs are cooperatives, the Grand Bargains
preference is for mutual S&Ls. Banks are community, regional or national for-profit business corporations owned by private investors and
governed by a board of directors chosen by the stockholders.26
The S&L crisis of the 1980s and 1990s should be studied by anyone
endeavoring to design a more secure banking system. The causes of the
S&L crisis included:
1. Deregulation of S&Ls in 1980 gave them many of the capabilities of banks, without the same regulations as banks.
2. S&Ls issued long-term loans at fixed interest rates using shortterm money.
3. To reduce inflation, the Fed markedly increased short-term
interest rates from the late 1970s to the early 1980s.
4. Lax regulatory oversight led to unresolved insolvent S&Ls.
5. Frauds were committed by S&L executives and employees.
6. The Tax Reform Act of 1986 significantly decreased the value
of many real estate investments which had been held more for
their tax-advantaged status.
- 431 -

grand bargains
7. Much real estate investment prior to 1986 was done by passive
investors (i.e., not home owners).
8. Executives from insolvent S&Ls successfully lobbied politicians
to delay necessary supervisory actions.
9. The short-term cost of funding mortgages at high interest rates
was higher than the return on lower fixed-rate mortgage loans
(“asset-liability mismatches”), precipitating S&L failures.
By 1995, the Resolution Trust Corporation had closed 747 failed
institutions nationwide, worth over $400 billion. American taxpayers
paid an estimated $160 billion.
William Black, PhD served as an S&L bank regulator in the 1980s
and early 1990s. He prosecuted many of the executives of the S&Ls
that knowingly made fraudulent loans before their institutions went
bankrupt. His book, The Best Way to Rob a Bank Is to Own One: How
Corporate Executives and Politicians Looted the S&L Industry,27 details
the corruption and fraud in the S&L industry that led to the crisis.
His assessment of the sub-prime mortgage crisis leading to the
Great Recession suggests that politicians learned nothing from the S&L
crisis. Dr. Black noted that, as early as the year 2000, home appraisers
were being coerced to fraudulently inflate appraisals or risk losing their
jobs. Honest appraisers created a petition stating: “There is an epidemic
of lenders who are extorting us to inflate the appraisal, and when we
refuse to do so, they blacklist honest appraisers and refuse to use them
in the future.” This petition was widely circulated and eventually signed
by over 11,000 appraisers.28 However, fraudulent appraisals continued.
In an interview in 2013, Dr. Black indicated that the mortgage industry learned nothing after the Great Recession. His analysis was that
mortgage fraud risk is now relatively low only because the economy
is so crippled. He predicted that when the economy booms again, the
fraudulent loans will re-emerge.
Dr. Black was questioned about the Dodd-Frank Congressional
regulations enacted to prevent future mortgage industry melt downs.
He said that we remain at high risk because of “too-big-to-fail” banks
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and a banking culture that fosters epidemics of banking fraud (“criminogenic environment”). He noted that Dodd-Frank did nothing effective in reigning in outsized executive compensation, which he said
was the means of looting the banks. The absence of prosecutions of
fraudulent bankers by regulators and the U.S. Department of Justice
potentially emboldens bankers to continue putting the country at great
financial risk. In this environment, when honest bankers refuse to
make fraudulent loans, the bankers lose their jobs.
After the predatory lending practices of banks and rising personal
indebtedness precipitated the home foreclosure crisis in 2008, the Treasury Department and the Federal Reserve sided more with the profligate financial institutions than the virtually bankrupt and “underwater”
homeowners.29 As a result, the attorneys general of all 50 states, led by
Tom Miller of Iowa, mobilized to conduct a joint investigation into the
banking practices that had led to the scandal.
The attorneys general wanted more than to bring corrupt bankers to justice and to win a huge settlement on behalf of homeowners:
they sought to force the big banks and other loan servicers to institute
widespread, systematic mortgage-principal reductions. These principal
reductions would have ameliorated the pain of homeowners by sharing
the pain with careless and/or corrupt financial services providers and
their investors. In the end, the attorneys general failed to bring honesty
and fiscal discipline to the system.
Over 9 million home mortgages remained underwater in the second quarter of 2014.30, 31 The aggregate value of negative equity of the
underwater homes is almost $400 billion.32
When mortgage interest rates increase to historically normal levels,
another wave of falling home valuations and of foreclosures is very
likely.33 Meanwhile, future taxpayers are forced to assume the long-term
costs of a relatively few, wealthy home buyers, speculators, and home
mortgage refinancers that get 30-year fixed mortgages at historically
low interest rates.
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Home and Rental Prices Too High
Even before the housing mortgage foreclosure crisis began in
2007-2008, housing costs were unsustainably high and climbing. After
adjusting for inflation, mortgage and rental costs now comprise about
four times more than in 1940.34, 35 The portion of home renters facing
a severe or moderate financial burden due to housing costsg has risen
from about 22% in the 1960s to 50% in the 2000s.36 As the number of
very low-income renters has grown, the likelihood of receiving rent
assistance has decreased to about 24% of those who request a government subsidy for rent.h
The fraudulent banking practices precipitating the S&L bank crisis
and the Great Recession also contributed to increasingly unaffordable
housing for all but the rich. The additional factors leading to the early
2000s housing bubble and subsequent crash, include:
1. tax policy38
a. exemption of house ownership from capital gains tax
b. mortgage interest tax write-off
2. historically low interest rates38
3. heavily government subsidized mortgage marketi
4. diminished private sector role in bearing credit risk42
5. risk multiplier of overly leveraged financial institutions and
overly leveraged buyers43
6. speculative fever.
Most of these government subsidies and tax policies benefit the
wealthy much more than middle- and low-income people. Taxpayers
g Moderately financially stressed renter: > 30% of income going to rent. Severely
financially stressed renter: > 50% of income going to rent.
h Examples of Housing and Urban Development (HUD) rent assistance include
low-income senior housing subsidies, “Section 8” housing vouchers for low-income
families, and subsidies for spouses and parents of people in the armed forces.37
i
The government subsidizes mortgages of over 90% of owner-occupied homes
and over 65% of rental properties.39, 40 Government agencies participating in housing
subsidies include Fanny Mae, Freddy Mac, Ginnie Mae, the Federal Housing
Administration, Veterans Administration, and the U.S. Department of Agriculture
(loans on rural properties). The U.S. Department of Housing and Urban Development
operates 127 subsidy programs.41
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pay for all of them. Administrative overhead of government agencies
providing subsidies is high, costing about $2 billion per year to operate
the Department of Housing and Urban Development.44
Solutions being entertained to solve the housing mortgage crisis
include privatization of the market and replacing all the government
housing mortgage subsidy programs with another government housing mortgage subsidy provider.39 Neither of these fixes to the mortgage
industry would make housing significantly more affordable. We need a
better solution to both the mortgage industry and housing affordability.

