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Introduction:
Healthcare in America is a topic that has recently gained a lot of national
attention. With the 2020 national election soon approaching, many democratic
presidential nominees have not been shy about critiquing the American health care
system. Although the candidates differ in the specifics of improving the health care
system, all would agree that a change is needed. Currently the United States spends
$3.5 trillion on national health expenditures; this figure is approximately 17.9
percent of our total GDP (CDC). Even with this spending, the number of Americans
without health insurance increased to 27.5 million in 2018 (CDC). At the same time,
the number of underinsured people in America is also approximately 40 million
(CDC). For these 40 million people, out-of-pocket health expenses account for more
than 10 percent of their total income. As the Center for American Progress asserts,
we are the wealthiest nation, yet we can’t figure out a system that provides
adequate insurance for every citizen. The Obama administration launched the first
steps toward a universal healthcare system with the creation of the Affordable Care
Act (ACA). The ACA has already reduced the number of uninsured people relative to
2010 by half (CAP Health Policy Team). However, there have still been some
drawbacks to the reform, including high premiums and high costs, as well as the fact
that over 27 million people are still uninsured. Universal Healthcare/ Medicare for
All would create a single payer system controlled by the government in which all
private health insurance companies would be extinguished (CAP Health Policy
Team). Many people have researched the effects of changing from the current ACA
to Universal Healthcare coverage. However, not many researchers have analyzed
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how the labor markets may be affected by a Medicare for All system, specifically in
terms of employment, labor supply/demand, and wages. Many researches have
looked into other developed countries that have Universal Healthcare and analyzed
the pros and cons of each system. I will examine how certain variables of a Universal
Healthcare system would affect aspects of the labor market.
It is important to begin by looking at how healthcare originally started in the
United States. Health insurance is a rather new concept. It became popular with the
creation of Blue Cross Blue Shield in 1929, which was one of the first healthcare
companies to provide citizens with a way to afford health care (Moseley). Blue Cross
introduced its insurance offering around the time of the expansion of modern
medicine. After post World War I, The role of doctors and medicine grew greatly.
Medical innovation expanded, creating new ways to improve health and increase life
expectancy. There became a big need for insurance companies to be created. By
1950, over 140 million Americans had some form of a health insurance plan
(Moseley). At the same time, there were also approximately 700 different
companies that were selling health insurance. Costs of medicine started to increase
greatly, and the unemployed and elderly were having trouble affording care.
President Roosevelt and President Truman in the 1940s and 1950s both attempted
to create a Universal Healthcare system that would cover all Americans (Moseley).
However, they met a lot of opposition by the public and Congress, who labeled it a
“Communist plot”( Moseley). As a result, in 1965, Medicare and Medicaid were
created to provide health insurance for the elderly and the sick. These programs
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were the first public form of healthcare in America to help reduce the number of
uninsured.
This system however did not account for providing healthcare to people
considered in the working population (ages 18-64). Millions of Americans were still
uninsured while the cost of healthcare continued to rise (CAP Health Policy Team).
In 2020, we face the same problems we always have when it comes to healthcare.
Costs are extremely high, and many people are still uninsured. Currently, the main
way citizens in America gain access to healthcare is through their employer (CAP
Health Policy Team). This system is called employer-based health insurance.
Presently, approximately 60 percent of the entire nonelderly population receives
their insurance through this system. It’s a major reason why employment is so
important, because it provides healthcare to workers and their families. However,
this system favors people who are employed. There are still millions of unemployed
people who do not have access to healthcare, nor can they afford to purchase it on
their own (CAP Health Policy Team). This system has led to high numbers of
uninsured. In 2017, there were approximately 27.5 million people who did not have
healthcare. Our current system favors people who have greater fortune. Because
healthcare costs have also been rising at an unprecedented rate in America, the
most common reason for someone filing for bankruptcy is healthcare bills (CAP
Health Policy Team). In his 2009 State of the Union address, President Obama
stated that medical bankruptcy occurs every 30 seconds in America. Another study
by CNBC claimed that there are currently 2 million people filing for bankruptcies a
year because they cannot afford their medical bills (Mangan) . People who don’t
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have access to top insurance but still need medical attention are forced to pay out of
pocket with whatever money they have saved. It’s not right that people of lower
incomes and lower fortune should have less of a chance to gain proper health
assistance. Right now, healthcare is treated as a luxury when it should be
considered a public good.
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Chapter 1: Lit Review:
Paul Krugman is a renowned American economist who has written and
spoken extensively about the prospects of a Universal/Single-Payer Healthcare
system. Krugman is currently a columnist for The New York Times as well as a
distinguished professor at universities including Princeton and Yale. Krugman has
published dozens of books and won the Nobel Memorial Prize in Economic Sciences
in 2008. Throughout Krugman’s distinguished career, he has published research in
support of a Universal Healthcare system.
In a lecture recorded by NPR, Krugman begins by explaining how our current
healthcare system in America contains many flaws that desperately need to be
corrected. He argues, “We have an extremely expensive system by international
standards, and one that leaves a lot of people without health-insurance coverage,
and it leaves a lot of people who have to be worried” (Krugman, NPR). He further
suggests that certain defects in our healthcare system continue to worsen over time.
He claims that “Our system is kind of held together with Scotch tape and chewing
gum, by a variety of regulations, tax breaks and so on, which worked when health
care was relatively cheap”(Krugman, NPR). Now, healthcare costs have been
constantly rising due to innovation in the medical field, leaving millions of
Americans without proper healthcare. In addition, in the 21st century, there has
been a vast decline in the number of employers who offer health insurance to their
employees. As Krugman relates, “You see a declining number of employers offering
health insurance to their workers. You see the defects of the system growing worse.
And, of course, the cost, which was, you know, around five percent of gross domestic
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product when John F. Kennedy was president, is now 16 and rising” (Krugman,
NPR). He finishes by saying that problems our healthcare system had 20 years were
tolerable, but given the increase in premiums and other healthcare costs, our
current system is no longer tolerable in today’s society.
Krugman also shares his views on people who critique the need for singlepayer healthcare by claiming it will be too expensive or who discount Americans’
desire for this type of system. He claims that these critics do not realize the United
States already has a single-payer system in place: “We have a single payer system in
this country. It's called Medicare. That's a single payer system. The government is
the sole provider” (Krugman, NPR). He also states that the administrative cost of
healthcare is the main reason for an increase in premiums and other costs. Based on
evidence from dozens of other developed countries that have some form of a
national health insurance system, administrative costs are grossly lower than those
of the United States. He estimates that approximately $200 billion would be saved a
year by implementing a single-payer healthcare system. He also cites a Pew poll that
showed that in 2003, over 72 percent of Americans favored a government-funded
healthcare system for all. (Krugman, NPR). Krugman further elaborates on his point
in an article he wrote for The New York Times. He contends, “The great advantage of
universal, government-provided health insurance is lower costs. Canada’s
government-run insurance system has much less bureaucracy and much lower
administrative costs than our largely private system. Medicare has much lower
administrative costs than private insurance. The reason is that single-payer systems
don’t devote large resources to screening out high-risk clients or charging them
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higher fees. The savings from a single-payer system would probably exceed $200
billion a year, far more than the cost of covering all of those now
uninsured”(Krugman).
Krugman, along with fellow economist Robin Wells, wrote a research paper
about the need for the United States to adopt a Single-Payer Healthcare system.
Their paper, “The Health Care Crisis and What to Do About It,” analyzes our current
healthcare system in depth and demonstrates why a change is necessary.
The first section of their paper examines healthcare spending in the United
States. As stated previously, in 1960, the US spent 5.2 percent of GDP on healthcare.
By 2004, that number had grown to over 16 percent. According to Krugman and
Wells, at such levels, the US was spending more money on healthcare than on food
(Krugman). The paper claims that the Congressional Budget Office (CBO) is content
with the increase in spending. In the annual publication of its Long-Term Budget
Outlook, the CBO claims an increase in spending is in fact beneficial to the country
because it means more money is being spent to develop and improve medicine.
However, Krugman and Wells argue that the increase in spending has not been
proportional in terms of government spending vs. private spending. They maintain,
“Changes in Medicare spending in the last three decades have largely tracked the
growth rate in private health insurance premiums. Typically, Medicare increases
have been lower than those of private health insurance”(Krugman). The economists
are also highly critical of the amount of healthcare spending in terms of GDP,
claiming that the United States healthcare system is extremely inefficient. They
contend that 30 percent of US healthcare spending is wasted. In 1960, 30 percent of
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5.2 percent of GDP would mean only around 1.5 percent of GDP would be wasted.
However, with the huge increase in healthcare spending, 30 percent waste would
result in wasting over 5 percent of total GDP, which is more than what the US spent
on healthcare only 40 years prior (Krugman). As they relate, “This inefficiency is a
bad thing in itself. What makes it literally fatal to thousands of Americans each year
is that the inefficiency of our health care system exacerbates a second problem: our
health care system often makes irrational choices, and rising costs exacerbate those
irrationalities. Specifically, American health care tends to divide the population into
insiders and outsiders. Insiders, who have good insurance, receive everything
modern medicine can provide, no matter how expensive. Outsiders, who have poor
insurance or none at all, receive very little (Krugman). Krugman and Wells make it
clear that current spending levels are extremely problematic and need to be
reevaluated.
The next section of the paper is devoted to explaining the negative effects of
an employer-based insurance coverage. Krugman and Wells explain that there is an
“80-20 rule” when talking about healthcare expenses. This means that 20 percent of
the population accounts for 80 percent of the healthcare spending. It is obvious that
