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ABSTRACT

!is policy memo evaluates several policy options which would strengthen and improve the A"ord-
able Care Act (ACA), without dismantling it. !e key problem is that the cost of health insurance 
has risen dramatically for consumers who rely on the A"ordable Insurance Exchanges, while pri-
vate insurers leave the marketplace. Costs are set to rise by an average of 25% in 2017. Currently, 
political momentum is in favor of a repeal of the ACA, which would have serious consequences. 
However, the following options could #x the problems currently associated with the ACA (a general 
public health insurance option, an expansion of Medicaid and Medicare, Reinsurance and Risk 
Corridor programs, and increasing the individual mandate tax penalty) without carrying out a 
harmful repeal. !e general public option is ultimately recommended as the most e"ective way to 
control the cost of insurance on the Exchanges while keeping government costs at a manageable 
level and not reducing the insurance rate. 

THE PATIENT PROTECTION AND AFFORDABLE CARE ACT: 
AN ANALYSIS OF OPTIONS

Henry Watson

!e Patient Protection and A"ordable Care Act (ACA) was signed into law 
in 2010 with the goal of expanding insurance coverage and health care access, while 
reducing overall costs. !e current political debate concerns the 3% of Americans 
(approximately 10 million people) who receive care and insurance through the 
A"ordable Insurance Exchanges (Grunwald, 2016). Recent market problems on the 
Exchanges have heightened pressure to either improve the law or repeal it. Too few 
private insurers are able to manage the #nancial costs of insuring patients through 
the ACA A"ordable Insurance Exchanges (the Exchanges), leading to their pullout 
from the program. !is action will reduce competition on the Exchanges and 
likely increase the cost of health care premiums for individuals not covered by their 
employers; this will a"ect rural areas most severely. !e problem is likely to continue 
as long as the current model, which is #nancially unsustainable for private insurers, 
remains in place.

UnitedHealth Group Inc. announced on April 19, 2016, that they would 
withdraw from “most” of the 34 states they currently cover, citing expected losses 
of $650 million from participation on the exchanges in 2016 (Johnson, 2016). 
Aetna announced on August 16, 2016 that they will be reducing their coverage from 
15 states to 4 states, citing losses of more than $430 million since January, 2014 
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(Johnson, 2016). In addition, Humana will reduce coverage from 15 states to 11 
states, the small startup Oscar Insurance Corp. will be scaling back, and Cigna has 
announced that they are losing money on the Exchanges (Humana, 2016; Tracer, 
2016; Johnson, 2016). !ese private insurers (among others) have been unable to 
make participation on the Exchanges pro#table. 

Some of the di$culties faced by insurers are caused by key provisions of 
the ACA itself: insurers cannot charge exchange customers more (or less) than 
the general marketplace, exchange customers tend to be sicker (and thus more 
expensive), all non-health care expenses above 20% of premium dollars must be 
reimbursed to customers, and companies are prohibited from discriminating against 
high-cost patients (Aaron, 2016). One report from BlueCross BlueShield found 
that new enrollees after the ACA was passed had monthly costs approximately 12% 
higher than those who had enrolled prior to 2014 (BlueCross Blue Shield & Blue 
Health Intelligence, 2016). !e individual mandate was intended to bring in enough 
healthy individuals to counterbalance these provisions and counter adverse selection, 
but it has not been su$cient in actuality. !ere were also three risk stabilization 
programs in place to assist insurers with higher-than-expected costs, but their 
funding has since been reduced (Mershon, 2016 & Park, 2014).

When insurers pull out, competition/options on the exchanges decrease, 
and premium costs increase. According to research by the Kaiser Family Foundation, 
the number of enrollees with only 1 option is expected to rise to 19% in 2017; up 
from 2% in 2016 (Cox, 2016). Data from prior years shows that less competition 
is correlated with higher prices for enrollees (Blumberg, 2016). In 2017, the cost 
of an average plan is expected to rise by an average of 25% and in some states costs 
will increase signi#cantly more (Pear, 2016). !is impacts the government as well 
as consumers; as premiums increase, the cost of subsidizing care for low-income 
Americans also rises. Reducing premium prices would lower government costs.