What the Housing Market Needs
To establish housing market long-term stability, many economists
and politicians on the left and right agree that the government’s roles in
housing subsidies, tax policy, and perhaps regulation need to decrease.
A “Housing Commission,” drawn up of Republicans and Democrats
appointed by the Bipartisan Policy Center has defined objectives for a
reformed housing finance system:42
1. to protect taxpayers from paying for so many subsidies,
2. to provide for a greater diversity of funding sources by opening
mortgage market access to lenders of all types and sizes, including community banks and credit unions,j
3. to serve as wide a market as possible, and
4. to assure consumers fair access to sustainable and affordable
mortgage credit.
Since the “too-big-to-fail” bank bailouts in 2008-2009, fiscal policies
of the federal government (taxing and spending) and monetary policies the Fed (e.g., zero interest rates, printing money, and quantitative
easing) have been directed towards trying to aid the recovery in home
values. Fiscal and monetary policies also seek to stimulate overall GDP
j The six largest banks in the nation now have 67% of the $14.4 trillion in the U.S.
home mortgage financial system.45 About 7000 banks and credit unions share the
remainder of the market.

- 435 -

grand bargains
growth—represented by Wall Street and the stock market—at virtually
any cost.
While many economists criticize this approach,46 they offer no viable alternatives. Generally, Democrats want to keep deficit spending
our way to financial health and Republicans prefer draconian austerity
to balance the budget. Success with either strategy is hard to imagine.
For a solution to the housing crisis, think outside-the-box. Consider that we may need to pursue policies to benefit all stakeholders—
homeowners, renters, taxpayers, the government, and investors. The
strategies should not require big increases in housing prices or high
GDP growth. Think about a plan that will simultaneously, (1) provide
easy access to affordable housing, (2) equitably resolve the underwater
home mortgage crisis, (3) reduce overall debt, and (4) eliminate the
ever looming risk of overall financial system meltdown.
What about having safer and more secure financial institutions displace too-big-to-fail banks from much of the home mortgage market?

Grand Bargains #24: ACC-Affiliated Credit Unions/S&Ls to
Enter the Housing Market and to Manage Pensions
ACCs will affiliate with credit unions that will make mortgage
loans for members to purchase homes, condos, or farms. For the same
purposes, ACCs will also affiliate with S&Ls.
ACCs will likely partner with existing credit unions/S&Ls but, if
needed, could charter new ones. Credit unions/S&Ls are appropriate institutions to manage these funds since they offer mortgages for
properties. By design, they are typically managed conservatively for the
benefit of members rather than for high profits for speculators. Taking into account the causes and lessons of the S&L insolvency crisis in
the 1980s -1990s47 and the sub-prime mortgage lending precipitating
the Great Recession, ACC-affiliated S&Ls will be tightly watched by
government regulators and, even more importantly, closely overseen
by ACC stakeholders.
For funding of ACC-affiliated credit union/S&Ls, the Grand Bargains’ approach will be to use ACC self-insurance funds, Social Security
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Trust Fund dispersements, and pension fund deposits. ACC member
saving account deposits will also be welcome. Funding mortgages
primarily with retirement savings managed by competing, nonprofit,
cooperative institutions, accountable to members, will facilitate stability, security, and efficiency.
To take advantage of ACC-administered housing subsidies (i.e.,
Housing and Urban Development funds transferred to ACCs, Chapter
19) people will need to obtain mortgages from their own ACC-affiliated
credit unions/S&Ls. This way, there won’t be a race to the bottom in interest rates and other loan parameters. This race to the bottom usually
favors loan brokers shopping among the government subsidized toobig-to-fail banks to the detriment of unsubsidized credit union/S&Ls.
Home mortgage interest rates of ACC-affiliated credit unions/S&Ls
and ACC policies on housing subsidies should be considered by people
when choosing an ACC. Likewise, people saving for retirement should
notice interest rates paid on pensions and Social Security deposits
when choosing an ACC. ACC financial services experts will have to
balance the desires of home buyers for low interest rates with the needs
of pensioners and Social Security recipients for reasonable interest
rates on their retirement savings.
New deposits in 2016 to the ACC-affiliated credit unions/S&Ls
totaling at least $650 billion will come from the following combination
of sources (Chapter 23):
1. ACC reserve revenue set aside as insurance against insolvency
($100 billion in 2016),
2. Social Security Reserve Fund dispersements from the U.S.
Treasury ($100 billion in 2016),
3. Pension deposits of government workers ($150 billion in 2016),
4. Pensions of private company employees ($300 billion in 2016),
and
5. Deposits of ACC members.
With these funds, ACC-affiliated credit unions/S&Ls will participate in the housing market. They will provide affordable mortgages for
members to purchase properties. Additionally, ACCs-affiliated credit
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unions/S&Ls will themselves purchase homes and apartments to rent
to members.
Options for ACC members to rent will include:
1. Younger people may enter into rent-to-buy arrangements for
ACC-owned homes and apartments while they save for down
payments to buy the properties from their ACCs.
2. Older people that own their own homes may sell them to the
ACC-affiliated credit unions/S&Ls for retirement income and
continue in the same dwellings as renters.
3. ACC-affiliated credit unions/S&Ls may purchase underwater
properties at foreclosure auctions or short sales and allow the
former property owners to remain as renters.
As of 2014, U.S. residents owed about $11 trillion in mortgages
on their homes, multi-family residences, and farms.23 Of that mortgage debt, at least $2 trillion worth of those loans had negative equity
(underwater mortgages). ACC-affiliated credit unions/S&Ls will seek
to buy those properties as soon as possible to stabilize the housing
market while helping to make housing affordable to buy and rent for
their members. ACC involvement with mortgages will tend to lower
average home prices throughout the country. The depressant effect on
the GDP of home prices stabilizing at more affordable levels will be
offset by increased employment and higher wages (Chapter 12). With
ACCs in charge of administering housing subsidies and ACC-affiliated
credit unions/S&Ls involved in the housing market, hyperinflation in
home values and rents will not recur.
Historically on average, about $500 billion-$600 billion worth of
mortgage loans, new purchases or refinances, on homes, multifamily
residences, and farms are acquired each year.23 ACC-affiliated credit
unions/S&Ls will have the funding necessary to enter this market,
serving low- and middle-income buyers. Private banks are efficiently
serving high income home buyers now and can continue to provide
mortgages for these people.
In comparison with home mortgage interest rates in 2014 of 3.5%4.5%, ACC-affiliated credit union/S&L mortgage loans at 5%-6% annual
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interest will significantly lower home market values. This adjustment
is necessary for the long-term stability and affordability of homes and
rentals. ACC members saving for retirement or contributing to college
funds for their children will receive reasonable and secure returns on
those savings (i.e. 4-5%).
Whereas, most government subsidies for homes now go to the
relatively wealthy, ACCs will be tasked with targeting housing subsidies to low- and middle-income people to buy or rent homes, condos,
or farms. ACCs will have maximum flexibility in administering those
subsidies. In addition, ACC-affiliated credit unions/S&Ls will be able
to compete with too-big-to-fail banks to provide virtually all mortgages
of lower than average cost homes, condos, and farms. When indicated,
ACC-affiliated credit unions/S&Ls will be able to collaborate with
ACC social services and financial services departments to innovatively
integrate subsidies into home mortgage loan packages.
Even more social justice will be brought to the home mortgage
market playing field by the consumption tax on too-big-to-fail banks
of 0.8% of overall equities (Chapter 21). This will tend to raise mortgage
interest rates and consequently lower the value of higher end homes,
counteracting future housing bubbles.

