Vermont Adopts Single-Payor System
On May 26, 2011, Vermont Governor Peter Shumlin
signed H.202 into law; this bill paves the way for
Vermont to offer the first state-financed single-payor
health insurance system in the U.S.1 H.202 addresses
many aspects of healthcare reform, including: creating
system-wide budgets; pursuing further payment reform;
establishing a state run health benefit exchange as
required by the 2010 Patient Protection and Affordable
Care Act (ACA); examining reforms to the state’s
medical malpractice system; modifying the insurance
rate review process; and, creating a statewide drug
formulary.2 The bill lays out a framework to provide “a
universal and unified health system” to all of the
600,000-plus Vermont residents by 2017 and aims to
control rapidly growing healthcare costs.3
Pursuant to provisions in the ACA, the Vermont
legislation establishes an initial insurance exchange,
Green Mountain Care, and plans to transfer individuals
covered through private, state, or federal health
insurance, as well as the uninsured, into a single,
statewide insurance payor funded by Vermonters’ tax
dollars rather than private insurance copayments or
premiums.4 A successful transition to the statewide
system will necessitate several conditions. For example,
before implementing the single-payor system, Vermont
must secure federal exemption from the ACA’s
mandated state-run insurance exchange; under federal
law, waivers granting exemption will not become
available until 2017.5 A five-member board, to be
established by October 2011, will manage Green
Mountain Care and will play an important role in the
transition from the state-run exchange to a single-payor
system through implementing widespread health reform
initiatives throughout the state.6 This board is charged
with ensuring the main objective of the bill, cost
containment, as well as developing specific components
of the exchange and the transition to the single-payor
system (e.g., setting reimbursement rates for healthcare
providers and maintaining a unified system to streamline
administration).7 The most daunting task likely facing
the board relates to financing the legislation, with the
board scheduled to deliver a financing plan to the state
legislature by January 15, 2013 to be phased in over
several years.8
In a National Public Radio address, Governor Shumlin
stated that the H.202 ultimately aims to create a system
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in which “healthcare is a right and not a privilege,” and
highlighted H.202’s economic goals: "Health care costs
are climbing at a rate of more than 12 times the growth
of the Vermont economy, and we're not getting the best
value for our money … The time for change has come."9
Healthcare spending in Vermont totals approximately $5
billion a year, swelling from 6.5 to 8.5 percent in recent
years.10 Under a single-payor system, some estimate
Vermont’s annual budget cost-savings could equal as
much as $580 million and could approach nearly $1.9
billion by 2019, while also creating several thousand
jobs.11
Despite a similarly designed system failing to garner
enough support to establish a national singer-payor as a
provision of the ACA, Governor Shumlin has expressed
optimism about Vermont’s legislation and anticipates
other states will follow Vermont’s lead.12 In developing
H.202, the Vermont legislature commissioned a report
entitled “Health System Reform Design: Achieving
Affordable Universal Health Care in Vermont,”
authored by several key economists, including Harvard
professor William Hsiao, well known for his work in
healthcare financing. According to Hsiao, since
completing the report, six other states have approached
him to develop similar single-payor systems.13 Former
Vermont governor Howard Dean, M.D., stated: “If
we’re successful and our cost per capita is limited, then
I think people will copy it.”14
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industry research services for
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advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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