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Putting the Breaks on Health Care Costs:

Would the Candidates’ Plans Work? Are There Better Solutions?

June 3, 2008

The Alliance for Health Reform and the Robert Wood Johnson Foundation held a briefing for journalists at the National Press Club to review the cost containment proposals in the presidential candidates’ health care plans, and assess how effective they might be.  Three leading health economists offered their opinions: Paul Ginsburg, president of the Center for Studying Health System Change; Uwe Reinhardt, the James Madison professor of political economy at Princeton University; and Mark McClellan, director of the Engelberg Center for Health Care Reform and senior fellow in Health Policy at the Brookings Institution.  


Ed Howard of the Alliance began by welcoming journalists to the briefing.  Mr.Howard then gave a brief overview of each candidate’s health care plan and how plans overlap and diverge.  For the three candidates there are two main approaches: Sen. McCain’s plan is built around market forces, trying to make private insurance more affordable by offering refundable tax credits to help pay insurance costs, and encouraging individuals to buy their own coverage by leveling the playing field between employer sponsored insurance (ESI) and non-group coverage; Sens. Clinton and Obama put much more emphasis on broadening the number of Americans with coverage.  They would keep most people in employer-sponsored coverage, offer a public coverage option (i.e. Medicare) to those who want it, and set up a nationwide device similar to the Massachusetts Connector to help people obtain coverage. This briefing would cover only the proposals from the campaigns and not legislative proposals, Mr. Howard added.

Uwe Reinhardt offered his perspective that the nation's high health care costs are more tied to U.S. economic policy than the campaign health care proposals acknowledge. "U.S. policy is consciously geared to keeping the demand side splintered and weakened," he said, and this will not be changed "by tinkering at the margins with pay-for-performance." Dr. Reinhardt stated that the supply side of health care in the U.S. is largely controlled by a finite number of large stakeholders who are not necessarily thinking about consumers’ best interests. Demand for care rises with few restraints, and as a result, prices go steadily upward. Dr. Reinhardt noted the disparities in the price for procedures in various parts of the country. For example, that the total cost of all services involved in an appendectomy ranged from $800 to $13,000. The difference, he said, was in the quantity of the services involved in the procedure (i.e. X-rays, lab tests, and doctors' visits), not the actual cost of the procedures. Dr. Reinhardt also addressed the need for transparency in all aspects of health care, stating that just as there is a call for evidenced-based practice (EBP) in medicine, there should be EBP in health care administration.
Mark McClellan offered his perspective on the three candidates’ proposals.  Dr. McClellan agreed with Dr. Reinhardt agreed that Sen. McCain's plan stood out from those of Sens. Clinton and Obama in that the McCain proposal would mean a more radical departure from the current way most people get coverage. Dr. McClellan remarked that Sen. McCain’s health care proposal was the most practical of the three in regard to the cost of fixing health care. "This is the first time I can remember a Republican candidate not proposing anything new as far as subsidies," he said. Dr. McClellan advised reporters to ask the candidates three questions about their health care proposals: how they propose to pay for their plans, how will they implement the plans, and how will entitlements be handled (i.e. Medicare and Medicaid).  He noted that rolling back the Bush tax cuts, which is a key part of Sen. Clinton’s plan, would not be particularly helpful as most of the tax cuts are scheduled to expire in 2010.

Paul Ginsburg, arriving fresh from testifying before the Senate finance committee on health care costs, added his impression of the McCain proposal. Dr. Ginsburg explained that Sen. McCain’s proposal would change tax treatment of employer-provided health insurance, thus nudging individuals to buy their own insurance. This could help constrain costs, he said. In response to a reporter’s question of whether any of these health care campaign promises will be kept, Dr. Ginsburg stated most of the proposals are policy rhetoric. He said that he would like to see health care changes by next president but he expressed his doubts that this would be a top priority, citing other pressing issues facing the next administration including the war in Iraq, the economy and the energy crisis. 
An interesting question and answer sessions followed.  