ACC-Affiliated Credit Unions/S&Ls Lending to Businesses
Including Social Benefit Corporations
After accommodating the home mortgage needs of ACC members
and buying the accumulated mortgage-backed securities from the
Fed, ACC-affiliated credit unions/S&Ls will likely have funds available
for other borrowers. Since loans for small businesses have been very
difficult to obtain throughout the financial crisis, businesses should
be first in line for ACC-affiliated credit union/S&L loans. As cooperatives chartered to benefit all members, ACCs and their affiliated credit
unions/S&Ls will likely favor lending to startup and established businesses with social purposes. Social benefit companies or “B” companies
are a relatively new type of company that uses the power of business
to address social and environmental problems.48 In addition they are
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intended to make money for owners, investors, and employees. B corporations are chartered in 26 states in the U.S.
An example of a B corporation might be conservation coaching.
Conservation coaches may help clients find ways to reduce their
consumption of non-renewable energy, water, plastics, and other commodities subject to the new consumption taxes. B corps might also be
chartered to help clients adopt healthful diets and lifestyles, to advise
ACC members on legal issues, to serve as financial planning educators,
or to clean up pollution in their local environments.

Competition Between ACCs on Quality of Financial Services
ACCs will compete with each other, in part, on their financial
services. These will include financial counseling, financial education,
ACC-affiliated credit union/S&L mortgages and loans, scholarships,
part-time jobs for college students, and management of retirement
savings (Social Security and pensions). The quality of ACC financial
services could be measured by whatever financial yardsticks that appeal to the ACC stakeholders. Financial services measurement tools
could include:
1. debt free higher education opportunities for students,
2. financial security of retirees,
3. the affordability and accessibility of ACC-affiliated credit
union/S&L mortgages,
4. the return on investments of retirement funds (Social Security
and pensions),
5. the fairness of ACC utilization of risk-adjusted government
block grants for housing and other ACC services,
6. quality of jobs created, and
7. the low frequencies of bankruptcies and home foreclosures of
ACC members.
In an environment of ACCs’ competing on financial successes of
enrollees, the ACC financial services professionals, including those
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staffing ACC-affiliated credit unions/S&Ls will be responsible for
enrollees’ fully utilizing their high-value financial services. The most
talented of financial services professionals would do well to choose
rewarding careers with ACCs helping people achieve financial security.
ACCs may well provide start-up loans or grants to affiliated financial
services companies that commit to providing financial counseling
services.

Monetary Policies: Directed by ACCs Instead of the Fed
Given the widespread dissatisfaction with the Federal Reserve
Bank, consider retaining the Fed for its original purpose—to provide
elastic currency and serve as the lender of last resort to banks. Then,
think about having national monetary policy determined by a federation of ACC-affiliated monetary policy experts. An elected committee
of the ACC monetary policy experts would replace the Federal Open
Market Committee and the Federal Reserve Chairperson (currently
Janet Yellen) in making monetary policy decisions by the Fed.
Compared with the Federal Open Market Committee, the advantages of ACC directed monetary policies would include:
1. decentralization of monetary policies
a. Each ACC will decide what short-term and long-term interest rates for ACC-affiliated credit unions/S&Ls to charge.
b. Each ACC will determine what strategies work best for it to
maximize employment.
2. greater capacity of a network of competing ACCs to maximize
employment that a group of high-powered financial wonks,
3. greater ability of a network of ACCs to stabilize prices:
a. ACC-affiliated credit unions/S&Ls will participate in credit
markets.
b. ACCs will influence members in terms of supply and demand for goods and services.
c. As employers of over 60 million health and human services
providers and the determiners of what health and human
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services will be offered, ACCs collectively will be able to
guard against excessive inflation or deflation in the economy.
4. more direct influences over long-term interest rates
a. Each ACC-affiliated credit union/S&L will set long-term
interest rates of mortgages on homes, condos, and farms.
b. Growth of ACC member pensions and Social Security
funds will be determined by long-term interest rates.
It makes a lot of sense to have decentralized ACCs manage the
U.S.’ monetary policy instead of a few high-level bankers. The Fed’s
elite monetary policy experts will be able to move to individual ACCaffiliated credit unions/S&Ls where their performances may be compared with other bankers. The best performing bankers may then be
elected to a committee of ACC-affiliated bankers that will be charged
with determining (1) the Fed’s short-term interest rate for bank loans,
(2) the amount of currency in circulation, and (3) other decisions made
by the Fed.

ACC Monetary Policy: Stop the Fed’s Printing Money and
Low Interest Rates and Reverse Quantitative Easing
Decades of well-meaning but misguided government housing subsidies strongly contributed to inflated home prices that made buying
or renting houses difficult for poor people. It was these inflated home
values that helped to fuel the housing bubble in another way: Consumers with some equity could borrow more and spend more until the
bubble burst. ACCs’ administration of federal, state, and local housing
subsidies will more effectively target the low end of the housing market
without creating housing bubbles.
Grand Bargains’ economic reform calls for (1) stopping the Federal
Reserve Bank’s policies of zero percent interest rates for short-term
loans to banks, (2) decreasing the money in circulation (base money),
and (3) reversing quantitative easing (over time selling off the Fed’s $1.7
trillion in mortgage-backed securities accumulated to spur growth).
With ACC-affiliated credit unions/S&Ls in place in the housing mar- 442 -
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ket, these three reforms will safely drive down inflated home prices and
lead to long-term housing market stability.
Once ACC-affiliated credit unions/S&Ls buy up the vast majority
of homes with underwater mortgages, the Grand Bargains-strategy is
for the credit unions/S&Ls to buy back from the Fed the $1.7 trillion
in mortgage-backed securities. Purchasing those mortgage-backed
securities from the Fed at real market rates will financially strengthen
the ACCs. This will also make the Fed and federal government much
more financially secure.
By reversing these ineffective monetary policies of the Fed, longterm interest rates will rise to more normal levels (5%-6% per year).
This will allow the retirement savings of ACC members to grow securely at adequate rates of interest. This will also inspire confidence in
the Fed and the solvency of the U.S. Government.

Downsizing the Financial Services Sector
A government-sponsored enterprise (GSE) is a financial services
corporation created by the United States Congress. Loans made by GSEs
comprise almost $8 trillion of financial sector debt out of the approximately $59 trillion credit market.23 This provides a huge government
subsidy to the financial services sector. Most prominent among the
GSEs are the government backed home mortgage companies (Fanny
Mae, Freddy Mac, Federal Housing Administration (FHA), etc). With
Grand Bargains’ reform, the relatively few GSEs will be eliminated and
their roles assumed by the many, decentralized ACCs. ACC-affiliated
financial services companies will take over the government’s roles of
assisting individuals and groups that for decades have received financial subsidies (e.g., farmers, students, and low-income home buyers).
Eliminating GSEs will reduce the debt of the government, of companies,
and of individuals. Additional government financing of ACC-affiliated
credit unions/S&Ls to assume the rolls of GSEs will not be needed. The
$650 billion/year from pensions and the Social Security Trust Funds
to the ACCs will be much more than the GSEs have been getting from
the government.
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Regarding government debt, Grand Bargains-based reform will
mean not borrowing the projected $530 billion to balance the federal
budget in 2016 (Chapter 21, Tables 1 and 2) and subsequently. It will
also mean that the Social Security Administration will transfer close to
$3 trillion of Social Security Trust Funds to ACCs over the next decade
and thereby reduce the federal debt by that amount (Chapter 23). This
adds a national debt-reduction role for ACCs along with their other
advantages for social progress and healing.
With the elimination of the corporate income tax and simplification of the personal income tax code (Chapter 21), the cost of financial
services related to federal and state income tax compliance will be
reduced by about 90%.k The consumption taxes detailed in Chapter 21
and 22 are designed to reduce consumption of the items taxed. If enacted, reduced consumption of these items will save consumers almost
$800 billion in 2016 (Chapter 21, Table 3). Reducing purchases of these
commodities will mean less need for financing purchases and less debt.
Individual investors and banks naturally seek the highest returns
on their investments. Currently, emerging markets in third world
countries may return higher yields on funds than do U.S. investments.
Consequently, job creation in the U.S. suffers. However, with localcommunity-based ACCs controlling investments of privatized Social
Security revenues and pension funds (Chapter 23), the tendency of
investment dollars to go overseas will be reduced.
As mentioned before, ACCs will provide members with financial
professionals charged with helping members:
1.
2.
3.
4.

