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need to encourage insurance markets in which health 
plans specialize in various conditions - especially 
chronic illness. Plans should compete to see who can 
better solve the needs of the people with the most severe 
health problems. 

Example: In the Medicare Advantage program the 
federal government uses a highly sophisticated payment 
system that pays higher premiums for sicker, costlier en­
rollees . As a result , patients with health problems are just 
as attractive as healthy people to insurers. In fact, some 
health plans speciali ze in insurance for people with mul­
tiple health problems. 

VII. Free the Uninsured 
One reason why there are so many uninsured in Amer­

ica is that we encourage people to be uninsured . 
Problem: Most uninsured people do not have the op­

portunity to obtain tax-subsidized employer-provided 
health insurance. As a result, if they buy insurance on 
their own they must do so with aftertax dollars . In this 
way, the tax law discourages private insurance. 

Problem: If the uninsured need medical care and can't 
pay their bills, they receive free care - an amount equal to 
about $1,500 per uninsured person per year - or $6,000 
for a family of four. Since these funds can generally not 
be used to purchase private insurance, free care programs 
around the country encourage people to be uninsured. 

Solu tion: Insure the Uninsured. We can use money al­
ready in the system to give people who would otherwise 
rely on the free care safety net a tax subsidy to purchase 
private health insurance instead . 

VIII. Free the Kids 
Many in Congress want to push children into a State 

Children's Health Insurance Plan (S-CHIP), paid for by 
taxpayers. Both the children and the taxpayers would be 
better off if kids were enrolled in their paren t's private 
health insurance plans instead . 

Problem: Studies show that every time government 
spends an extra $1 on S-CHIP, private insurance contracts 
by 60 cents. Either families drop their private insurance 
in order to take advantage of free government-provided 
health insurance or employers drop coverage and pay 
higher cash wages instead - knowing that free health 
insurance is an option for their employees. Because of a 
very high crowd-out rate, S-CHIP expansion is very costly 
to taxpayers and produces small social benefits. To make 
matters worse, children are leaVing private plans where 
they have access to a broad array of doctors and facilit ies 
to enroll in public plans where their access is often no bet­
ter than the access of the uninsured or Medicaid enrollees. 

Solution: Private Insurance for Children. Instead of 
encouraging people to drop private coverage for a public 
plan , we should reverse the incentives: use S-CI-lIP mon­
ey to encourage parents to enroll their children in their 
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employer's plan or another plan of the parents' chOOSing. 

IX. Free the Parents 
Under the current system, a child could be enrolled in 

S-CHIP, a mother could be enrolled in 
Medicaid and a father could be enrolled in an employ­

er's plan. Medical outcomes are likely to be better for all 
three if they are in the same health plan . 

Problem: As in the case of S-CHIP, Medicaid has a very 
high crowd-out rate. Public dollars substitute for private 
dollars. And access to care inevitably diminishes when 
people make the transition . 

Solution: Private Insurance for Low-Income Families. 
If we truly wan t universa l access to health care, low-and 
modera te-inCOllle fami lies Blust be able to see the same 
doctors and enter the same fa cilities as other citizens. 
That will never happen unless they participate in the 
same health insurance plans as other citizens. Instead of 
cordoning people off in a plan that underpays providers 
and rations care by waiting, we should use Medicaid and 
S-CHIP funds to subsidize private health insurance for all 
who want it. 

X. Free the Grandparents 
More than 40 years ago our country decided to seg­

regate seniors into a separate health insurance system 
called Medicare. In the beginning Medicare copied the 
standard Blue Cross plan of the day. With the passage 
of time, however, Medicare lagged behind the improve­
lnents in other insurance products. 

Problem: The basic Medicare package (Parts A &: B) 
is disti nctly inferior to the kind of insurance most other 
Americans have. (It is even inferior to coverage for poor 
families under Medicaid.) For example, seniors are ex­
posed to far more out-of-pocket risk and they do not 
have coverage for preventive care. Shockingly, the basic 
Medicare package will pay for the amputation of dia­
betic's leg, but it will not pay for drugs that would have 
Blade the amputation unnecessary. 

Problem: To fill the gaps in their basic coverage, most 
seniors obtain Medigap coverage - which means that 
111USt pay two premiums to two plans. Even then, seniors 
usually do not have the coverage for drugs that most 
nonseniors have. So they must pay a third premium to a 
third plan (Medicare Part D) to get the same total cover­
age other people obtain by paying a single premium to 
a Single plan. Paying three premiums to three plans is 
wasteful. Studies show that if the first two premiums 
were paid to a single, comprehensive health plan, the 
third premium seniors are paying would be unnecessary. 

Problem: Even with co mprehensive coverage, Medi­
care is still the least modern of all the health insurance 
plans. Medicare is the least likely to pay for telephone 
or e-mail consultations or fo r health care services ob­
tained outside of the country. It also refuses to pay for 
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convenient ca re in walk-in clinics in drugstores and 
shopping malls, although even Medicaid is beginning 
to pay for these services for low-income families in 
some states. 

Example: The Medicare Advantage program has been 
a highly successful innovation. For only a modest pre­
mium (in addition to the Part B premium) and in some 
cases for no additional premium, seniors are able to en­
roll in comprehensive health plans similar to the health 
insurance most nonseniors have. Compared to tradHion-
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al Medicare, these seniors get about $825 of additional 
benefi ts per year. 

Solution: Access to the Full Insurance Marketplace. 
Seniors who are happy with their current arrangement 
should be allowed to stay there. But millions of seniors 
could have more care and better care for less money if 
we expanded the range of options. Other citizens have 
access to PPO plans, Health Savings Account plans and 
other hybrids. Seniors need these same options as well. 

Thank you for considering these comments .• 
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