CHAPTER FOUR

IMPROVING HEALTH CARE COVERAGE

1. Policy Recommendation: Repeal the Affordable
Care Act and allow personal choice in health care

The Affordable Care Act (ACA), or Obamacare, became law
in 2010 in a strongly partisan process, with no votes from the
minority party in Congress. A majority of the American public has
never supported the law and, in recurring polls, most people say
they would like to see all or parts of it repealed.

The promises made by the proponents of the law have not been
realized. The Affordable Care Act has not provided universal
health insurance coverage or “Health Care for All,” as activists
said. Sixty percent of people without insurance in 2010 remain
uninsured. Hundreds of thousands of people were barred from
keeping their existing health insurance, and were forced to give
up coverage they liked and buy more expensive insurance instead.
The law has not improved the quality of health care for people in
the United States. Costs have not decreased and general access to
health care has not improved.

Elected officials should repeal the unpopular ACA and replace it
with patient-centered health care reform. In that way patients, not
government officials, would control their health care dollars and
people would make their own health care decisions.

Access to Health Savings Accounts

Policymakers should promote access to health savings accounts
and affordable high-deductable insurance policies. The health
insurance industry should be deregulated to promote normal
competition and to allow companies to sell plans that people want
— not plans that bureaucrats believe people need.
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Restrictive mandates should be eliminated and people should
be allowed to buy plans that fit their specific needs. This would
increase competition in the insurance industry, reduce prices and
create more flexibility and choices for consumers.

Allow more choice and lower prices

The federal individual and employer mandates should be
eliminated. With more choices and lower prices, more people would
purchase affordable health insurance for themselves and their
families. Mandates would be unnecessary.

Half of the newly insured people covered because of the ACA
were simply enrolled by state officials into the expanded Medicaid
program. Medicaid was originally a safety-net government
insurance plan for the poor, not a plan for able-bodied working
adults. The current entitlement program is not financially
sustainable.

Welfare entitlements were successfully reformed in the 1990s,
making this core social safety-net program financially stable. The
Medicaid program should undergo the same type of reform and
return to providing basic health insurance for those who cannot
afford coverage in the competitive market.

Reduce insurance mandates

Instead of the insurance mandates of community rating and
guaranteed issue in the ACA, risk pools should be expanded for
high-need and high-cost patients. Overall, policymakers should
allow citizens to buy coverage for themselves and their families in a
healthy, functioning health care market, while providing safety-net
coverage for those who need it.
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2. Policy Recommendation: End government-operated
health insurance exchanges

Along with the expansion of Medicaid, the ACA created taxpayer
subsidies given to people purchasing health insurance in state
and federal exchanges, which are meant to function as insurance
brokerages. People earning up to 400 percent of the federal poverty
level, or $97,000 a year for a family of four, can receive the subsidy
payments.

The exchanges have been plagued by technical problems,
and have seen a higher percentage of sick people enroll than
government officials expected. This has caused the cost of insurance
premiums to skyrocket in the exchanges. State and federal officials
have been consistently wrong about how many people would use
the exchanges and how much coverage would cost.

Buying insurance without financial penalty

At the same time private, online-insurance exchanges have
proven to be much more efficient. However, consumers are
punished if they use a private online exchange, because the rules of
the ACA deny families the taxpayer subsidy they would otherwise
receive.

If people truly need subsidies to purchase health insurance, tax
credits or a voucher system would be less costly and more effective
than the state exchange subsidies. The government should not create
a cumbersome insurance brokerage that competes with the private
market. Instead, public policy should work with the market, by
allowing people to buy coverage privately without financial penalty.
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3. Policy Recommendation: Make coverage more
affordable by reducing the number of state mandates

Benefit and provider mandates in health insurance plans reduce
access and drive up the cost of health insurance. Each state,
through either statute or regulatory action, controls the number
and type of mandates required in plans sold in that state. Not
all mandates are equal, however. Some mandates add less than
one percent to the overall cost of the plan, while others, such as
requiring mental health coverage, can add 10 percent to the cost of
coverage. On average, each mandate adds 0.5 to 2.5 percent to the
overall price of the insurance plan and many states impose dozens
of mandates.