Americans have poor access to health care for a myriad of reasons. Some 
are fundamental societal %aws, such as unhealthy lifestyles, an aging population, 
and high costs for medical procedures and prescription drugs. !e most important 
systemic, policy-related cause of poor access to health care, however, is the thin 
private insurance market. Firstly, adverse selection is present in the health insurance 
market, meaning high-risk individuals are more willing to purchase insurance 
coverage. !ese people are more expensive to cover, and insurers rely on healthier, 
lower risk individuals to enroll as well to balance the pool of risk. !is problem 
is heightened on the Exchanges, where participants tend to be lower-income and 
higher-cost than the general population. !ese high costs lead to a thin market 
where only a small handful of insurers can a"ord participation on the Exchanges. 
Lack of competition further increases premium prices, and consumers also su"er 
from reduced choice. !ere is also a thin market of hospitals, who have a strong 
enough market presence to impose high payment rates on insurers.

Some of the poorest and highest-cost patients in the United States are 
covered by Medicaid, a government health care program. When health reform 
was passed, the federal government raised the mandatory minimum Medicaid 
income eligibility level to 138% of poverty, with the funding coming almost 
entirely from the federal government (Paradise, 2015). !is policy may have helped 
alleviate the high cost of care on the Exchanges by moving some individuals to a 
government program. However, the Supreme Court ruling in National Federation 
of Independent Business v. Sebelius (2012) found the enforcement mechanism in 
violation of the constitution, and made Medicaid expansion voluntary (Mitchell, 
2016). !e 23 states that did not adopt the expansion had an average uninsured rate 
of 12.3% in 2015, compared to an uninsured rate of 7.2% in the states that chose to 
expand the program (Broaddus, 2016).

!e main e"ectiveness criterion for the policy is that it slows the rate of 
increase in the cost of health insurance premiums on the ACA Exchanges to a level 
in line with expected yearly trends (approximately 2-3% annually) (Claxton et al., 
2014). !e cost of health care naturally rises year-to-year regardless of factors such 
as competition and the risk pool, but the rate of increase can and should be pushed 
far lower (Gabel, 2011). A subsidiary e"ectiveness criteria is to increase consumer 
choice on the Exchanges. In 2017, #ve states will only have one insurer o"ering 
coverage (Cox, 2016). A single insurer covering an entire state’s Exchange could lead 
to monopolistic behavior, and also threatens to leave certain areas without any access 
to coverage. Cost must also be considered: any policy enacted must seek to do so at 
the lowest cost possible without sacri#cing e"ectiveness. 

New policies should maintain protections for individuals with pre-existing 
conditions. While this current policy may encourage adverse selection and decrease 
pro#ts, weakening or removing this protection at this point would be inequitable. 
As a second equity criterion, the new policy should increase or maintain the number 
of individuals insured. A policy that reduces costs but covers fewer individuals is 
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not equitable; it would disproportionately impact certain populations who would 
no longer receive any kind of health care. Exclusionary policies, whether through 
regulation, or via onerous price increases on speci#c populations, would not satisfy 
the equity criterion as stated.

Fully repealing the ACA would have dramatic consequences. Nearly 30 
million individuals would become uninsured (resulting in a higher uninsured 
rate than pre-ACA), and a repeal would likely destabilize the individual insurance 
market (Solomon, 2016). According to the Urban Institute, repeal “would lead 
to a near-collapse of the nongroup insurance market” and “[t]o replace the ACA 
after reconciliation with new policies designed to increase insurance coverage, the 
federal government would have to raise new taxes, substantially cut spending, or 
increase the de#cit” (Blumberg, 2016). Further, current proposals for replacement 
would not #t the criteria as stated. Health Savings Accounts (tax-deductible savings 
vehicles) would provide bene#ts to the wealthy, but do very little for the low-income 
Americans who struggle to a"ord insurance (Park, 2016). And creating high-
risk pools (pooling together the sickest, most expensive people into a high-cost, 
subsidized insurance plan) “would be extremely expensive and likely unsustainable” 
(Hall & Moore, 2012). Making improvements to the existing system will avoid 
the stated consequences, ensure that patient protections are not rolled back, and 
guarantee that everyone currently receiving health insurance will continue to do so. 
Repealing the A"ordable Care Act would be at best an ine$cient way to increase the 
number of individuals receiving a"ordable health insurance, and at worst a direct 
impediment to that goal.

