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The Demise of Vermont’s Single-Payer Plan

On December 17, 2014, Ver­
mont Governor Peter Shum­

lin publicly ended his administra­
tion’s 4-year initiative to develop, 
enact, and implement a single-
payer health care system in his 
state. The effort would have es­
tablished a government-financed 
system, called Green Mountain 
Care, to provide universal cover­
age, replacing most private health 
insurance in Vermont. For Ameri­
cans who prefer more ambitious 
health care reform than that of­
fered by the Affordable Care Act 
(ACA), Shumlin’s announcement 
was a major disappointment. 
Was his decision based on eco­
nomic or political considerations? 
Will it damage the viability of a 
single-payer approach in other 
states or at the federal level?

Shumlin’s exploration of a sin­
gle-payer health care system, which 
included three assessments by dif­
ferent expert groups, was among 
the most exhaustive ever con­
ducted in the United States. A 
2011 study led by Harvard health 
economist William Hsiao provid­
ed optimistic projections: imme­
diate systemwide savings of 8 to 
12% and an additional 12 to 14% 
over time, or more than $2 bil­
lion over 10 years, and require­
ments for new payroll taxes of 
9.4% for employers and new in­
come taxes of 3.1% for individ­
uals to replace health insurance 
premiums (see table).1 Two years 
later, a study by the University of 
Massachusetts Medical School 
and Wakely Consulting projected 
savings of just 1.5% over 3 years.2 
Finally, a 2014 study by Shumlin’s 
staff and consultants predicted 
1.6% savings over 5 years and 
foresaw required new taxes of 

11.5% for employers and up to 
9.5% for individuals. The governor 
cited these last projections in with­
drawing his plan: “I have learned 
that the limitations of state-based 
financing, the limitations of fed­
eral law, the limitations of our tax 
capacity, and the sensitivity of our 
economy make that unwise and 
untenable at this time  .  .  .  .  The 
risk of economic shock is too 
high,” Shumlin concluded.

Two factors explain most of 
the decline in the plan’s financial 
prospects. First, the anticipated 
federal revenues from Medicaid 
and the ACA declined dramatical­
ly. Second, Shumlin’s policy choic­
es significantly increased the total 
projected cost of Green Mountain 
Care: raising the actuarial value of 
coverage — the expected portion 
of medical costs covered by a 
plan rather than by out-of-pocket 
spending — from 87% to 94%, 
providing coverage to nonresi­
dents working in Vermont, and 
eliminating current state taxes 
on medical providers. Still, even 
Shumlin’s projections indicated 
that the plan would reduce Ver­
mont’s overall health spending 
and lower costs for the 90% of 
Vermont families with household 
incomes under $150,000. Despite 
differing projections, all three 
studies showed that single payer 
was economically feasible.

In reality, the Vermont plan 
was abandoned because of legiti­
mate political considerations. 
Shumlin was first elected gover­
nor in 2010 promising a single-
payer system. But in the 2014 
election, his Republican opponent 
campaigned against single payer. 
Shumlin won the popular vote 
by a single-percentage-point mar­

gin, 46% to 45%, which sent the 
election to the Democratic-con­
trolled House of Representatives; 
though the House reelected him 
easily in January, a clear public 
mandate for his health care agenda 
was nowhere in evidence.

Public disagreement over single 
payer was clear in an April 2014 
survey showing 40% public sup­
port, 39% opposition, and 21% 
undecided.1 Though Shumlin’s 
team had worked hard on policy 
development between 2011 and 
2014, they had neglected to launch 
a serious and sustained effort to 
educate the public — a crucial 
missed opportunity. Indecision 
was evident in the Vermont leg­
islature, where strong support 
for single payer was hard to find. 
Also, the administration’s disas­
trous launch of its ACA health 
insurance exchange website, 
Vermont Health Connect, created 
doubts about the state’s capacity 
to assume management and ad­
ministrative responsibilities for 
the entire health care system.

