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Health Sciences Center, Memphis, and his residency in pharmacy at the University 

of Texas Medical Branch, Galveston.  Dr. Bradberry served the Indian Health Ser-

vice as the Chief Pharmacy Officer of the Chinle Health Center and has practiced 

in both community and institutional pharmacy.  He has been on the faculties of the 
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as medical director for Regional Care, Inc., where he helped develop a provider net-
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of Washington. 

  

 

Jack Vetter is President of Vetter Health Services, a leading nursing home manage-
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MANDATE OF THE HAGEL HEALTH CARE COMMISSION 

 

The Hagel Health Care Commission mandate was to review the current state of 

health care in the United States and present recommendations for developing an 

accessible and sustainable system for the 21st century.  This report defines the  

challenges facing American health care and recommends federal initiatives for  

system-wide improvements.  The Commission focused on several major questions 

including:  

 

• How can we improve health care quality and delivery in America? 

• How can we contain health care costs? 

• What role will medical science and technology have in transforming future 

health care? 

• Are there more effective financing vehicles for American health care than cur-

rent public and private plans? 

• How can we improve access to health care for all Americans? 

• How do we address the demographic consequences of the baby boom genera-

tion and its impact on health care costs and services? 
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VISION STATEMENT 

 

Health care for all Americans must be efficient, effective and affordable.  The 

United States must create a new standard for health care by transforming its  

organization, financing and delivery.  The Commission’s vision for transformation 

includes: 

 

• access to basic health care for all Americans 

• delivery of safe, evidence-based, high quality care 

• emphasis on care coordination, and prevention of disease and disability 

• accountability by all participants 
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PREAMBLE 

 

We, the Hagel Health Care Commission, propose urgently needed transformation 

of U.S. health care that would emphasize wellness and improve the access, quality, 

and financing of health care for all Americans.  Rather than evaluating health care 

models from other countries or discussing importation of another country’s system, 

the Commission chose to analyze the state of U.S. health care today and outline a 

course for a uniquely American solution. 

 

The underlying assumptions of our transformation proposal are that all Americans 

must have access to basic health care; and the system must deliver efficient, effective 

health care.  The new system must transparently balance supply and demand for 

health care, emphasize quality care, and require accountability by all participants. 

 

Good health and good health care are essential to a productive society and a  

thriving economy.  Successful and sustainable transformation must align with the 

principles and values of social responsibility—our shared duty to support a safety net 

for those who are unable to fund their own health care.  
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COMMISSION PREMISES, VALUES, AND PRINCIPLES 

 

Our transformation proposal for American health care rests upon a philosophical 

foundation of premises, values, and principles.  Premises are fundamental underly-

ing assumptions that serve to anchor transformation.  Values are aspirations or ide-

als, whether as a means or an end.  Principles are basic axioms with rules of action 

that, once established, should not be compromised.   

 

 

Premises 

 

• All Americans must have access to basic health care. 

 

• Integrated care is essential to effective health care.  

 

• Transformation of health care delivery and financing is an urgent national     

priority.  

 

• The new U.S. health care system must solve the major problem of affordability, 

define the cost effectiveness of services, and create accountability by               

participating individuals and organizations. 

 

• Transformation must reflect the pluralism of American society, the spirit of free 

enterprise, and the culture of self determination. 

 

• Financing of health care must be based on a philosophy of non-discriminatory 

access, widely distributed risk pools, and portability of basic coverage.  

 

• The nation’s public health system must be comprehensive and fully integrated 

into the new health care system.  
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Values and Principles 

 

Value:  Social Responsibility 

Principle: Americans have a shared responsibility to support a safety net for those 

who are unable to pay for their own health care needs.  

 

 

Value:  Quality  

Principle: Health care policy must promote and enable appropriate access to 

quality care. 

 

 

Value:  Accountability  

Principle: Transformation must achieve accountability for the cost, quality, and 

behavior of all participants. 