Adding cost to family health insurance

The total number of mandates has persistently increased each
year and now stands at over 2,000 for the nation and 58 for the
state of Washington. Estimates vary, but state-imposed mandates
add a minimum of 15 percent to 20 percent to the cost of buying
family health insurance.!

Every state requires mammography screening and maternity
care. Breast reconstruction, mental health coverage and alcohol or
substance abuse coverage round out the top five mandates and are
required in 49, 48 and 46 states respectively.

Imposing mandates people do not need

The problem of course is that not everyone wants or needs
these mandated services. The question is, why should the cost of
mandated services be imposed on everyone through force of law?
Why should an unmarried male be required to pay for maternity

1 “The Cost of Health Insurance Mandates in Washington,” by Victoria Craig
Bunce and J.P. Wieske, Legislative Memo, Washington Policy Center, February
8, 2005, at http://www.washingtonpolicy.org/publications/detail/the-cost-of-
health-insurance-mandates-in-washington.
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care in his health insurance plan? Through mandates the law forces
health care consumers to buy coverage they do not want and will
never use, which increases the overall cost of health insurance.

Mandates restrict patient choices

The Affordable Care Act makes the mandate problem worse.
The law requires that everyone who buys a health insurance plan
must pay for many of the same state-level mandates that are
driving health care costs up. Consumers are already experiencing
increased premium prices, as health insurance companies build in
the costs of these added federal mandates.

Mandates restrict patient choices in health insurance plans, force
people to buy coverage they don’t want or need and, as a result,
reduce access and drive up the cost of health care for everyone.
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4. Policy Recommendation: Reduce costs by enacting
commonsense tort reform

Unlike other western countries, the United States has a very
active legal system and hospitals, doctors and other health care
providers must constantly manage the impending threat of costly
medical lawsuits.

In many states, commonsense tort reform, that is, a reasonable
limit placed on the cost of a medical lawsuit, has helped hold costs
down and provided a stable physician pool, while still allowing
injured patients to have their day in court.

A meaningful cap on damages

A meaningful legal cap on non-economic damages is the most
effective element of successful lawsuit reform legislation (injured
patients would still receive full payment for all measurable
financial losses). To a lesser extent, a statute of limitations on
lawsuits and pre-trial screening are often effective in reducing the
cost of specific medical malpractice lawsuits.

To control the rise in medical lawsuit costs, Washington state
would need to amend its constitution. This would require a
supermajority of legislative votes in both houses, a strong coalition
of supporters, and broad support from voters.

In Washington state, lawmakers can most effectively reduce
the cost of health care lawsuits, slow the rise in overall health
care costs and increase patient access to high-quality affordable
care by adopting reasonable limits on the non-economic costs of
malpractice awards.

A better health care environment

Meaningful and reasonable caps on non-economic jury awards
would encourage more doctors to stay in practice in Washington,
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would promote greater expertise in key medical specialties,

like delivering healthy babies and treating severe neurological
injuries, and would make the state a more attractive place to
practice medicine. A better health care policy environment would
encourage University of Washington Medical School graduates and
doctors from other states to open their practices in Washington.
This reform would improve the affordability and quality of health
care for all Washington residents.
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5. Policy Recommendation: Encourage innovation in
health services and consumer-directed health care

Allowed to function on their own, creative people in a free
market have the ability to develop innovative solutions to the
ongoing problems of funding and access in health care that would
not work in a rigid government program setting. Policymakers
should encourage more of these creative activities, letting private
innovators in the market explore what works and what doesn’t, and
to pass the benefits on to health care consumers.

Innovations such as direct-primary care, convenient walk-in
clinics, second opinions through the internet, telemedicine and
diagnostic apps for smart phones have already demonstrated what
the competitive free-market can offer in improving health care
quality.

Government officials should encourage these innovations and
should repeal stifling regulatory burdens, such as the competition-
reducing Certificate of Need process, that punish bold thinking in
creating new health services.
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6. Policy Recommendation: Enact meaningful
Medicare reform

There is wide agreement that the federal Medicare program is
not financially sustainable in its present form. The program’s costs
are rising, the number of workers paying monthly taxes into the
program is proportionately decreasing, and the number of elderly
recipients is about to dramatically increase as more members of the
baby-boom generation reach age 65.