medical care can not be treated like any other good, such as groceries, because some
medical costs are so large that an average person could not afford the out-of-pocket
costs to receive the best care possible. Employer-provided insurance can remedy
this problem. Because not every person is employed or receives insurance through
their employer, many Americans are forced to pay for insurance out of pocket.
Therefore employer-sponsored health insurance creates an economic problem
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known as adverse selection (Krugman). As Krugman and Wells state, “Imagine an
insurer who offered policies to anyone, with the annual premium set to cover the
average person's health care expenses, plus the administrative costs of running the
insurance company. Who would sign up? The answer, unfortunately, is that the
insurer's customers wouldn't be a representative sample of the population. Healthy
people, with little reason to expect high medical bills, would probably shun policies
priced to reflect the average person's health costs. On the other hand, unhealthy
people would find the policies very attractive”(Krugman). This trend would drive
premiums up because healthy people would not want to pay the high premiums
required to insure unhealthy people. More healthy people would forgo health
insurance, making an even more disproportional ratio of unhealthy people, which
again would cause premiums to rise. It is a vicious cycle that prevents every
American from having the opportunity to secure healthcare. Krugman and Wells
use Wal-Mart as an example to show the problem of adverse selection in an
employer-provided health insurance system: “An internal Wal-Mart memo, reported
by The New York Times in October, suggested adding tasks requiring physical
exertion to jobs that don't really require it as a way to screen out individuals with
potential health risks” (Krugman).
Krugman and Wells also argue against employer-sponsored health insurance
due to the fact that it was created by a “historic accident.” They write that World
War II caused a vast labor shortage. Employers had controls over wages preventing
them from offering high wages in order to attract workers from a small labor
supply. However, the government did not put controls on health benefits. As a
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result, employers began to offer greater health benefits in order to attract workers
to their firms. Krugman and Wells make it clear that our current healthcare system
was created not by policy makers, but rather by historic circumstance. They also
write that as of 2004, only 63.1 percent of non-elderly received a type of health
insurance plan. That means 37 percent of the working population was left out of the
healthcare system. Krugman and Wells make the negative effects of an employersponsored health insurance system very clear.
Section 3 of the paper goes into detail on Medicare and Medicaid. Krugman
and Wells explain how these programs are government-provided health insurance
systems that offer care to those of age 65 and older (Medicare) and those facing
extreme poverty (Medicaid). Since both of these systems are government funded,
Krugman and Wells assert that it would make sense for the United States to extend
coverage to all. They point out that Medicaid contains many similarities to
employer-sponsored health insurance, namely that both can unravel due to rising
health costs. Both the national and state governments fund Medicaid, with states
providing around 40 percent of the total spending on the program (Krugman).
However, because states cannot engage in open-ended deficit spending, policy
makers and politicians can change their allocation to Medicaid spending each year
in order to remain within their budgets. As a result, as healthcare prices rise, the
ability for states to provide all impoverished people with healthcare becomes more
and more difficult. For this reason, Krugman and Wells believe in a single-payer
system in which the national government would supply health insurance. This
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model would ensure that not only the elderly are guaranteed healthcare but also the
working class and impoverished people of America.
Krugman and Wells next assess “The Consumer-Directed Diversion.” They
begin this section by reviewing the inefficiencies of our current system. They further
explain that there are disagreements about the nature of this inefficiency
(Krugman). Conservatives and the George W. Bush administration, they relate, had
contended that insurance incentivizes people to consume too much healthcare.
Under this view, Americans consume more healthcare than they truly need because
they know the insurers pay the bills. This idea is what Krugman and Wells call the
“consumer-directed approach.” The main idea of the consumer directed approach
“is that people should pay more of their medical expenses out of pocket. And the
way to reduce public reliance on insurance, reformers from the right wing believe, is
to remove the tax advantages that currently favor health insurance over out-ofpocket spending” (Krugman). Under this vision, there would be a tax cut that
theoretically would be used to pay for a citizen’s out-of-pocket medical bills.
Krugman and Wells explain that the problem with this thinking is that permitting
“Individuals to shelter part of their income from taxes by depositing it in such
accounts, then withdraw money from these accounts to pay medical bills” is only an
advantage to someone who is already wealthy (Krugman). If this system were in
place, low-income Americans would struggle to put an adequate amount of income
into these accounts because they need that income to afford other life necessities—
not to pay for out-of-pocket medical bills. Krugman and Wells also highlight another
problem with consumer-directed care: out-of-pocket medical fees would cut back on
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consumption of healthcare. This trend could cause people to cut back on medical
procedures that are valuable and necessary, causing many Americans to forgo the
proper care they deserve. The last critique Krugman and Wells make against
consumer directed health reform is that its advocates have “misdiagnosed” the real
problem (Krugman). The fact that right-wing policy makers believe that Americans
have too much health insurance is a baseless statement. They may believe that
Americans are over spending when it comes to routine checkups and dental
procedures, but these examples are not what’s causing healthcare prices to rise so
greatly. It’s the fact that so many Americans need medical care such as
chemotherapy, dialysis or coronary bypass operations. To expect these people to
pay for these treatments out of pocket is unreasonable. They conclude, “This means
that consumer-directed health care can't promote savings on the treatments that
account for most of what we spend on health care”(Krugman). It is clear that the
Bush administration’s plan to reform healthcare in 2004 using a consumer-directed
system was unreasonable, unrealistic, and would not promote any cost saving.
The 5th section of the paper is entitled “Single-Payer and Beyond.” In this
section, Krugman and Wells explain the advantages of healthcare reforms that
would promote a single-payer system. The first piece of evidence comes in the form
of an international comparison. In the table below, they highlight the statistical
differences between our healthcare system and those of other developed nations
that are similar to the United States. This graph lends analytical support to the
inefficiency of the current US healthcare system.
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The US per capita spending is more than double that of the UK and is significantly
higher than that of Canada and France. In addition, basic health outcomes are much
worse in the United States compared to those of Canada, France or the UK. Life
expectancy is lower and infant mortality is higher, even though the US is spending
significantly more on healthcare. Some critics might contend that Americans live an
unhealthier lifestyle, which results in their worse health outcomes. Krugman and
Wells, however, deflect this criticism: “A variety of evidence refutes this argument.
The data in the table show that the United States does not stand out in the quantity
of care, as measured by such indicators as the number of physicians, nurses, and
hospital beds per capita. Nor does the US stand out in terms of the quality of care: a
recent study published in Health Affairs that compared quality of care across
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advanced countries found no US advantage”(Krugman). The US also has inefficient
care that other countries do not have including the fact that our healthcare system is
unique in denying necessary care to those who lack insurance and cannot afford to
pay out of pocket (Krugman). Krugman and Wells also debunk the idea that we pay
for healthcare to avoid waiting lists for certain medical procedures. They note,
“there are long waiting lists for elective surgery in some non-US systems, but not all,
and the procedures for which these waiting lists exist account for only 3 percent of
US health care spending” (Krugman).
Krugman blames the unique degree to which our current healthcare system
relies on private insurance for the high costs of the system. It’s a simple fact that
publicly funded insurance systems lead to better results at a lower price. Krugman
details the results of a study done by the Urban Institute that analyzes why public
healthcare is less expensive than private insurance, both in the United States and in
the other European countries mentioned. The study found that per capita spending
for an adult under the Medicaid system would rise from $9,615 to $14,785 if the
person had to get health insurance through a private provider (Urban Institute).
Krugman attributes the cost advantage of a public healthcare system to lower
administrative costs. In 2003, Medicare spent only 2 percent of its total resources on
administrative costs while the private insurance market spent almost 13 percent on
administrative costs (Krugman). The next source of savings, Krugman maintains,
concerns the government’s ability to bargain more advantageously with drug
companies and other health suppliers. Basic medical drugs in the US are
proportionally higher than in any other country. He notes, “The available evidence
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suggests that if the United States were to replace its current complex mix of health
insurance systems with standardized, universal coverage, the savings would be so
large that we could cover all those currently uninsured, yet end up spending less
overall”. (Krugman). Krugman uses the example of Taiwan in 1995 when the
country changed to a single-payer healthcare system. After implementing the
healthcare reform, Taiwan saw an increase of people with health insurance from 57
percent to 97 percent, while costs grew more slowly than they had in previous years
(Krugman). Krugman continues to emphasize how reforming our current system to
a single-payer system would result in higher efficiency levels and a lower cost. It is
very clear that it is time for the United States to catch up to its fellow countries in
the provision of healthcare. People should not have to go bankrupt and lose
everything in order to receive proper healthcare. It is time to move healthcare out
of this free market ideology and provide proper health insurance to every American
because there are many great benefits of a single-payer health insurance system.
There are some clear inefficiencies in our current healthcare system that
negatively affect certain parts of the labor market. With the healthcare system we have
now, cost of insurance premiums has skyrocketed. A paper commissioned by the
National Bureau of Economic Research highlights the effects of rising premiums: “Since
2000, premiums for employer-provided health insurance have increased by 59 percent
with little corresponding increase in the generosity of coverage” (Baicker, Chandra) .
This paper was written in 2005, and premiums have continued to grow at an enormous
pace since then. The paper first argues that malpractice payments correlate directly with
increase in healthcare premiums(Baicker, Chandra). They ran a regression to show the
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correlation between malpractice payments and cost of premiums. The graph below shows
the results from their data.