reduce their borrowing,
moderate spending on luxuries,
conserve on items subject to consumption taxes, and
save for the usual contingencies (retirement, kids’ college education, home down payments, etc.).

k IRS compliance costs reduced from about $200 billion to about $20 billion. For
the new consumption taxes, the compliance costs will be no more than half of the
current IRS compliance costs (i.e., $100 billion per year).
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Consequently, the overall cost of financial services will be further
reduced.
All of the above strategies to decrease public and private debt
will lead to a significant downsizing of the financial services sector
over the next few years. Personal savings will increase substantially,
perhaps from about 5% of personal income in the 2000s to the 10%
range maintained in the 1950s to early 1980s49 before our unsustainable accumulation of debt. ACC financial services specialists who help
members manage financial assets will tend to shift money to high-value
economic activities that create jobs, strengthen communities, and help
the environment.
A downsized financial services industry will continue to thrive but
will consume a much lower portion of the income of families. Fewer
financial workers will be needed and their average incomes will probably go down to levels closer to the pay of other professionals. Reducing
the net cost of financial services by hundreds of billions of dollars per
year will strengthen the rest of the economy and make almost everyone
better off.
Instead of the overall credit market debt in the U.S. increasing by
about $3 trillion in 2016 as projected,23 it will not increase at all and may
decrease modestly. With all of the above reforms, public and private
sector debt will decline much more over time while savings increase.
Financial services now consume about 7.7% of the GDP.1, 10 With
Grand Bargains’ reform, we will conservatively aim for the financial
services sector net profits to comprise about 5% of the GDP in 2025
(about the same as in 1980).

Grand Bargains-Related GDP Growth: Unpredictable
The U.S. Congressional Budget Office (CBO) in April 2014 projected that the 2016 U.S. GDP will be $19.0 trillion.50 The CBO based
this estimate on the optimistic assumption that the GDP will grow
by 4.5% per year from 2014 to 2016. If we more realistically assume
that the current slower rate of GDP growth (2.5% per year10) will continue, as forecast by the International Monetary Fund,11 the status-quo
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projected 2016 GDP will be about $17.9 trillion. However, it could be
somewhat higher or lower.
Predicting the effect of Grand Bargains’ reforms on the U.S. GDP
in 2016 will be difficult. Factors that will tend to increase GDP growth
through 2016 via Grand Bargains’ reforms include:
•
•
•
•
•
•

•
•

40 million net increase in jobs throughout the economy: at least
$2.3 trillion projected additional income (Chapter 12)l
repatriating offshore corporate profits: $2.1 trillion (Chapter
21)
repatriating individual earnings: $400 billion (Chapter 21)
immigration reform attracting highly educated and skilled
workers from other countries (Chapter 14)
new infrastructure spending: $100 billion (Chapter 15)
new education spending on part-time work and grants to college and trade school students to eliminate new student-debt:
$50 billion (Chapter 16)
new national security spending: $50 billion (Chapter 17)
shifting $100 billion of the Social Security Trust Funds from the
U.S. Treasury to ACC-affiliated credit unions/S&Ls to lend to
ACC members

Factors that will tend to decrease GDP growth via the Grand Bargains are more difficult to quantify:
•
•
•

Consumption taxes reducing sales of commodities that are
taxed: $767 billion (Chapter 21)
IRS income tax compliance costs decreased: $80 billion (Chapter 21)
Fewer legal services due to enterprise malpractice liability and
other Grand Bargains’ legal system reforms: unknown

l The $660 billion in wages paid to 20 million parents and caregivers for the elderly
and disabled doesn’t add to GDP because the work was previously unpaid. For the
20 million additional workers with incomes that average the same as other workers
($47,000 per year51), the wages will be $940 billion ($47,000 x 20 million workers =
$940 billion). The final added value of their products and services is assumed to derive
from wages (60%) and other factors (40%). Therefore, the GDP growth estimate from
these new jobs is $940 billion wages / 0.6 (fraction of added value going to wages) =
$1567 billion
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•
•

•

Fewer financial services costs due to less debt: unknown
Housing valuation reduced due to a reversal of Federal Reserve
Bank’s economy stimulating policies (i.e., printing money, low
interest rates, quantitative easing, etc.): unknown
Stock market valuation also reduced because of higher interest
rates: unknown

The net change in projected 2016 GDP with the major disruptions
of Grand Bargains’ reforms is impossible to predict due to so many
moving parts of the economy. The GDP could go up or down a few percentage points initially. Whatever the GDP, people will be much better
off because of the 40 million net increase in jobs, higher minimum
wages, more progressive tax system.
The combination of these reforms will result in a major redistribution of income from the 1% to the 99%. With Grand Bargains’ tax
reform, the 1% highest earners will pay over 50% of all personal income
taxesm while the lowest 90% of earners pay no income taxes (Chapter
21). The consumption taxes will strongly impact both the poor and the
rich. Compared with rich people, the poor will be under more financial
pressure to quit smoking, to limit alcohol consumption, to eat a more
healthful diet (i.e., less processed food and more plant-based whole
foods), to conserve energy, and limit use of electronic media. ACC human services providers (health, social, financial, legal, etc.) can help
people of all income levels to embrace lifestyle changes that will help
individuals and the society as a whole.
The Grand Bargains’ reform-related decreases in spending on human services (health, welfare, legal and financial), and less spending on
housing and items subject to the new consumption taxes, may reduce
the GDP initially. However, these reforms will help move us toward
widespread prosperity over the long term.
m Currently, the top 1% of earners pay 35.1% of all personal income taxes.52 With
Grand Bargains’ reform, the top 10% of earners will pay 68.3% of the projected total
of the status quo personal income taxes in 2016. So the top 1% will pay 51% of the
total personal income taxes (0.351 (35.1% of all personal income taxes currently paid
by top 1%) / 0.683 (68.3% of projected status quo taxes to be paid by the top 10% of
earners with Grand Bargains’ reform) = 0.513 (51% of the projected total of personal
income taxes in 2016 paid by the top 1% of earners).
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With ACC-directed U.S. monetary policies, GDP growth will be less
cyclical because of the moderating influence of ACC-affiliated credit
unions/S&Ls. Over the intermediate and long terms, the GDP will rise
at least modestly as ACCs maintain high employment, stabilize the
housing market, foster affordable higher education (Chapter 16), and
reduce the over-incarceration of U.S. residents (Chapter 11). Whatever
the GDP will be at the end of 2016 and subsequently, the economy will
become more stable, less subject to commodities bubbles, and much
more protected from the kind of financial meltdown we experienced
in the Great Recession.
Much study and advocacy have gone into adopting a better measure
of economic well-being than the GDP. The Gross National Happiness
Index and the Genuine Progress Indicator are the main contenders to
the GDP for an agreed-upon, more sensible measurement that does not
translate pollution and other wasteful activity as good things because
they represent “growth.”53
The success of Grand Bargains’ reforms will not depend on maintaining high GDP growth. If GDP growth continues at 2.5% as it has
been for several years, this might be a seamless transition. Indeed, if
GDP growth decreases to 0%, it would not create a disastrous meltdown
or massive job layoffs. Consequently, the economic growth projections
used in this book (GDP = 2.5% increase/year and pensions = 4%-5%
earnings/year) are conservative. If GDP growth becomes higher (e.g.,
> 4%), venture capitalists, entrepreneurs, technology innovators, investors, and owners of wide ranging businesses will do especially well.
Extra financial benefits may trickle down to workers and pensioners.
However, even with modest or no GDP growth, individual citizens and
the country will remain financially secure.