 

 

Value:  Choice 

Principle: All Americans must have the information and the opportunity to 

make appropriate health care choices within a broad-based, flexible system.  
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COMMISSION ANALYSIS 

Access to Care 

 

The Commission identified several American values that serve as guiding principles 

in shaping the state of U.S. health care today.  One of these key American values is 

choice.  To Americans with health care insurance, choice is defined by convenient 

access to an array of services financed through governmental and commercial      

insurance.  However, the number of people without health care insurance is     

growing, and for these Americans choice is not a reality. 

 

Since the development of employer-based commercial health insurance in the 1940s 

and the Medicare Program in the 1960s, most Americans have become accustomed 

to an ever-expanding variety of health care services and a growing assortment of 

medical technologies and pharmaceuticals—most of which have greatly escalated 

health care costs for consumers and payers.  Demographic trends and numerous  

research studies indicate that the current U.S. health care is not financially           

sustainable.  

 

Health Care 

 

American health care is complex and fragmented.  Consumers often feel that 

health care is a series of complicated, unrelated services they must navigate alone.  

This fragmentation is partly the result of payment systems focused on                  

reimbursement by procedure rather than a course of treatment.   

 

American health care is a major economic force.  U.S. hospitals, long-term care 

facilities, and home care services have expanded to meet the needs of a growing and 

diverse population.  The health care industry directly generates more than 13.5   

million jobs.  

 

Population Changes 

 

According to the U.S. Census Bureau, the U.S. population recently reached 300 

million; 12% of which are age 65 or older.  By 2050 the U.S. population will grow 

to 420 million with nearly 21% age 65 or older.  Health care needs of the aging 

baby boom generation will have a dramatic impact on health care costs and         

resources.  Sustaining quality of life for this generation will become an increasingly 

important goal that could overwhelm our current health care system. 
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Uninsured Population 

 

Although most Americans find health care increasingly available, these services 

are not accessible to the more than 46 million people who are uninsured.  Some 

individuals who could afford medical insurance consciously choose not to buy it.  

But an alarming number of people are uninsured because (1) their employers do 

not offer insurance coverage; (2) they cannot afford to purchase health coverage   

directly from insurers; (3) they do not qualify for government programs such as 

Medicare or Medicaid.  Millions more people are underinsured because of high     

out-of-pocket expenses.  The increasing costs of health care premiums will continue 

to create challenges for employers who want to provide health care coverage for 

their employees.  Experts predict the number of non-elderly uninsured Americans 

will grow to 56 million by 2013. 
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COMMISSION ANALYSIS 

Quality of Care, Safety and Protection, the Role of Technology 

 

 

Quality of Care 

 

Americans desire and expect the highest quality health care.  Today, there is   

growing recognition that quality care is compromised by lack of adherence to       

evidence-based standards; lack of effective information technology; racial/ethnic, 

rural/urban, and rich/poor disparities; and a growing uninsured population.   

Quality care is compromised by a system-wide lack of emphasis on preventive care, 

under-management of chronic disease, unacceptable numbers of procedural errors, 

and a reimbursement system that pays for quantity of care rather than quality of 

care.   

 

“Building on the innovative strategies from both the marketplace and govern-

ment to improve the quality and efficiency of the health care system and en-

hance the ability of individuals to receive high quality care will help to control 

health care costs.”  

 
--Health Care that Works for All Americans 

Recommendations of the Citizens’ Health Care Working Group 

 

The Institute of Medicine study, “Crossing the Quality Chasm,” identifies the     

essential components of high quality health care as safety, effectiveness, patient-

centeredness, timeliness, and efficiency.  Patient-focused care is characterized by 

compassion, empathy, and responsiveness to the needs, values, and preferences of 

individual patients.  The foundation of quality health care is effective, strongly   

supported primary care that provides every American with accessible, continuous, 

coordinated care.   
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Patient Safety and Consumer Protection 

 

The Institute of Medicine Patient Safety Project reported that patient safety has 

improved; but there is still a long way to go in improving safety, reducing errors, 

and establishing a national health information infrastructure that will improve 

overall patient safety.   

 

• Leadership at the local, regional and national levels is essential to ensure that 

safety is imbedded in every aspect of health care.  
 

• The Agency for Healthcare Research and Quality (AHRQ), the primary         

government agency for improving patient safety and quality, can help provide 

resources and accelerate improvements in quality. 