This regression also demonstrates that medical malpractice payments are
correlated with increases in insurance premiums. Based on the data, “the results
suggest that when per capita malpractice payments double, health insurance
premiums increase by 1 to 2 percent” (Baicker, Chandra). In their model, they used
these malpractice payments to examine how employment and wages were affected
by the increase in premiums. The results of their statistical testing showed that a
“10 percent increase in premiums reduces wages and salary by 1.3 percent”
(Baicker, Chandra). The results of their testing also revealed that a 10 percent
increase in premiums “reduces the aggregate probability of being employed by 1.6
percent and hours worked by 1 percent, and increases the likelihood that a worker
is employed only part-time by 1.9 percent” (Baicker, Chandra).The increase in parttime work stems from the fact that the increase in premiums causes employers to
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provide fewer employees with full health benefits. Because of this trend, a firm
would be more likely to hire more part time workers without benefits versus full
time workers with benefits. The results also show that rising premiums clearly do
have an affect on certain labor market outcomes. However, if the US government
enacted a Universal Healthcare system, the problem of increased premiums would
go away. The government would be the single payer, eliminating the premium
system as it is now known (Baicker, Chandra). If employer-based health insurance
is abandoned, wages and employment would no longer be affected by premiums and
differences in policy (Baicker, Chandra)
.
Another problem with the employer-sponsored health insurance system is
that it has an unintended consequence known as “job lock.” This phenomenon
occurs when a person wants to leave or switch jobs but cannot, for fear that he or
she will lose employer-sponsored health coverage (Baicker, Chandra). Job lock has
negatively affected millions of people throughout the United States. A study by
American University examines how job lock negatively affects certain aspects of the
labor market and the economy as a whole: “Studies have found that job lock reduces
mobility by 22.5 percent, makes employees sixty percent less likely to leave their
jobs, and decreases the rate of self-employment by two-to-four percent” (Baicker,
Chandra). People can’t move jobs because they are scared that their healthcare
would be negatively affected. They would rather stay in a job they don’t like in order
to protect themselves and their family from unexpected medical circumstances. The
authors explain that if we implemented a Universal Healthcare system, job lock
would cease to exist: “It is estimated that 1.6 million workers suffer from job lock
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and that providing universal healthcare coverage would bring that number close to
zero” (Baicker, Chandra). This policy would allow workers to change jobs that are
more suited to their interests. When workers migrate to jobs more suited to their
interests, the author explains, productivity levels would greatly increase. People
who enjoy what they do and want to be at their jobs are generally more productive.
This increase in productivity would result in an increase in GDP, while also allowing
workers to be happier in their jobs and retain satisfactory healthcare.
The paper suggests that eliminating the job lock caused by employersponsored health insurance would actually increase employment: “Through the
process of new and expanding businesses replacing the market share of established
companies, and the ongoing efforts of businesses and workers seeking their most
productive matches, entrepreneurs create new products, which allows employees to
accomplish more tasks in less time and ultimately creates more jobs” (Baicker,
Chandra). As this quote reveals, job lock is a very important issue when examining
the impact of non-universal healthcare systems. It’s very clear that the employerbased health insurance system has a number of negatives outcomes on the labor
market.
Jonathan Gruber and Maria Hanratty are both economists who have written
on the topic of healthcare reform in the United States. Gruber works for the
economics department at Massachusetts Institute of Technology and Hanratty
works for the economics department at Princeton University. They co-wrote a paper
about national health insurance (NHI) and its labor market repercussions, using
Canada as a case study. They advocate for healthcare reform in the US due to the
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rapid growth of medical costs and the large population of uninsured. They point out
that Canada provides healthcare coverage to all of its citizens, yet it spends only 75
percent of the per capita healthcare expenditures of the United States (Gruber,
Hanratty). Gruber and Hanratty argue that the United States needs to adopt similar
healthcare reform to that of Canada. However, in the United States, there appears to
be a stigma attached to national health insurance. The authors claim that in America,
people believe that a national health insurance system would lead to a reduction in
economic activity and result in dead weight loss in the economy (Gruber, Hanratty).
The two authors designed a study to discern the impacts of NHI on certain areas of
the labor market including overall employment, wages and total time worked in
hours.
They begin by creating a simple one-sector model to attempt to illustrate
how the introduction of a national health insurance system would affect wages and
employment in different providences of Canada. They study different provinces
because the NHI wasn’t implemented all at one time. It spanned approximately 10
years in the late 60s and early 70s. They make clear that before the passage of the
NHI, Canada had a similar healthcare system to that of the United States. A majority
of healthcare coverage came from employer-provided health insurance. Before NHI
in Canada, the labor supply and labor demand curves would be expressed as
follows:
Ld= Fd(W+H)
Ls= Fs( W+aH, Y)
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As they explain, “Prior to introduction of NHI, labor demand was determined by the
market wage, W, plus firm expenditures on health insurance benefits, H. The supply
of labor is determined by the value of labor market compensation to the worker,
W+aH, where 0<a<1 is the workers dollar valuation of a dollar of firm expenditures
on health insurance, and total nonlabor income, Y.” (Gruber, Hanratty)
Then they show how this model would change after the government imposes
a national health insurance program: “The amount of health insurance financed
through a lump sum premium on workers is an amount P. The amount of health
insurance that is financed by this premium levy is H=Pk where 0<k<1 represents
the efficiency with which the government provides health insurances.” The new
equation for equilibrium is as follows:
Ld=Fd(W)
Ls= Fs(W, Y+aPk-P)
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The authors then venture four major predictions based on the model
provided. (1) Wages are likely to rise in the insured sector. (2) If a>1 then
employment will rise. (3) Wage growth should be higher in firms that previously
offered employer-based health insurance. (4) Wage growth should increase and
employment should decrease where NHI is financed through taxation rather a lump
sum premium. It is important to note that the findings of the model do not
considerer the overall effects of NHI on health. Rather, the model specifically
examines how the labor market would be affected (Gruber, Hanratty).
The two authors then study how employment levels would be affected by the
imposition of NHI. The equation can be seen below.
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The results of the statistical testing show that passing a national health insurance
policy will actually increase employment by around 2 percent. This outcome,
however, is the opposite of what Americans tend to expect from a national health
insurance plan. Many people believe that Universal Healthcare would greatly reduce
employment. However, the study’s authors anticipate higher employment due to
increased efficiency from NHI, namely from the elimination of job lock (Gruber,
Hanratty). Their model also controlled for other factors that could increase
employment, such as GDP. When controlling for these other variables, there was still
an increase in employment of around 2.6 percent (Gruber, Hanratty).
Their model also includes how wages would be affected by the
implementation of NHI. Their statistical testing revealed approximately a 3.5
percent increase in wage growth (Gruber, Hanratty). However, after controlling for
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other factors, this number dropped by a little more than a percent, leading to a wage
increase of around 1.5-2 percent (Gruber, Hanratty). They conclude that
implementing the NHI in Canada had a positive outcome on the labor market.
The two authors also wanted to test the effects of NHI on hours worked,
wondering if NHI resulted in increased hours worked, which would explain the
increase in wages. However, after running statistical tests to examine how hours
worked changed, the authors found no statistically significant evidence to show an
increase in hours worked. The findings revealed an increase of hours worked per
week of only .37 percent (Gruber, Hanratty). As a result, it can be concluded that
National Health Insurance in Canada had little effect on average hours worked.
To conclude, based on statistical evidence, there is proof that implementing a
national health insurance system (Universal Healthcare) would not result in a
decrease in employment. As indicated earlier, the Canadian healthcare system prior
to the creation of NHI was very similar to that of the United States (Gruber,
Hanratty). As a result, it seems plausible that the United States could adopt such a
system and obtain similar outcomes to those of Canada. The authors even go so far
as to suggest that “US insurance markets are more highly segmented than was the
market in Canada before NHI. This may lead to larger sectorial shifts when NHI is
put in place. If the shifts are into labor-intensive sectors the increase in employment
will be larger than in Canada” (Gruber, Hanratty).
Not everyone agrees with Gruber and Hanratty’s model. A paper written by
the Upjohn Institute for Employment Research analyzes a theoretical approach to
how wages and employment would be affected by expanding the US healthcare
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system to a universal system. Their paper first examines the relationship between
wages and health insurance coverage. There is a clear relationship in America
between wages/salary and health insurance. This paper begins by highlighting the
fact that in 1988, those with low wage jobs (jobs making less or equal to the
minimum wage) had very little chance of ever having employer-based health
insurance (Upjohn Institute for Employment Research) . In fact, only 13 percent of
the low wage population had employer-based health insurance (Upjohn Institute for
Employment Research) . People not considered in the low wage bracket that made
an hourly wage greater than $15 had an 88 percent chance of gaining employerbased health insurance (Upjohn Institute for Employment Research). They then
examined the effects of implementing a Universal Healthcare system. Adding
Universal Healthcare would add more of a tax on low-wage workers. However,
because low-wage workers don’t have an extremely high probability of gaining
health insurance, the tax would be worth it in order to gain healthcare (Upjohn
Institute for Employment Research). The paper also argues that because low-wage
workers don’t have health insurance provided to them, there should be no change in
demand for low-wage workers. However, the tax effect would still impact the supply
of labor. As you see in the graph, labor supply would shift to the left. The shift would
cause a change of equilibrium (Upjohn Institute for Employment Research). Wages
would increase while employment decreases. It’s important to note as well that lowwage workers have more of a response to a change of wage than high-wage workers
(Upjohn Institute for Employment Research). This can be seen by the graph below:
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There would also be an effect on high-wage workers. The tax effect would impact
them as well, so again there would be a shift in the supply curve to the left (Upjohn
Institute for Employment Research). However, a change in real wages has less of an
effect on high-wage workers than on low-wage workers. On the graph, that is
evident in the smaller shift in labor supply. Also, because Universal Healthcare
provides insurance to everyone, there would be no need for high- wage workers to
rely on their jobs in order to gain health insurance. As the paper points out, “An
important non-wage aspect of employment would be eliminated” (Upjohn Institute
for Employment Research). This change would also reduce the labor supply,
shifting it again to the left (Upjohn Institute for Employment Research). This trend
can be seen in the graph below:
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The paper argues that wages would increase due to the implementation of
Universal Healthcare. Also, employment levels would decrease as a result of the shift
in the labor supply (Upjohn Institute for Employment Research). Although the paper
predicts that employment would decrease under a Universal Healthcare system,
there may be other factors could have accounted for the drop in employment.
Because Universal Healthcare provides access to everyone, it is possible that many
American workers could stop working and leave the labor market because they will
not rely on their jobs for healthcare. It seems reasonable, then, to surmise that a
Universal Healthcare system may result in loss of employment due to people leaving
the labor market. It’s clear that there are many views on healthcare reform. The
balance of this paper will attempt to show regression analytics to see how
employment levels and a Universal Healthcare system are related.
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Chapter 2: Gruber, Hanratty Model

