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The health care ‘iron triangle’
and the Patient Protection

and Affordable Care Act

EALTH CARE ECONOMISTS have long un-

derstood that the Patient Protection and
Affordable Care Act (PPACA) could never
function as intended. The reasoning behind
this bold statement is simple. The PPACA as-
pires toward an end point that no law, system,
or intervention has been able to accomplish:
breaking the health care “iron triangle.”

According to the concept of the health
care iron triangle, health care is a tightly in-
terlocked, self-reinforcing system of three
vertices—access, quality, and cost—and im-
provement in two vertices necessarily results
in a worsening in the third.! Interventions
in health care inherently require trade-offs,
which prevent simultaneous improvement in
all three components.

The PPACA is explicitly designed to
disrupt this paradox, ambitiously aiming to
increase access and improve quality while
lowering costs.? Emerging evidence suggests,
however, that the practical implementation of
the PPACA will trump its intended benefits.
Though there are numerous ways in which
the PPACA could paradoxically decrease ac-
cess to care, lower the quality of care, or raise
costs, the outcome is almost certain that the
PPACA may bend—but will never break—
the health care iron triangle.

I CONSTRAINING ACCESS
The PPACA seeks to increase health care

access through four mechanisms: mandating
that virtually all Americans obtain health
insurance or pay a tax; expanding Medicaid
doi:10.3949/ccjm.82a.14035
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to individuals earning less than 138% of the
federal poverty level; requiring employers
who have 50 or more employees to provide
adequate health insurance or pay a fine; and
preventing insurers from denying coverage
based on preexisting medical conditions.> Of
these initiatives, only preexisting coverage re-
quirements are a guaranteed outcome of the
PPACAs efforts to improve access.

Young adults are historically underinsured,
for several reasons: they are generally in good
health, tolerate greater risk, have higher un-
employment levels, and are less likely to be
able to afford insurance on an open market.*
With the threat of being denied insurance on
the basis of preexisting conditions eliminated,
this demographic may elect to pay a penalty
and forgo insurance until it is needed. This
not only decreases the number of insured
Americans, but also deprives insurers of low-
cost consumers that subsidize higher users,
thus raising premiums and forcing partici-
pants out of private markets.

In 2012, the US Supreme Court largely
upheld the PPACA, except that states retain
jurisdiction over the decision to expand Med-
icaid. Nearly half of the states will keep their
Medicaid programs as they are, for reasons
ranging from financial (states bear 10% of the
cost of this new population beginning in 2020)
to ideological (partisan dislike of the PPA-
CA). Irrespective of the rationale for nonex-
pansion, millions of Americans will not have
access to Medicaid as written in the PPACA.

Employers, mindful of the expenses they
face as a result of the law, may shield their
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financial liabilities as health insurance pro-
viders. At present, approximately half of all
Americans obtain insurance through an em-
ployer, though that proportion could dimin-
ish if employers reorganize their businesses to
avoid PPACA requirements.® For example,
businesses with fewer than 50 employees are
exempt from offering insurance and could re-
strict payroll size to 49 employees or fewer to
avoid the $2,000 penalty. Since the employer
mandate of the PPACA only applies to full-
time employees—defined as those working at
least 30 hours a week—Tlarger employers may
switch hiring patterns toward more part-time
employees. The nonpartisan Congressional
Budget Office (CBO) recognizes this phe-
nomenon and projects that the number of
total hours worked in the United States will
decline between 1.5% and 2% through 2024
as a result of PPACA implementation. Ulti-
mately, the decline in full-time employment
resulting from the PPACA will lead to “some
people not being employed at all and other
people working fewer hours” and will dispro-
portionately impact “lower-wage workers.””

The CBO analysis predicts that the equiv-
alent of 2 to 2.5 million full-time jobs will be
lost as a result of the PPACA’s implementa-
tion over the next 10 years. Employers and
employees responding to financial disincen-
tives perpetuate a cycle in which increased
rates of unemployment and underemployment
lead not only to fewer insured Americans, but
also to fewer Americans insured by their em-
ployers.®

I DIMINISHED QUALITY

If the PPACA improves access at constrained
cost, quality of care may suffer from the in-
creased strain on the most finite (and most de-
manded) resource in health care—a provider’s
time. Much as a car factory that increases pro-
duction without appropriate expansion may
turn out poorer quality vehicles, tasking a fi-
nite number of providers with caring for more
patients may lead to poorer patient care. Not
only has the PPACA increased the number
of patients seeking care, it also has increased
the administrative components of practicing
medicine. Both outcomes lead to delays in

VOLUME 82 ¢ NUMBER 2

care and increased out-of-pocket expenditures
for patients.’