 

Health care consumers deserve protection similar to consumers of banking, food, 

telecommunications, or credit services.  While consumers have an important role 

in containing health care costs, they also have a right to understand who is billing 

them and why.  Current industry-administered coding systems provide valuable   

information about the technical rationale for specific medical services, but the     

resulting information is complex and confusing to patients and consumers.  
 

 

The Role of Technology 

 

Technologies can save lives and increase life expectancies but can also drive up 

health care costs.  The U.S. has a vast array of medical technology, although     

availability varies widely by region.  Many urban areas have experienced an         

overabundance of technology which increases pressure for overuse.  Costs will rise 

as new technologies and applications emerge in areas such as gene therapy,         

biomechanical devices, and nanotechnology.  In other fields, the application of new 

technology usually contributes to making a product less expensive.  In medicine, 

new technology generally multiplies costs because one technology fosters another 

and another.  A new medical technology doesn’t totally replace prior technology; it 

adds to overall cost. 

 

 



 17 

 

Health information technology now includes advanced clinical information systems 

and localized electronic medical records systems that are specific to certain hospital 

and health systems.  These systems vary greatly and were not developed according to 

standardized national guidelines.   

 

Priorities for new health information technologies include:  

• a universal electronic medical record and billing system developed for all   

organizations that interface with patients during care and which can help 

people participate in their own health care decisions 

 

• electronic order entry systems for diagnostic and treatment services with 

cross-checks and warnings for information such as medication doses,         

interactions and allergies, as well as identified variances from clinical     

guidelines  

 

• point-of-care systems with defined quality measures, benchmarks and      

identified variances  
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COMMISSION ANALYSIS 

Financing and Expenditures 

 

Beginning in the 1960s, U. S. health care costs began to escalate rapidly driven by 

two major forces: (1) the Medicare Program, which substantially increased access 

and demand by creating a third party to pay for hospital and physician services; and 

(2) the space program, which sparked technological innovations that were            

incorporated into modern medical practice.  Experts now predict that total annual 

health care expenditures will reach 19% of America's GDP by 2014.   

 

U.S. health care expenditures per person jumped from $3,604 in 1994 to $7,110 in 

2006 or an average yearly increase of 6%.  Today, the U.S. spends more on health 

care than any other country.  Currently, public financed and subsidized programs 

make up nearly half of all health care spending.   

 

Government Financing   

 

Government-funded health insurance includes plans funded by federal, state and 

local governments.  In 2004, approximately 79 million Americans were covered by 

government plans.  

 

Medicare was signed into law in 1965; the following year, Medicare was             

implemented for 19 million individuals.  Title XVIII of the Social Security Act 

created Medicare Part A, Hospital insurance and Medicare Part B, Supplemen-

tary medical insurance.  Part C, Medicare+Choice, was added in 1997, and Part 

D, Prescription drug benefits, was added in 2003.  During 2005, there were 42 

million Medicare enrollees, representing approximately 14% of the population.  

To be eligible for Medicare, people must be 65 or older or disabled.  

 

The Medicare Modernization Act of 2003 included a “Medicare Funding         

Warning.”  This warning will be triggered if Medicare trustees predict (in two     

consecutive years) that general revenue funding of Medicare will exceed 45% of   

total Medicare outlays in the next seven years.  When this prediction occurs, the 

President will be required to submit proposed legislation for remedial action.  The 

Medicare payment Advisory Commission (MedPAC) indicates that this warning is 

likely to occur in 2008.  If Medicare financing continues as it is currently          

structured, MedPAC also estimates that the program could grow from the current 

level of less than 3% of the GDP and to 8% by 2036.  
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Medicaid became law in 1965, as Title XIX of the Social Security Act.  Medicaid 

is both a basic health insurance program and an insurance program for people 

with chronic or long-term care needs who meet income standards.  Like      

Medicare, Medicaid costs are driven by demographic trends—primarily, growth 

in the number of low-income elderly Americans.  Designed to provide support 

for low income people, Medicaid is operated by the states within federal     

guidelines, although there is a wide variation in eligibility and benefit standards 

among the states. 

