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ED HOWARD:   Today we ’ r e  go i ng  t o  l ook a t  s ome t hi ng  t hat

I ’ m pl easan t l y  s u r pr i sed  t o  no t e s eems  t o  be  ge t t i ng mor e  and

mor e  a t t en t i on  t hese  day s,  whi c h i s  ways  we  mi gh t  get  al l

Amer i c ans o r  a l mos t  a l l  qua l i t y ,  a f f o r dab l e  hea l t h  i ns ur ance .

And  t he  Al l i ance  c er t ai n l y  has  no  hi gher  pr i or i t y  t han  t o  he l p

t o f os t e r  t hi s  d i s cus s i on.

Las t  Fr i day  y e t  anot her  democr a t i c  p r es i den t i a l

asp i r an t ,  J ohn  Ker r y  announc ed h i s  p l an ,  h i s  b l uepr i n t  f or

expand i ng c ov e r age .  Tha t  pu t s  h i m wi t h  s eve r al  r i v a l s  i n  t he

c ompany  of  hav i ng  a c ompr ehens i ve  pl an  s howi ng  how t hey woul d

r es pond  t o  mee t  t h i s  pr ess i ng domest i c  c hal l enge .

We exp l o r ed  a  number  of  app r oac hes  t ha t  hav e  a t t r ac t ed

pol i cy make r s ’  at t ent i on  i n  our  pr ogr am t wo week s  ago on t h i s

s ub j ec t  r i ght  he r e  i n  t h i s  v er y  r oom.  And  t oday  we ’ r e  go i ng t o

l et  t he  ana l y s t s  and  ex per t s ,  a t  l eas t  s eve r al  v er y  p r omi nen t

ones ,  have  a c r ac k  a t  t he s ame  t op i c .  One  o f  t hose  panel i s t s  on

May  5 t h po i nt ed  ou t  t ha t  mo r e Amer i cans a r e  wor r i ed  t oday  about

pay i ng  f or  hea l t hc ar e  t han  a r e  wo r r i ed  abou t  pay i ng  t hei r  r en t

o r  mor t gage  o r  about  l os i ng  money  on  t he  s t ock  mar k et  or  abou t

t er r or i s t  ac t s .  The ques t i on  i s  wi l l  t ha t  c onc e r n t r ans l a t e

i nt o  po l i c y  c hange .

Now ou r  panel  t o  hel p  us  ex p l o r e t ha t  quest i on  i s  f i r s t

r at e  and  I ’ m r ea l l y  l ook i ng  f o r wa r d t o  t hat  di a l og .  And I ’ d

l i k e  t o  s t a r t  by  r ec ogn i z i ng  t he Pr es i den t  and  Founde r  o f  ESRI ,

one  of  t he  mos t  r espect ed heal t h economi s t s  i n  t he  count r y ,  Dr .
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J ac k  Mey er .  J ack .

DR.  JACK MEYER:   Thank  you ,  Ed and t hank y ou and  t he

Al l i anc e  f o r  a r r angi ng f or  and  hos t i ng  t h i s  f i ne  ev en t .

Thr ee y ear s  ago my  non- p r o f i t  r es ear c h  i ns t i t u t e  go t  a

g r an t  f r om t he  Rober t  Wood  J ohnson  Founda t i on t o  l aunc h a

p r og r am t ha t  we c a l l  Cov er i ng Amer i c a .  The pur pose  of  t h i s

p r og r am i s  t o  l ay  ou t  c ompr ehens i v e,  det a i l ed b l uep r i n t s  t o

r educe  t he  number  of  un i ns u r ed  and  i nc r ease  ac c ess  t o  hea l t h

c ov e r age ,  hea l t hc a r e  f o r  many Amer i c ans and  t o  do t ha t  ac r os s  a

wi de  s pect r um r ep r es ent i ng  t he  f u l l  r ange  o f  ph i l os oph i c a l  and

pol i t i c a l  t hi nk i ng  i n  t h i s  a r ea .  I t ’ s  a non - pa r t i s an exe r c i s e .

I n add i t i on  t o  c ommi s s i oni ng  t hes e  p r opos al s ,  wh i c h

r es u l t ed  i n  t he t wo book s y ou s aw as  y ou  came i n  and a  t h i r d

one  wi l l  be  publ i s hed  i n  Sep t ember ,  we ’ v e  a l so  i ns t i t u t ed  a

s er i es  o f  des i gn  b r i e f s  wi t h  t he d i f f e r en t  c omponen t s  or

bui l di ng  b l oc k s o f  any hea l t h r ef o r m p l an  and publ i shed a

s er i es  o f  pape r s  on t ha t .  And s ome  i s s ue  br i ef s  t ha t  a r e  t i me l y

t ha t  r ep r es en t  ou r  c omment a r y  and  t ec hni c al  as s i s t anc e  i n  ar eas

t ha t  t he  Cong r es s  and  t he Admi n i s t r a t i on  ar e  wo r k i ng on.

For  ex ampl e ,  we we r e  ve r y  i nvo l ved  i n  some bac k g r ound

b r i e f i ngs and  i s s ue b r i e f s  on t he  t r ade adj us t ment  as s i s t anc e

hea l t hc a r e  t ax  c r edi t s  t ha t  we r e enac t ed  l as t  y ear  and  c on t i nue

t o wor k  i n  t ha t  a r ea .

So we t r y  t o l ay  ou t  compr ehens i v e  v i s i ons o f  l ong  t e r m

r ef o r m,  bu t  a l so  hel p  Member s  o f  Cong r es s  and t hei r  s t af f s  and
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peop l e  a r ound  t he  count r y  i n  t he s t a t es  as  t hey  wo r k  on

i nc r emen t a l  r e f o r m.  Thi s  p r o j ec t  i s  gu i ded by  a  f i ne adv i s or y

pane l  and many  o f  you  k now s ome  o f  t hese  f o l ks  l i k e  J udy  Fede r

and  Mar k  Pau l ey  [ mi s spe l l ed?]  and  Al i ce  Ri v l i n  and  t wo  o f  ou r

pane l i s t s ,  Len  and  Bob and  s ev e r a l  o t her s  who have  sa t  wi t h us

f or  t h r ee y ea r s  and hel ped  gui de t he  wor k  and r ev i ew a l l  t he

p r opos a l s .

The  f i na l  poi n t  t hat  I  wan t  t o  mak e i s  i n  many  way s  t he

mos t  i mpor t an t .  And t ha t  i s  we  hav e been  wo r k i ng  wi t h  and  t he

Robe r t  Wood  J ohns on Founda t i on  commi s s i oned  t he  Lewi n  Gr oup i n

gene r a l ,  bu t  mor e  spec i f i c a l l y  John Sh i e l ds  t o  mode l  a l l  o f

t hes e p r oposa l s ,  a t  l eas t  t he f i r s t  t en t ha t  appea r  i n  v o l ume

one  and  de t er mi ne  t he i r  i mpact  on  cov e r age.  How many peop l e

wou l d be  newl y  i ns ur ed?  Wha t  woul d  be  t he  c ost  o f  t ha t ? How i s

t ha t  c os t  d i s t r i bu t ed ,  d i s t i ngu i s h i ng  be t ween t he f ede r a l

gov e r nment ’ s  c os t s ,  c os t s  i mpos ed  on  s t a t e gov e r nment s  o r

s av i ngs ,  and c os t s  i n  t he p r i v a t e  sec t or .  Now t h i s  wou l d  be

p r obab l y  t he mos t  he r oi c  and  ambi t i ous  ex amp l e  o f  t r y i ng  t o

s ub j ec t  suc h a  wi de r ange o f  p r oposa l s  t o  r educ e  t he number  o f

uni nsu r ed t o t he  d i s c i p l i ne  of  good mode l i ng .  And we ant i c i pa t e

c omi ng  out  wi t h J ohn ’ s  v ol ume i n t he  nex t  f ew mont hs and  mak i ng

i t  ava i l ab l e t o peop l e on t he Hi l l  and  i n  t he Ex ec u t i v e Br anc h

and  ar ound  t he  c ount r y .

So aga i n  I ’ m l ook i ng  t o  t he  di a l og .  I  t hank  Ed  and  bo t h

s ena t o r s  f o r  t he i r  host i ng  o f  t hi s  and  t hank  y ou  f o r  i nc l udi ng
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us.

ED HOWARD:   Al l  r i gh t ,  J ac k .  Thank s v e r y  muc h.  I  s hou l d

poi n t  ou t  t he r e i s  i n  y our  mat e r i a l s  an exc e r p t  f r om t he ,  I

gues s i t ’ s  f r om v o l ume t wo  o f  t he  pape r s  t ha t  J ack  was

r ef e r r i ng t o,  t he  Gr een  Re f o r m Pl an c ompar i s on .  The r e  i s  a

c ha r t  t hat  I  f i nd  one  o f  t he  most  us e f ul  t oo l s  t ha t  I  hav e  c ome

acr oss  i n t r y i ng  t o f i gu r e  out  wha t  t he d i f f er ences  a r e be t ween

d i f f er en t  app r oac hes .  What  t he i r  s t r engt hs  and  weak nes ses  ar e .

Wha t  y ou  r eal l y  have  t o  come  t o  g r i ps  wi t h i f  y ou a r e  go i ng t o

t al k  about  t h i s  i n  anyt h i ng  bu t  v ague  gener a l i t i es .

So l et ’ s  ge t  t o ou r ,  t o  ou r  panel .  I  apo l og i ze  i n

adv anc e  bo t h f or  t he  t i me we ’ v e  a l l o t t ed  t o  t hem t o  ex pound on

f ai r l y  c omp l i c at ed  p r oposa l s  and f or  t he  br i ef ness  i n  t he

i nt r oduc t i ons  t ha t  t hey ’ r e  goi ng t o ge t .  The r e  a r e  bi ogr aphi c al

s ke t ches  i n  y our  mat e r i a l s  t ha t  I  commend  t o  y ou .  And  I  a l so

wan t  t o  send a l ong  t he r eg r e t s  of  Uwe  Re i nha r dt  who  i s  nu r s i ng

s ome t h i ng h i s  wi f e  i s  v e r y  r el i ev ed t o  r epo r t  i s  j us t  a v e r y

bad  co l d .  Many  o f  you  k now o f  t he  annual  con f e r enc e  t hat  he and

St ewar t  Al t man  [ mi ss pel l ed? ]  host  at  Pr i nce t on  eac h  s p r i ng .

Thi s  y ea r  i t  was  l as t  Thur s day  and  Fr i day  and Uwe  was  nowhe r e

i n s i gh t  a t  h i s  own c on f er ence .  And I  t a l ked  t o  hi m t h i s

mor n i ng .  He  want ed  a l l  o f  y ou t o k now he  was  v e r y  s or r y  t o  mi ss

t he  di s c us s i on .  He  a l so  wan t ed  me  t o  pas s  a l ong  hi s  c onv i c t i on

t ha t  un t i l  mo r e peop l e v ot e  who  ar e  ei t he r  un i ns u r ed  o r  wo r r i ed

abou t  be i ng  un i ns u r ed ,  moun t i ng  s ome  s or t  o f  c ompr ehens i v e
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s ol u t i on  i s  go i ng  t o  be  ve r y ,  v er y  d i f f i c ul t .  And,  of  cou r se ,

he s ai d  t ha t  i n ways  t ha t  a r e muc h  mor e memor ab l e and  el oquen t

t han  I  c an  cap t u r e .  But  I  t hought  I  want ed t o ge t  t ha t  i dea

acr oss  and  we  wi s h  h i m a  s peedy  r ecov e r y .

Our  f i r s t  s peake r  i s  El l i o t  Wi c ks  who  i s  a Sen i o r

Fel l ow a t  t he  Ec onomi c  and  Soc i al  Res ear c h I ns t i t u t e and  a

Sen i or  Cons ul t an t  wi t h Hea l t h Management  As s oc i a t es ,  a  Mi c hi gan

bas ed c ons u l t i ng  f i r m.  El l i o t  s pec i a l i zes  i n  t he  anal y s i s  of

pol i cy  r ef o r ms  t o  he l p b r i ng  a f f o r dab l e hea l t h  c ov e r age t o  mor e

Amer i c ans,  es pec i a l l y  wo r k e r s  i n s ma l l  f i r ms .  He ’ s  an  ex pe r t  on

a r r angemen t s  o f  pool  pu r chas i ng  o f  hea l t h  c ove r age .  He  r ec en t l y

d i r ec t ed  a  pr o j ec t  t o  i nves t i ga t e  t he  ba r r i e r s  o f  s uc c es s ,

bar r i e r s  t o  s ucc es s,  r a t he r ,  o f  heal t h  pu r c has i ng c ooper a t i v es .

He’ s  go t  a  wi de r ange  o f  ex per i enc e i n  bo t h  pr i v at e  and s t at e

gov e r nment a l  s ec t o r s .  He  ho l ds  a PhD i n economi c s  and  soc i al

pol i cy  f r om Sy r ac use  Un i ve r s i t y .  And  we’ l l  hea r  f r om h i m not

onl y  about  hea l t hc ar e ,  but  whe t he r  o r  no t  Sy r ac use  ought  t o

j oi n  t he  ACC.  [ Laugh t er ]  Ri ght ,  El l i o t ?

ELL I OT WI CKS:   That ’ s  r i gh t .  Thank s Ed.

I  want  t o des c r i be  t o  y ou a  pl an f or  uni v er s al  c ov e r age

t ha t  was  deve l oped  by  me and  my c ol l eagues ,  J ack  Mey e r  and

Sha r on  Si l ow- Ca r r o l l  a t  t he Ec onomi c  and  Soc i a l  Resea r c h

I ns t i t u t e.  I n  dev e l op i ng  t h i s  p r opos a l  we  had c e r t a i n

obj ec t i v es  i n  mi nd .  Fi r s t  o f  a l l  we want ed t o as su r e t ha t  we

r ea l l y  had  un i ve r s al  cov er age and  we  s ee  t ha t  as  hav i ng t wo
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e l emen t s .  Fi r s t ,  we wan t  t o  mak e s ur e  t ha t  nobody i s  eve r

wi t hou t  cov er age .  And  s econd l y ,  s o r t  o f  a  c o r o l l ar y  t o  t ha t

t ha t  a l l  p r ov i de r s  ge t  pai d  f o r  a l l  neces sa r y  s e r v i ces  t hey

p r ov i de .  Ther e  i s  no  unc ompens a t ed  c a r e i n t hi s  sy s t em.