Summary and Conclusion
Widespread financial illiteracy, excessive debt, waste, greed, and inefficiency throughout the sectors of the economy have squandered our
wealth and brought the U.S. Government to the verge of insolvency.
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Adding 40 million jobs that will pay at least $1.5 trillion in workers’
income in 2016 (Chapter 12) will mean economic recovery for more
than just the rich. However, continued waste and inefficiency throughout the economic sectors could squander the benefits of more jobs
and higher pay. One way of improving society’s economic security is
fostering individual financial security. This requires teaching financial
literacy skills and fiscal discipline throughout the country. ACC financial educators and counselors will help members reduce debt, decrease
unnecessary spending, live within their means, and save for the future.
ACC financial literacy education will begin with informing members
to use their stakeholder statuses to influence ACC health and human services spending policies. ACCs will establish their own benefits packages
regarding health care, social services, and other human services. Based
on what services are offered and how efficiently services are delivered,
ACCs will decide what premiums to charge members. All stakeholders
will be impacted by and therefore involved in these decisions.
Using funds transferred for management from the Social Security
Trust Funds and from deposits into public and private sector pensions,
ACC-affiliated credit unions/S&Ls will provide loans to members
for mortgages (homes, multi-family residences, condominiums, and
farms) and businesses. These ACC-affiliated financial services companies will also buy up many of the over 9 million homes with underwater
mortgages and purchase much of the inventory of the Fed’s $1.7 trillion
in quantitative-easing-related mortgage-backed securities.
ACC-affiliated credit unions/S&Ls will also provide loans for
startup and established businesses for members. Preferences will likely
be given to “B” corporations with social purposes (e.g., health enhancement, environmental protection, etc.) in addition to making money for
business owners and investors. ACCs, as employers of more than 60
million people (i.e., one-third of the economy), will need to facilitate
the creation and growth of many B corporations that provide health
and human services for ACC members.
ACC-affiliated credit unions/S&Ls entering the credit market will help
1. ACC members get mortgages and other loans
2. provide members with secure retirement income,
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3. strengthen the Fed, and
4. reduce the risk of insolvency of the U.S. Government.
No one will be financially secure if the entire financial system melts
down again because of risky financial services practices. Too-big-tofail banks now control more financial assets than in 2007. ACC-affiliated credit unions/S&Ls entering the home mortgage market will help
eliminate this very real systemic financial risk. The Grand Bargains’
strategy for eliminating overall financial system risk is to decentralize U.S. monetary policy. Each ACC will develop its own monetary
policies. Each ACC affiliated credit union/S&L will determine its own
interest rates charged on mortgages. Correspondingly, growth rates of
pensions and Social Security deposits will be set.
An elected committee of ACC monetary policy experts from
throughout the country will then assume the roles of the Federal Open
Market Committee and the Fed Chairperson. However, the Committee’s function will be limited to setting the interest rate that the Fed
charges banks for short-term loans and determining the money in
circulation (base money).
By using competition between ACCs to combat excessive debt,
waste, bureaucracy, and inefficiency; we will empower individuals and
communities to grow in financial security and stability. Grand Bargains’ reforms will result in a much downsized financial services sector
that no longer poses a major systemic risk to our economy. We will
no longer have a casino economy with borrowing-fueled commodity
bubbles followed by deep recessions.
Less public and private debt, and more personal and systemic
financial security, will contribute to improvements in health indices,
environmental indicators, infrastructure development, social justice,
and jobs.
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Chapter 25

Better Care for Seniors and
People with Disabilities

T

he California budget deficit during the Great Recessiona forced
severe cuts in health and welfare services. I attended a forum to
discuss the impact of the cuts on seniors hosted by my California State
Assemblywoman, Bonnie Lowenthal from Long Beach. Lowenthal
chaired the Assembly Committee on Aging and Long-Term Care. The
lively meeting featured five panelists that were each directors of service
agencies or high-ranking administrators. Each of them excepting the
director of volunteer services for seniors recited how many thousands
of dollars each agency was cut and how the cuts had impacted their
services.
At one point in the conversation, Assemblywoman Lowenthal asked
the panel where seniors should call in Long Beach for efficient access
to all services available. The panelists looked at each other. Someone
finally said to call any of them. There was no one agency charged with
coordinating approximately 70 government, nonprofit, and for-profit
agencies in Long Beach serving seniors and people with disabilities.
This lack of coordination shocked me because many of the agencies
provided similar services.
The California Health and Human Services Department agencies
that provide services to seniors are divided between the Department of
Social Services, Department of Aging, and the Department of Health
Services. Coordination seemed to be lacking at the state level.
a

$60 billion deficit over two-years
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After the panelist presentations, representatives of many of the 70+
senior service agencies lined up to comment on the adverse impact of
the cuts on their clients and staff. Many complained that they weren’t
properly funded even before the cuts, so their reductions were especially severe. They all promised to do the best they could under the
difficult circumstances. No one had anything good to say about how
Governor Swartzenegger handled his difficult role of balancing the
California budget.
In the long line of agency representatives, no physician spoke. In
fact, I heard no reference to the doctors of the seniors who were receiving the health and social services. I found it odd that physicians did
not seem to have a visible role in the network of providers of services
for the elderly.
In the tabling area for service providers, I found the representative
for the nonprofit providing Alzheimer’s disease education and support.
I asked him if physicians frequently referred patients to them. He told
me that physician referrals were rare and that family members usually
called his agency seeking help with forgetful relatives. He said that the
Alzheimer’s disease nonprofit generally referred clients to neurologists
and other physician specialists rather than the other way around. PCPs
were not involved at all.
After the forum, I conferred with gerontologist Pamela Mokler,
MS, who had invited me to the event partly to show me the lack of coordination of services for the aged. She served as executive director of
the Orange County Office on Aging and tried to better coordinate the
fragmented and often duplicative services. She received considerable
resistance from the bureaucracy, especially upper-level administrators
over her attempts to streamline care and cut redundant services. A battle
ensued over the County’s intention to restructure services to the aged
in a manner that Ms. Mokler believed was both illegal and threatening
to state and federal funding. In 2003, she was unlawfully terminated
and won a whistleblower retaliation suit against Orange County. 1
Ms. Mokler’s comment at the forum about the urgent need to integrate all funding streams for the aged was applauded loudly by the
audience but received no substantive comment from Assemblywoman
Lowenthal or the panelists. It amazed me that, in those bleak fiscal
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times, policymakers were not especially concerned about eliminating
duplicative administrative functions and programs to make the system
more efficient in order to better serve seniors and the disabled.
Like Long Beach, CA, numerous municipalities in the country have
many well-intentioned individuals, government agencies, and private
foundations working to provide social services. However, with the
increased need and decreased resources brought on by the economic
downturn, agencies with uncoordinated and therefore inefficient social
service agencies are overwhelmed. One impasse is that social services
providers naturally defend the value of their programs and question the
wisdom and intent of any reformers.
Against the powerful inertia of the status quo, ACC care will be the
game-changer. ACCs will encourage a culture of innovation throughout organizations and communities by efficiently providing integrated
social services. Charitable organizations, volunteers, ACC staff, and
private social services agency professionals will work together to best
serve those in need. If they don’t do so, they will not compete for members well with other ACCs.

