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A CATASTROPHIC HEALTH INSURANCE PLAN - ADDRESSING THE REAL PROBLEM 

WITHOUT SADDLING OUR HEALTH. SYSTEM WITH .A HOST OF EXPENSIVE, SELF-

DESTRUCTIVE GOOD INTBNTIONS,CARE OF .WASHINGTON, D.C. 

GENERAL AND SPECIFICS 

WHATEVER THE SPECIFICS OF COMPETITION PLANS, EVERYONE SEEMS 

AGREED ON SEVERAL BASIC PRINCIPLES INCLUDING: 

1. INDIVIDUALS MUST BE GIVEN A CHOICE OF QUALIFIED 

HEALTH CARE PLANS, WITH REWARDS FOR COST-EFFECTIVE SHOPPING. 

2. T!lERE SH'JUL!l 'lE. �r�n�m�I�F�J�~�?�L�E� '\!\I) FlkED SUBSIDIES 

FOR SUCH PLANS, WHETHER FROM AN EMPLOYER, �M�E�D�I�C�A�R�E �, �O�~� MEDICAID 

OR UNDER THE TAX LAWS AND PERSONS WHO CHOOSE MORE COSTLY COVERAGE 

SHOULD HAVE TO PAY THE EXTRA COSTS THEMSELVES. 

· THESE CONCEPTS HAVE ENLISTED. THE SUPPORT OF SOME POWERFUL 

ADV-OCATES: EVERYONE FROM.JIM JONES AND PHIL GRAMM IN THE HOUSE, . 

TO MY COLLEAGUES DAVEDURENBURGER AND ORRIN HATCH, TO SECRETARY 

SCHWEIKER, .DAVE .STOCKMAN .AT OMB AND THE WHITE HOUSE ITSELF. 
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SO WHY HASN'T ALL THIS GOOD WILL BEEN TRANSLATED 

INTO A COMPETITION BILL? 

IN THE END, HEALTH POLICY IS ESTABLISHED IN THE 

POLITICAL ARENA AND THE. MOST. INTERESTING FACT TO ME 

ABOUT THE PRO-COMPETITION BILLS THUS FAR :IS THAT THEIR 

PRIMARY SUPPORT COMES .FROM GOVERNMENT LEADERS AND · 

ACADEMIC CIRCLES. PROVIDERS, INSURERS, ·sucH "AS YOUR:-. 

SELVES, EMPLOYERS,UNIONS AND CONSUMER GROUPS HAVE ALL 
., ' ' 

· EXPRESSED VARYING DEGREES OF OPPOSITION OR SKEPTICISM. 

GOVERNMENT SUPPORTERS .SEEM .ATTRACTED. TO THE . 

IDEA. BECAUSE_ OF THE PROMISE OF COST CONTAINMENT IN PUBLIC 

PROGRAMS. 

THAT'S NOT AN UNATTRACTIVE OPTION, I ASSURE YOU. 

: - . 
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FROM THE ACADEMIC PERSPECTIVE ~~ THE FREE MARKET ECONOMISTS 
-- THESE PROPOSALS OFFER THE OPPORTUNITY TO SUBSTITUTE THE DIS-
CIPLINES OF THE MARKET , FOR GOVERNMENT RATIONING·: IT"S DIFFICULT 
TO DISPUTE THE ARGUMENT THAT A COMPETITIVE MARKET IS A MORE EFFI-
CIENT ALLOCATOR OF RESOURCES, BUT WHETHER OTHER SOCIAL GOALS ARE 
ACHIEVED IS ANOTHER MATTER. THESE ECONOMISTS BELIEVE THE COM-
PETITIVE MODEL CAN FREE UP RESOURCES NOW WASTED ON INEFFICIENT 
AND COSTLY GOVERNMENTAL REGULATORY SCHEMES AND MAKE THEM AVAIL-
ABLE FOR THE PRODUCTION AND DlSTRIBUTION .OF HIGH QUALITY .. COST-
EFFECTIVE HEALTH SERVICES. THE THEORY SHOULD BE PUT .Te PRACTICAL 
APPLICATION, THEY ARGUE - PARTICULARLY SINCE THE PRESENT SYSTEM 
IS A DOCUMENTED FAILURE. 