In 1993, economists Jonathan Gruber and Maria Hanratty wrote a research
paper to explore the relationship between the labor market and the introduction of
Universal Healthcare. They claimed that a health insurance reform was destined in
the United States, given the rapid growth of medical costs, which had nearly tripled
as a share of GNP since 1950 (Gruber, Hanratty). They believed the most viable
option for the United States was a National Healthcare system similar to that of
Canada. The two researchers claimed that a Universal Healthcare system, such as
Canada’s, provides health insurance coverage to every citizen while spending 75%
as much, per capita, as the current United States health care system (Gruber,
Hanratty). They also conceded that in America, there seemed to be speculation that
Universal Healthcare would lead to “large scale disemployemnt” (Gruber , Hanratty).
Hanratty and Gruber posited that a Universal Healthcare system would affect
the labor market in two ways: First, the “program is replacing a primarily employerprovided benefit with a publicly provided one, which can have additional effects on
both the composition and the level of employment”(Gruber, Hanratty). Second,
“increased health insurance coverage may have important implications for the
functioning of the labor market, such as through increases in job mobility or the
health of the workforce”(Gruber, Hanratty).
The model Gruber and Hanratty developed is denoted by the following
equation:
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The results from the model revealed that the NHI variable coefficient increased by 2
percent, which signified that Universal Healthcare resulted in a 2 percent increase in
total employment across the labor sectors being tested. The model included controls
for GDP growth rates across the industries being observed. The need to control for
GDP growth is due to the fact that there is a strong positive correlation between
output growth and employment growth. After controlling for GDP, Gruber and
Hanratty saw that the NHI coefficient increased by 2.6 percent, meaning a positive
effect on employment levels from Universal Healthcare.
Gruber and Hanratty give two explanations for why there seems to be a
positive correlation between Universal Healthcare and employment (Gruber,
Hanratty) . First, since government-sponsored healthcare reduces the fixed cost of
employment, it may encourage firms to hire more part-time workers (Gruber,
Hanratty). In a previous research paper, Gruber found evidence that mandating
employment benefits such as health insurance ultimately decreases employment
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levels (Gruber, Hanratty). So if the reverse holds true, a Universal Healthcare system
should lead to a rise in employment, since employers no longer have the costs
associated with offering health insurance.
The other explanation that Gruber and Hanratty provide concerns the
productivity of the labor market. They claim that recent research has uncovered
strong evidence for insurance-induced immobility in the labor market, also known
as job lock. They claim it is very possible that increasing job mobility can raise the
productivity of the workforce by increasing the efficiency of job matches (Gruber,
Hanratty). As they explain, “Investments in health care may improve the health and
productivity of the work force; since the gains are to general productivity, it may not
have been in the interest of individual firms to invest in health insurance to capture
these gain” (Gruber, Hanratty). In addition, because there is strong evidence for a
correlation between Universal Healthcare and improved health outcomes, such as
average life span and infant mortality, one can assume that workers will be in better
health, which allows more of the population to be able to work (Gruber, Hanratty).
Due to the fact that a Universal Healthcare system can eliminate job lock and
increase productivity, the equilibrium levels of the labor market can be affected by
policy reform. For example, with the elimination of job lock, the labor market in
theory should be more efficient and levels of productivity should increase. This
phenomenon took place in Canada after Universal Healthcare reform was passed,
resulting in soaring GDP growth. In fact, GDP in Canada grew constantly for 25 years
after the passage of Universal Healthcare (Countryeconomy).
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According to the Dallas Fed, changes in an economy have a measurable effect