We now have an entire generation of people that has grown
up with Medicare, has paid into it their whole working lives and
now expect full medical services in return. We also have people
in younger generations who understand the bankrupt nature of the
program and do not believe Medicare will still exist when they
reach age 65.

A fair and workable solution

A fair and workable solution to the Medicare problem
must account for the reasonable expectations of both of these
generations, as well as provide reliable health coverage for future
generations. As a country, we have an obligation to seniors already
enrolled in the program and to those approaching retirement age.

A simple first step to Medicare reform would be gradually to
raise the age of eligibility. When the program started in 1965, the
average life expectancy in the U.S. was 67 years for men and 74
years for women. Average life expectancy now is 76 years for men
and 81 years for women, straining an entitlement program that was
not designed to provide health services to people for so long late in
life.

Allow people to opt out

Much of the strain could be taken off Medicare by reviving the
private insurance market for the elderly by allowing people to opt
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out of Medicare voluntarily and allowing those seniors to purchase
health savings accounts (HSAs) and high-deductible health plans.
Low-income seniors could use vouchers or other type of premium
support that would enable them to buy their own health insurance
in the private market.

Physicians should be allowed to receive direct payments from
Medicare patients or insurance companies, which by law, they
cannot do now unless they leave the Medicare program entirely.
That would allow wealthier patients to put more money into the
system, reducing the political pressure on Congress to find more
tax money to increase physician payments.

Building a health insurance nest egg

Future generations should be allowed to continue the individual
health insurance they want to keep into retirement. Not
surprisingly, younger people as a group are healthier than older
people, so as the younger generation saves, their health insurance
nest egg could build over their working lives until they need it in
later years.

This is the same strategy that millions of people use today to
prepare for retirement. The federal government informs people
that they cannot rely only on Social Security to support them after
age 67, and that all working people need to plan for the expected
living expenses they will incur later on. The same should be true of
Medicare regarding future health care costs.
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7. Policy Recommendation: Reform and modernize
the Medicaid entitlement program

The most important first step to reforming the federal
Medicaid program is to redesign it so it no longer functions as an
unsustainable, open-ended entitlement. Welfare reform in the late
1990s was successful because it placed a reasonable limit on how
long able-bodied people could expect to receive taxpayer support.
Similarly, to increase personal responsibility, Medicaid recipients
should have a co-pay requirement based on income and ability to

pay.

Where applicable, able-bodied Medicaid enrollees should have
a work requirement. Like welfare, Medicaid should be viewed not
as a permanent lifestyle, but as a transition program to help low-
income families achieve self-confidence, economic independence
and full self-sufficiency.

Rewarding a healthy lifestyle

It is condescending to believe poor families cannot manage their
own health care as well as anyone else. Allowing them to control
their own health care dollars through subsidized health savings
accounts (HSAs) or premium support vouchers would financially
reward enrollees for leading a healthy lifestyle and making smart
personal choices. It would also show respect for low-income
families, allowing them to be treated equally with others in the
community.

Local control of the management and financing of entitlement
programs works best. States, rather than the federal government,
should be placed in charge of administering Medicaid. Block
grants and waivers from the federal government would allow
states to experiment with program designs that work best for their
residents and to budget for Medicaid spending more efficiently.
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Maintain the social safety net

The income requirement for receiving subsidized benefits
should be returned to 133 percent of the federal poverty level.
Medicaid is intended to be a social safety-net for people who need
it, not a transfer payment to middle-income people to make them
dependent on a government program.

Additional Resources

“Why Washington’s restrictive medical services certificate of
need law should be repealed,” by Dr. Roger Stark, Policy Notes,
February, 2016.

“Medicare and Medicaid at fifty,” by Dr. Roger Stark, Policy
Notes, September, 2015.

“Almost half of insurance exchanges are fighting for survival,” by
S.T. Karnick, The Heartland Institute, May, 2015.

“Health care reform: Lowering costs by putting patients in charge,”
by Dr. Roger Stark, Policy Brief, July, 2015.

“The Impact of the Affordable Care Act in Washington state, by Dr.
Roger Stark, Policy Brief, January, 2014.

“The Patient-Centered Solution: Our health care crisis, how it
happened, and how we can fix it,” book by Dr. Roger Stark,
January, 2012.
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