House Republicans have proposed the American Health Care Act (AHCA) 
as a “repeal and replace” measure. !e legislation modi#es the ACA in several key 
ways. It eliminates the tax penalties that enforce the individual mandate, replacing 
it with a new 30% surcharge on premiums for individuals who allow their coverage 
to lapse. !e current income-based subsidies are replaced with age-based refundable 
tax credits, which will be signi#cantly less generous on average. Another important 
change is a signi#cant decrease in federal Medicaid spending as part of a transition 
to a block grant structure for the program. Finally, there are several subsidiary 
provisions: it funds the Patient and State Stability Fund to help stabilize the 
insurance market (assumedly through reinsurance/risk-corridor programs), relaxes 
several regulations, and repeals several taxes that helped pay for the A"ordable Care 
Act. According to a 2017 CBO report, the American Health Care Act will lower 
government de#cits and average premium costs, but also greatly reduce the number 
of insured Americans, increase the actual cost of insurance for customers, and reduce 
the quality of insurance plans.

!e projected e"ects of the American Health Care Act are concerning, 
particularly the signi#cant increase in the number of uninsured Americans. !ere are 
four alternative policy options which fall into two categories: government-provided 
health insurance, and market assistance. !ese alternatives would not repeal the 

A"ordable Care Act, and would ful#ll the equity criterion of at least maintaining the 
number of people insured. A general public option would be a quali#ed health plan 
sold by an independent government corporation through the ACA Marketplaces 
to mitigate lack of choice and competition on the Exchanges. Consumers would 
purchase insurance at market price, the only government expense would be existing 
means-tested subsidies. A Congressional Budget O$ce report estimated that 
premium prices for a public option would be 7-8% lower (on average) than private 
insurance on the Exchanges due to the negotiation of lower provider rates and lower 
administrative costs (Congressional Budget O$ce, 2013). States would not have 
the authority to opt-out of the federal public option. One of the most important 
bene#ts of a strong public option is the ability to control the cost of health insurance 
by setting a price that private insurers must compete against, and introducing strong 
government leverage over provider rates. Sharp premium increases would be unlikely 
in a market with a stable public option. A 2009 Urban Institute report argued that 
“there is little else in health reform that can be counted on to contribute signi#cantly 
to cost containment in the short term” (Congressional Budget O$ce, 2013). A 
public option would supplement, not replace, private insurers in the market. More 
speci#cally, it would be expected that private insurers would o"er high deductible, 
low premium plans to skim high-pro#t healthy consumers (Barbos and Deng, 
2015). Also, it would only be available for Americans eligible for care through the 
Exchanges, limiting the competitive threat to private insurers. !e majority of 
Americans would continue to receive health insurance through their employers, 
supporting private insurers.

As a variation on a public option, expanding Medicaid and Medicare 
would place more of the poorest, oldest, and sickest Americans into a government 
insurance plan, dramatically improving the risk pool of the ACA Exchanges. !e 
32 states that elected to expand Medicaid as part of the ACA have experienced 
larger gains in health coverage and net budget savings (Cross-Call, 2016). Under 
this option, the remaining 19 states would be required or strongly incentivized to 
follow suit. A Medicare expansion would allow those over the age of 55 to “buy 
in” to the program. !ey would be limited to a Medicare Advantage plan, which 
would be in line with ACA requirements and have limited cost-sharing. !is plan 
would be subsidized by general tax revenues to make it a competitive option against 
Marketplace plans. A more aggressive option is to make Medicare the only option 
for individuals aged 55 to 64, and subsidize it less. !is would be a remedy to 
market non-response or budget constraints.