 

• The federal government matches state Medicaid spending using a calculation 

known as the federal medical assistance percentage.  Medicaid now accounts 

for more than 40% of all federal funds flowing to states, and consumes 16% 

of state budgets on average.   

 

• In 2005, approximately 16% of the U. S. population was covered by       

Medicaid.  If Medicaid remains unchanged, the program funding require-

ment is predicted to jump 8% per year for the next several years. 

 

Other programs affecting specific American populations include, the State       

Children’s Health Insurance Program, Military Health care including Tricare/

Champus, Champva, the Veterans Administration, and the Indian Health     

Service.  

 

 

Private Health Insurance   

 

In 2004, approximately 199 million Americans (68% of the population) were   

covered by private health insurance.  Of these, about 175 million received partial 

or total coverage through employers and nearly 27 million purchased insurance   

directly from insurance carriers, according to Census Bureau reports.  Types of    

private health insurance include fee for service, managed care, self-insured plans, 

consumer choice plans, and health savings accounts, or a blend of these plans.   

 

Costs not covered by Medicare and Medicaid and not paid by uninsured consumers 

are shifted to consumers, private payers, and providers as higher insurance          

premiums or unreimbursed costs.  Annual premium costs for family health       

insurance provided by private employers in 2005 included an extra $922 in     

premiums due to cost of care for uninsured people, according to Families USA. 
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“The problem of medical providers charging the insured more to cover costs of 

the uninsured will become even more prevalent.  Public budgets will continue 

to feel the pressure of both the growing numbers of uninsured people and of the 

aging population, as long term care costs consume an even greater share of 

Medicaid funds.  Additionally, uncompensated care, now estimated to be more 

than $40 billion annually, will continue to rise, placing huge burdens on hospi-

tal providers and even forcing many safety net providers to close.” (p 31) 

 

--Health Care that Works for All Americans 

Recommendations of the Citizens’ Health Care Working Group 

 

 

Legislation and Regulation 

 

Tax code legislation passed in 1954 (Public Law 87-792) exempting premiums 

from employee payroll and income taxes continues to influence the development 

of new private insurance plans such as consumer choice plans and health savings 

accounts.  All aspects of health care financing and delivery are regulated; Medicare 

regulations alone total 132,000 pages.  Providers say the cost of complying with   

federal and state health care regulations is one of many reasons for the rapidly     

escalating cost of care.  

 

 

Defensive Medicine 

 

Defensive Medicine, characterized by over-use of tests in an effort to avoid        

litigation, is thought to contribute 6-10% to overall annual health care spending.  

Universal adoption and use of established clinical guidelines may be one solution 

to defensive medical practices and exposure to medical liability.  These clinical 

guidelines should enable practitioners to more effectively support treatment       

regimens in view of third-party challenges.  Federal legislation similar to state       

legislation requiring limits on non-economic damages awarded in medical liability 

cases is another approach that has been proposed to address this growing challenge.  

Because of defensive medical practices, millions of patients are exposed to           

unnecessary procedures and services.  The culture of medical liability (determined 

mostly through tort cases) results in defensive medical practices which can be a   

barrier to patient safety and quality and can increase costs.   
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Workforce Development 

 

Of the 20 U.S. occupations projected to grow fastest in the next 15 years, 8 are in 

health care.   

 

The net increase in total U.S. new jobs since 2000 occurred entirely in the health 

professions.  American health care faces a severe shortage of physicians, nurses,   

allied health, and other health care professionals during the next 20 years.  Along 

with other factors, the aging baby boom population will cause an explosion of de-

mand for health care professionals which will exceed the ability of our current    

educational system to recruit and educate qualified health care professionals.   

 

Currently, there is a complicated patchwork of programs that provide limited       

financial support for educating future physicians, dentists, nurses, and other health 

care professionals; but this support is rapidly eroding.  According to the Council on 

Graduate Medical Education, U.S. health care lacks a coordinated planning      

function to address the shortage of health care professionals.  To address this issue, 

the public and private sectors must work together to expand educational funding. 
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COMMISSION RECOMMENDATIONS 
 

The Commission recommends that the United States Congress approve legislation 

that will transform American health care.  The state of American health care today 

cannot be repaired with further incremental changes.  A bold, new approach with 

private-public cooperation is essential to meet the public’s expectation of a better 

system.  