Asking the legislature to ap­
prove a new 11.5% payroll tax on 
employers and income taxes on 
households as high as 9.5% to fi­
nance Green Mountain Care would 
have increased the size of Ver­
mont’s 2015 state budget, set at 
$5.6 billion, by 45%. Even though 
the taxes would have replaced pri­
vate insurance premiums that em­
ployers and individuals currently 
pay, and even though the Internal 
Revenue Service had agreed that 
the taxes would be federally de­
ductible, in political terms it 
would have been a mammoth 
increase that would have been 
glaringly evident on every Ver­
monter’s tax bill, unlike employer-
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based health insurance premi­
ums, which most workers fail to 
notice. According to research in 
behavioral economics, people pay 
more attention to hypothetical 
losses than to hypothetical gains. 
The political furor that would cer­
tainly have erupted over Shumlin’s 
tax plan — as foreshadowed by 
the political uproar over the ACA 
— would have left most Vermont­
ers believing they would be los­
ers. Shumlin’s decision to with­
draw the plan represented a 
failure of political will — but 
sometimes making decisions be­
cause of likely political conse­
quences is the necessary, albeit 
regrettable, thing to do.

In many states, legislators 
continue filing bills to establish 
state single-payer systems. Because 
of Vermont’s failure, their path 
is both clearer and more diffi­
cult. Any other state considering 
this path will find obstacles similar 
to Vermont’s.

For example, Section 1332 of 
the ACA permits state 
governments, begin­
ning in 2017, to ob­
tain federal waivers 

to develop alternative health cov­
erage systems and to claim fed­
eral revenues that would other­

wise flow into the state under 
the ACA. The three reports on 
Vermont’s single-payer plan of­
fered widely varying and rapidly 
descending revenue estimates: 
$420 million in the 2011 report, 
$267 million in 2013, and $106 
million in 2014.

In the early 1990s, I served as 
a Massachusetts legislator who 
took a turn as the state’s leading 
single-payer advocate. After years 
of failure, I reluctantly concluded 
that single payer is too heavy a po­
litical lift for a state. Though the 
economic case is compelling, our 
body politic cares about more 
than just economics. In 2011, 
many observers thought that Ver­
mont, a small and progressive 
state, was the ideal locale in which 
to try single payer. No more. 
Even in deeply blue Massachu­
setts, Donald Berwick, former 
acting administrator of the Cen­
ters for Medicare and Medicaid 
Services, came in last in the 2014 
Democratic gubernatorial primary 
in a campaign where his single-
payer platform represented a com­
pelling difference between him 
and his two opponents.

At some point, perhaps 5 to 
15 years from now, as the size and 
scope of Medicare, Medicaid, and 

the ACA subsidy structure balloon 
far beyond today’s larger-than-life 
levels, our political leaders may dis­
cover the inanity of running multi­
ple complex systems to insure dif­
ferent classes of Americans. If 
advanced by the right leaders at 
the right time, the logic of con­
solidation may become glaringly 
evident and launch us on a new 
path. If such consolidation is to 
occur, like it or not, I believe it will 
happen federally and not in the 
states — and no time soon.

Disclosure forms provided by the author 
are available with the full text of this article 
at NEJM.org.

From the Harvard T.H. Chan School of Pub-
lic Health, Boston.
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Financial Estimates from Three Projections for a Vermont Single-Payer Health Plan.*

Variable 2011, Harvard 2013, UMass 2014, State of Vermont

Estimated savings (%) 8–12% short term; 
24–25% long term

1.5% over 3 yr 1.6% over 5 yr

Estimated new taxes

Employers 9.4% of payroll Not estimated 11.5% of payroll

Employees 3.1% of household  
income

Not estimated Sliding scale up to 9.5% of 
household income

Cost gap to be state financed NA $1.6 billion $2.5 billion

New federal revenues from ACA 
Section 1332

$420 million $267 million $106 million

Total cost of Green Mountain Care NA $3.5 billion $4.3 billion

*	ACA denotes Affordable Care Act, NA not applicable, and UMass University of Massachusetts.
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