We a l s o  wan t ed  t o  r e t ai n  t he  best  el emen t s  o f  t he

p r es en t  sy s t em.  Fo r  exampl e ,  most  pr omi nent l y  we  want ed t o

bui l d on  t he emp l oye r - based  sy s t em t ha t  we a l r eady  hav e.  And  we

wan t ed  t o a l s o  us e  p r i v a t e  hea l t h  pl ans and  compet i t i on among

t hos e heal t h p l ans  as  a  way  of  ens ur i ng t ha t  we  hav e s ome

c on t r o l  ov e r  c os t .

And  f i na l l y ,  we want ed t o i mpr ove  t he  ho r i z ont a l  and

v er t i c a l  equi t y  o f  t he p r es ent  sy s t em.  The p r es ent  sy s t em gi v es

peop l e  d i f f er ent  l ev e l s  of  bene f i t ,  t hat  i s  t hos e who  ar e

s ubs i d i z ed .  Di f f e r en t  l eve l s  o f  bene f i t s  depend i ng  on  wha t

s t a t e t hey  ar e  i n ,  what  pr og r am t hey  a r e  el i gi b l e f or ,  and  we

v i ew t h i s  as  bei ng  h i gh l y  i nequ i t abl e .  And we a l so  wan t ed  t o

ens u r e  t ha t  t he s y s t em was  f i nanc ed i n  a  way  t ha t  was  f a i r .  And

we t hi nk  t hat  we  hav e  c ome  up wi t h  way s o f  ach i ev i ng bot h  of

t hos e ob j ec t i v es .

The  f i r s t  t as k  i s  how t o  mak e c ov e r age  a f f o r dab l e.

Cl ea r l y  t ha t ’ s  t he  k ey p r ob l em f o r  mos t  peop l e  who  don ’ t  hav e

c ov e r age .  And  we  p r opos e  t o  do  t h i s  t h r ough  t ax  cr edi t s .  Thes e

c r ed i t s  wou l d  be  ava i l ab l e  t o eve r yone ,  but  t he

[ un i nt e l l i g i b l e]  o f  t he  cr ed i t  wou l d  be bas ed on  i ncome.

For  ex ampl e ,  t hos e  peop l e be l ow t he pove r t y  l ev e l  wou l d
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hav e  a  c r ed i t  su f f i c i en t  t o  buy  t he equi v al ent  o f  c ur r en t

Med i ca i d  c ove r age .  Peop l e abov e  t he medi an i nc ome wou l d a l so

get  a c r ed i t  even  t hough  one  c oul d  a r gue  t hey don’ t  neces s ar i l y

need  i t  bu t  we ’ r e  pr opos i ng  t o  do  t ha t  because  we’ r e goi ng  t o

t ak e  away s ome t h i ng e l s e  t ha t  y ou ’ l l  s ee  i n  a mi nu t e.  We  wou l d

g i v e  t hem a  t ax  c r ed i t  equa l  t o  t he amoun t  t ha t  t hey,  t ha t  t he

ave r age  pe r son  above  t he  med i an  i ncome  now get s  i n  t he  way  o f  a

t ax  r e l i ef  by  no t  hav i ng  t o  pay  t ax  on  a  pr emi um c ont r i bu t ed  by

t he  emp l oy e r .  Tha t  appr ox i ma t es  a  coup l e  of  yea r s  any way  ago ;

i t  d i d  when  we  wr o t e  t h i s ,  s ev en hund r ed  do l l a r s  f o r  an

i nd i v i dual  and  f i f t een hund r ed  do l l a r s  f o r  f ami l i es .  So t hat

wou l d be  t he c r ed i t  f or  t he  peopl e  above  t he  med i an  i ncome .  And

t hen  t hose  t ha t  a r e bet ween  t he  pove r t y  l ev e l  and t he  med i an

i nc ome  wou l d hav e  gr adua t ed  cr edi t s ,  g r adua l l y  goi ng f r om wha t

t hey  ge t  f o r  Med i c ai d  equi v a l en t  c ov e r age  t o  wha t  t he  med i an

i nc ome  peop l e  ge t .

Now bec aus e ,  i n o r de r  t o  mak e t hi s  r ea l l y  t r ul y

a f f o r dab l e ,  y ou,  y ou  hav e t o  make  su r e  t hat  peop l e  hav e t he

money when  t hey need  t o  pay  t he  p r emi ums  and  we  wou l d ,  t ha t

wou l d mean  t ha t  we  woul d  mak e t hes e t ax  c r ed i t s  adv anc ab l e ,

t ha t  i s  be  pa i d no t  a t  t he  t i me  y ou pay y ou r  t ax  bu t  ove r  t he

y ea r .  And t hey  wou l d  al s o be  r e f undab l e s o t ha t  i f  t he  amoun t

o f  t ax  l i ab i l i t y  i s  l es s  t han t he  c r ed i t ,  peopl e  woul d  s t i l l

get  t he  f u l l  amoun t  o f  t he  c r ed i t .

As I  s ugges t ed  ea r l i e r ,  we  wou l d a l s o  change  t he
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p r es en t  subs i dy  p r og r am t ha t ’ s  av a i l ab l e  t o  ev e r ybody ,  t ha t  i s

t he  ex empt i on  of  t he  pr emi um pa i d  by  t he  emp l oy e r  f r om

t ax a t i on ,  s o we woul d  make  a l l  pr emi ums pai d  by  emp l oy er

t ax abl e  as  or d i na r y  i nc ome  t o t he  i nd i v i dua l .

Bec aus e  t h i s  p r og r am i s  des i gned t o g i ve  cr edi t s  t o

eve r yone  s u f f i c i en t  t o a f f o r d c ov e r age ,  we wou l d  es sen t i a l l y

e l i mi na t e t he  ma i n  c omponen t s  o f  Med i c ai d  and t he SCHI P

p r og r ams  because  t hey ’ r e  no  l onge r  nec es s ar y .  Now obv i ous l y

s ome  e l emen t s  of  Med i ca i d woul d  need  t o be r et a i ned .  The  l ong

t er m c a r e por t i on  and  o t he r  el emen t s  t o dea l  wi t h t hos e who

hav e  s pec i a l  needs  bu t  t he  s ubs i dy  j us t  t o hel p  peopl e  buy

c ov e r age  woul d  be  el i mi nat ed  because  i t ’ s  r epl ac ed  by  t he

c r ed i t  o f  t he ,  t h r ough t he  i nc ome  t ax  sy s t em.

The  sec ond ,  a f t e r  as s ur i ng  a f f o r dabi l i t y ,  t he s econd

t as k  i s  t o  ens ur e  av a i l abi l i t y  of  i ns u r ance .  The r e f or e ,  t o

f ac i l i t a t e  t h i s  we  woul d  r equi r e t ha t  emp l oy er s  of f er  cov e r age.

Not  t ha t  t hey  pay  f o r  c ove r age  t ha t  woul d  be  t he i r  cho i c e  j us t

as  i t  i s  c u r r ent l y .  We wou l d  ex pec t  many  t o  do  s o.  Bu t  t he

r equ i r emen t  woul d  be  t ha t  ev er y one  o f f e r  c ove r age .  Si nc e  most

peop l e  get  cov er age a t  t he  wor k pl ace  t hi s  woul d  mak e s ur e  t ha t

eve r yone  who i s  empl oyed  c ou l d  ge t  c ov er age  t h r ough  t hei r

wor k pl ac e.

We wou l d  a l so  r equ i r e  s t at es  t o  es t ab l i s h  what  o t he r s

hav e  c a l l ed  i nsu r anc e  ex changes .  We’ v e  adop t ed  t ha t  l anguage

bec aus e  t he  l anguage  we  us ed  was not  v er y ,  v er y  f e l i c i t ous .  But
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ess ent i a l l y  t hes e  ar e  l i ke  pur c has i ng  coope r at i v es  or  hea l t h

mar t s  o r  o t he r  s i mi l a r  o r gan i z a t i ons  t ha t  a r e,  t ha t  c ont r ac t

wi t h  hea l t h  i nsu r e r s  and  t hen o f f e r  c ove r age  t h r ough t hi s

ent i t y ,  wh i ch  f ac i l i t at es  t he p r oc es s  of  ma r ke t i ng  and  pay i ng

p r emi ums  and s o f o r t h ,  c ol l ec t i ng  pr emi ums and  t hen  pay i ng  t he

i ns u r e r s .

We wou l d  r equ i r e  t ha t  c e r t a i n f i r ms pa r t i c i pat e ;  name l y

t he  sma l l es t  f i r ms ,  t hos e wi t h  f ewer  t han  t en empl oyees.  And

t he r e a r e s ev e r a l  r easons f o r  doi ng t h i s  bu t  t he  most ,  one  o f

t he  mos t  i mpo r t an t  i s  t hat  t hes e a r e  t he  f i r ms  t ha t  a r e l eas t

l i k e l y  and  ab l e t o  do  a  good  j ob o f  pu r c has i ng  on t he i r  own and

t hi s  p r oces s a l l ows t hem t o  hav e t he  k i nd  o f  i n f or mat i on  t o

mak e  be t t e r  c hoi c es.  And  a l s o bec aus e  we  need t o  make  su r e  t hat

we don ’ t  s u f f e r  f r om t he  p r obl ems  t ha t  pu r c has i ng c ooper a t i v es

hav e  had  i n  t he past .  They ’ v e nev e r  been  bi g  enough  t o  r ea l l y

hav e  c r i t i c al  mas s  t o  nego t i at e  we l l  and  t o  be  a  p r es enc e  i n

t he  mar k et .  And by  hav i ng i t  a l l  f i r ms  unde r  t en we wou l d

ens u r e  t ha t  happens.

We wou l d  a l so  al l ow i nd i v i dual s  t o  pa r t i c i pa t e  but  t hey

wou l dn ’ t  have  t o .  We  wou l d  ant i c i pat e  t ha t  many  wou l d  chos e t o

do s o and we wou l d  a l so  an t i c i pat e  t ha t  many  s ma l l  f i r ms  not

r equ i r ed  t o  do  s o  wou l d  al s o  pa r t i c i pa t e  t h r ough  t he i ns u r anc e

exc hange .

Lar ge empl oye r s  woul d  be  pe r mi t t ed  t o  buy  c ove r age

t hr ough  t he  pu r c has i ng exc hange  bu t  t hey  wou l d  be s epa r a t e l y
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r i s k  r a t ed  t o  ens u r e  t ha t  t he exc hange  does n ’ t  bec ome  t he

v i c t i m o f  adv e r s e  se l ec t i on  by  hav i ng  j us t  t he  h i gh - r i sk  l ar ge

emp l oy e r s  par t i c i pat e .

We wou l d  a l so  r equ i r e  t hat  i ns u r e r s  o f f e r  a ,  t wo ,  a t

l eas t  t wo k i nds o f  i nsu r anc e  pack ages .  One t ha t  was  t he

equ i va l ent  of  Med i ca i d and  t he  ot her  t ha t  was t he equ i va l ent  of

Med i ca r e  c ove r age  wi t h s ome  add i t i ons  t ha t  I ’ l l  speak  of  i n a

moment .  And  t he r eas on f or  t ha t  wi l l  be c l ea r .  They  woul d  al s o

be r equ i r ed  t o  pa r t i c i pa t e  i n t he  ex c hange i f  t he s t a t e dec i ded

t o i nc l ude  t hem.  Tha t  woul d  be  t he  op t i on  o f  t he  s t at e .  They

c ou l d nego t i a t e and c ou l d ex c l ude  some  i f  t hey  wi s h  t o .

We wou l d  a l so  r equ i r e  t hat  a l l  sma l l  g r oup and

i nd i v i dual  ma r ke t  be  sub j ec t  t o  c ommun i t y  r a t i ng  o f  t he pu r es t

k i nd .  That  i s  t he  on l y  bas i s  f o r  c ha r g i ng  r a t es  di f f e r en t  t o

f ami l i es  and i nd i v i dual s  wou l d  be  on  t he  s i z e o f  t he g r oup

bei ng i nsu r ed .  Tha t  i s  whe t her  i t ’ s  a  sma l l  f ami l y  or  a l a r ge r

f ami l y  and  t he  r i c hness  of  t he  benef i t s .  And  t h i s ,  t he

c ommun i t y  r at i ng  wou l d app l y  i ns i de and out s i de  t he  pu r c has i ng

exc hange  t o  a l l ,  i n t he  sma l l  g r oup mar k e t  –  under  one  hundr ed

emp l oy ees –  and t o  t he i nd i v i dual  ma r k et .

Now bec aus e  we ’ v e  el i mi nat ed  t he pos s i bi l i t y  f o r  ou r

i ns u r e r s  t o  r a t e  on t he  bas i s  o f  r i s k ,  we  woul d  need a  r i s k

adj us t ment  sy s t em t o  ens ur e  t ha t  t hos e  t hat  go t  hi ghe r  p r o f i l e,

h i gher  r i s k  en r o l l ees  d i dn ’ t  l ose  ou t  on  t he  p r oces s.  So  t he r e

wou l d be  a  r i s k  ad j us t ment  s ys t em t o  meas ur e  r i s k  o f  t he
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enr o l l ees i n d i f f e r en t  p l ans  and t hen  t o  compens at e  t hos e  pl ans

wi t h  h i ghe r  r i sk s  by  hav i ng  money  t r ansf e r r ed and t hos e wi t h

l owe r  r i sk  pr o f i l es .

