Op-Ed: A Thumbnail of the Complexities of Obama vs. McCain Healthcare

What’s At Stake

With the crises in our credit markets and price of energy dominating the conversation at the political and kitchen tables, you may find it alarming and depressing that a third looming catastrophe with implications for all of us looms on the horizon. This, of course, is the status of American healthcare, and Senators Obama and McCain offer significantly different healthcare solutions.

To focus and narrow this discussion, we should ask how their respective proposals would affect our ability to have health insurance?  Will their plans affect our ability to choose our own physicians?  Will they affect how much we pay for our coverage?

According to the Commonwealth Fund, a private, independent foundation that supports research into health-care issues, over 80% of Americans think our healthcare “system” needs overhauling.

McCain wants to allow the private marketplace to make the healthcare system more efficient.  He authored an article published a few weeks ago in the American Academy of Actuaries.  In his own words, McCain wrote, “Opening up the health insurance market to more vigorous nationwide competition, as we have done over the last decade with banking, would provide more choices of innovative products less burdened by the worst excesses of state-based regulation.” Some would say this was rather unfortunate timing for that proposal.

McCain wants to control costs by having individuals shop for inexpensive coverage in the private marketplace.  He would allow states to use Medicaid funds to permit families who are typically healthier to purchase private insurance. The Commonwealth report cautions that this could divide Medicaid recipients into healthy and less healthy groups. 

Obama wants to build on the current system by providing more public insurance plans and to provide subsidies for those who cannot afford them or who are currently uninsured.  Obama focuses on the existing employer-based insurance system, which currently insures 60 per cent of Americans under the age of 65. Obama would require an expansion of employers providing employee coverage.

Obama would require all employers except those running very small businesses to either provide coverage or contribute to the covering the cost. His plan would also expand eligibility for Medicaid/SCHIP (State Children's Health Insurance Program).  Obama would raise income eligibility levels for both Medicaid and SCHIP, allowing more people to join.  Obama has made covering all Americans the eventual goal of his healthcare proposal, stating in the second presidential debate that he sees healthcare as a right of all Americans.  McCain stated in that same forum that healthcare is a responsibility of citizens to obtain.

A core element of McCain's health care plan is to eliminate the current tax exemption of employer health insurance contributions, converting it to taxable income. That is, if your employer provided $10,000 worth of insurance coverage, your taxable income would increase by $10,000.  In exchange, as he stated in the third presidential debate, McCain proposes refundable tax credits of $2,500 for individuals and $5,000 for families.   This is to offset the cost of purchasing insurance in the non-group private market.  But a real problem is that health insurance costs a bit over $12000 per year for a family, and it would need to be an individual policy, not group, so that pre-existing exclusions and ratings would still be permitted and thus make premiums and co-pays even more expensive.

In the debates and on his website, McCain has also said he would remove barriers to purchasing insurance in other states.  On the surface, this would seem to be harnessing the market place for competition, but there are real concerns that this proposal might eventually lead to erosions in consumer protections since health plans may migrate to states with the least protection for consumers to lower their cost of doing business.

Obama supports a health insurance exchange, where small businesses can purchase a health plan with significant tax credits, and insurers would not be permitted to deny coverage due to preexisting conditions or by higher ratings that would make insurance unaffordable.  Republicans have called this exchange another government bureaucracy, but Democrats view it as a clearinghouse to allow purchasers to compare costs and benefits of various plans so the public can make informed selections.  Despite what McCain claimed in the third presidential debate, Obama has not called for a single-payer system government run system like Canada’s or the socialized systems in Europe.

It is estimated in 10 years, without reform, approximately 67 million people may be without health insurance, compared to the 46 million that are uninsured today. Under Obama's plan, an estimated 34 million of those 67 million uninsured would receive coverage; under McCain’s plan, only about 2 million would receive coverage.

Moreover, under McCain's plan, 14 million adults would face either denials of coverage or pre-existing condition waivers in today's individual health insurance market. If all employers dropped coverage, theoretically over 65 million adults would face the same fate, according to Kenneth E. Thorpe, PhD, professor of health policy and management at Emory University's Rollins School of Public Health, who has authored two analyses that detail estimated savings from both the McCain and Obama proposed plans.

Regardless of the candidates’ proposals, it is likely that the huge federal deficit and financial meltdown may limit what either candidate will actually be able to accomplish until those fiscal issues have resolved and revenues have improved.  Indeed Senator McCain recently proposed that he will cut $1.3 trillion out of Medicare to help deal with the financial mess and keep his healthcare proposal “budget neutral”.  In my estimation, that would destroy Medicare, leaving care of the elderly to the HMOs, so-called Medicare Advantage.  Doctors are dropping out of traditional Medicare under the current funding constraints.  Further cuts to Medicare will cause more to drop, restricting the physician choices even further.  It is critical that voters understand the principles of the healthcare reforms that these candidates have offered and to contemplate the implications for themselves and their families.  
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