Health Care Costs per Medicare Patient: $45,000 in 2016
Seniors and disabled people face incredible health care costs. In
2016, government funding for Medicare patients will average about
$18,000 per Medicare recipient.b2-4 Remarkably, these government
funding sources comprise less than half of the actual medical, longterm care, and out-of-pocket cost of seniors and people with disabilities.
Additional costs include health insurance premiums, co-payments,
deductibles, uncovered services, and long-term care. Long-term care
b

Costs of U.S. Government Medical Care for Seniors/Disabled People 2016
Funding Source

Overall $ (billions)

Per person $

Medicare

715

12,770

Medicaid

248

4430

44

790

1007

17,990

Veterans’ Administration
Total
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includes nursing home costs paid by the Medicare enrollee, costs of
home care not reimbursed by insurance, and the value of unpaid family
and friend caregivers.
The total health care cost per capita for Medicare recipients (insurance covered, out-of-pocket, and value of unpaid friends and family
members providing home care) will be over $45,000 in 2016.c

Social-Safety-Net Services Costs: $4800 per
Medicare Recipient
As explained in Chapter 10, social determinants of health (income,
education, race, location, diet, lifestyle, etc.) are major factors in determining health outcomes. Social-safety-net services or welfare (food,
housing, child care, transportation, financial aid, etc.) for the poor attempt to prevent bad health outcomes due to poverty. In Long Beach,
CA and elsewhere, many different public and private agencies provide
those welfare services.
Most safety-net spending goes for children, people with disabilities,
and seniors. For a conservative estimate, let’s assume that Medicare
recipients (17% of the total population) receive government welfare
at three times the rate as the rest of the population. In 2016, welfare
c Health care costs for 56 million seniors and disabled people in 2016
Types of treatments
Overall
Per person
$
billion
$
448
8000
Out-of-pocket costs5, 6
• co-payments
• deductibles
• Medicare Parts B and D
• “Medigap” supplemental insurance
• employee health benefits
• non-covered health services
Long-term care costs
1087
19,400
• nursing home care payment
made by the recipient
64
• value of home care by unpaid family and friends @$15/hour
1023
Government programs
1007
18,000
Total
2542
45,400
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spending will average about $4800 per Medicare recipient on top of
health care costs.d 7, 8
Totaling health and welfare costs for seniors and the disabled gives
an estimate of about $50,000 on average projected for 2016. With the
status quo health and social services systems, the health and safety-net
spending for seniors and people with disabilities will be managed largely
by hundreds of federal, state, and local agencies, each with substantial
overhead. In most cases, no one will be in charge of coordinating health
care and social services. The extremely expensive and wasteful status
quo health and welfare systems have big problems with quality and outcomes. Lack of coordination of care and lack of accountability for the
overall delivery of health and social services are the central problems
with quality, outcomes, and costs.
On the other hand, with ACC-based expanded care, each disabled
person and senior will have a direct practice PCP within a patient-centered
medical home to manage all his/her health and social-safety-net services.

ACCs Offer Seniors More Health Care Services, Less Cost
For seniors and disabled people, comparing the current status quo
with ACC-based health care and social services costs is quite complicated. The analysis must take into account changes in medical premiums
and taxes. These will differ depending on income and spending of the
person. Average savings will be almost $3000 per Medicare recipient.e
d Safety-Net Services for 56 million Seniors and Disabled People for 2016
Types of SafetyOverall welfare To seniors /
Per person $
Net Services
$ billion
disabled $billion
Government welfare
500
255
Charitable giving
26
13
Totals
526
268
4786
e
Changes in health care spending of seniors and disabled people with ACC
based care:
Savings
Each adult over 65 years-old and disabled person will no longer pay the Part B and
D premiums: saving $1600 in 2016.17, 18
For those earning less than $60,000 per year or $120,000 per couple, personal
income taxes will be eliminated (Chapter 16).
No supplemental insurance for co-payments, deductibles, and other charges will
be required (i.e., Medigap insurance): saving $2800 in 2016.9
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For individuals earning less than $60,000 per year and couples earning less than $120,000, eliminating income taxes will save additional
money.
Over half of out-of-pocket costs in both cases will be in the value of
unpaid family and friends as caregivers for long-term care. Unlike with
the status quo, ACCs will have funds to cover a considerable amount of
the long-term care at home provided by family members and friends
(Chapter 6).
For current Medicare recipients, the net cost of ACC care will vary
depending on income bracket, consumption taxes paid, employment
by ACC (e.g., child care), etc. For seniors and disabled people who are
willing and able to work full-time or part-time, ACCs will provide job
opportunities.
Additionally, at the discretion of the selected ACC, further assistance may be provided in the form food, housing, transportation, etc.

Summary and Conclusion
The net financial benefit of ACC-based health care and social services for seniors and disabled people will average almost $3000 per
person in 2016. Low- and moderate-income people will benefit more
Long-term care from currently unpaid caregivers will be partly covered, saving
about $7000 in 2016: $331 billion (long-term care at home: 10 million full-time
equivalent care giving jobs x $33,100 per year = $331 billion) + $64 billion (nursing
home uncovered fees) = $395 billion. $395 billion / 56 million Medicare recipients ≈
long-term care saving on average $7000 in 2016.
Dental, vision, and hearing services covered by ACC care: saving $3000 in 2016.
Approximate average total savings: $1600 + $2800 + $7000 + $3000 = $14,400
Additional costs
Health premiums to ACCs for seniors (Chapter 18): $5730 in 2016.
Health premiums for younger people with disabilities: up to $7720 in 2016.
Consumption taxes (with an average of 30% reduction in spending on items subject
to the new taxes: $5842 per year ($1922 billion consumption taxes / 329 million U.S.
residents (Chapters 1 and 21).
Approximate average total additional costs per senior or disabled person with
ACC based care: $5730 + $5842 = $11,572
Approximate net average health care cost savings: $14,400 (savings) – $11,572
(additional costs) = $2828 in 2016. This does not include paying no personal income
taxes for 90% of Medicare recipients.
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financially because they will no longer pay personal income taxes and
will probably pay less in consumption taxes (Chapter 21).
For frail seniors and disabled people, PCPs from ACCs will be authorized to pay $15 per hour for in-home care by family members and/
or friends. Consequently, those served will be more likely to remain at
home rather than to be institutionalized. Caregivers will be less likely
to burn out. ACCs could choose to increase funds for caregivers for the
frail elderly and disabled in the future.
Given the competing demands on limited money, we should integrate and consolidate all health care and social services funding for
seniors and people with disabilities to create one streamlined system.
ACCs will do that. They will efficiently provide health and social services to seniors and disabled people because of coordination of care by
patient-centered medical homes led by direct practice PCPs. This will
be good for seniors and people with disabilities and the many welltrained, dedicated, and hardworking health-care and social-services
providers. Consequently, more services may be provided at a lower
cost.
Since the elderly and people with disabilities are the highest percapita consumers of health and welfare services, ACC-based reform
will benefit Medicare patients the most in decreasing net out-of-pocket
costs while greatly increasing health and safety-net services received.
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Chapter 26