We wou l d  a l so  hav e  a  cen t r a l i z ed s ys t em f or

admi ni s t r a t i on  o f  t h i s  p r oc ess  and  t ha t  wou l d i nc l ude  at  l eas t

t he  f o l l owi ng  f unc t i ons  – de t e r mi n i ng  el i gi b i l i t y  and  f o r

c oo r di na t i on o f  bene f i t s .

Now t he  nex t  ques t i on  i s  how do  we  ens ur e  un i v e r sa l i t y

o f  c ov e r age .  Wel l  we  wou l d  do t hi s  by  hav i ng  an  i nd i v i dua l

mandat e  f i r s t .  Househol ds  woul d  be  r equi r ed  t o  buy  cov er age and

t ha t  wou l d  hav e t o  be  equi v a l en t  t o Medi c ar e  c ov er age  bu t

augmen t ed wi t h  a t  l east  we l l  baby  ca r e  and a  p r esc r i p t i on  dr ug

e l emen t .

But  we  k now t hat  i n s pi t e o f  what eve r  we  do  t o  hav e

mandat ed  bene f i t ,  some peop l e a r e  go i ng t o f al l  t h r ough t he

c r ac ks .  They ’ l l  be  be t ween  j obs  o r  t hey j us t  don ’ t  s i gn up .  And

we wan t  t o  hav e a  f a l l back  s ys t em t o  ens u r e  t ha t  t hes e  peopl e

act ual l y  have  cov e r age.  And  we  wou l d ,  we  sugges t  do i ng  t h i s

wi t h  Med i c a r e .  Tha t  i f  y ou  don ’ t  hav e  any  o t he r  pr i va t e

c ov e r age  y ou’ r e au t omat i ca l l y  c ov e r ed  by  Med i c a r e.  Now t h i s

c ou l d be  FEHB or  any  ot her  k i nd  o f  mec han i s m y ou  s e t  up bu t  we

c hos e Medi c ar e .  And wha t  wou l d  happen  i s ,  i f  y ou  s how up  a t  t he

doc t or ’ s  o f f i c e o r  i n  t he hosp i t a l  emer genc y  r oom o r  any p l ac e

e l s e  f o r  a  cov er ed  bene f i t  and  you  don ’ t  hav e a  ca r d t ha t  shows

y ou  be l ong  t o  Aet na o r  Pr udent i a l  o r  s ome t hi ng e l s e ,  t hen  you r
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p r ov i de r  i s  go i ng  t o  be  pa i d  by  Medi c a r e .  And y ou ,  wh i l e  you ’ r e

not  en r o l l ed i n Medi c ar e ,  y ou’ r e pai d  f o r  by  Med i c a r e .

Now we  wan t  peop l e  no t  t o j us t  f a l l  back  i n t o Medi c ar e .

We’ r e no t  t r y i ng  t o get  i n  Med i ca r e f o r  a l l  on  t he  bac k door .

So we woul d  r equ i r e t ha t  any one  who i s  no t  c ov e r ed  f o r  p r i va t e

c ov e r age  a t  t he t i me  t hey pay t he i r  i ncome t ax ,  hav e t o pay a

p r emi um t ha t ’ s  equ i v a l en t  t o  t he ac t ua r i a l  v al ue  o f  t h i s

Med i ca r e  c ove r age .  And y ou  pay  t ha t  whet her  or  not  you  us e

s er v i c es  o r  no t .  So y ou  can ’ t  s how p r oof  of  pr i v at e  c ove r age ,

y ou ’ r e  goi ng t o pay f or  Med i ca r e c ov e r age  a t  t he  ac t ua r i a l

v al ue.

I n add i t i on  we  wou l d  i mpos e  a t en  pe r c en t  pena l t y  abov e

and  bey ond  t ha t  ac t ua r i a l  v a l ue  t o  ens ur e  t hat  peop l e  don ’ t

j us t  c hoos e  t h i s  as  t he i r ,  as  t he i r  s our c e f or  c ov e r age.

Wel l ,  t h i s ,  t hes e  el emen t s  ens u r e  un i v er s al  cov e r age.

No one  eve r  does n ’ t  get  cov e r ed  and a l l  p r ov i de r s  get  pa i d .  How

wou l d we  f i nance  t hi s ? Thr ee  t h i ngs –  f i r s t  t he r e wou l d be  s ome

s av i ngs  r es ul t i ng  f r om t he  e l i mi na t i on  o f  Medi c a i d  and  SCHI P,

bot h  s t a t es  and t he f ede r a l  gov er nmen t  woul d  ac h i ev e s av i ngs

t hr ough  t ha t .  We  wou l d a l s o  hav e t he  new t ax es  t ha t  r esu l t  f r om

t he  f ac t  t hat  emp l oy e r  pai d  pr emi ums  a r e  now t ax ab l e i nc ome t o

t he  emp l oy ee.  Bu t  undoub t ed l y  t hi s  wou l d  no t  be  su f f i c i en t  t o

c ov e r  t he f ul l  c os t .  Th i s  i s  ex pens i v e .  We need  t o  j us t  admi t

t ha t .  And we wou l d  p r opose  t o f i nanc e  t he  r es t  o f  i t  t hr ough

gene r a l  r ev enues .
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We t hi nk  t h i s  pl an  has a  number  o f  v i r t ues.  I t ’ s

r el a t i v e l y  s i mpl e .  I t ’ s  eas y  t o  unde r s t and.  I t  p r ov i des

mai nst r eam ca r e f o r  ess ent i a l l y  ev er y body .  We do  away  wi t h

Med i ca i d  and SCHI P.  I t  has  e l emen t s  t hat  shoul d  appea l  bo t h t o

c ons er v a t i v es  and ,  and t o mor e  l i ber a l  peop l e.  And  f i nal l y  i t

ach i ev es  un i v e r s a l  c ove r age .

ED HOWARD:   And wi t h i n y ou r  t i me l i mi t ,  t hi s  i s  go i ng

t o be eas i e r  t han  I  t hough t .

Nex t  up  i s  Len  Ni c ho l s .  Thanks  ve r y  much  El l i o t .  Len i s

t he  Vi c e  Pr es i den t  a t  t he Cent e r  f or  St udy i ng Heal t h Sys t em

Change .  At  t he  c en t e r  a  ma j o r  par t  o f  hi s  r espons i b i l i t y  i s  t o

mak e  s u r e t ha t  t he  c ent e r ’ s  r es ea r ch  ac t i ve l y  i n f o r ms  t he

pol i cy  p r oc es s  i n  a t i me l y  and  non - pa r t i s an  way .  He  a l so

c onduc t s  h i s  own  r es ear c h c ent e r ed  on  pr i va t e heal t h i ns u r anc e

and  hea l t hc ar e  mar ke t s .  He ’ s  he l d  pos t s  a t  t he  Ur ban I ns t i t u t e,

a t  OMB.  He ’ s  c ha i r ed  t he  Ec onomi c s  Depar t men t  a t  Wel l es l ey

Col l ege .  He  c oor d i na t ed  cos t  and r ev enue  es t i ma t i on  f o r  t he

Cl i n t on  Hea l t h  Sec ur i t y  Ac t  and  i t s  c ong r es s i ona l  s uc c es s o r s .

And  I ’ m pl eas ed t o  s ay he has a l s o  g r aced  a  number  of  Al l i anc e

agendas  muc h t o ou r  bene f i t .  Len t hank s f or  do i ng i t  aga i n .

LEN NI CHOLS:   Thank s  Ed .  And  I  a l so  wan t  t o  t hank  Jac k

f or  t a l k i ng  t he f oundat i on  i nt o  mak i ng  t h i s  pos s i b l e.

I  wi l l  s t a r t  by  s i mp l y  s ay i ng t ha t  y ou  may hav e  no t i c ed

we a r e  a l l  l ook i ng  f o r  s ome t hi ng new and  t he  bas i c  r u l e i s  i f

y ou  can ’ t  t hi nk  o f  a  new i dea put  new i n  t he  t i t l e .  [ Laugh t e r ]



Alliance for Health Reform and ERSI:
Roadmaps to Coverage – Exploring Options for the Uninsured
5/19/03

1 kaisernetwork.org makes every effort to ensure the accuracy of written transcripts, but due to the nature of transcribing recorded
material and the deadlines involved, they may contain errors or incomplete content.  We apologize for any inaccuracies.

15

So wha t  we  hav e he r e  i s  a new app r oac h .  We act ua l l y  do  t h i nk  we

do hav e  a new i dea  and we’ l l  t r y  t o,  we’ l l  t r y  t o c onv ey  i t .

And  I  want  t o  mak e  c l ea r  i t ’ s  a  j o i n t  pr oduc t .  Thi s  was s t ar t ed

as J ac k  sa i d t hr ee  y ear s  ago .  J ohn  Hol ahan ,  L i nda  Bl umber g  and

I ,  c ol l eagues  at  Ur ban a t  t he t i me  [ un i n t el l i g i b l e ]  and

bas i ca l l y  we’ v e added  Yu  Chu  Sh i n  [ mi s spe l l ed? ]  al ong  t he  way

as t he  p r og r am go t  mo r e  comp l i c at ed as  we  went  a l ong.

I  want  t o r emi nd  y ou  of  t he  as s i gnmen t .  Cov e r i ng

Amer i c a  t o l d us  t o  t h i nk  ou t s i de t he  box  and  d r eam bi g .  When

y ou  ge t  as  ol d  as  me  you  c an  r eal l y  d r eam.  And  i t  t ur ns  ou t  a t

t he  end  of  t he  day  t h i s  was  be i ng  done  a t  a  t i me  when  ou r

nat i on  had  l a r ge  s ur p l us es ,  wh i ch  hea l t h  po l i c y  ana l y s t s  wer e

s al i va t i ng  ov e r  wi t h  gr eat  g l ee .  And  s o when  y ou  s ee t he  p r i c e

t ag  on  t hes e t hi ngs don ’ t  f o r ge t ,  we  wer e  l ook i ng a t  i t  a t  a

t i me  when we t hought  t h i s  ac t ua l l y  mi ght  be  af f o r dabl e .  I t  may

y et  be ,  keep d r eami ng .

The  pr opos a l  i s  based  upon  t hr ee k ey  e l emen t s .  The r e

a r e  t h r ee k ey  mor a l  p r i nc i p l es .  I t  may  be  odd f o r  an economi s t

t o use  t he  wo r d mor a l .  I ’ l l  say  t wo t h i ngs.  One  – I  don’ t  hav e

t i me  t o  t e l l  y ou  abou t  I sa i ah  but  Ed ’ s  hear d  t hat  l ec t ur e  s o

I ’ l l  g i v e i t  t o y ou l at e r .

And  sec ond ,  ac t ua l l y  ec onomi cs  us ed t o  be  c a l l ed  mor a l

phi l os ophy .  When  Adam Smi t h  wr o t e ,  he  t augh t  mo r al  ph i l os ophy .

I t  may  s ome  day c ome  bac k t o  t hat  i n  ano t he r  c oupl e  o f  hundr ed

y ea r s .
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Any way ,  t he  s econd  c onc ept  her e  we  hav e i s  r ea l i sm

abou t  i nsu r anc e mar k e t s .  We  t h i nk  we  unde r s t and  t hem r eas onab l y

wel l  and  we ’ l l  go  t h r ough why we t hi nk  ou r  p r oposa l s  wi l l  wo r k .

And  t h i r d aga i n t he poi n t ,  we expect  t he r e t o be

s ubs t an t i a l  new f ede r al  subs i d i es  al ong wi t h  c on t i nued  s t a t es

s ubs i d i es ;  es sen t i a l l y  t he  r e f l ec t i on  o f  a  co l l ec t i v e

wi l l i ngnes s  t o  pay  f o r  c ov e r age  t hat ,  of  cou r s e ,  does  no t  ex i s t

t hi s  mo r ni ng.  Bu t  as  Ed  po i n t ed  ou t  i n  h i s  open i ng  r emar k s ,

t he r e i s  i ncr eas i ng c onv er s a t i on abou t  t hat  and  some day ,  some

day ,  s ome day  we  may  ge t  bac k t he r e.  Okay .

The  key  mor al  pr i nc i p l es  on  wh i ch  we  bas ed our  p r opos a l

a r e  t h r ee.  No  pe r s on  shoul d  hav e t o pay mor e  t han x  pe r c en t  o f

i nc ome  f or  t he i r  hea l t h  i ns u r ance .  Now we  c an a r gue  abou t  x .  I n

f ac t ,  i t ’ s  f un  t o  ar gue  abou t  x .  And  we c an  ar gue abou t  x  f o r

t he  r es t  o f  t he day.  Bu t  t he  po i n t  i s  t he r e  i s  s ome  l eve l  at

whi c h i n  f ac t  we  a l l  ag r ee .  I t ’ s  j us t  t ha t  a t  t he moment  we

agr ee i n  k i nd  of  i nc ons i s t en t  and  ar guab l y  s t up i d way s .

We agr ee ,  f or  ex ampl e ,  t ha t  ch i l d r en  s hou l dn ’ t  hav e  t o

pay  up  t o a  p r et t y  h i gh - i nc ome  l ev el .  We  ag r ee  t ha t  women  wh i l e

t hey ’ r e  pr egnant  s hou l dn ’ t  hav e  t o  pay  up  t o  a  c er t ai n  l ev el .

But  we  don ’ t  agr ee  abou t  c h i l d l es s  adu l t s .  We ag r ee  t hat

med i ca l l y  i nd i gen t  peop l e;  t ha t  i s  peopl e  who a r e r ea l l y ,

r ea l l y  s i c k  and have  spent  a l l  of  t he i r  money s hou l d be a l l owed

t o get  c ov e r age.

The  po i n t  i s ,  wha t  we ’ r e  s ea r c h i ng  f o r  he r e  i s  c l a r i t y .
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As y ou  get  as  ol d  as  me  you  s t a r t  t h i nk i ng abou t  s i mp l i c i t y .