A third option is to extend a supply-side subsidy. Speci#cally, this option 
would reinstate and strengthen reinsurance and risk corridors, temporary 
programs originally included with the ACA that support insurers. Reinsurance 
collects funds from all insurers, and then redistributes the money to plans whose 
costs exceed a certain threshold. Risk corridors collect funds from plans with lower-
than-expected costs and pays out to plans with higher-than-expected costs (Cox, 
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2016). Instituting a similar (but permanent) program to subsidize suppliers would 
stabilize prices in the marketplace, and cushion the costs of adverse selection. 
According to the Kaiser Family Foundation, “Premium increases are expected to be 
higher in 2017 in part due to the end of the reinsurance program” (Cox, 2016).

A #nal option is to increase the current tax penalty so as to better enforce 
mandatory insurance, addressing adverse selection. !e current fee is the greater of 
$695 per year per adult, or 2.5% of income, according to Healthcare.gov. !is is 
not a su$cient incentive for many Americans, as it does not approach the cost of 
a health insurance plan. Increasing the tax penalty for those who do not purchase 
insurance would push more uninsured healthy people into the marketplace, helping 
to increase pro#t for private insurers while also increasing the number of individuals 
with insurance. !is option should be accompanied with a nudge: increased 
feedback. Consumers who choose not to enroll in any  health insurance plan should 
be made explicitly aware of what their tax penalty is, and what the cost of enrolling 
in a basic health care plan would be.
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Leaving the status quo in place would likely increase the average cost of 
health care premiums and decrease consumer choice as insurers continue to struggle 
to make pro#t, and more insurers leave the marketplaces. !is would ultimately 
decrease the number of individuals with health insurance as more and more 
individuals #nd health care to be una"ordable. !is option would come at some 
additional cost to the government because as premiums rise, so must subsidies.

!e American Health Care Act (AHCA) cannot be found to be acceptable 
under the criteria set forth in this analysis. While premiums would likely decrease 
by about 10% by 2026, subsidies would decrease by an average of approximately 
50%, meaning the cost of care would increase for millions of Americans (Leibenluft, 
2017). !e increase in the cost of insurance under the new legislation would be 
largest for the elderly, the poor, and persons living in high-cost states. Premiums 
for a 64-year-old would be 20-25% higher under the AHCA before the reduction 
in subsidies is considered (CBO, 2017). !e quality of care would also be reduced, 
with lower actuarial values (the percentage of essential health bene#ts covered by the 
plan) leading to higher deductibles (CBO, 2017). Finally, this new legislation would 
insure 24 million fewer Americans than the status quo. Covering fewer people so as 
to reduce premiums and government outlays is a serious equity concern. 

An expansion of the Medicaid and Medicare programs would almost 
certainly be highly expensive and quite complicated, but could yield dramatic 
results. Expanding the Medicaid program in the remaining states could take millions 
more low-income people o" of the Exchange marketplaces. Allowing those over the 
age of 55 to buy in to Medicare would remove a large number of elderly individuals 
from the Exchange marketplaces, resulting in dramatically lower premiums on the 
Exchanges and increased enrollment. !is is an expensive proposal because the 
government would have to o"er a price for the buy in that is highly competitive 
with the rates of private insurers on the Exchanges, without the bene#t of having 
young, healthy individuals in the risk pool. People between the ages of 55 and 64 
account for 19% of total health spending, and 13% of the population (“How do 
health expenditures vary”, 2016). !is makes them only about 24% less expensive 
(per capita) than the 65+ group, and more than twice as expensive as the under 55 
group. !e policy is similar to high-risk pools, where expensive patients are pooled 
together and subsidized. Such a policy has been criticized as being ine$cient, highly 
expensive, and unsustainable (Park, 2016). !ese costs could be o"set by lower 
administrative costs and lower payment rates to health care providers, but only to a 
certain extent (Van de Water, 2009).