 

The new American health system will require all Americans to have a basic health 

plan benefit, provided by private insurers or through a new federally supported 

health plan.  Financing this new system will rely upon employer, employee,          

individual and governmental premiums and revised, dedicated national taxes.     

Subsidies and tax credits will be available to individuals and employers who meet 

new qualification standards.  The new national standards will motivate health     

system participants to respond with ingenuity and creativity as they develop a deliv-

ery system that achieves the national cost, quality, and access goals. 

 

We recommend that an independent Health Care Transformation Commission 

(HCTC) be established to define and approve the new basic health plan for all 

Americans and to guide and structure the change process.  The transformation 

should begin now and be completed by 2012.  The Commission should be          

patterned after the unique regional-national structure of the Federal Reserve       

system.  Other duties of the HCTC include establishing national standards for the 

universal exchange of health information, creating medical technology assessment 

standards, and developing a clearinghouse for national health care quality          

standards. 

 

The American people deserve the best health care possible.  Transforming U.S. 

health care assures a basic health plan for every American and establishes a       

foundation for future excellence.  

 

“…establishing a core set of benefits and services, reflecting sound medical evi-

dence, as a standard against which any coverage plan can be evaluated will go 

a long way toward creating health care that works for all Americans.” (p 21) 
 

--Health Care that Works for All Americans 

 Recommendations of the Citizens’ Health Care Working Group  
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First Recommendation 
 

All Americans must have a basic health plan that: 

 

• emphasizes patient-centered care, delivered and coordinated by physicians 

and non-physician providers.  Often called a “medical home,” this model  

focuses on prevention, health promotion services, and optimization of 

health—in short, accessible, coordinated care throughout the person’s        

lifetime.  This model integrates all aspects of the health care continuum that 

apply to each consumer by focusing on care coordination and active disease 

management. 

 

• provides proven, cost-effective diagnostic and therapeutic interventions 

(medications and technology) that are based on the clinical guidelines        

developed by agencies such as the Agency for Healthcare Research and    

Quality (AHRQ), U.S. Preventive Services Task Force, and Institute of    

Medicine. 

 

• includes coverage for ambulatory and acute care, basic dental care, vision 

care, mental health care, palliative care, and long-term care. 

 

• is portable across employers, geography, and health situations with no        

exclusions for pre-existing conditions. 
 

• allows for the purchase of expanded health coverage.  The consumer would 

be responsible for all such expanded premium costs.  
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Second Recommendation 
 

The necessity to attract, develop, educate, and retain health care providers is a 

priority.  National health policy must: 

 

• assess the ability of our health system to respond to anticipated local and   

regional demand, and to adjust health profession training capabilities as 

needed. 

 

• create funding mechanisms to support health workforce development, as well 

as recruitment, education, and retention of health care professionals. 

 

• expand and implement innovative incentives for individual practitioners 

working in high need areas.  This includes (but is not limited to)             

scholarships, loan forgiveness, National Health Service Corps expansion,  

service in community health centers, and differential reimbursement for 

practice in shortage areas. 
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Third Recommendation 
 

Quality and safety must be improved.  The new health care delivery system will: 

 

• ensure all participants are accountable to quality and safety guidelines. 

 

• emphasize evidence-based clinical guidelines for disease management with 

the expectation that providers will be reimbursed for using proven clinical 

guidelines and generating positive outcomes. 

 

• create a secure, universal, individual standardized electronic medical record. 

 

• feature health promotion that emphasizes provider and participant            

accountability. 
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Fourth Recommendation 
 

Public health is vital to improving health, life expectancy, and quality of life.  Na-

tional health policy must:  

 

• support national standards for public health services, as well as                  

infrastructure, workforce, and safety net services such as transportation,     

interpreter services, and health education. 

 

• support national activities to improve infectious disease control and       

emergency preparedness. 