You  s t a r t  t hi nk i ng  abou t  c l a r i t y .  And  f undamen t a l l y  i f  we  ag r ee

i n p r i nc i p l e t ha t  poo r  peop l e s hou l dn ’ t  pay  f o r  hea l t hca r e ,

t hen  I  t hi nk  we c an agr ee i n  p r i nc i p l e ,  t he r e i s  s ome  x  pe r c ent

o f  i nc ome bel ow wh i c h  peop l e  s hou l d pay not h i ng  and  s ome

s l i d i ng  sc a l e  shou l d  t ak e t hat  i n t o ac count .

The  sec ond  pr i nc i p l e ,  and he r e  i s  wha t  I  t h i nk  i s  k i nd

o f  a  new t h i ng  bu t  agai n  I  wi l l  s ubmi t  i t ’ s  an  a r t i cu l at i on o f

an o l d  i dea ,  no pe r s on s hou l d hav e  t o  pay  mor e  t han  y  t i mes t he

s t anda r d  r a t e .  Now t he s t andar d  r a t e  i n i ns u r anc e par l anc e  i s

not  av e r age .  The  s t anda r d i s  a  r a t e t hat  wou l d  be c ha r ged  t o

y ou r  p r ove r bi a l  v e r y  hea l t hy  pe r s on.  So t he  po i n t  i s  we t h i nk

y ou  can  mak e t he  c as e  t hat  no human s hou l d hav e  t o  pay  mor e

t han  c e r t a i n mul t i pl es  o f  t hat .

Aga i n,  we hav e  t ha t  i n p l ac e  now i n v e r y  i ne f f i c i en t

and  k i nd  o f  pa t c hwor k  ways .  We  hav e h i gh - r i s k  pool s  i n  t wen t y

n i ne  s t a t es ,  whi c h  i s  a  pr i nc i p l e  t ha t  s ays  bas i ca l l y  i f  y ou

get  un i nsu r ab l e we ’ l l  t ake  c ar e  o f  y ou  t o  s ome  deg r ee .  We  hav e

aga i n t he med i ca l l y  needy p r og r am i ns i de  Med i c a i d whi c h i s

aga i n i s  a  r ec ogn i t i on o f  t h i s  no t i on .  Al l  we’ r e  s ay i ng i s

l et ’ s  make  i t  c l ea r ,  l e t ’ s  mak e  i t  s i mpl e ,  l et ’ s  make  i t  acr oss

t he  boa r d,  l e t ’ s  agr ee as  a  soc i e t y  what  y  i s  and f or  whom y

s hou l d  app l y .

And  t he  t h i r d  mor a l  p r i nc i p l e i s  no one s hou l d  be

f or c ed  i nt o  any k i nd  of  hea l t h  i ns ur ance  ar r angemen t  aga i ns t
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t he i r  wi l l .  And I  di dn’ t  pu t  he r e ,  bu t  I  shoul d ,  by  t he f ede r al

gov e r nment .  Ok ay .  We  t hough t ,  we wer e  ac t ua l l y  ask ed t o t h i nk

abou t  po l i t i c s  f o r  a  coupl e  of  hou r s  i n t he  dev e l opmen t  o f  t h i s

p r opos a l .  And  a c oup l e o f  us  had l i v ed  t h r ough  t he  Cl i nt on

expe r i ence ,  as  Ed  t o l d y ou  and  t he r e ’ s  a  l i t t l e  bi t  o f  s c a r

t i s s ue  r ema i n i ng  and  so  we  bas i ca l l y  t hough t ,  maybe  i t  wou l d  be

a  good  i dea  i f  we  di dn’ t  p r opos e f ede r al  manda t es i f  we l e t

El l i ot  p r opos e  t ha t  and  l e t  hi m t ake  a l l  t ha t  f l ak .  Ok ay .

The  ope r at i ona l  p r i nc i p l es  a r e  f a i r l y  s t r ai ght f o r wa r d .

I f  y ou ’ r e goi ng t o  t r y  t o do  s ome t hi ng  l i ke  t h i s ,  t ha t  i s  t o

s ay ,  f u l l  s ubs i d i es  up t o a  hundr ed and f i f t y  pe r c ent  of

pov e r t y  wi t h a  s l i di ng s ca l e  t o  t wo f i f t y  and t he bas i c  i dea ,

i f  y ou  go bac k  t o  my  pr i nc i p l e  of  x  pe r c ent ,  no  one  s hou l d  pay

mor e  t han x  pe r c en t ,  wha t  t hat  ge t s  y ou t o i s  t hat  no  pe r s on

s hou l d ,  wou l d  pay  mor e t han  t went y  pe r cen t  o f  t hei r  i ncome .  I f

y ou  t ak e  t wo hund r ed  and  f i f t y  pe r cen t  o f  t he f ede r al  pov e r t y

l ev e l ,  t ha t ’ s  abou t  f or t y  s i x  t housand  do l l a r s ,  t oday  a f ami l y

hea l t h  i ns u r ance  pol i cy  cos t s  abou t  n i ne t y  t wo  hund r ed  do l l a r s .

Tha t  means  i f  t hey  had t o buy i t  wi t hout  subs i dy ,  as  t hey  wou l d

unde r  ou r  p r opos a l ,  whi c h by  a l l  acc ount s  woul d  be  cons i de r ed  a

gene r ous  p r oposa l ,  t hey  wou l d be pay i ng n i ne t een  po i n t  e i ght

per c en t  of  t he i r  i nc ome  f o r  t ha t .

So wha t  we ’ r e  do i ng her e  may  s ound  r ad i c a l .  I n  f ac t ,  by

t oday ’ s  s t anda r ds ,  i t ’ s  qu i t e gene r ous .  But  i t  s t i l l  l eav es

peop l e  a t  t wo  hund r ed  and f i f t y  pe r c en t  o f  pov e r t y  pay i ng
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t wen t y  per c en t  o f  i nc ome .

The  sec ond  ope r a t i ona l  p r i nc i p l e i s  t o  c r ea t e a  poo l .

We t hi nk  o f  i t  as  an i ns u r anc e home ,  a  pl ace  i n whi c h a l l

peop l e  may  buy  an  i ns ur anc e  po l i c y  a t  t he  c ommun i t y  r a t e .  The

t r i c k  he r e ,  and he r e ’ s  our  new i dea,  don ’ t  i mpos e t he  commun i t y

r at e  on  t he  whol e  soc i e t y .  J us t  guar an t ee  ac ces s  t o  c ove r age  at

t he  commun i t y  r a t e  by  us i ng  es s en t i a l l y  gene r a l  r ev enue f unds

t o s ubs i di z e t ha t  wha t  we c a l l  ex c es s  r i s k ,  t ha t  amoun t  abov e

whi c h y ou  wou l d be c ha r ged  by  an  i ns u r e r ,  bu t  we don ’ t  want  t o

f or c e o t he r  peop l e  t o  have  t o s ubs i d i z e t ha t .  So  we  don’ t

i mpose  c ommun i t y  r at e  e l sewher e  i n  t he  s oc i e t y .

The  t h i r d ope r at i ona l  p r i nc i pl e  i s  f eder a l  s ha r e  o f

s ubs i d i es  wou l d be  enhanced .  The bas i c  no t i on he r e  i s  t o  not

f or c e any s t a t e t o  go  a l ong  bu t  t o  o f f er  t hem a  dea l  we t h i nk

t hey  p r obab l y  wou l dn ’ t  r ef us e.  And  t he  deal  i s  i f  y ou

par t i c i pat e ,  we’ l l  g i ve  you  t he  SCHI P ma t ch .  So  f i f t een pe r c ent

bump  up  i n  you r  ma t c h i ng  r a t e f or  al l  of  Med i c a i d,  wh i ch  put s

a l l  t ha t  l ong - t e r m c a r e  money,  a l ot  o f  money i n t o  t he  s y s t em.

And  t hen  y ou get  t he  f eder a l  ma t c h  f o r  a l l  c ov e r age  ex pans i ons

t ha t  oc c ur  as  we l l .  So f undamen t a l l y  one  ma t ch  r at e ,  a  who l e

bunc h o f  f ede r al  money c omi ng i n,  s t r ong  i nc en t i ves  f o r  t he

s t a t es  t o p l ay ,  and t he  s t a t es  can  t hen s et  up  app r ov a l  and r un

i t  acc o r di ng t o t hei r  l oca l  pr e f e r enc es,  wh i ch  t hey  woul d .  We

t hi nk  t he mos t  na t ur a l  mec hani s m wou l d  be  t o  a l l ow peopl e  t o

buy  t h r ough  t he s t at e  empl oy ee  pl an,  whi c h ex i s t s  i n eve r y
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c oun t y ,  wh i ch  al r eady  has a  mec han i s m f o r  c o l l ec t i ng money ,  f or

acc ept i ng b i ds  f r om i ns u r anc e p l ans,  e t c .  e t c .  e t c .  And i s

eas i l y  adap t ab l e  t o s ma l l  bus i nes s  and  i ndi v i dua l s  who  wou l d

wan t  t o  buy .

The  f ou r t h  ope r a t i ona l  p r i nc i p l e,  and  I  wan t  t o

emphas i z e i t ,  i s  i n ou r  v i ew equ i t y  t r umps  t a r ge t  e f f i c i ency .

The  no t i on  he r e i s  t hat  i f  y ou  des er v e  a  subs i dy ,  t ha t  i s  you

mak e  i nc ome  be l ow say  a  hund r ed  and f i f t y  pe r c en t  o f  pov e r t y ,

i f  y ou  happen  t o  be buy i ng  i t  now we  t hi nk  y ou  s hou l d  be

s ubs i d i z ed .  And t h i s  pr opos a l  wou l d do  t hat .  I t  t u r ns  ou t ,

hel l o;  t hi s  i s  a  b i g  su r pr i s e t ha t  c os t s  money .  I t  cos t s  r ea l

money and we’ l l  t a l k  about  t ha t  i n  a  mi nu t e .

Okay  l e t ’ s  t a l k  abou t  r eal i s m.

Fi r s t  po i n t ,  o f  c our s e,  no  mandat es,  no f ede r a l

mandat es .  Aga i n,  we a l l ow s t at es  t o i mpos e a  manda t e i f  t hey

c hos e t o .  I n f ac t ,  we  woul d  enc ou r age  t hem t o do  obv i ous l y

t hr ough  t h i s  k i nd  of  subs i dy  mechani s m bu t  no f ede r al  di c t at e

wi l l  ex i s t  f o r  t he  pu r pose  o f  dodg i ng  al l  t hos e  bu l l e t s .  We

a l l ow t hos e  who woul d  p r ef e r  t o  do  s o  t o  buy  i ns ur anc e  ou t s i de

our  c r ea t ed  pool .  So  aga i n  we g i v e  f r eedom.  We  g i v e  c hoi c e .  I f

y ou  can  do  be t t e r  on  you r  own,  go  do  i t .  The  t r i ck  t hough ,  i f

y ou  wan t  a  subs i dy  f o r  e i t he r  i nc ome  o r  exc ess  r i s k ,  y ou ’ r e

goi ng t o  have  t o  c ome  i ns i de  t he poo l .  We  on l y  g i v e  s ubs i d i es

i ns i de  t he  poo l .  We onl y  g i v e s ubs i d i es  whe r e we  c an c on t r ol

t he  bene f i t  pack age a t  a  s t anda r d  r a t e  and onl y  gi v e s ubs i di es
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wher e we  c an mon i t or  al l  t ha t  s t u f f .  We do not  add  r egul a t i ons

out s i de  t he  pool  s o out s i de  t he  pool  y ou ’ r e  on  y ou r  own and we

l eav e ex i s t i ng  t ax  s ubs i di es  a l one .  Ok ay .

And  t he  [ un i nt e l l i gi b l e]  t ha t  c omes  ou t  as  J ack  po i n t ed

out ;  t he  Lewi n  Gr oup  i s  go i ng t o be r e l eas i ng es t i mat es o f  a l l

o f  t hes e  p l ans  r e l at i ve l y  s oon .  Bu t  o f  c our s e we and  my

c ol l eagues  at  Ur ban a r e  f a i r l y  i mpat i ent  and  s o  we  cou l dn ’ t

wai t  f o r  t hat .  And  we  have  a  mode l  a f t er  al l  des i gned  t o  do

t hi s  s o r t  o f  t hi ng .  And  so  we p l ay ed  a r ound  a l i t t l e b i t  and

her e ’ s  wha t  we  bas i c a l l y  f ound .

Abou t  ha l f  of  t he  un i ns u r ed  wou l d  ge t  cov er age .  About

hal f  o f  t he  peop l e  wi t h  cov e r age wou l d  en t e r ,  woul d  c hoos e  t o

ent e r  ou r  poo l  t ha t  means ha l f  wou l d  s t ay  ou t .  Abou t  a  t h i r d  of

t he  popu l a t i on  t ha t  wou l d be  c ove r ed  wou l d end  up get t i ng  t h i s

exc ess  r i s k  s ubs i dy .  Tha t  i s  t o  s ay t hey  wou l d  be get t i ng  a

s ubs i dy  f o r  t hei r  r i s k  abov e  t he ave r age  i n  t he  soc i e t y .  Mos t

o f  t he  s ubs i dy  do l l a r s  wou l d  go  t o  t he  a l r eady  i ns u r ed .  And

per haps  a poi n t  t hat ’ s  i mpo r t an t  t o emphas i z e t hat  I  d i dn ’ t  get

on her e  i s  t he  r emai n i ng  un i ns u r ed  wou l d  by  and  l a r ge  be

ext r eme l y  hea l t hy  peopl e .  They  wou l d  be peop l e  who  vo l un t a r i l y

c hoose  not  t o  buy .  They  wou l d be p l en t y  wel l  ac c es s  t o

s ubs i d i es  i f  t hey  wan t  t hem,  c hoos e no t  t o t ak e  t hem t he r e f o r e

we mus t  as s ume  t he i r  wi l l i ngnes s t o pay i s  v er y  l ow s o  we  t h i nk

t he  un i nsu r ed  i n  our  wo r l d  wou l d be v e r y  hea l t hy ,  whi c h has got

t o be t he bes t  g r oup  t o  l eav e uni nsu r ed.
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You  wou l d hav e  a  s oc i et y  wi t h mor a l  p r i nc i p l es  i n

p l ac e.  You  cou l d  r ea l i z e  t ha t  and  f ee l  good  abou t  y ou r se l f .  And

f ede r a l  t ax es  wou l d hav e  t o  be  r a i sed ,  t her e ’ s  no ques t i on

abou t  t hat .  [ Laugh t e r ]

ED HOWARD:   Ex ce l l en t .  Thank s v er y  muc h,  Len .

