
All About Public Option Plans 
 
What is a public option plan? 
 
A public option plan gives people a choice to get health insurance from the government 
(the public) instead of from a private insurance company. Government plans would 
compete with private plans in the state marketplaces set up under the Affordable Care 
Act (Obamacare). Individuals, and in some cases employers, would choose whether to 
enroll in a private health insurance plan or a government plan if they have no other 
insurance. 
 
How would a public option plan operate? 
 
For most plans, the government would need to set up a new agency that would function 
with like an insurance company. There would need to be a way to enroll patients and 
providers, collect premiums, validate coverage, develop rules, and process claims. These 
functions are new to the government – Medicare and Medicaid (CMS) get most of these 
things done by paying private insurance companies billions of dollars every year to 
perform them. CMS serves only as a source of payment. CMS has an advantage over 
private insurance companies by using other government agencies, like Social Security, 
to enroll individuals and collect premiums. The ability to do this for a new government 
public option plan would be more limited. A new public option plan might need to 
follow CMS’s example and contract out to private companies for all of this work. 
 
Why doesn’t the affordable care act (Obamacare) include a public option? 
 
It was going to, but the insurance industry fought hard to keep a public option out of the 
law. They were very worried about the competition. Even though CMS pays $2 billion a 
year to private insurance companies for claims processing for standard Medicare and 
$38 billion for the 30% of Medicare patients on Advantage Plans, the administrative 
cost of private health insurance (the amount that goes to overhead and profits instead of 
patient care) is almost four times as high as Medicare’s (11.5% versus 3%). Even if public 
option plans have higher costs than Medicare, it’s no wonder the insurance industry was 
worried about competition. 
 
 
What are the differences among the public option plans being considered? 
 
Most plans would enroll people in a new government plan; one plan would enroll people 
in Medicare, but limit eligibility to those over 50; one plan will enroll people in Medicaid 
but leave the details up to the states. Some plans would be open just to individuals, 
others would also let employers enroll. Those that set up new government plans (not 
Medicare or Medicaid) would have subsidies like those under the Affordable Care Act 
(Obamacare) to help people afford them – some would be even more generous.  
Financing for public option plans is mostly from premiums paid by individuals. Some of 
the plans ask Congress to set aside extra money for start up costs and for increased 
subsidies. See chart of public option plans. 



 
What are the benefits of public option plans? 
 
Public option plans would increase competition in the insurance marketplaces and likely 
decrease prices for all plans. This would make health insurance more affordable and 
increase the number of people insured. At the same time, people would still be able to 
choose whether they want private insurance or public insurance. 
 
What are the problems with public option plans? 
 
Administrative savings from public option plans are limited. Those that set up new 
government plans will not see the same low costs as Medicare. And, unlike a single-
payer plan, like Medicare for All, providers will still have many different insurance 
companies to deal with, increasing their administrative burden and costs. In addition, 
other than some new efforts to control drug costs, there are no other cost controls built 
into public option plans, making rising costs a continued problem. Finally, all these 
plans still leave many people unable to get health insurance and therefore fail to achieve 
the goal of universal coverage.  
 
Is there a better public option plan? 
 
Yes. ACAMFA’s four-year transition plan to Medicare for All looks a lot like a better 
public option plan. Everyone would have the option to enroll in Medicare (individuals 
and employers). Medicare would be improved by eliminating all deductibles and 
gradually eliminating all copayments. New services would be covered each year. 
Premiums would be adjusted according to income. The special tax break for private 
health insurance premiums paid through work would be gradually eliminated. Medicare 
would be given more money so it could better use the tools it has to decrease waste in 
the healthcare system ($1 trillion a year). Private insurance companies would benefit 
through increased Medicare payments for claims processing and auditing. Payments for 
providers would be updated to increase reimbursements to reflect what the community 
needs (like primary care and mental health services). Individual choice will be 
maintained, but only the very best private health insurance plans will be able to compete 
with the improved Medicare. By the end of transition, most people not on Medicaid will 
be on Medicare. See ACAMFA’s Medicare for All Plan on our homepage. 
 
 
 

 