!e market-based alternatives have the bene#t of minimal government cost 
and simple implementation, but would likely have smaller impacts. !e reinsurance 
plan would help to keep prices from rising further, and encourage more insurer 
participation on the Exchanges due to greater stability. However, the impact on the 
price of premiums and number of insured Americans would likely be modest, as 
systemic causes would not be addressed. Reinsurance can be thought of as a way to 
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stabilize the market, rather than dramatically improve it.
Raising the individual mandate penalty would increase the number of 

insured Americans, potentially close to full coverage if the penalty is large enough. 
However, this policy relies heavily on the questionable assumption that there 
are enough uninsured healthy individuals who could be persuaded to purchase 
health insurance with a larger penalty. According to data from the Census Current 
Population Survey, individuals under the age of 34 make up 51.39% of the 
uninsured population, which is high but not overwhelming. Discouragingly for this 
particular policy option, only 9.1% of the population is still uninsured, and 52.93% 
of this population is below 200% of poverty (Barnett & Vornovitsky, 2016).

!e general public option is the preferred policy alternative. !e 
Medicaid/Medicare expansion is the option likely to have the largest e"ect on the 
Exchange’s premium prices. However, its costs and implementation challenges are 
severe. Instituting the Medicaid expansion nationwide remains a good option which 
could be implemented alongside a public option. Long-term costs for the public 
option would be low as it would be a self-su$cient enterprise, and government 
subsidy payments would decrease along with premium prices (Berenson, 2009). 
!e Congressional Budget O$ce estimates that, if a public option was introduced, 
government expenditures on Exchange subsidies would decrease by roughly $39 
billion between 2016 and 2023, and the savings would be accompanied by a $117 
billion increase in revenues caused by some individuals switching to the public 
option from an employer-provided plan (Congressional Budget O$ce, 2013). 
If a public option is instituted, the government would have a check on premium 
growth rates. A public option can a"ord to o"er lower premiums due to lower 
administrative costs and the ability to negotiate lower provider payment rates, due 
to the very signi#cant leverage available to the federal government, such as requiring 
participation from Medicare providers (Berenson, 2009). Consumer choice would 
be supported with an option that is stable, permanent, and backed by the federal 
government, and all existing ACA patient protections would remain in e"ect. !e 
logic model below summarizes how the public option would lower premiums on 
the Exchanges by addressing the problems of thin markets and the market power of 
providers.
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!e challenges of implementing a public option should be carefully 
considered. A public option faces signi#cant resource and organizational capacity 
issues, but these issues are not insurmountable. !e potential interest in the public 
option would come from Americans who are either currently uninsured, or who 
are insured, but not through their employer or the government. In 2015, about 
16.3% of Americans received health insurance through independent direct purchase 
(non-employer, non-government), and an additional 9.1% were uninsured (Barnett 
& Vornovitsky, 2016). !is 25.4% of Americans can be thought of as a high limit 
for a public option, and the actual percentage would likely be far lower as many 
individuals would still purchase private plans or choose to remain uninsured. Also 
in 2015, 37.1% of Americans received health care through some government plan 
at some point during the year (Barnett & Vornovitsky, 2016). !is shows that 
administering public programs of this size is not unprecedented for the American 
government. Financial resources could still be a concern as implementation 
would require signi#cant start-up capital. !e Department of Health and Human 
Services (HHS) is a seemingly natural #t to manage the public option, as they 
already administer Medicare, Medicaid, CHIP, and parts of the ACA; their mission 
statement being “to enhance the health and well-being of Americans by providing 
for e"ective health and human services” (U.S. Department of Health and Human 
Services, 2014). However, adding the administration of the public option to their 
responsibilities may overburden the department, and there are bene#ts to keeping 
a semi-pro#t-based government corporation independent of existing government 
agencies. Creation of a new, independent administrative body with guidance from 
experienced HHS o$cials may be necessary. !e federal government should also 
carefully analyze and learn from the mistakes of the unsuccessful healthcare.gov 
rollout.

Another implementation problem to consider is coordination issues. 
Current programs similar to a public option (Medicare, Medicaid, ACA Exchanges) 
require some level of cooperation with state governments both in terms of 
administration and funding. It could be a signi#cant challenge to set up the public 
option nationwide with state governments as critical partners. States have not shown 
a propensity to work well with the federal government in the past, speci#cally with 
regards to the A"ordable Care Act. Currently, 19 states have not expanded Medicaid, 
despite the fact that doing so has resulted in net savings for many state budgets 
(Cross-Call, 2016a). Only 17 states and the District of Columbia opened state-based 
ACA marketplaces (Kaiser Family Foundation, 2016). If states were allowed to opt 
out of participation in the public option, it would greatly hinder the policy’s success. 
A possible solution would be to operate the program completely at the federal level, 
but this would further exacerbate resource and organizational capacity issues.