Our  f i na l  p r es en t e r  t oday i s  Tom Mi l l e r .  Tom d i r ec t s  a

r es ear c h  p r og r am a t  t he  Cat o  I ns t i t ut e  t ha t  emphas i z es

expand i ng hea l t hc a r e  f i nanc i ng  and  pu r chas i ng op t i ons  f o r

c ons umer s  and  f o r  pu r chase r s .  He’ s  wr i t t en f or  s uc h  v a r i ed

pub l i c a t i ons as  t he Wal l  St r ee t  J our na l  and  USA Today ,  t he

Reader ’ s  Di ges t ,  and  Hea l t h  Af f ai r s .  And  be f or e  j o i ni ng Cat o

Tom spen t  f ou r t een  y ear s  a t  t he  Compe t i t i ve  En t e r p r i s e

I ns t i t u t e as  Di r ec t o r  o f  Ec onomi c  Po l i cy  St udi es  and Sen i o r

Pol i cy  Ana l ys t .  Be f o r e h i s  i nc a r na t i on  as  a  po l i cy  wonk ,  Tom

was  t ha t  l owes t  o f  l ow t hi ngs,  a t r i a l  a t t o r ney .  Thos e  o f  us

wi t h  l aw degr ees …

TOM MI LLER:   Pl ai n t i f f ’ s  at t o r ney as  we l l  as  def enc e  I

mi gh t  add,  ma l pr ac t i c e c as es .

ED HOWARD:   We  may  have  you  bac k on anot her  pane l .  He

was  al s o  a  r ad i o  b r oadc ast e r ,  dea r  t o  my  hea r t ,  and  a

j ou r na l i s t .  He  ho l ds  a Bac he l o r ’ s  deg r ee  i n  po l i t i c al  sc i enc e

f r om NYU and a  l aw degr ee f r om Duk e.  Tom,  p l eas e .

TOM MI LLER:   Thank  you ,  Ed.  I  woul d  men t i on t ha t  Duk e

o r i g i na l l y  vo t ed  aga i ns t  i nc l ud i ng  Sy r ac use  i n  t he  ACC.

[ Laugh t e r ] .  Now s i nc e  we  don ’ t  compe t e  i n  f oot ba l l  any way  I
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s uppos e  we  cou l d  b r i ng t he  f oo t ba l l  p r og r am ov e r  t o  t he Bi g

Eas t  and  t hen  ma t c h up acc o r di ngl y .

Onc e  aga i n  I ’ m i n  t he  pos i t i on  of  of f e r i ng my c ommon

s ens e c ons ens us p r oposa l s  a f t e r  t hes e  t wo  r adi c a l s  nex t  t o  me .

[ Laugh t e r ]  Bu t  I ’ m t a l k i ng  p r i mar i l y  abou t  i mp r ov i ng acc es s t o

hea l t hc a r e ,  no t  neces sa r i l y  hea l t h  i ns ur anc e ,  by  i mpr ov i ng  t he

v al ue o f  t he hea l t hc a r e  t ha t  we  pu r c hase .  So  I ’ l l  j us t  p r ov i de

s ome  o f  t he  l ow l i gh t s  and  t he  de t ai l s  a r e i n t he c hap t e r .

The  co r e  f ocus  i s  on  consumer  d r i v en  hea l t hc ar e ,  t o

r el y  mo r e on t ha t  and  t o  a l l ow consumer s  t o  ac t ual l y  go i n

s ma l l  t e r r a i n  veh i c l es ,  wh i c h wi l l  be  al l owed t o  go  o f f  t he

r egu l a t o r y  r oad.  Thi s  i s  bas ed  upon r educ i ng  t h i r d  pa r t y

pay men t s ,  l es s  ea r l y  do l l a r  cov er age ,  and  t he c o r e  po l i c y

p r i nc i p l es  ar e  t ax  pa r i t y ,  ear l y  s av i ngs  t a r ge t s ,  and  mor e

der egu l a t i on r at he r  t han  g r eat e r  r egu l at i on .

How do  we get  t he r e?  I nc en t i ves  r a t he r  t han  mandat es,

mar k et  d r i v en  af f o r dabi l i t y ,  i f  we ’ r e  go i ng  t o  hav e  s ubs i d i es ,

l et ’ s  have  t hem ou t  i n b r oad  day l i gh t  and  be  mor e t r anspa r en t

and  I  t h i nk  we  s houl d  t a r ge t  t hem bec aus e  we  don ’ t  hav e,  we c an

onl y  do  so  muc h ha r m and  we  ought  t o  l i mi t  i t .

The r e a r e s ome  c l ear  t r adeo f f s  be t ween  r e l y i ng  upon

g r ea t e r  sa f et y  ne t  c a r e ,  wh i ch  has  s ome r educt i on i n demand f or

hea l t h  i ns u r ance  as  opposed  t o  some o f  t he o f f s e t t i ng  cos t s  o f

s ubs i d i z ed  cov er age i n t er ms  o f  ne t  we l f a r e  l os s es .  So  bo t h o f

t hos e have  t r adeo f f s  on  ei t her  end ,  as  we l l  as  pos i t i v e
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ups i des .  Bu t  t he  bas i c  i dea  i s  t o  mov e  t owa r d s ome  ev o l u t i ona r y

p r i nc i p l es  r a t he r  t han r ev o l ut i on  i n  o r de r  t o f i t  i n wi t h  ou r

b r oade r  po l i t i ca l  cu l t u r e.

So t ha t ’ s  t he  bas i c  r oadmap  wh i ch  wou l d s t ee r  c ons umer s

t owar d  mar k et  dr i v en  hea l t hc ar e ,  as  oppos ed  t o  goi ng a r ound i n

t he  c i r c l es  o f  t r adi t i onal  t ax  and  r egul a t o r y  s ubs i di es

bec aus e ,  as  my  hea l t hca r e po l i c y  gur u  wou l d  al ways  say ,

Lau r enc e  Pe t e r  Ber r a,  o t he r wi se  k nown as Yogi ,  i f  y ou  don’ t

k now whe r e  you ’ r e  go i ng  you  mi ght  no t  ge t  t her e .

Fi nanc i ng a l ways  s t a r t s  wi t h  t ax  pol i c y .  And  t he  c o r e

r ef o r ms  he r e a r e  t o mov e  t owar d  t ax  pa r i t y .  You  nev er  ge t  ex act

par i t y  but  you  c an  ge t  a  l o t  c l os e r  t o  i t .  I ’ m t al k i ng  about

mor e  ho r i z ont a l  equi t y .  No t  ve r t i c al  equ i t y  bec aus e  t he

hea l t hc a r e  el eva t o r  wi l l  a l way s  s t op  a t  d i f f er en t  f l oo r s .

The r e,  howeve r ,  i s  a  need f o r  a  b i na r y  op t i on,  not  t o  bl ow up

t he  emp l oy e r - bas ed  s y s t em.  So y ou  bas i ca l l y  hav e  a  cho i c e .  I f

emp l oy e r  p r ov i ded  cov er age  i s  ava i l ab l e t o y ou ,  you  c ont i nue  t o

t ak e  t he  t ax  exc l us i on unde r  t he t ax  c ode .  But  as  an

a l t e r na t i v e  e i t he r  f o r  f ol k s  who hav e  ac c es s  t o  t ha t  c ov e r age

o r  t hos e  who don ’ t  have  t ha t  c ove r age ,  a  t h i r t y  pe r cen t

i nd i v i dual  t ax  c r edi t  c oul d  be  app l i ed  agai ns t  t he  cos t  o f  y our

pur c has i ng  hea l t h  i ns ur anc e .  I t  woul d  be  a p r opo r t i ona l  t ax

c r ed i t  wi t hou t  a  f i x ed dol l a r  c ap  on  i t .  Tha t  t ax  c r ed i t  c an  be

used  t o  l ev er age  o t he r  r ef o r ms  wi t h a  bi t  o f  a  b i as  t owa r d

c at as t r oph i c  c ov e r age  and a l so  some o t he r  t ax  r e f o r ms  wou l d be
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i nv o l v i ng boos t i ng  s ome  i nd i v i dua l  s av i ngs v eh i c l es  t o  f i l l  i n

t he  ho l es  a r ound  t he  i ns ur ance  cov er age,  whe t he r  t hey ’ r e  MSA’ s ,

FSA’ s ,  HRA’ s ,  VC’ s  –  name  y our  l e t t er  i n  t he  al phabet .  The  i dea

i s  t o pu t  t hem on  a c ommon  p l a t f o r m and t r ea t  t hem t he  s ame t o

i nc ent i v i z e  s av i ngs f or  you r  l ong - t e r m heal t hc a r e.

Why  no t  r e f undab l e  f i xed  do l l a r s  t ax  c r ed i t s ? We l l  I

hav e  s ome c onc er ns  abou t  t he  i mpl i ca t i ons  o f  t ha t  f or  ov e r al l

t ax  po l i cy  and  we l f a r e pol i c y .  And  bes i des a t  t he t i me  I  was

wr i t i ng  t h i s  Mar k  Pau l ey  [ mi s spe l l ed?]  and  s ome o t he r s  had

a l r eady  p l oughed  t hat  f i e l d abou t  as  we l l  as  i t  c ou l d be  done .

So as Yogi  wou l d  s ay ,  i f  y ou  c an’ t  i mi t a t e t hem don ’ t  copy

t hem.

The  i ns u r ance  r e f o r m t i e  i ns ,  I  oper a t e i n a  b i t  o f  a

par a l l e l  un i v e r s e  i n  t h i s  r ega r d s o t hat  I  wou l d  no t  bend  t he

p r i me d i r ec t i v e o f  l i be r t a r i an i sm,  wh i ch  i s  don ’ t  j us t  do

s ome t h i ng s t and t her e  wh i l e  t he  mar k e t  and c i v i l  s oc i e t y  wor k s

t he i r  wonde r s .  So  i ns t ead y ou c an  k i nd  o f  t i e t h i s  add i t i ona l

t ax  cr ed i t ,  wi t hou t  d i s t ur b i ng  any body ’ s  pr i or  c ho i ces ,  t o

i ns u r anc e,  wh i ch  wou l d hav e  t he  op t i on  o f  p r eemp t ed  s t at e

mandat es ,  out  of  s t a t e r egu l at o r y  r ec i pr oc i t y  t r ea t men t .  I ’ l l

hav e  mor e on t ha t  at  t he  nex t  s l i de,  and  al s o s ome  gr eat e r

f l ex i b i l i t y  f o r  t he r i gh t  k i nd  of  vo l unt a r y  pu r c has i ng  poo l s .

Thos e v o l un t a r y  pu r c has i ng  poo l s  a r e  needed  t o  g i v e

peop l e  s omewher e  t o go i f  t hey  ar e  no t  go i ng  t o  an  emp l oy e r

s ponso r ed hea l t h  p l an  i n  a  mar k et  wh i c h may  no t  be  pu r e
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i nd i v i dual  i ns ur ance  bu t  wi l l  be ano t her  way  t o  k i nd o f  g r oup

peop l e  t oge t he r .  The  key  e l emen t  i n t her e  i s  t o  ge t  away  f r om

t he  bi as  o f  a l way s  c ommuni t y  r a t i ng t hes e  t y pe  o f  poo l s  up f r ont

but  i ns t ead  t o  a l l ow some f r on t  end r i sk  r a t i ng  f o r  t he f i r s t

c oup l e  o f  y ea r s  un t i l  t he dur a t i onal  ef f ec t  wea r s  of f ,  and t hen

p r ov i de  a l onger  t er m r i sk  r ede f i n i t i on p r o t ec t i on  f o r  t hose

who  s t ay  wi t h i n t hat  poo l .

You  can  go  at  t h i s  a  coupl e  of  way s i n  t e r ms  o f  ei t he r

l ong - t e r m c on t r ac t s  wi t h  ex i t  d i s i nc en t i v es  t o  k eep  peop l e  i n

t he  poo l .  Or  t he  a l t e r na t i v e  i s  t o ;  i f  y ou’ r e wi l l i ng  t o  s t ay

wi t h  t he  s ame  i ns u r e r ,  go i n  t he d i r ec t i on o f  k i nd  of  wha t  i s

c al l ed  i nc ent i ve  c ompat i bl e  gua r an t eed  r enewab i l i t y  p r ot ec t i on.

I t ’ s  k i nd o f  a  t wo - t i er ed i nsu r anc e p r emi um,  wh i ch  does a  l o t

o f  t ha t  pr o t ec t i on  agai ns t  r i s k  r ede f i ni t i on .

But  t he r e’ s  a  c l ea r  t r adeo f f  he r e .  I f  you  want  t o hav e

a  b r oad  shopp i ng  mar k et  you  can  go  f r om one  i ns u r e r  t o  ano t he r

eve r y  y ear .  I t ’ s  goi ng t o be  ha r de r  t o  p r ov i de  t ha t  t y pe  o f

l ong - t e r m p r o t ec t i on  aga i ns t  r i sk  r ede f i n i t i on  wi t hou t  a  l ot  of

c omp l ex i t y  and  s i de pay men t s .