. . . . ON THE OTHER SIDE .. WE FIND MOST OF THE HEALTH CARE INDUSTRY .. 
INSURANCE COMPANIES~· BUSINESS AND LABOR~· AND BENEFICIARY GROUPS·. 

. . . . . . MOST PROVIDERS I 'VE TALKED WITH ARE AMBIVALENT, ON THE ONE HAND .. 
THEY ARE UNDERSTANDABLY ATTRACTED BY THE PROMISE OF LESS GOVERN-
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MENT INTERFERENCE AND CONTROL IN THE DELIVERY OF HEALTH CARE, 
ON THE OTHER HANDJ THEY ARE APPREHENSIVE ABOUT THE LIMITS ON GOVERN-
MENT FINANCIAL SUPPORT) ABOUT THE FUTURE OF PRIVATE MEDICAL PRAC-
TICE) ABOUT SUPPORT FOR MEDICAL EDUCATION .. AND ABOUT THEIR OWN 

ABILITY TO RAISE THE CAPITAL NECESSARY FOR SUCCESSFUL COMPETITION, 
SO FAR THE ADVOCATES OF COMPETITION HAVE NOT BEEN ABLE TO DISPELL 
THESE FEARS COMPLETELY, 

BUSINESS rs PHILOSOPHICALLY IN TUNE WITH THESE PROPOSALS. 
BUT IT OBJECTS TO STATUTORY INTRUSIONS INTO EMPLOYMENT FRINGE 
BENEFITS, LABOR UNIONS HAVE VIEWED HEALTH INSURANCE' BENEFITS AS 
AN IMPORTANT BARGAINING ISSUE WHICH HAS GIVEN THEIR MEMBERS SIGNI~ 
FICIANT NON-TAXABLE .. BENEFITS. AND BOTH BUSINESS AND LABOR OPERATE 
INSURANCE PLANS WHICH COULD BE ,JEOPARDIZED BY SOME ASPECTS OF THE 
COMPETITION BILLS, 
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FINALLY, THE BENEFICIARY GROUPS THEMSELVES ARE ALARMED 
BY WHAT THEY PERCEIVE AS THE END TO THE ENTITLEMENT FEATURES OF 

. . . . MEDICARE AND MEDICAID. THEY HAVE YET TO BE CONVINCED TMAT SUFFI-
CIENT MEW RESOURCES WILL BE CREATED THROUGH A MORE EFFICIENT 
DELIVERY SYSTEM AND CURTAILMENT OF GOVERNMENT REGULATION. THEY · 
HAVE YET TO BE PERSUADED THAT THEIR OWN ACCESS WILL BE SAFEGUARDED. 
THEY FEAR ELIGIBILITY CUT-BACKS, BENEFIT LIMITS, AND INCREASED 
COST-SHARING. 

AT FIRST BLUSH IT APPEARS THAT THE COMPETITION PROPOSALS 
HAVE NO CHANCE OF ACCEPTANCE. I DISAGREE.WHILE NO SINGLE BILL 
AS INTRODUCED WILL PASS UNCHANGED INTO THE STATUTE BOOKS, SOME 

. . 

PR~LIMINARY STEPS ARE POSSIBLE. A LOT OF ATTENTION I~ BEi.NG GIV~N 
TO EXPANDING EXPERIMENTS NOW IN PROGRESS WITH MEDICARE BENEFI-
CIARIES AND HMOs. CASHING OUT THE VALUE OF THE MEDICARE BENEFIT 
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WHATEVER DIFFERENCES WE MAY HAVE. MOST OF ALL~ I LOOK FORWARD 

TO A TIME WHEN COMPETITION EXISTS EVERYWHERE EXCEPT BETWEEN THE 

BOARDROOM AND THE COMMITTEE ROOM. 

. , ' . 
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