Finally, a public option would appear to have almost no political 
momentum at the present time. Republicans have made campaign promises to 
repeal the ACA entirely, despite the serious consequences, and a public option 

proposal will almost certainly face the same opposition from small-government 
advocates and health care lobbyists that it did in 2009. Regardless of political 
challenges, it remains the most advisable option. Political framing should focus on 
the bene#ts to rural Americans, the potential for reducing government spending in 
the long-run, the limited impact on private insurers, and lowering payment rates 
through stronger negotiation and deal-making (rather than regulation). If political 
feasibility becomes an insurmountable challenge, the recommended alternative 
would be Reinsurance and Risk Corridors. Even in the case of a full repeal, this 
alternative policy option could still be an e"ective stabilizer, and prevent a disastrous 
breakdown of the nongroup insurance market. Private insurers could become a 
political ally if this option was selected, and Republican lawmakers have shown some 
openness to stabilizing the marketplace, despite previously criticizing such policies as 
‘industry bailouts’ (Demko, 2016).

Premium prices on the ACA Exchanges are set to rise by an average of 25% 
in 2017. Insurers are pulling out, leaving limited competition and even monopolies 
in some states. A public option is the most e"ective way to lower the rate of increase 
in premium prices, stabilize the marketplace, ensure coverage for all Americans, and 
do so within reasonable cost limits. Repealing the ACA would be an enormous step 
backwards which would dramatically raise the uninsured rate. !e other alternatives 
listed (Medicare/Medicaid expansion, Reinsurance/Risk Corridors, and Penalty 
Increase) would all make an impact. But the preferred option, per the stated criteria, 
is the general public option.
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ABSTRACT

American Presidents have increasingly used executive agreements to negotiate deals with other 
countries instead of formal treaties. Executive agreements conveniently require much less congres-
sional approval than a formal treaty, but also may not be as binding for future administrations. 
President Clinton made such an agreement in the form of the Agreed Framework with North 
Korea in 1994 to halt a potential North Korean nuclear weapons program in exchange for the 
US providing aid and light water reactors to North Korea. As an executive agreement, Congress 
could not directly block the deal, but opponents of the deal in Congress still found ways to create 
problems for the agreement throughout Clinton’s presidency. !is paper examines the relationship 
between Congress and the Presidency regarding executive agreements and Congress’ ability to 
disrupt the agreement through the case of congressional opposition to the 1994 Agreed Framework 
with North Korea.

THE 1994 AGREED FRAMEWORK WITH NORTH KOREA:
A CASE OF CONGRESSIONAL OPPOSITION TO AN EXECUTIVE 

AGREEMENT AND PRESIDENTIAL FOREIGN POLICY 
James Lagasse

INTRODUCTION

In 1994, the United States and the Democratic People’s Republic of 
Korea (DPRK or North Korea) signed the “Agreed Framework” to freeze much of 
North Korea’s nuclear program and begin international inspections in exchange for 
international aid to North Korea. At the time of its signing, the Agreed Framework 
was considered a victory for diplomacy that averted a potential war, but the deal had 
many ardent critics in the US, especially in Congress. Opponents of the framework 
in Congress frequently challenged President Clinton through various legislative 
avenues, seeking to derail or alter the agreement (Hathaway & Tama, 2004).

In the US, foreign policy is usually thought of as being dominated by the 
executive branch. !roughout the twentieth century, the presidency has increasingly 
seemed to wield unilateral authority in international relations and foreign a"airs, 
while Congress seems to generally sit on the sidelines (Seo, 2015). However, 
Congress is far from toothless in matters of foreign policy, and contrary to Arthur 
Vandenberg’s famous speech, politics often does not to stop “at the water’s edge” 
(Arthur Vandenberg, http://www.senate.gov/).

President Clinton negotiated the Agreed Framework without involving 