Now I  ment i oned be f o r e t he  der egu l at o r y  c ompet i t i on ,

whi c h i s  s ome t i mes  c a l l ed c ompe t i t i v e  f eder a l i s m.  Er nest

Fl e t che r ,  t he  Cong r es sman f r om Ken t uc k y has  a b i l l  f r om abou t  a

y ea r  ago  on  c oope r at i ve  gov e r nanc e ,  wh i c h  i s n’ t  qu i t e  as

Dar wi n i an as  I  wou l d  l i k e,  but  i t ’ s  p r et t y  c l os e .  The  i dea  i s

t o hav e  Reagan  p r oduc t  r egu l at i on  a l l owed  t o  be  done  by  anot he r
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s t a t e f o r  c ons umer s  i n a  d i f f e r en t  s t a t e .  You woul d  k eep

c ons umer  i n  t he home  s t a t e  o f  t he  pe r s on  buy i ng  t he  i nsu r anc e .

Thi s  i s  t o  hav e i n  e f f ec t  ma r k e t  d r i v en c ompet i t i on  i n  s t a t e

r egu l a t i on  and  as  I  l i k e  t o  t h i nk  of  i t ,  a r ac e  t o  t he  mar ke t

t op  r a t her  t han a  di v e t o t he r en t  s eek i ng,  r egu l a t or y  bo t t om.

The r e a r e a  c oup l e  o f  ways  t o do t hi s ,  whet her  i t ’ s

t hr ough  a s t r a i gh t  l egi s l a t i ve  pr ov i s i on ,  wh i c h  has  s ome

pol i t i c a l  s i de  e f f ec t s  o r  t o  have  some  c ont r ac t ual  f i x es ,

p r i mar i l y  r el y i ng  on  cho i c e  of  l aw and  c hoi c e o f  f o r um c l aus es.

Now wha t  abou t  ev e r y one  el s e  who has n ’ t  bought  t he i r

hea l t h  i ns u r ance?  We l l ,  t h i s  i s  a  t i me  t o  i n  e f f ec t  de f end  and

bol s t e r  t he  heal t hca r e s af e t y  net .  Aga i n ,  t her e ’ s  a  t r adeo f f .

The r e’ s  a s l i ght  r educt i on  i n t he  demand  f o r  hea l t h  i nsu r anc e

i f  y ou  hav e  ac ces s  t o  s a f e t y  ne t  c ar e .  Bu t  i t ’ s  no t  t hat

t r emendous .  I t  t ends  t o  af f ec t  mo r e o f  t he o f f e r  r a t es  by

i ns u r e r s  and t he  t ak e  up  r a t es  by  t he  un i ns u r ed .  And aga i n

y ou ’ r e  bal anc i ng  t hi s  o f f  agai ns t  some  o f  t he we l f a r e  l os s

e f f ec t s  of  ov e r  s ubs i di z ed  i ns u r ance  c ov e r age i n  t e r ms  o f

r ai s i ng  t he  c ost s  of  hea l t h  i ns ur anc e  f o r  t he peop l e who  don ’ t

hav e  as  many r es ou r c es.

The  ot he r  t hi ng i s ,  when  y ou  l ook  at  t he  mar ke t  f o r

f r ee  c a r e and  some  wo r k  on  t hi s .  The r e’ s  a l ot  of  par a l l e l s

bet ween  cha r i t y  c a r e  and  wha t  i n e f f ec t  i s  a  means  t es t ed ,  h i gh

deduct i b l e  i ns ur ance  po l i c y .  Si nc e  I  l i k e  t hat  i n gene r a l  i t

s eems l i ke  l e t ’ s  hav e  mor e  o f  t he  same  t h r ough  t he  sa f et y  ne t
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i f  we c an’ t  ge t  t h r ough  i t  ano t he r  way .  So t ha t ’ s  k i nd  o f

mak i ng  a  v i r t ue ou t  o f  nec es s i t y .

Now we  need  t o  bo l s t e r  t he  s af e t y  ne t  and  I  say  pu t  i t

bot h  on  s t e r o i ds  and  al s o do  a  l i t t l e  su r ge r y  t o  p r une  t he

exc ess es  a r ound i t .

Len  men t i oned  t he  hi gh- r i s k  poo l s  and  t hey c er t a i n l y

c an  be  s t r eng t hened.  Tha t ’ s  pr i ma r i l y  a mat t er  o f  money.  Si nc e

I  wr ot e  t he  o r i g i nal  pr opos a l  t he  f eds  have  di v ed i n wi t h  a

l i t t l e  b i t  of  money,  about  a  hund r ed  mi l l i on  t h r ough t he  Tr ade

Adj us t ment  As s i s t anc e  Ac t .  The r e’ s  a  danger  of  a t t ach i ng  t oo

many  c ondi t i ons t o  i t  bu t  i n  gene r al  we need  t o  ge t  s ome

r ev enue  i n t o p l ay  on  t h i s .  Wha t ,  by  hav i ng t hos e  h i gh - r i s k

poo l s ,  y ou  al l ow t he  r es t  o f  t he p r i v a t e  hea l t h  i ns ur anc e

mar k et  t o ope r at e  mor e e f f i c i en t l y  and  do  what  i t  does  bes t

whi l e i n  e f f ec t  c a r v i ng  ou t  t he  s ubs i d i es  f o r  t hos e  who a r e t he

uni nsu r abl e .

The  ot he r  way  t o  c ut  and  bo l s t e r  t he  s af e t y  ne t  wi t h a

wi l d  c a r d i s  t o adop t  what  I  c a l l  c i t i zen  appr op r i a t i ons .  These

a r e  i n  e f f ec t  r ed i r ec t i ng y our  t ax  pay men t s  t h r ough  t ax  c r ed i t s

s o t ha t  you  c an s end  t hem t o ,  i n e f f ec t ,  pr ov i de r s  of

c ha r i t ab l e  hea l t hc ar e  f o r  t he uni nsu r ed.  I t  wou l d hav e  t o

ope r at e  t h r ough t h i r d  pa r t y  non - p r of i t  b r ok e r  s o  y ou c an

des i gna t e y ou r  own  des i gna t ed bene f i c i ar y .  But  t hi s  i s  s omewhat

o f  a  bo l s t e r ed ,  a  bi gge r  model  of  wha t ’ s  been done  i n  Ar i z ona

i n educ a t i on t hr ough  t u i t i on  t ax  c r ed i t s  t ha t  c an be done  i n
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e f f ec t  t hr ough  c ha r i t ab l e i ndi v i dual  c on t r i but i ons .

And  i n  e f f ec t  I ’ m say i ng  i t ’ s  a  pu t  up  o r  s hut  up.  I f

we c ar ed  t hat  muc h  abou t  t he  un i ns ur ed  and i t ’ s  no t  go i ng  t o

c os t  us  t ha t  muc h  as  t ax pay e r s  t o  r ed i r ec t  t he  f ede r a l

s pendi ng ,  l et ’ s  go  ahead  and  l e t  peop l e v ot e  wi t h t he i r  own t ax

pay men t s  t o  do  i t .  I f  i t  t u r ns  ou t  t hey don ’ t  want  t o  do  i t

t hen  I  s ugges t  t he  po l i t i c a l  demand f o r  t hi s  t y pe o f  s ubs i dy

may  no t  be  as  gr ea t  as  i t ’ s  as s umed.

We a l s o  need t o k i nd  of  i n  t he  sa f et y  ne t  r e t h i nk  a  b i t

abou t  MTALA.  I  don ’ t  hav e a  l o t  o f  t i me t o go t h r ough  t ha t  s o

I ’ l l  s k i p on.  Bu t  i t  al l ows  me  t o  at  l eas t  get  i n my t wo  b l i nd

f r om Yog i  on t he  nex t  s l i de ,  wh i c h  i s  about  emer gency  r oom

c ar e .  Nobody goes  t he r e  any mor e ,  i t ’ s  t oo  c r owded.  [ Laugh t er ]

Now Med i ca i d r ef o r ms ,  t he i dea  i s  t o  get  i n t o mor e

pat i en t  di r ec t ed  Med i ca i d.  I t  wi l l  be  a s l ow p r oces s.  I ’ v e

t al k ed  abou t  s ome  op t  ou t  wa i v e r s  or  v ouc he r s  as  a  way  t o  ge t

i n t ha t  di r ec t i on .  We ’ v e  s een s ome  ea r l y  s i gns  o f  t hi s  be i ng  a

pos i t i v e  way t o go  i n  t he mor e  l i mi t ed  a r ea  f o r  di s ab i l i t y  wi t h

t he  cas h  and c ounse l l i ng  wa i v e r  ex pe r i enc e.  And  i t  needs  t o  be

expanded  t o  o t he r  ar eas  of  Med i ca i d.  We wan t  i n  ef f ec t  a

p r i v at e  cr owd  i n  o f  t he  mar k et  f o r  hea l t hca r e ou t  o f  Med i c ai d

i nt o  t he  p r i v a t e  s ec t or  as  opposed  t o  t he  ex ac t  oppos i t e  way  i t

t ended  t o occ u r  i n  a  l o t  o f  t he  1990 ’ s .  And  i t  mi gh t  a l l ow t he

f l ex i b i l i t y  f o r  s ome  t y pes  o f  i nc ent i v es  t ha t  a r e not  al l owed

unde r  t he t r ad i t i ona l  Medi c a i d  cov er age t o i n e f f ec t  a l l ow t he
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l ow i nc ome  un i ns u r ed  who  ge t  t he a l t e r na t i v e  t o  Med i c a i d  t o

opt i mi z e  t hei r  c ov er age  and  sav e s ome  money  f o r  t he  l ong  t er m.

The  r ea l  i s sue  I  wan t  t o  ge t  wi t h  i s  why  t o  do  t hi s .

Wha t  a r e  t he pol i t i c s  o f  ac c es s  t o  c a r e and  t he  un i ns u r ed?  You

hav e  t o  r ec ogn i z e  t ha t  even  i f  t he r e ’ s  a  momen t a r y  su r pl us  a

c oup l e  o f  y ea r s  ago,  i t  wi l l  be  a  de f i c i t  i n  t he  f u t u r e and i t

i s  now.  The r e  ar e  r es ou r ce  c ons t r a i n t s ,  and  no t  on l y  t ha t  bu t

t ha t ’ s  a  bunc h  o f  do l l a r s  t hat  ar e  f l y i ng  e l sewher e .  The  money

f or  t he  un i ns u r ed  i s  l ong s i nc e  gone  away .  I  had  an  o r i g i nal

v er s i on  of  t h i s  wi t h  a danc i ng  deu t sc hmar k ,  whi c h  I  t ook ou t

f or ,  s i nce  Uwe  was n ’ t  he r e bu t  my one  a t t emp t  a t  compe t i t i v e

Power Po i nt  bu t  I  c ou l dn ’ t  ge t  i t  t o s p i n  ar ound .

Pub l i c  s ubs i d i es  a r e  t he  o t her  pa r t  o f  t h i s ,  no  ma t t e r

how muc h  money  y ou  t h r ow i n ,  i n  t e r ms  of  pub l i c  subs i d i es  t hey

don ’ t  c a t c h  up  wi t h t he  r i s i ng  cos t  o f  heal t hc a r e and  i n  f ac t

s ome  o f  t hose  pub l i c  subs i d i es  boost  t ha t  c ost  even  h i ghe r .

The r e a r e o l d  s t ud i es  o f  p r i ce  and  we l f a r e e f f ec t s  and

s ubs i d i es  f or  hea l t hc ar e  mer el y  t o  a  l owe r  bas e  bu t  y ou’ r e

t al k i ng  about  t wen t y  t o  t h i r t y  pe r cen t  i n  e f f ec t  be i ng  pu t  i n t o

t he  cos t  o f  t he c a r e  r a t he r  t han i t s  i mp r ov ed v a l ue  o r  t he

quan t i t y  av ai l ab l e .  And  i n  add i t i on,  i t ’ s  i mpo r t an t  t o  r emember

t ha t  as  t hose  cos t s  go up t he f ol k s  who get  hu r t  t he mos t  on

t he  mar g i ns  a r e t he l ow i nc ome  peopl e  who  c an’ t  af f or d  t o  pay

t he  hi ghes t  p r i c ed  c a r e  t ha t  y ou may  s et  i n  mo t i on  by  t h r owi ng

mor e  do l l a r s  a t  t he s ame  i s s ue .
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I n add i t i on ,  t hos e  mi dd l e c l as s  mi ni mums ,  wh i c h  we r e

done  on  t he  r egu l a t o r y  s i de ,  p r i c e  ou t  t he mar g i na l  l owe r

i nc ome  buy e r s .  I t  mak es  us  f ee l  good  i n t he  mi dd l e  c l ass .  We

don ’ t  have  t o  so r t  t h r ough  i nf e r i o r  and bet t er  hea l t hc ar e ,

hea l t h  i ns u r ance  but  i t ’ s  a  l o t  t oughe r  f or  f o l k s  who  don ’ t

hav e  many dol l ar s  t o  spend .

The  r es t  o f  t he po l i t i c s  –  y ou  know,  we a r e  s t i l l

s eek i ng  some c os t  con t a i nmen t  a l t e r na t i v es  i n t he pos t - managed

c ar e  wo r l d .  Si nc e  we ’ ve  r un  ou t  o f  r emed i es  on  t he  suppl y  s i de

f or  t he  momen t  I  am s ugges t i ng  l e t ’ s  t ak e  a  l ook  a t  t he

c ons umer  demand s i de .

We a l s o  hav e t o k i nd  of  i n  s et t i ng  t hose  pr i or i t i e s  f o r

wha t  we ’ r e  go i ng  t o do wi t h  ou t  l i mi t ed hea l t hc a r e  do l l a r ;  i t ’ s

t i me  f o r  a  bi t  o f  a t r i age .  We  need t o  f i r s t  dea l  wi t h  t he  most

u r gent  med i ca l  needs  and  t ha t  ends  up  be i ng  t he  f o l ks  who  hav e

a  s e r i ous c ond i t i on and  need  c a r e  r i gh t  away .