Grand Bargains: The Urgency of Now

W

e have become increasingly divided as decades of worsening
inequality, record waste, blatant corruption and citizen disempowerment rage on. Government regulation and corporate power
strongly influence if not control health care, social services, education,
agriculture, food distribution, financial services, the legal system, and
other sectors. Government stalemate, gridlock, and corruption by corporate special interests are rampant. The resulting public policy quagmire has prevented actions to decentralize much power and authority now held by the government and corporations. In the mean time,
government agencies and large corporations have exerted increasingly
oppressive economic power over people. We need bold, decisive action
to unify people around the country toward a practical, non-violent way
of taking back decision-making power and authority regarding issues
that directly affect them.
Congressional legislation to enact the Grand Bargains’ plan to
implement communitarian ACCs will be a game-changer. A Grand
Bargains’ bill in Congress will be perfect to focus attention on this
tangible alternative to the status quo of polarized, corporate-moneyfunded politics. The bill doesn’t have to be written by the staff of any
member of Congress. Independent political policy analysts could do
a great job of adapting this book to the format of Congressional legislation. The overview of the ACC portion of the legislation will be
summarized in this chapter.
From now until the year 2016, U.S. society is at a crossroads: multiplying crises worse than stagnation, or an historical opportunity for a
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fundamental reorganization of health care and a shift to a sustainable
economy. The interrelated grand bargains outlined in this book are
designed to change the political and policy conversations. They will
simultaneously address all of our most pressing interconnected health,
social, and economic problems. These problems can only be addressed
with a comprehensive network of reforms.
Led by our dysfunctional and bankrupt health-care system, the
economy approaches an abyss. We need to embrace a fundamentally
new economic paradigm. Moreover, a culture change toward stronger
community and cooperation must commence for general healing and
solving our crisis of ecological sustainability.

The Much Needed Way Forward
The network of grand bargains here described will deliver universal
high value health care, dramatically increase employment, and eliminate
deficit spending while also increasing human services. The proposed
reforms in health care, welfare, and other sectors can improve public
health, strengthen communities, and remove major environmental
threats. With communitarianism within ACCs controlling one-third
of the economy, the interconnected grand bargains will undo much
institutionalized waste and inefficiencies in the public and private sectors. Simultaneously, reinvigorated free-market capitalism elsewhere in
the economy will support sound economics for the general welfare.
Table 1 shows the spending projections for 2016 with status-quo
assumptions contrasted with Grand Bargains-based reform. The table
also presents spending projections for components of the GDP in
2025 with the Grand Bargains’ plan in place. A conservative estimate
for GDP growth (2.5% per year) is used. If GDP growth is higher, the
benefits of Grand Bargains’ reform are understated. If the GDP stalls
at less than 2.5% growth, the benefits will remain strongly in force. By
at least 2017, GDP is likely to be higher as 40 million new well-paying
jobs are created.
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Table 1. U.S. Selected GDP Projections for 2016 and 2025
Spending with Status Quo Versus Grand Bargains’ Reform.
Status Quo
2016
$ (% GDP)

Grand
Bargains 2016
$ (% GDP)

Grand
Bargains 2025
$ (% GDP)

GDP projections

17,905 (100)

17,905 (100)

22,921 (100)

Health care1

3458 (19.3)

3458 (19.3)

3458 (15.1)

Social-safety-net2 and
social insurance

957 (5.3)

957 (5.3)

957 (4.2)

Child care

0 (0)

333 (1.9)

425 (1.9)

Caregivers for elderly
and disabled

0 (0)

333 (1.9)

425 (1.9)

Education

0 (0)

50 (0.3)

50 (0.3)

Third world country
development

0 (0)

50 (0.3)

500 (2.2)

Infrastructure

0 (0)

50 (0.3)

400 (1.7)

952 (5.3)

952 (5.3)

1591 (6.9)

2916 (16.3)

2916 (16.3)

2916 (12.7)

Financial services

1400 (7.8)

1300 (7.3)

1146 (5.0)

Legal system

340 (1.9)

323 (1.8)

229 (1.0)

Transportation

1707 (9.5)

1807 (10.1)

1800 (7.6)

Wireless Internet (with
Connection Fees)9

240 (1.3)

360 (2.0)

460 (2.0)

Education10-13

1413 (7.9)

1413 (7.9)

1811 (7.9)

Agriculture and
food services14

1670 (9.3)

2210 (12.3)

2820 (12.3)

Military operations15

584 (3.3)

584 (3.3)

550 (2.4)

Other economic activity

2268 (12.7)

2109 (11.8)

4583 (20.0)