on the labor market. When the economy is growing, an increase in demand for labor
occurs in order to match the growth of the economy (DallasFed). The reverse effect
holds true as well. When an economy starts to slowdown and GDP growth does not
occur, the labor market is negatively affected by fewer employment opportunities
(DallasFed). Based on the labor market equilibrium graph below, employment levels
will change due to an increase in economic productivity. The increase in GDP will
move the demand curve to the right. As the Dallas Fed stated, a growing economy
needs more workers, so the demand curve will shift to the right. This movement will
raise the equilibrium levels to a point at which the quantity of labor increases. In
other words, employment levels will rise.
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The passage of a Universal Healthcare system conferred significant benefits on the
Canadian labor market. The new policy resulted in an increase in employment
levels. Many thought that a national health insurance policy would impact the labor
market negatively, but that was not the case. Based on the works of Gruber and
Hanratty, we can conclude that the passage of Universal Healthcare may, in fact,
have a positive impact on employment levels in the United States, given the number
of parallels between the Canadian and American labor markets that will be
highlighted in the following chapter.
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Chapter 3: Similarities between Canadian and the United States Labor Market
Although the Canadian and American labor markets vary significantly in their
number of participants, they share a number of characteristics. Descriptive data
from Nation Master, a reliable website that provides statistical information about
every county in the world, reveals the scope of these similarities. For example,
employment rates for adults in both Canada and the United States are very close.
Canada’s employment rate for adults is 61.2 percent while that of the United States
is approximately 60 percent (Nation Master). Also, the United States traditionally
has 40-hour workweeks, which averages out to 8 hours a day, while Canada
averages 44 hours a week, which averages to a little more than 8.5 hours a day.
Canada and the United States also have a very similar number of workers per 1,000
people. Canada has approximately 540 workers per 1000 people, while the United
States has a little more than 500 workers per 1000 people (Nation Master). The
minimum wage of the two countries varies by less than 50 cents per day and
unemployment percentage varies by approximately 1 percent(Nation Master).
Labor force participation rates in both countries are also very similar. In
Canada, the labor force participation rate is around 65 percent, while in the United
States, it is 64 percent (Nation Master). Also, the employment rates for men and
women in both countries are practically the same. In both Canada and the United
States, 66 percent of men participate in the labor market (Nation Master). In
Canada, 56 percent of women participate in the labor market, which is 3 percent
higher than in the United States (Nation Master). These statistics are the most
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widely used metrics for comparing labor markets across countries. They suggest
that the United States and Canada have comparable labor markets. As a result, the
model created by Gruber and Hanratty is a logical model to evaluate the potential
impact of Universal Healthcare on labor markets in the United States.
The Canadian Government also conducted research that underscores the
similarities between their labor market and that of the U.S. The graph below reveals
that in terms of annual employments rates in Canada and the United States from
1976 to 2013, the two countries follow very similar trends. Employment rates never
diverge by more than 4 percent. The trends lines share very similar patterns in
growth and declines:
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Another graph that attests to the similarities of labor markets in Canada and
the United States is that of labor force participation. The graph below charts
participation rates between 1976 and 2013. During that time span, there are only 3
years in which the labor force participation rates varied by more than 3 percent,
which occurred from 2010-2012. While the gap between the two countries’ labor
force participation widened during this period, the direction of the movement was
downward in both cases. The similarities in the overall trend lines of this chart
attest to the comparable nature of labor markets in the U.S. and Canada.
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The last graph that points to similarities in the labor markets of Canada and