Sec ond  down  t he r oad  ar e  t he  c h r on i c a l l y  un i ns u r ed ,  bu t

wel l  be l ow t ha t  i n  e f f ec t  t he f ol k s  who wou l d j us t  l i k e s ome

dol l ar s  i n  or der  t o buy  some  heal t hc a r e –  a  l i mi t ed  bene f i t s

pol i cy  y ou  may  hav e s een  p r o f i l ed  i n  t he  Wa l l  St r ee t  J ou r nal

l as t  week.  Tha t  was my a l t e r na t i v e  p r opos al  f o r  un i ve r sa l

c ov e r age ,  whi c h i s  f i ve  do l l ar s  a  yea r  f o r  eve r y body;  t hey ’ r e

a t  a  t hous and  r i gh t  now.  Bu t  t hos e  don ’ t  r ea l l y  do  muc h

a l t hough  i f  y ou as k t he  f o l k s  who  ar e  l ow i ncome ,  t hey ’ d

p r obab l y  p r ef e r  t o  have  t he  bi r d i n t he hands i n  t he mor e
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c at as t r oph i c  c ov e r age  wi t hou t  ass e t s  t o p r o t ec t .

But  i n  a l l  of  t hes e t ypes o f  p r oposa l s  y ou hav e  t o  keep

i n mi nd  t ha t  t he r e  a r e l i mi t s  on t r y i ng t o do a  l o t  o f  good,

whi c h i s  i f  y ou c oer c e t ha t  compas s i on  t oo muc h  i n  a v ol un t a r y

mar k et  i t  s ho r t  c i r c u i t s  and  i n  e f f ec t  peop l e d r op  ou t  o f  t he

i ns u r anc e mar k et .

So wi l l  any  o f  t hese  pr opos a l s  go  any whe r e?  We l l ,  we’ l l

a t  l eas t  t r y  t hem ou t  wi t h  t wo  pa r t i ng  obse r va t i ons  f r om Yog i .

The  f i r s t  i s  we don’ t  k now whe t he r  t hey ’ l l  t ak e  i t  bu t  t hey

s hou l d  a t  l eas t  t ake  a c hanc e t o l ook  at  i t .  And  t hen  al s o  by

a i mi ng  l owe r  we mi gh t  h i t  mo r e  of  t he  t a r ge t .

Now i n  s ummar y  on  t e r ms  of  wha t  I ’ m p r opos i ng,  k ey  i s

t o s epa r at e  i ncome  r edi s t r i but i on  goa l s  f r om goa l s  of  i mp r ov ed

i ns u r anc e mar k et  e f f i c i enc y  and  be t t e r  v a l ue ,  t o  l eve r age

mar k et  bas ed r ef o r ms  t o  mak e  l i mi t ed  c ov e r age mor e  af f or dabl e ,

and  new compe t i t i on out  t he r e i n t he  f i e l d f or  bot h  empl oy er

s ponso r s  s o  t hat  t he  emp l oy ees  who  may  no t  wan t  wha t  t hey ’ r e

o f f e r i ng  c an go s omewher e e l se  wi t hou t  hav i ng,  pay i ng  a t ax

pena l t y ,  and c ompe t i t i on  f o r  s t at e  r egul a t o r s ,  no l onger  a

geog r aph i c a l  monopol y  i n  bad  s t at e  i ns ur anc e  r egul a t i on.  But

t he  po l i t i c al  r u l e  most  of  a l l  i s  you  s t r i k e  t he  c ost ,  y ou  j o i n

t he  poo r  bu t  f eed  t he  mi dd l e  c l as s  f i r s t .

So i n pa r t i ng ,  when wi l l  we  ac h i ev e t h i s  magni f i cen t

goa l  o f  un i ve r sa l  cov er age?  My  pr edi c t i on  woul d  be  [ Laugh t er ] .

Thank y ou.
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ED HOWARD:   Ok ay .  Tom,  y ou ’ v e g i v en us  a  l o t  t o  t h i nk

abou t .  And…

LEN NI CHOLS:   Can y ou mak e  a  p i g  up  t he r e?  I  t hi nk

t ha t ’ s  good .  Mak e  a b i g  pi g .

ED HOWARD:   I f  I  c an ,  Bob wi l l  bea r  wi t h  me ,  I  wonder

i f  I  c ou l d  ac t ua l l y  ask  Tom t o ,  t o  c i r c l e  back .  We  made y ou go

a t  abou t ,  y ou  know,  mac h  t wo  t o  ge t  t h r ough  t ha t  p r es ent a t i on .

The r e a r e a t  l eas t  a  coupl e  of  t h i ngs  t ha t  I  t h i nk  some o f  us

wou l d no t  mi nd  hav i ng  a  l i t t l e  c l a r i f i ca t i on  about .  So  i f  you

c ou l d do  i t  b r i e f l y .

One  of  t hem i s  r i s k  r ede f i n i t i on p r o t ec t i on .

TOM MI LLER:   Bas i ca l l y  when  y ou ’ r e  y oung  and  heal t hy

y ou  say  I  don ’ t  need  t ha t  much  of  a po l i c y .  I t  does n’ t  c os t  me

v er y  muc h.  Tha t ’ s  wha t  I  wan t  t o buy  r i gh t  now.  Howev e r ,

t he r e’ s  t he  unce r t ai n t y  t ha t  a t  s ome  poi n t  i n t he f ut u r e ,  i t

c ou l d be  near ,  i t  cou l d  be  f ar  i n  t he  f u t ur e ,  y our  hea l t h  wi l l

c hange .  Tha t ’ s  why  y ou wou l d  l i ke  t o  hav e  i t .  We l l ,  s ome t i mes

i t ’ s  done t hr ough  gua r an t eed  r enewab i l i t y .  The  o t he r  way  i s  t o

i n e f f ec t  hav e  a  s ec ond  el emen t  t o  y ou r  p r emi um,  wh i c h  s ay s y ou

a r e  buy i ng  t r ue i nsu r anc e p r ot ec t i on  aga i ns t  t he  unex pec t ed,

t he  unc e r t a i n  cas e  t hat  you r  heal t hc a r e c os t  wou l d  sudden l y  be

muc h  g r eat e r  t han  you  env i s i on  t oday .

ED HOWARD:   Ver y  good and  sec ond l y ,  MTALA.

TOM MI LLER:   Tha t ’ s  t he  emer gence .  No ,  I  was  go i ng  t o

s ay …
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ED HOWARD:   You don’ t  need  t o c ome  up  wi t h t he  wor ds

but  wha t  does  i t  mean?

TOM MI LLER:   Emer genc y  Medi c a l  Tr ea t men t  and  Ac t i ve

Labo r  Ac t .  I t ’ s  t he ac t  of  l abo r  t ha t  al way s  made me wonde r

wha t  t he  pass i ve  v er s i on  was .  I t  was  pas s ed  i n  t he  mi d - 1990 ’ s ,

I  gues s  t ha t  mus t  be  a t hi nk  t ank  pe r s on  wou l d  be pas s i v e

l abo r .  I t ’ s  i n  e f f ec t  a  mandat e  t hat  i f  y ou  pr es en t  y our s e l f  at

a  hosp i t al ,  j u s t  abou t  eve r y  hosp i t a l ,  i t ’ s  l a r gel y  t h r ough

Med i ca r e  do l l a r s ,  t ha t  t hey  r equi r ed  t o s cr een ,  s t abi l i z e ,  and

t r ea t  i f  i t ’ s  ex t r eme .  I t ’ s  gone a  l i t t l e  b i t  f a r  on t he

r egu l a t o r y  manda t e  and,  f r om what  t he  or i gi nal  goa l s  wer e .

ED HOWARD:   Ok ay ,  t hank  you .  Thank s f o r  t ha t

c l a r i f i c at i on .  I f  you  have  o t he r  ques t i ons we a r e goi ng t o  have

s ome ,  a  v i gor ous  and  gener ous Q and A ses s i on t i me  r es er v ed s o

we’ l l  ge t  bac k  t o  t ha t .

Let  me  t ur n  now t o  ou r  c omment a t o r  f o r  t oday .  Bob Hel ms

i s  a  r es i dent  sc ho l a r  and Di r ec t o r  o f  Hea l t h  Po l i c y  St ud i es  a t

t he  Amer i c an Ent e r pr i se  I ns t i t u t e .  He ’ s  wr i t t en  and  l ec t u r ed

ext ens i v el y  on  hea l t h  po l i c y  and hea l t h economi c s  and

pha r mac eut i ca l  ec onomi c  po l i c i es .  Fr om ’ 81 t o ’ 89 he was

Ass i s t an t  Sec r et a r y  For  Pl anni ng And  Eva l ua t i on  and  Depu t y

Ass i s t an t  Sec r et a r y  For  Hea l t h  Po l i c y  at  t he  Depar t men t  o f

Hea l t h  and  Human  Ser v i c es.  He hol ds  PhD i n economi c s  f r om UCLA

and  i n  Uwe  Rei nha r d t ’ s  absenc e;  he ’ s  v o l un t ee r ed  t o  of f er

c ommen t s  on  t he un i ns ur ed f r om bo t h h i s  and  Uwe  Rei nha r d t ’ s
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poi n t  o f  v i ew.  [ Laugh t e r ]  Ri gh t ?

BOB HELMS:   I  di d?

ED HOWARD:   Al l  r i gh t ,  Bob  t hanks  f o r  be i ng  wi t h  us .

BOB HELMS:   And t hank  y ou,  Ed.  I  am t he economi s t  t ha t

on t he  o r i g i na l  s c hedul e  was  s c hedul ed  t o  f o l l ow Tom Mi l l e r  and

p r ec ede  Uwe .  You  k now,  t ha t ’ s  no t  s ome t hi ng anybody  wou l d wi s h

t o happen.  Bu t  any way  l e t  me  j us t  s t a r t  out ,  as  you  a l l  k now,

I ’ m no  Uwe  Re i nha r dt  when  i t  c omes  t o  pub l i c  speak i ng .  Bu t  I

wi l l  t e l l  one  s t o r y  abou t  Uwe .  I t  was  back  i n abou t  t wen t y

y ea r s  ago i n t he  1970 ’ s .  He  came t o an  AEI  c on f e r ence .  I t

was n ’ t  one  of  my  c on f er enc es .  I t  had  t o do s ome t hi ng wi t h

economi c  po l i c y .  And  I  don ’ t  t h i nk  he  pa r t i c ul a r l y  wan t ed  t o  be

t he r e.  And  so  he  s ai d  he  wan t ed  t o  quo t e  t ha t  g r ea t  Amer i c an ,

Ben j ami n  Fr ank l i n  who  s a i d ,  “ A con f e r enc e  mi ss ed  i s  a  day

ear ned ” .  [ Laught e r ]  So a l l  o f  us  t ha t  at t end  a l l  t hes e

c on f er ences ,  I  t hough t  wou l d  appr ec i a t e t ha t .

Let  me  a l s o  s ay t hat  I ’ v e en j oy ed  se r v i ng  on  t he

adv i so r y  c ommi t t ee  f o r  t he  Cov e r i ng Amer i ca  pr o j ec t  t hes e ,  has

i t  been  t h r ee  yea r s  J ac k ? I  guess  i t  has  now.  And I ’ v e  l ea r ned

a  l o t  f r om a l ot  o f  s mar t  peop l e.  A l o t  abou t  t he det a i l s  of

t hi s  and  i t  was ev en  mor e c omp l i c a t ed  t han I  t hough t .  Al l  of

t hes e p r oposa l s ,  wha t  y ou’ v e  s een  t oday i s  t hr ee  ou t  o f

t hi r t een  t hat  hav e  been  dev e l oped  i n  t he  Cov er i ng Amer i c a

p r o j ec t .  And a l l  o f  t hes e a r e i nt ended  i n  one way o r  ano t her  t o

expand  c ov e r age t o  a  l a r ge r  pr opo r t i on  o f  Amer i c ans  t hat  a r e
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now wi t hou t  heal t h  i nsu r anc e .  And  t o  i l l u s t r at e  a r ange,  not

j us t  a  r ange o f  ph i l osophy ,  but  a r ange  o f  t oo l s  and  s o  on  t ha t

c an  be  used  t o  i nc r ease  t h i s  c ove r age .

But  t hey  a l so  i l l u s t r at e  a  r ange o f  ob j ec t i v es .  I n

o t he r  wo r ds ,  d i f f e r en t  peop l e wan t  t o  ge t  t o  d i f f e r en t  p l aces

wi t h  t h i s .

And  so  I  want  t o  r ai s e s ome  i s s ues  about ,  I  hope  i t ’ s

d i r ec t l y  r e l a t ed  t o t he  t h r ee p r es en t a t i ons  you ’ ve  hea r d ,  bu t  I

wan t  t o  r a i se  some  i s sues abou t  ob j ec t i v es  and  s or t  o f  whe r e  we

a r e  headed  wi t h t h i s .

The  wo r d  r oadmap  i s  as  y ou k now i n  t he  news  t hi s  week .

I t  s eems  t o  be  bo t h domest i c  and f or e i gn  po l i c y .  And I  am a

per s on  t ha t  l oves  maps.  I  t h i nk  t hey  g i v e  y ou a  pe r spect i v e

abou t  wher e  y ou a r e and  whe r e y ou  ar e  go i ng  and  so  on  and  t hey

c an  be  a  l o t  o f  f un t o wor k  wi t h.  Bu t  al l  o f  us  hav e t he

expe r i ence  you  k now when  y ou  have  a good  map  and  y ou k now whe r e

y ou ’ r e  t r y i ng  t o  go t ha t  y ou  have  t hes e t r adeo f f s .  I  mean  you

c an  t ak e  t he mos t  di r ec t  r ou t e ,  t he f as t es t  r ou t e,  t he  mos t

s cen i c  r ou t e o r  i n  a  ce r t a i n  s ens e  t he  most  ef f i c i ent  one .  And

we’ r e us ed  t o  mak i ng  t hese  t r adeo f f s .  And  I  t h i nk  i n a  s ense  we

hav e  a  k i nd  o f  s i mi l a r  p r ob l em wi t h heal t h i ns u r anc e.