Economic Sectors

ACC added services

Social Security

3

Housing

4, 5
6

7
8

Let your imagination guess where the GDP will go in 2025 with no
real reform and the status-quo policies in place.
The funding for health care, social-safety-net services, and social
insurance are projected above to be frozen at 2016 levels through 2025.
Medical guidelines-decentralization and major reduction in bureau- 460 -
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cracy and ineffective medical interventions will be able to cut medical
premiums while adding and/or expanding medical and social services.
Waste reduction will begin with direct practice PCPs taking charge of
improving health outcomes and quality of care while controlling costs.
ACCs will be empowered to lead citizens in cooperatively addressing
their portions of the $3.3 trillion health-related expenditures. ACCs
will compete to eliminate the non-beneficial tests and treatments along
with the useless bureaucracy. Money saved will thus be put to good
use in providing other health and human services and lowering ACCmember premiums.
With increasing efficiencies over the next decade, ACCs will be able
to increase funds for parents and caregivers at the rate of projected
GDP growth (2.5%/year), allocating $425 billion for each by 2025.
The shift from government management of welfare to ACC control
of social-safety-net funds will allow for tremendous waste reduction as
well as increased services to those in need (Chapter 10). Rather than
government welfare fostering dependence and paradoxically increasing unemployment, ACCs will have the resources and the mandate to
administer social-safety-net spending to promote independence and
the growth of well-paying jobs.
To maximize cost-effectiveness and quality of education, and
minimize student debt, ACCs will experiment and innovate. ACCs will
also administer an additional $50 billion per year for college and trade
school students, derived from reducing health care waste and inefficiency. Additionally, national security funding administered by ACCs
will include funding for post-graduate training for students planning
foreign development assistance careers (Chapter 17). Education funding will keep up with the increase in GDP and will be boosted by the
extra ACC-administered $50 billion per year to eliminate student debt.
The government has projected that future military expenditures
will decrease as a portion of GDP over the next several years.15 The
Grand Bargains’ plan would not increase or decrease those government
projections. However, national security will be greatly enhanced by
foreign development assistance funded through the ACCs, increasing
by $50 billion per year—from $50 billion in 2016 to $500 billion in
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2025 (Chapter 17). Consumption taxes will fund this vitally important
program to protect our security.
Modernizing the U.S. infrastructure will employ millions of workers and make us stronger and safer. Long-term economic prosperity
will depend in great part on modernizing the infrastructure and shifting it to be ready for the post carbon future.
In keeping with the retirement of baby boomers, Social Security
payouts will rise about 67% over the decade without devastating consequences. No increase in payroll deductions will be needed because:
1. Forty million more workers will pay into Social Security.
2. Worker payroll deductions will be higher relative to Social
Security benefits to be received because of the much higher
minimum wage (Chapter 23).
3. Fewer people will receive Social Security Disability and Social
Security Supplemental Income.
The average projected cost per household for housing is $23,000
annually for 2016.4 This constitutes 45% of the income of a median
income household.a With Grand Bargains’ reform, government subsidies (mortgage interest tax write-offs, Fanny Mae and Freddie Mac
loans, etc.) will no longer go to above-median-income households.
This will moderate the value of high-end housing. Returning mortgage
interest rates to historical norms, consistent with reasonable retirement
savings rates (i.e., 4-6%), will lower all home values. Over several years,
ACC-affiliated credit unions/S&Ls will buy up homes with underwater
mortgages from banks (about $2 trillion) and the mortgage-backed
securities that the Fed bought in quantitative easing programs (about
$1.7 trillion, Chapter 24). ACCs acquiring these mortgages and writing
the new mortgage loans for the low-end housing will lower the cost of
low-end housing.
a Housing costs: $2.9 trillion.4 Number of households projected for the U.S. in
2016: 128 million. Median household income: $51,400.16 The proportion of income
going to housing for a median income household living in an average cost home
in 2016: 45% (average cost of housing per household: $2.9 trillion / 128 million
households = $23,200 per year. $23,200 /$51,400 = 0.45)
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When ACC-affiliated credit unions/S&Ls are granting the new
mortgages, home appraisers will no longer be pressured to fraudulently inflate appraisals. To be fair to all members, ACC-affiliated credit
unions/S&Ls will have every incentive to be conservative in the valuing
of properties. So, housing costs will likely remain frozen over the decade. The proportion of the GDP going to housing costs will drop from
about 16.3% in 2016 to an estimated 12.7% in 2025. If citizens’ median
incomes increase by 2.5% per year from 2016-2025, the housing cost
for the median income household living in an average cost house will
drop from 45% of income now to about 35% of their income.b
In keeping with the projected major decrease in overall debt; personal, corporate, and governmental, financial services costs should
decrease by about $250 billion/year over the next decade. With Grand
Bargains’ financial system reforms, the intent is for financial services to
comprise no more than 5% of GDP in 2025, as it was in 1980 (Chapter
24). These reforms will serve to reduce personal, corporate, and governmental debt and to narrow the income-inequality gap.
ACCs will facilitate full employment and provide basic legal services. Enterprise liability will largely supplant medico-legal court room
activities. Consequently, the overall cost of legal services is intended to
decrease to 1%, as in other developed countries (Chapter 11).
The 75% tax on nonrenewable energy should reduce consumption of
fossil fuels by 30% (Chapter 22). Accordingly, the transportation industry will downsize substantially with major shifts to mass transportation,
bicycles, walking, and telecommuting. With innovations and financial
incentives, ACCs will help members reduce their commute distances.
Congestion will be greatly relieved and quality of life will improve for
millions of us. The increased cost of transportation fuel (about $200
billion in 2016) will be largely offset by the decrease in automobile use
and cost of traffic congestion, leaving perhaps only about a $100 billion
increase in overall transportation costs (6%) in 2016.
b
Projected median household income in 2025 (2.5%/year increases in income):
$57,900. Projected number of households in the U.S. in 2025: 144 million17 The
proportion of income going to housing for a median income household in 2025:
35% (average cost of housing per household: $2.9 trillion / 144 million households =
$20,100 per year. $20,100 /$57,900 (median household income)= 0.35)
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Ongoing financial incentives to decrease non-renewable energy
use along with political and public pressure will further reduce fossil
fuel and nuclear energy. The amount could decrease by about 5% per
year from 2017-2025. Correspondingly, renewable energy production
will be projected to increase by 15% per year. This concerted weaning
off of fossil fuels together with innovations in energy conservation will
be estimated to freeze the cost of transportation over the next decade
at 2016 levels.
Agriculture and food-services costs will increase about 30% in 2016
because of the taxes on the utilization of water and non-renewable energy in producing food (Chapter 13). The increased labor costs due to
the higher minimum wage and more workers needed to improve farm
work conditions will also add to the cost of food. Food production and
services costs are projected to increase at the rate of inflation over the
next decade as ongoing ACC promotion of less food processing, more
organic, labor-intensive, diversified farms and a more plant-based diet
take hold. ACCs will have the responsibility of administering food
subsidies, farm subsidies, and of improving the diets of members. They
will be well positioned to reduce the costs of bringing fresh, healthful,
affordable foods from farms and community gardens to people. The
goal will be to radically reduce the $2.5 trillion per year cost to ACCs
for treatment of diet and lifestyle related diseases.

Synergistic Benefits of Interconnected
Grand Bargains’ Reforms
The Grand Bargains’ reforms are free-market oriented, but less
subject to corruption by greed, crony capitalism, or special interests.
The key component to this economic and culture change is to provide
everyone with the opportunity to join an ACC (Chapter 2). Shifting
about $6 trillion of our $17.9 trillion projected GDP (i.e., one-third) to
competing ACCs within the private sector will empower like-minded
citizens at the local level to work together. For each ACC, members and
staff will get things done for the benefit of all members in ways that
hyperpartisan politicians cannot do for the benefit of a sharply divided,
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disenfranchised, marginalized citizenry. This will allow us to move the
nation ahead by reaching widespread consensus within individual
ACCs on many polarizing issues in our extremely diverse country.
ACC roles in agriculture, education, financial services, legal services, and conservation will unleash American entrepreneurial innovation. ACC-affiliated B corporations (public benefit) can be created to
address needs for any and all health and human services (Chapter 24).
Credit union/S&Ls can provide necessary funding. ACC employment
departments can find the workers.
As more and more health- and welfare-promoting ACC resources
get into place, the stakeholders of each ACC will work toward optimizing available services to achieve mutually determined goals. This
will create a just, fair, and sustainable course to healthful and prosperous ACC member outcomes. In this way, intractable problems can
be addressed, including obesity, type 2 diabetes, drug abuse, poverty,
unemployment, crime, excessive litigation, financial illiteracy, overconsumption, immigration, retirement security, deficit spending, over
population, violence, and counterproductive military adventures.
Our current severe problems in health care and the overall economy
will not yield to more government deficit spending or purely market
solutions. Instead, our problems can be overcome by self-regulated, innovative ACCs, creating jobs and helping members improve unhealthful lifestyles. On a broader level, Grand Bargains-based reforms will
allow much government spending to be shifted to ACCs while deficits
are eliminated.
By creating fiscal discipline in the U.S. government, this proposed
network of grand bargains can also serve as an alternative to dead-end
draconian austerity measures. Each of these grand bargains provides
benefits for diverse groups of stakeholders. Each seeks to find common
ground that can be embraced by people of all political persuasions.
Through alignments with like-minded people in diverse ACCs,
people will work compatibly toward goals that they select and that will
benefit them. This will help us all and enhance environmental stewardship. The great potential for the U.S. is too precious to lose. We need
Grand Bargains-based reform now.
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