the United States is that of employment growth in both countries. The graph below
suggests that the two employment markets have moved largely in parallel, both in
terms of gains and losses. The countries hit peak employment growth in the same
year and hit their lows in the same year (Bernard):
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As the previous graphs illustrate, the United States and Canada share very

similar labor markets, relative to key metrics. These parallels suggest that Gruber
and Hanratty’s analysis of the impact of National Healthcare on the Canadian labor
market is indeed applicable to its potential impact on the American labor market
(Bernard).
Some opponents of Universal Healthcare question the validity of the model
created by Gruber and Hanratty on behalf of the National Bureau of Economic
Research. They claim that it is unfair to expect a model based on the Canadian labor
market to apply to the United States’ labor market. Although this critique is a
reasonable response, it does not hold much weight. A number of academic research
papers and statistical data demonstrate how closely related the two labor markets
are.
The first indication of this similarity is labor force by occupation, which
quantifies the percent of workers that are in each sector of the labor market. From
2009 to 2019, the United States had approximately 1.41 percent of its total labor
force in the agricultural sector of the economy. Canada, on the other hand, had 1.49
percent of its workforce employed in agriculture (Bernard). The parallels also hold
true in the manufacturing sector for each country. From 2009 to 2019, the United
States had 19.18 percent of its workforce in manufacturing (Bernard) . During the
same time period, Canada had 19.39 percent of its workforce in that sector
(Bernard) . Finally, in terms of the largest sector, the services sector, both the United
States and Canada were similar in their workforce percentages: The United States
had 79.41 percent of its workers in the service sector, while Canada had 79.13
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percent (Bernard). As these statistics reveal, workforce participation by economic
sector is very similar. The graphs below break out the sector distribution by year:
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Another important characteristic of the two labor markets is educational
attainment. The graphs below show a breakdown of educational attainment in each
country’s working age population, from ages 25 through 64:
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The graphs reveal that the United Sates and Canada have very similar

educational attainment levels for their working populations. In both countries,
approximately 25 percent of the population had received a high school diploma.
There were more people in Canada relative to the United States who had not
received any type of degree, but the difference comprised less than 5 percent of the
overall total. The countries had a very similar percentage of people with a college
degree or higher, but the United States had a higher percentage of workers with
more than a Bachelor’s degree. Although the educational attainment levels of each
country were not perfectly aligned, they were similar, which adds weight to the
parallels between the two labor markets.
Another characteristic that demonstrates the similarities of the two labor
markets is age distribution of the workforce. The graphs below show the age
distribution of workers since the 1970s in both countries:
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As the data reveals, since 1970, approximately 65 percent of the U.S. working
population fell between the age group of 25-54 (Bernard). Since 1976 in Canada,
about 55 percent of the working population was aged between 25-54 (Bernard).
Canada had a slightly higher percent of workers that were aged 55 and older. Since
1976, approximately 30 percent of its working population comprised people 55 and
older. In the United States, in contrast, approximately 20 percent of its working
population was made up of people aged 55 and older (Bernard). Both countries had
very similar percentages when it came to its youngest workers: aged 16-24 in the
U.S. and 15-24 in Canada. In both cases, this age cohort comprised approximately 15
percent of the total working population (Bernard).
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Given the similarities in the labor markets of the U.S. and Canada, Gruber and

Hanratty’s study of the impact of Universal Healthcare in Canada is an effective
proxy for adoption of Universal Healthcare in the United States. Relative to their age
distribution, educational attainment, and sector concentration, the two economies
exhibit strong similarities, suggesting that the Canadian experience with
government-sponsored healthcare is indeed applicable to that of the United States.
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Chapter 4: Oppositions Viewpoint
A number of renowned economists have contended that Universal Healthcare is a
necessary policy reform that could benefit millions of Americans and also support
robust labor markets. However, not every economist believes Universal Healthcare
is the answer to the current healthcare crisis in America. Many conservative think
tanks have published a number of studies that preview the negative consequences
that will ensue, they believe, if the US adopts healthcare policies similar to those of
other developed nations. Michael D. Tanner is a Senior Fellow Researcher at the
Cato Institute who focuses on social welfare policy and health care. He has done
significant research on healthcare policies and is strongly opposed to Universal
Healthcare. In his paper, “The High Cost of Free Health Care,” he details the potential
drawbacks America will face if it adopts a Medicare for All healthcare system, as
touted by many Democratic presidential candidates.
Tanner’s first complaint against Universal Healthcare is that Medicare is
running approximately $3 trillion in deficit spending. Medicare is a free healthcare
system put in place to provide guaranteed insurance to people age 65 or older
(Tanner). He contends that if it costs the US government so much to provide
insurance to merely a segment of the population, then the expense of extending
insurance to every American will be prohibitive (Tanner). Tanner goes on to
describe the projected costs of the Universal Healthcare system espoused by
presidential candidate Bernie Sanders. Tanner suggests that it would cost roughly
$13.8 trillion in only the first 10 years of operation( Tanner). He estimates that the
cost obligations would increase federal spending by almost 30 percent. In order to