 

• expand programs related to disease prevention and health promotion, and 

expand the role of public health in encouraging healthful behaviors and  

consumer choices. 
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Fifth Recommendation 
 

Reduce defensive medicine practices by establishing mandatory dispute          

resolution procedures that address malpractice claims under the basic health plan 

— similar to the process available under the Federal Tort Claims Act.   
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Sixth Recommendation 
 

Give Americans choice in the selection of their health insurance plans.  The new 

health care system must be structured so that: 

 

• employers or individuals must purchase the basic health insurance plan from 

private health insurers or through a new federal insurance plan.  However, 

current Medicare beneficiaries may stay with traditional Medicare plans,   

purchase the new federal plan, or purchase a basic benefit plan from a private 

health insurer. 

 

• Medicare (following its phase-out) and Medicaid will be replaced by the new 

federal insurance plan.  

 

• private health insurers may offer the basic health plan, expanded or          

supplemental coverage plans. 
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Seventh Recommendation 
 

A public-private partnership is essential to American health care.  Financing the 

new health system requires that: 

 

• private sector health premiums will be paid by employers, employees and   

individuals who purchase the basic benefit plan. 

 

• all employers will contribute toward the basic health plan premiums.        

Employees will share the cost on a predetermined basis, according to income. 

 

• subsidies and tax credits will be used to assist employers, employees and     

individual purchasers. 

 

• public sector funding will come from savings created by eliminating           

inefficiencies and duplication in the current system; a redesigned Medicare 

FICA tax; state contributions that are now directed toward the Medicaid  

program; continued federal funds presently committed to Medicare,      

Medicaid, and other national health plans; and a national tax on alcohol and 

tobacco consumption. 

 

• Americans without proof of health insurance will incur penalties. 

 

• all public funds intended to provide subsidies for premium payments must 

be segregated into a trust fund. 

 

• a new payment methodology be developed that rewards providers for efforts 

to improve patients’ overall health and makes providers responsible for the 

quality of services they provide. 
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Eighth Recommendation 
 

Create an independent Health Care Transformation Commission (HCTC) to 

guide implementation of the previous recommendations, ongoing modifications, 

updates, and evaluation of further health policy changes.  

 

The core functions of the Health Transformation Commission are to: 

 

• develop and modify clear national standards for a basic health plan within 

the parameters of the legislated mandate. 

• develop and modify clear national standards and protocol for the universal 

exchange of health information. 

• develop and modify clear national quality standards, including clinical   

guidelines for best practices and for collection of information for quality    

assessment and research. 

• develop and modify approval standards that distinguish new medical       

technology that has demonstrated evidence of effectiveness. 

• disseminate information about quality and effectiveness. 

• foster regional discussion and implementation of national standards and 

work force development 

 

The new national Health Care Transformation Commission:  

 

• will be modeled after the Federal Reserve, an idea currently supported by  

industry, academia, and the nonprofit sector (Wilensky 2006).   

• will not have financing responsibilities. 

• will make binding recommendations. 

• will work closely with sources of quality health research and information, and 

may also require that, if needed, appropriate bodies conduct additional     

research. 

• will reflect a geographically diverse membership of delivery, consumer, and 

financing interests.  The President will make bipartisan appointments, and 

the Senate will confirm these appointments.  Commissioners will serve    

staggered terms.  
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EXECUTIVE SUMMARY 
 
The Hagel Health Care Commission was established to review the current state of health care in the United States 

and propose recommendations for developing an accessible, sustainable health care system for the 21st century.  Our 

recommendations are based on the premise that all Americans must have access to basic health care; and the system 

must deliver efficient, effective health care.  We concluded that the new system must transparently balance supply 

and demand for health care, emphasize quality care, and require accountability by all participants.   

 

Rather than evaluating health care models from other countries, the Commission analyzed the state of health care in 

the U.S. and outlined a uniquely American solution.  We acknowledge that good health and good health care are 

essential to a productive society and a thriving economy.  The Commission believes that the actions taken to      

transform American health care must be aligned with the principles and values of social responsibility—our shared 

duty to provide a safety net for those who are unable to fund their own health care. 

