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Analysis: Bush health plan impact unclear

By OLGA PIERCE
UPI Health Business Correspondent
WASHINGTON, Feb. 9 (UPI) -- President Bush's tax plan could either increase or decrease the number of uninsured Americans by as much as 10 million, experts said Friday, and much of the outcome will be determined by the proposal's impact on the individual insurance market. 

"It's a big question mark," Jeanne Lambrew, a senior fellow at the Center for American Progress, said at a panel discussion hosted by the Brookings Institution. 

New policy "is always a question of winners and losers," she told United Press International, and the proposal will likely "change not just the number, but who is uninsured." 

Bush's proposal, unveiled in his the State of the Union Address, would eliminate tax-free treatment for employer health benefits but offer a standard tax deduction of $7,500 for individuals and $15,000 for families. 

Proponents of the plan say it would be fairer than the current system, which favors people lucky enough to have access to employer-sponsored health insurance, and make insurance affordable for as many as $5 million uninsured Americans. 

That would "level the playing field" between employer-sponsored insurance plans and those purchased on the individual market, said Kate Baicker, a member of the President's Council of Economic Advisers. 

The tax deduction, which would be granted to anyone who purchases health insurance -- no matter how bare bones it is -- will also remove the current incentive to buy comprehensive coverage with almost no out-of-pocket costs, she said. That kind of comprehensive coverage shields consumers from the true cost of healthcare, encouraging wasteful spending and driving up costs for everyone. 

The Bush plan would let consumers decide what kind of coverage is best for them, she said. 

Most healthcare experts agree that it does not make sense to favor employer-based coverage, but opinions are mixed over whether the individual market is ready to cope with an influx of new customers. 

Under the current tax system, individuals whose employers do not offer them insurance must buy their coverage as individuals. Prices in that market are always much higher than what employers pay for health insurance, and individuals with chronic or serious illnesses often find that no company is willing to sell them insurance at any price. 

Each state is free to regulate its own individual insurance market, and consumer protections vary widely. 

"Health insurance is a classic example of ... market failure," said Len Burman, director of the Tax Policy Center at the Urban Institute. 

Letting the private market provide the bulk of healthcare coverage is "fraught with risks," he said, and could be the demise of health insurance altogether. 

If the individual market rises to the challenge, the president's proposal could result in several million fewer uninsured people, Robert Reischauer, president of the Urban Institute, told UPI. On the other hand, it could cause employers to stop offering coverage and throw millions of currently insured people into an individual market that offers many people shoddy or non-existent alternatives. 

And no one knows which is more likely to occur, he said. 

A third possibility, he added, is that -- encouraged by the new tax structure -- the bulk of people will purchase bare-bones coverage and find themselves underinsured. 

But supporters of the plan say it is an important step to helping more people afford private insurance. 

Employers are dropping their healthcare coverage at an accelerating rate anyway, said Baicker of the president's Council of Economic Advisers. Helping people find individual market alternatives will help people survive that fundamental shift. 

Doing something is also better than doing nothing, and the Bush proposal could be a good opportunity to focus on solutions to the individual market's problems, said Mark McClellan, former head of the Centers for Medicare & Medicaid Services, now a fellow at the American Enterprise Institute. 

"If the subsidies are there, more attention will be paid to making (healthcare) markets look better," McClellan told UPI. 

Besides, he said, critics have failed to produce a better plan. 

"It is not sufficient to criticize the president's plan on an issue that's so urgent."

© Copyright 2007 United Press International, Inc. All Rights Reserved.
United Press International, UPI, the UPI logo, and other trademarks and service marks, are registered or unregistered trademarks of United Press International, Inc. in the United States and in other countries.