But  my  c onc er n  he r e i s  t ha t  t he  po l i t i cs  of  hea l t hc ar e

I  t h i nk  i s  go i ng  t o p r ev en t  us  f r om ac hi ev i ng t he k i nd  o f

hea l t h  r ef o r m t ha t  I  t h i nk  wou l d be best  f o r  pa t i en t s  and  f o r

t he  coun t r y .  And  I ’ m gl ad t hat  Tom Mi l l e r  r emi nded  us  t ha t  t he
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obj ec t i v e i s  not  j us t  heal t h  i nsu r anc e ,  i t ’ s  t he  heal t h wel l -

bei ng o f  pa t i ent s  t ha t  we’ r e ,  and  t he  popul a t i on  t hat  we ’ r e

c onc er ned abou t .

Now l e t ’ s  l ook  a t  t he  ob j ec t i v es  o f  heal t h r ef o r m.  When

y ou  l ook  a t  t he po l i t i c a l  ac t i v i t y  a r ound  heal t h  r e f o r m i t ,  y ou

c an  c l as s i f y  i t  i n  s eve r al  d i f f er ent  way s .  I  s ee  a  l o t  o f

adv ocac y  f o r  c ov e r age  wi t h  t he  emphas i s  on t he  poo r ,  t he  s i c k ,

and  t hos e wi t hou t  hea l t h  i ns ur anc e .  Ou r  good  f r i end ,  Kar en

Dav i s  a l way s r emi nds  us  of  t hi s  ev er y  pr ogr am s he’ s  on .  We  s ee

a  l o t  o f  c onc e r ns  about  equ i t y  and  f a i r ness .  And  ev en  Uwe  has

r ai s ed  t hes e i ss ues i n t he  pas t  among  ot her s .  And y ou  wi l l

a l s o ,  es pec i a l l y  i n t he  Cong r es s,  see  a l ot  of  c onc er ns abou t

t he  cos t  and t he  f ede r a l  gov er nmen t  i n  f a i r nes s  t o  t ax pay e r s

and  ot he r  peop l e  who  ar e  ge t t i ng bene f i t s  f r om t he  f eder a l

budget .

Now al l  of  t hese  a r e ,  I  t h i nk  a r e  l eg i t i mat e  i s s ues .  My

ass ess ment  i s  t ha t  t he Cov e r i ng  Amer i c a p r o j ec t  has  p r ov i ded

Cong r es s  wi t h  t he  t oo l s  f o r  des i gn i ng  new heal t h  po l i c y .

Wha t ev e r  we  want  t o do t he r e  i s  a  l o t  of  good i n f o r ma t i on  t he r e

abou t  how t o do i t .  And  so  t he  po l i t i c s  o f  t hi s  i s  pr i ma r i l y

now I  t h i nk  an  i s s ue  of  commi t men t .  As  Len s ai d ,  we  s t ar t ed

t hi s  t h i ng  when t her e  was  a l o t  o f  s ur p l us es and  t ha t ’ s  no t  t he

c as e  now.  But  I  d i d hea r  a  Republ i can  po l l s t er  a  c oup l e o f

week s ago c ommen t  t ha t  i n a l l  o f  h i s  pol l i ng  and  f ocus  g r oup

wor k  and  s o  on ,  he  s aw t ha t  i ns t ead o f  t h i s  be i ng a  dy i ng
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i ss ue,  j us t  t he f ac t  t ha t  a l l  o f  t he  Democr a t s  a r e  go i ng  t o r un

on t r y i ng t o expand c ov e r age  i s  go i ng  t o  mean i t ’ s  go i ng  t o be

an i ss ue  i n  t he p r es i den t i a l  e l ec t i on .  Now I ’ m not  a pol i t i c a l

expe r t .  I ’ m j us t  t el l i ng  y ou  what  ot he r  peop l e  a r e  say i ng .

But  I  am an  ec onomi s t  and what  I  wan t  t o  r ea l l y  say  i s

I  t h i nk  t ha t  s ome t hi ng’ s  ge t t i ng l os t  i n  t h i s  deba t e.  I n  o t he r

wor ds,  I  want  t o  r emi nd  peop l e  i t  he l ps  t o k now whe r e  we ’ r e

goi ng i f  we ’ r e  go i ng  t o  us e  t h i s  r oadmap .  And t hat  concep t  i s

wha t  I  wou l d c al l  ec onomi c  e f f i c i enc y .  Now a l l  t he  ec onomi s t s

i n t he  r oom a r e g r oan i ng  bec aus e t hey  know whe r e  I ’ m goi ng  wi t h

t hi s .  And i t ’ s  under s t andab l e t ha t  t ha t ’ s  s o r t  o f  get t i ng  l os t

i n t he  deba t e  bec aus e  i t ’ s  har d  t o  de f i ne  i t  and  no t  even

economi s t s  can  ag r ee  on  j us t  what  i t  i s .  Bu t  I  do t hi nk  most

economi s t s  ar e  t r a i ned t o have  a bas i c  unde r s t andi ng o f  what ’ s

mean t  by  t he c onc ept  of  ec onomi c  e f f i c i ency .

And  I  mi gh t  add I  was  ex pec t i ng  Uwe  t o  be her e .  He ’ s

wr i t t en  a qui t e t hought f ul  a r t i c l e  about  t h i s ,  r ai s i ng  s ome

i ss ues  abou t  why  economi c  t heo r y  i s  no t  dec i s i v e  abou t  s o r t  o f

def i ni ng  ec onomi c  ef f i c i enc y .

But  aga i n I  woul d  ar gue  t ha t  I  t h i nk  we k now enough

abou t  how t o get  t he  ec onomi c  e f f i c i ency  t o  keep  i t  i n  mi nd as

a  c onc ep t  t ha t  we  shoul d  ac h i ev e her e .

So bas i c al l y  I  wou l d  de f i ne  i t  i n  a v e r y  c r ude  way  i s

s ay i ng  wha t  we  a r e  t r y i ng t o  do  i s  c r eat e  t he r i gh t  i ncen t i v es

f or  al l  t he  p l ay e r s  i n t he  mar k et  or  i f  y ou  don ’ t  wan t  t o  ca l l
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i t  hea l t hc a r e ,  a  mar k et .  Al l  t he p l ay e r s  t ha t  pa r t i c i pat e  i n

t hi s  ac t i v i t y  i n  any  way  y ou  want  t o  def i ne  i t .

And  I  woul d  b r eak  t hose  down  t o  c ons umer s .  We a r e

t r y i ng  t o c r ea t e  i nc ent i ves  f o r  c ons umer s  t o  s eek v al ue when

t hey  a r e  pu r c has i ng hea l t hc a r e .  Now t h i s  does no t  mean  t hey ’ r e

j us t  ou t  t her e  l ook i ng f or  t he  l owes t  cos t .  They ’ r e  l ook i ng

l i k e  t hey do i n ev er y  mar k e t ,  c ar s ,  TV s e t s ,  wha t ev er  or

per s ona l  s e r v i ces ,  y ou’ r e l ook i ng  f o r  va l ue .  The  t h i ngs,  t he

peop l e ,  t he  c ommod i t i es  and  so  on ,  t he  s e r v i ces  t ha t  y ou  wan t

and  t hos e t ha t  p r ov i de y ou  wi t h  v a l ue .  So  t hat ’ s  a  combi na t i on

o f  bot h  qua l i t y  and p r i c e.  And  i t  gi v es c ons umer s  s t r ong

i nc ent i v es  t o  seek  good  i n f o r ma t i on abou t  c hoi c es and  t he

abi l i t y  t o  mak e t hes e  c hoi c es i n t he  mar k et p l ac e .

Now t he  pr ov i der s ,  and her e  we ’ r e  t a l k i ng  abou t

phy s i c i ans ,  hosp i t al s ,  a l l  t he  compan i es  who  s uppl y  ma t e r i al s

t o t hi s  ma r ke t  and  s o  on  i nc l ud i ng  t he  s pec i al i z ed  f o r ms  o f

l abo r ,  nur s es  and  so  on .  He r e t he  i nc ent i ves  t o  shoul d  be  I

t hi nk  t o  f i r s t  o f  al l  s t r ong  i ncen t i v es  f or  t hos e p r ov i de r s  t o

r es pond  t o  consumer s  l i k e we  have  i n  mos t  o t he r  non - heal t h

mar k et s .  I ncen t i v es  t o c ompe t e  on  t he  bas i s  of  v al ue,  mean i ng

t he  qua l i t y  o f  med i c a l  c ar e  and  t he qual i t y  and  conven i enc e o f

t he  se r v i c e  p r ov i ded ,  and a l so  t he  i nc en t i v es  t o  do  r esea r ch ,  I

don ’ t  mean  pu r e r esea r c h  bu t  ma r k e t  r esea r c h  i n  some c as es

abou t  what ’ s  med i c al l y  e f f ec t i v e and  wha t ’ s  cos t  e f f ec t i v e .  And

o f  c ou r s e l et ’ s  don’ t  l eav e  ou t  i nsu r anc e  c ompan i es ,  t hes e  b i g
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t hi r d pa r t y  paye r s  and s o on  t hat  t hey  have  i nc ent i ves  t o

des i gn  e f f i c i ent  t ypes o f  i nsu r anc e and e f f i c i en t  r i s k  poo l s

and  so  on.

So i f  we  ge t  t he  i nc ent i ves  r i ght  we ’ r e goi ng t o  c r ea t e

mar k et s  mor e l i k e  t hose  t ha t  we  s ee i n  t he non - hea l t h  mar k et s

s o t ha t  consumer s  hav e l ot s  of  good c hoi c es  and  t he  s upp l i er s

a r e  f oc us i ng on p r oduc i ng what  consumer s  wan t  and t he

c ompet i t i on  p r ot ec t s  t he  c onsumer s  f r om monopo l y  p r i c i ng  and

y ou  hav e  s t r ong i ncen t i v es  f or  suppl i e r s  t o  us e  t he  i npu t s

e f f i c i en t l y  and s t r ong i nc en t i v es  f o r  t hose  peop l e  t o  do

r es ear c h .

But  I ’ m t he  f i r s t  t o  admi t  t ha t  heal t hca r e mar k e t s  ar e

d i f f er en t  f r om o t her  ma r ke t s .  The r e i s ,  I  l i ke  Len ’ s  t er m,  t he

c ol l ec t i ve  wi l l i ngnes s o f  peop l e t o p r ov i de  hea l t hc ar e  f o r

o t he r s .  I  do t hi nk  t her e ’ s  a  s t r ong des i r e on t he par t  o f  many

v ot e r s  t o p r o t ec t  t he  poor  and  t he  s i c k .  Th i s  was a  h i s t o r i c a l

r ol e  o f  t he  c hur c h  l ong  be f o r e  t he  gov er nmen t s  got  i nv ol v ed i n

t hi s  and  I  t h i nk  i t  i l l u s t r a t es  i t s  c o l l ec t i ve  wi l l i ngnes s .

The r e’ s  a l ar ge r o l e  f o r  i ns ur anc e  and  t h i r d  pa r t y  pay er s  t ha t ,

as  Tom Mi l l er  was  t a l k i ng abou t  and t h i s  of  cou r se  i s  a l a r ge

gov e r nment  r o l e wh i c h  i n t r oduc es a  l o t  o f  po l i t i ca l  i ncen t i v es

f or  po l i t i c i ans t hat  r un  c ount e r  t o ec onomi c  e f f i c i enc y.  And

t hen  y ou  have  a number  o f  d i f f e r en t  t y pes  o f  p r ov i der  ca r t el s

and  mar k et  power  t ha t  r a i s e  pr i ces  and  p r ev ent  t he  pr o t ec t i on

o f  mar k e t ,  f o r  ma r ke t  en t e r i ng  compe t i t i on.
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Now t he r e’ s  l i t t l e  c hanc e t hat  we ’ r e  goi ng t o e l i mi na t e

t he  po l i t i c s  f r om hea l t h  po l i c y .  But  k eep i ng  t he  ob j ec t i v e  o f

economi c  e f f i c i enc y i n mi nd  I  t hi nk  c oul d  he l p  ach i ev e  t hose

o t he r  ob j ec t i v es  o f  c ov e r age ,  equ i t y ,  and  f a i r ness .  And t o  do

t ha t  I  t hi nk  we have  t o  adop t  p l ans t hat  i nc r eas e c ho i ces  of

c ons umer s  t ha t  e l i mi nat e  s ome o f  t he  d i s t or t i ng  i n f l uenc es  o f

t ax  po l i cy .  I n  o t her  wo r ds ,  t he  way we  have  t he  t ax  ex c l us i on .

I  c oul d  t a l k  mor e  about  t ha t  bu t  t he r e ’ s  no t  t i me.  Tha t

i nc r eas e  r eal  ec onomi c  c ompe t i t i on  i n  t he  p r ov i der  ma r ke t s ,  and

t ha t  t ak e t he  r ewa r d  away f r om po l i t i c i ans who  wan t  t o  us e

hea l t hc a r e ,  qu i t e  f r ank l y ,  as  a  way t o  buy v ot es .  And ,  i n  ot her

wor ds,  r et u r n  t hes e dec i s i ons t o t he  c ompet i ng  p r i v at e  en t i t i es

r at her  t han  gove r nmen t  agenc i es .  I n my  v i ew gov e r nmen t

r egu l a t i on  i s  i nhe r en t l y  a r b i t r ar y  and  s ubj ec t  t o pol i t i c a l

i nf l uenc e.  And  i t  wi l l  nev er  r ea l l y ,  i t ’ s  al most  i mpos s i bl e  t o

p r omot e  t r ue economi c  e f f i c i enc y j us t  t h r ough gove r nment

r egu l a t i on .

So t he r e ’ s  no  supe r h i ghway  t o economi c  e f f i c i enc y but

hav i ng  a  be t t e r  i dea  about  whe r e we t h i nk  we  s houl d  be  go i ng  I

t hi nk  wi l l  mak e t he r oadmap  a l ot  mo r e  us ef u l .  Thanks .

ED HOWARD:   Al l  r i gh t .  Thank y ou Bob .  Le t ’ s ,  l e t ’ s  ge t

t o a  d i s cus s i on.

[ END TRANSCRI PT]