 

Recommendations 

 

After wide-ranging discussion and analysis of the many complex issues related to American health care, the Hagel 

Commission carefully formulated the recommendations summarized below:  

 

• Mandate a basic health care plan for all Americans that emphasizes patient-centered care focused on prevention, 

health promotion, and coordinated care across the life-span.  Often called a “medical home,” this model   

integrates all aspects of the care continuum and focuses on care coordination and active disease management. 

 

• Address the problem of attracting, developing, educating, and retaining health care providers by designing a 

funding mechanism to support workforce development and by creating innovative incentives to attract      

practitioners to high-need areas. 

 

• Focus on quality and safety as key components in American health care.  Ensure that all participants are       

accountable for using evidence-based guidelines and are rewarded for positive outcomes.  Create a secure,  

universal, individual standardized electronic medical record to facilitate this transformation.  

 

• Emphasize the vital role of public health in improving health, life expectancy, and quality of life.  Expand public 

health infrastructure and services. 

 

• Decrease the practice of defensive medicine by establishing mandatory dispute resolution procedures that     

address malpractice claims under the basic health care package. 

 

• Give all Americans free choice in the purchase of insurance plans, and give consumers clear information In  

billing and coding for health services. 

 

• To finance the new system, establish a public-private partnership that includes employers, employees, and     

government support.  The new system will be funded by eliminating inefficiencies and duplication in     

American health care today; a redesigned Medicare FICA tax; state contributions that are now directed toward 

the Medicaid program; continued federal funds presently committed to Medicare, Medicaid, and other     

national health plans; and a national tax on alcohol and tobacco consumption.  

 

To carry out these recommendations, the Hagel Commission proposes creating an independent Health Care    

Transformation Commission patterned after the Federal Reserve Board, as outlined in this report.  This body also 

will make binding resolutions, carry out ongoing modifications and updates, and evaluate changes to national health 

care policies.  The President and the Senate will make bipartisan appointments, and commissioners will serve      

staggered terms. 
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Conclusion 

 

To redesign health care, policy makers must develop integrated systems to improve the continuity of care for every 

American.  The Hagel Health Care Commission believes this challenge can best be addressed through patient-

centered primary and specialty care.  Payment and delivery systems must also be reformed through an active          

partnership of consumers, providers, insurers, suppliers, and government.  To complement the transformation, the 

national public health system should receive additional emphasis and national coordination.  Improving our capacity 

to recruit, educate, and retain health professionals is essential to the new system.   

 

The Health Care Transformation Commission (HCTC), an independent federal agency modeled after the Federal 

Reserve Board, will be the vehicle for managing the health care transformation process.  This non-political          

Commission will develop the basic health plan; establish national standards and protocols for health information 

technology; assess new medical technology; and will set national standards for best practices, data collection, quality 

assessment, and research. 

 

We believe that rising health care costs result, in part, from a lack of clear national policies regarding health care  

delivery and financing.  Clarity and consistency in federal health care policy are essential first steps in addressing 

health care cost containment.  The Hagel Commission concludes that the best way to finance the transformed health 

care system will be through the private and public sectors.  Private sector premiums will be paid by all employers and 

employees on a predetermined basis.  The public sector will provide premium subsidies to help employees and     

individuals based on federal poverty guidelines.  Public sector funding will come from the sources noted in our    

recommendations.  We recognize the problems caused by defensive medicine and believe that a mandatory dispute 

resolution procedure should be adopted nationally.  

 

The Hagel Commission believes we can retain individual choice of plan and providers; at the same time, the delivery 

system can become more accessible and understandable.  Consumers will be able to expect and receive coordinated 

quality care in the most appropriate setting, and ever-increasing health care costs will be restrained.   

 

While this new system will require greater accountability on the part of all, it will be built on the uniquely American 

strengths of private and public cooperation and will provide efficient, patient-focused care for all.  In the overall 

transformation of U.S. health care, the Hagel Commission urges policy makers to combine the American values of 

social responsibility, choice, and individual accountability with a passionate commitment to quality.  Revitalizing a 

sense of community and interest in the common good can transform our health care system for the 21st century.   
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