The PPACA also fails to address the mis-
match between the supply of physicians and
the increased demand for their services. First,
the law provides no new funding for training
or expanding the physician workforce. Sec-
ond, the PPACA may expedite the retirement
of physicians daunted by changes in the new
health care environment, thus decreasing
both patient and peer access to those with a
career’s worth of knowledge.!® Adding insult
to injury, the known shortage of primary care
physicians (estimated to exceed 25,000 before
the PPACA’s enactment) is predicted to wors-
en by an estimated 5,000 because of increased
demand, further stretching an already thin
workforce.!!

Patients may also experience a decrease in
quality if their access to the best health care
is in name only. There is no requirement that
providers accept the insurance plans of those
who gain coverage through the PPACA."
This is particularly relevant to the 11 mil-
lion individuals projected to obtain cover-
age through Medicaid, as existing Medicaid
participants routinely confront access issues
when they need to see a specialist or, increas-
ingly, a primary care provider.!

Quality declines if a change in insurance
fails to cover existing necessary benefits or
provides those benefits at increased cost.
Federal taxing of “Cadillac” insurance plans,
employers offering relatively less-generous
coverage plans, and individuals opting for
lower-tiered (eg, “bronze” or “silver”) plans in
the health insurance marketplace when pre-
viously insured under higher-tiered (“gold” or
“platinum”) plans all either diminish quality
by decreasing the breadth of coverage or make
obtaining coverage more expensive.'*!°

M RISING COSTS

The PPACA is hardly an unfunded mandate.
The federal government estimates spending
$1.168 billion over 10 years on the insurance
coverage provisions of the Act.”> While Con-
gress’ pay-as-you-go rules require the PPACA
to reduce federal expenditures, states (through
new Medicaid enrollees) and individuals
(through individual mandate penalties and
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the aforementioned “Cadillac” tax) will con-
front higher net costs.!*-18

Early indicators suggest that implement-
ing the cost-reducing portions of the law may
not be as feasible as intended. In a recent pi-
lot of the PPACA’s accountable care organiza-
tion concept, 32 organizations participated in
the Pioneering Accountable Care Organiza-
tion Model. While the Center for Medicare
and Medicaid Services says that 13 of these
organizations produced savings of $87.6 mil-
lion in 2012, overall costs for these partici-
pants still increased 0.3% (albeit less than the
0.8% growth observed outside the model).”
Additionally, 7 organizations intend to switch
out of the Pioneering model to a program in
which they bear less financial responsibility,
and 2 will leave the program altogether, sug-
gesting that health systems are hesitant about
care-management models that threaten a fi-
nancial bottom line.

The recent decision to delay the employer
mandate by 1 year will result in $12 billion
of lost tax revenue and additional charges,
largely through the loss of $10 billion in pen-
alties to employers.” Out-of-pocket spending
caps on deductibles and copayments, due to
take effect in 2014, were also pushed back 1
year, which will increase costs for some with
expensive or chronic illnesses.”! The medical
device tax is a similarly unpopular (but reve-
nue-generating) component that could yield
to political pressure, further increasing the
cost of the PPACA.* And it remains to be
seen whether the Independent Payment Ad-
visory Board, which has theoretical control
over expenditures for the sickest patients, will
retain the authority to rein in costs.

Il AS IRONCLAD AS EVER

The PPACA is a game-changing law, one that
will revolutionize the practice and delivery of
health care. Some argue that its implemen-
tation has already succeeded in bending the
cost curve (ie, reducing the rate of health care
expenditures), though critics counter that the
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reduction may have been a byproduct of the
Great Recession and did not actually lower
costs.” Others contend that the PPACA is
responsible for a renewed interest in prac-
tice redesign and rethinking of the ways in
which medicine is delivered. While interest
in reducing costs appears to be at an all-time
high, and while such enthusiasm may succeed
in reducing per capita costs of care, a long-
term absolute reduction in the amount spent
on care as a result of these efforts will remain
conspicuously absent.

The reality remains that the PPACA is
an ambitious law that cannot overcome eco-
nomic realities. Almost certainly, it will suc-
ceed in decreasing the number of uninsured
Americans, who have two new avenues to
obtain insurance: Medicaid expansion and
the health insurance marketplace. Both can
absorb applicants who lose employer-subsi-
dized insurance plans. In addition, patients,
providers, and politicians will readily reject
compromises to quality. While the permuta-
tions of potential threats are nearly infinite,
any observed decrease in the quality of care
resulting from the PPACA will prompt brisk
legislative action by lawmakers to rectify per-
ceived deficiencies.

To assuage short-term concerns about ac-
cess and quality, the path of least resistance
will be to delay cost-containing measures and
to spend money to remedy perceived deficien-
cies of the PPACA. Such delays have already
occurred—as seen with the spending caps on
deductibles and copays—and may potentially
be extended to the individual mandate itself.
Given lawmakers’ well-documented inabil-
ity to constrain the powers of the purse, the
Achilles’ heel of the PPACA will be a never-
ending spiral of rising costs. The health care
iron triangle remains as ironclad as ever. [ |
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