Healey

50

afford the 30 percent increase in federal spending, Tanner envisions an extreme tax
hike. He argues that the top income tax rate would spike to around 55 percent, the
highest it has ever been in the US (Tanner). Not only this, but every American would
be hit with a 2.2 percent income tax and corporations would face a 7 percent payroll
tax. Tanner believes that these extreme hikes in taxes would have tremendous
consequences on the labor market, resulting in fewer jobs as companies compensate
for their tax burden by decreasing hiring (Tanner). Moreover, Tanner also claims
that there would be a significant decrease in consumer spending, as taxes would
reduce consumers’ purchasing power. He notes, “The nonpartisan Tax Foundation,
for instance, estimates that Bernie’s plan would reduce GDP by 9.5 percent over the
long term, and reduce after-tax income for all Americans by an average of 12.8
percent” (Tanner).
The Upjohn Institute of Employment Research also examined the
consequences of implementing a Universal Healthcare system. It studied the impact
of Universal Healthcare on employment and income, particularly on higher
wageworkers. The Institute maintained that the tax effect would occur for high wage
workers, resulting in a shift in the supply curve to the left (Upjohn Institute for
Employment Research). However, as mentioned previously, any change in real
wages has less of an impact on high-wage workers in comparison to low-wage
workers. As a result, a small shift in labor supply can be seen. Also, because
Universal Healthcare provides insurance to everyone, there would be no need for
high wageworkers to rely on their jobs in order to gain health insurance. As a result,
the Institute contends that “An important non-wage aspect of employment would be
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eliminated” (Upjohn Institute for Employment Research). This fact would also
reduce the labor supply, shifting it again to the left, as the graph below illustrates
(Upjohn Institute for Employment Research):

In addition to a contraction in labor demand, Tanner also envisions a
reduction in healthcare accessibility and quality: “Single-payer systems in countries
such as Great Britain and Canada do spend less on health care than we do. But they
do so at the cost of less care, less innovation and longer wait times. There’s a reason
why more than half of all new drugs are patented in the United States, and why 80
percent of non-pharmaceutical medical breakthroughs, from transplants to MRIs,
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were introduced first in this country”(Tanner). The validity of this statement is
widely accepted. Yes, in other countries that have a form of national healthcare,
citizens normally encounter longer waiting lists and benefit from reduced medical
innovation. In Canada specifically people have to wait far longer for most medical
operations that people in the United States. However, longer wait times for
operations and other procedures are only a consequence for people of higher class
who have good insurance policies. These detractions do not apply to the millions of
Americans who don’t have any health insurance or quality health insurance. Those
less fortunate require operations, surgical procedures, or drug therapies to manage
diseases or chronic illnesses (Tanner). However, if they do not have insurance or
have sub-par insurance, they cannot afford treatment. As a result, although waiting
list times would increase for standard operations, Universal Healthcare would allow
every American the opportunity to get the treatment they need—not just those of
higher socioeconomic status. Tanner is resistant to Universal Healthcare because he
is preoccupied by the impact on people of higher class; he fails to appreciate the
gains for people who are currently uninsured or under-insured.

Another think tank that expresses extreme opposition to Universal
Healthcare is the Heritage Foundation, which sponsored a study by Meridian
Baldacci and Robert Moffit entitled “Why Single-Payer Would Make Health Care
Worse for Americans.” Baldacci is a Research Assistant with a focus on domestic
policy studies and Moffit is a Senior Fellow with a Ph.D. in Health Policy Studies.
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Baldacci and Moffit analyze the potential cost of implementing Universal Healthcare
and its associated tax burden. They write:
The Urban Institute estimates 10-year spending of $32 trillion, and Mercatus
Center’s Charles Blahous estimates a 10-year $32.6 trillion increase in federal
spending( Moffit, Baldacci). Doubling all currently projected federal individual and
corporate income tax collections would be insufficient to finance the added federal
costs of the plan. Economist Kenneth Thorpe of Emory University estimates $24.7
trillion in additional federal spending, and also estimates an average deficit of $1.1
trillion per year(Moffit, Baldacci). . The Center for Health and Economy estimates a
10-year net cost of up to $44 trillion, and an annual deficit of $2.1 trillion (Moffit,
Baldacci)..
Baldacci and Moffit envision a tremendous uptick in taxes in order to pay for
the estimated increases in government spending. They contend that tax obligations
would double for every American taxpayer (Moffit, Baldacci). They use Kenneth
Thorpe’s research to demonstrate how big the burden would be in order to a pay for
the policy changes. Thorpe estimates that the payroll tax and income tax would leap
to around a combined 20 percent. Thorpe also estimates that 71 percent of working
families would endure greater costs in order to pay for a fully funded Universal
Healthcare program, highlighting the fact that low-income families would also see
cost increases (Moffit, Baldacci). Similar to Tanner of the Cato Institute, Baldacci
and Moffit predict these increases in tax burdens will have a negative effect on
employment, as corporations would have to cut jobs in order to maintain similar
profit margins under the new health care system.

Healey

54
The Heritage Foundation essay also goes into detail about administrative

costs. Proponents of Universal Healthcare often argue that heightened
administrative costs are a major reason why our current health care system is so
inefficient (Moffit, Baldacci). They argue that a single-payer system would reduce
administrative costs because it would remove an insurance company’s profit
incentive and replace it with a government-run system in which the main goal
would be supplying equitable healthcare. People in favor of Universal Healthcare
also maintain that the administrative costs for our current system, Medicare, are
lower than for the private markets. However, the Heritage Foundation believes that
these assertions are misleading and vague. Baldacci and Moffit argue that “Per
capita administrative costs may be higher in Medicare. For instance, in 2009 they
were $509 in Medicare and $453 in private insurance. Medicare costs are lower as a
percentage of the total only because total claims costs tend to be much higher in
Medicare than in private insurance” (Moffit, Baldacci). This is because Medicare’s
“older and less healthy population file the claims costs.” (Moffit, Baldacci). Baldacci
and Moffit also believe administration costs will not be lower in a Universal
Healthcare system because the current Medicare system does not control for “waste,
fraud or abuse of the program”(Moffit, Baldacci). They argue that such wrongdoing
results in the loss of tens of billions of taxpayer dollars every year. They believe that
financial mismanagement would continue to plague a single-payer health care
system. The last point Baldacci and Moffit make is that administrative costs will not
be lower for Universal Healthcare because a single-payer system would have
complex regulatory requirements, akin to those in Medicare (Moffit, Baldacci). They
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explain, “Compliance with tens of thousands of pages of Medicare rules, regulations,
guidelines, billing, and other paperwork requirements consumes vast amounts of
time, energy, and effort (Moffit, Baldacci).” The administrative hurdles imposed by
Medicare, they argue, would also characterize a single-payer system, which would
therefore increase administrative costs.
Although there seems to be clear opposition to the idea of healthcare reform
the results given above from the Upjohn Institute, Cato Institute and the heritage
foundation are extremely misleading. Based on the model from Gruber and Hanratty
there is clear empirical evidence that a universal health care system will have a
positive impact on the labor market specifically employment levels. Although they
claim Universal Health Care will have a reverse effect on employment they provide
zero empirical evidence to back their claim. Another reason why these conservative
think tanks believe that universal health care will have a negative impact on
employment is due to the perceived high costs of switching health care systems.
These institutes have continued to argue how a universal health care system will
cost millions of more dollars than our current health care system. However, a
research paper written by the highly renowned journal, The Lancet, proves that a
universal health care system will actually save money. Based on the calculations
done by researchers at the Lancet , a universal health care system similar to one
proposed by Bernie sanders (Medicare for All) will lead to a 13% savings in national
health expenditures. A 13 percent decrease on national health expenditures would
save over 450 billion dollars annually. “ Researchers applied that the existing
Medicare fee structure across the entire health care system and found it would save
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about 100 billion annually”(Galvani). Also, Galvani explains that the medical groups
that oppose a universal health care system would be able to saves hundred of
billions from reduced administrative and billing costs (Galvani). Galvani also
exclaims that there would be 219 billion in savings from a abridged “administrative
overhead) that the current system creates (Galvani). Lastly, Galvani explains how a
universal health care system would allow for reduced pharmaceutical prices. She
clarifies that negotiations of pharmaceutical prices could save around 180 billion
dollars annually (Galvani). The United States reportedly pays sometimes over 10
times the amount than other countries with universal health care system pays for
the same pharmaceutical drug (Galvani). All of these reduced costs would save an
estimated 450 billion dollars per year. Based on these results as well as the
empirical evidence provided by Gruber and Hanratty its clear to see that A universal
health care system would be cost effective as well as provide an increase to
employment segment of the labor market.
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Chapter 5: Gruber and Hanratty Model applied to United States Labor Market
The model will attempt to show how the labor market will be affected specifically
employment with the introduction of a universal healthcare system. The model will
be similar to the one used by Jonathan Gruber and Maria Hanratty of the National
Bureau of Economic Research. As talked about before in their research paper the
two authors were able to show the employment affects of adding a national health
insurance system in Canada. The paper was written in hopes to show that people of
opposition to a universal health care system that believe a single payer system will
just lead to an increase in unemployment that they be misinformed. My goal was to
recreate their basic model and implement in to a sector in the United States. Gruber
and Hanratty write “To estimate the impact of NH!, we use monthly data on
employment, wages, and hours of work for the years 1961-1975 for S industries in
10 Canadian provinces” (Gruber, Hanratty). I adopted my model based on the
research done by the NBER. For my model I have employment= Hourly wage x +
hours of work per week x. I used these data points for the manufacturing industry of
the United States. The data I found all came from the Bureau of Labor Statistics.
Once finding the data that similarly matched the model used in the Gruber and
Hantritty essay that found around 2 percent increase in total employment due to the
presence of a national health care system. The picture below shows the analytical
results from running a multiple least square regression tests.
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The least squares regression test showed an adjusted R squared of .9674. The R
squared measurement shows the proportion of variance for a dependent variable
that is explained by the independent variables being tested. In this model
employment levels would be the dependent variable and weekly hourly and average
hourly wage would be independent variable. .96 shows a very strong correlation
between the dependent and independent variable as the r squared regression can
not be greater than 1. I wanted to further strengthen my model by including a time
series for the results. The time series operator is in place in order to represent
certain lags that could result in mislead data. When I added a time series this is how
the results shifted.
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The results above show that the r squared actually increased when we made the
data stronger by adding the time series in. the adjusted r square rose to .98. Again as
mentioned before this means that the variation in the independent variable explains
98 percent of the variation in the y/dependent variable. It’s clear that the model
shows a very strong relationship between the dependent and independent variable.
These results are extremely important it shows the relationship between the
independent and dependent variables when talking specifically about the
manufacturing sector. Universal health care will provide every American the ability
to have the needed care they deserve. Based on what was previously said the
creation of a universal healthcare system is directly related to the independent
variable being tested. With a universal health care system the population will
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experience much better health outcomes. This will lead to the ability to stay
healthier and a result be a more suitable worker. It’s easy to imagine that with a
healthier working force the amount of hours that could be worked will increase.
The elimination of job lock and the increase in productivity will have a positive
response on hours workers and hourly wages. Based on the regression analytics a
positive shock in hourly wages and hours worker per week will be closely
correlated to an increase in total employment. This outcome is very reasonable
considering the fact on how similar the labor markets are in both Canada and the
United States.
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Conclusion
Based on the previous chapters , it appears that the United States should adopt a
similar health care policy to one of Canada’s due to the similarities of the labor
markets. Because the labor markets are so similar it seems applicable that the
results seen in Canada would hold true in the United States. Future work should test
the model more in depth with data from the United States in order to see if
employment growth rates are similar to the growth seen in Canada after a universal
health care system was adopted. The introduction and chapter 1 provide important
details on why America needs to implement a universal health care system. Health
care costs are he biggest cause for bankruptcy in America.. America is also so far
behind in key health outcomes such as infant mortality rate and life expectancy even
though health care expenditures are by far greater in America compared to any
other country. Chapter 1 also focuses on renowned economists views of universal
health care and why it’s so vital for America to reform the current health care
system. Chapter 2 goes in detail on a study done by the national bureau of economic
research. In the study they find that a universal health care system can vastly benefit
the labor markets specifically by increasing employment levels. Chapter 3 discusses
the similarities between the Canadian and the United States labor market proving
why the study done by the NBER will hold similar results in America as they did in
Canada. Chapter 4 discusses major the major opposition groups of a universal
health care system and shows how they are misinformed based on the results of
NBER model as well as a study done by the renowned journal The Lancet. Chapters
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5 attempts to take the model done by the NBER and apply it to the United States
labor market. The results showed how key variables that are affected by a universal
health care system will increase employment levels as productivity increases. Based
on the findings from this research paper it can be concluded that the United States
must reform their current health care system. It’s inefficient, costly and does not
protect every citizen how it should. If the United States adopts a Universal Health
Care policy they can expect an increase in employment as well as an increase in
crucial health outcomes. It is time for America to get over the fear of a universal
health care system and finally reform their health care system to one similar to
every other developed country such as Canada.
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