A Quarterly
Message
on Liberty

Fall 2010
Volume 8
Number4

The Real Impact of the
NCW Cd n P eI_JaW

MICHAEL D. TANNER

peaker Pelosi once told us that we would have to
pass the law in order to find out what was in it. It
has now passed, so we can now go back and find
outalittle bitaboutwhat’sin it.

The main bill, the so-called Senate bill, was 2,409 pages
long, about 477,920 words, or about $1.2 million per
word. We also had the reconciliation package, which
added 153 pages and 34,000 words. As a result of all that
work, here is the new American health care system. There
are about 99 new boards and commissions and agencies
that are established under the health care bill, but that’s
not all of it. A Congressional Research Service report
found that it is impossible to estimate how many boards,
commissions, and agencies will be created, because in
many places they’re authorized to create more agencies
and commissions and boards: a sort of infinitely expand-

ing federal bureaucracy.
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he driving force behind the
I health care debate was uni-
versal coverage. There are,
according to the official numbers,
50 million Americans without
health insurance. As the president
said repeatedly, we have to get every
American health insurance. If that’s
the standard by which to judge this
law, then we have to question how
successful it really is.

If you look at the number of in-
sured under this law by the time you
get to 2019, you haven’t achieved
universal coverage. You certainly
have increased the number of peo-
ple with insurance, and you’ve re-
duced the number of people with-
out insurance, and that’s a good
thing. But you have not gotten uni-
versal coverage—in fact, you still
have 23 million people without
health insurance in 2019 after this
bill passes. And that number is not
going down. If you look at the trend
line, it’s going to continue to rise

((The more we’ve
looked into this, the
more it looks like
you’re not going to
be able to keep the
health insurance

you have today. 99

slowly beyond 2019, so that the 23
million who are still uninsured in
2019 become the floor of Ameri-
cans without health insurance.
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Another big point in the de-
bates over the bill was “Can you
keep your health insurance?” If
you have a health insurance plan
today and you like it, can you keep
it? It’s hard to remember a speech
in which the president didn’t come
out and say, “If you have health in-
surance today and you like it, you
can keep it.” Unfortunately, the
more we've looked into this, the
more it looks like you’re not going
to be able to keep the health insur-
ance you have today.

For example, the individual and
employer mandates are not just a
question of being required to have
insurance. That insurance must
meet the government’s require-
ments. There’s a certain logic to
this. If I go out and buy a policy
with a million-dollar deductible
that costs $1.99 at Walmart, it
probably isn’t going to meet the re-
quirements for the mandate. In
fact, the bill spells out, at enormous

length, what qualifies as in-
surance. It can’t have de-
ductibles of over a certain
amount, it can’t have co-pay-
ments for this service and
that service, it has to provide
certain benefits like mental
health coverage and drugand
alcohol rehabilitation and
prescription drugs (which is
one reason prescription drug
companies love this bill so
much), it can’t have lifetime
caps and annual caps, and all
sorts of things.

Alot of people are going to have
policies today that don’t meet those
requirements—particularly a lot of



business-provided policies. A
memo that came out of HHS
about a month ago indicated
that as many as two-thirds of
businesses will have to change
their current insurance policy
in order to meet the require-
ments, even if that new policy
is more expensive or has bene-
fits the employees don’t want.

People who don’t get their
insurance at work, who have
individual plans, are treated much
better by the law than by the earlier
drafts. The earlier drafts said that
you’d have to switch if you had a
plan today that didn’t meet the re-
quirements. This bill grandfathers
people in. However, it also says that
if you make any material change in
your policy, then you have to switch
over and meet the full set of govern-
ment requirements. That means if
you change benefits or deductibles
or anything like that, you’re going
to have to switch.

How much is all this going to
cost? I could just say, “A lot,” and
go home, but we need to walk
through it in a bit more depth. We
do know it won’t reduce total
health care spending. This should-
n’t come as a surprise. If you’re
going to give more things to more
people, it’s probably not going to
cost less. The Centers for Medicare
and Medicaid Services projects that
over 10 years we’re going to spend
about $250 billion dollars more as
aresult of this bill than if Congress
hadn’t passed it.

There was a time when we had
just gotten the CBO report and
Harry Reid and others almost dis-
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located their shoulders patting
themselves on the back because
they had brought the cost down to
$950 billion over 10 years. I remem-
ber when $950 billion was a lot of
money. Now it’s a rounding error
in the latest bailout. But let’s start
with the idea that this is going to
cost $950 billion. There are a few
problems. There are costs for hir-
ing new bureaucrats and IRS
agents, setting up state exchanges,
and all sorts of things to put the
bill in place. The Congressional
Budget Office estimates that over
10 years that will cost about $105
billion, which is not included in
that $950 billion cost.

Then, of course, there’s the noto-
rious “doc fix.” In estimating that
$950 billion, the CBO assumed, be-
cause the bill said it would, that
next year Congress would simply re-
duce Medicare spending by 21 per-
cent by reducing the reimburse-
ment rates to physicians and other
providers. In fairness, current law
said that those cuts were supposed
to go into place. Those cuts have
been supposed to go into place
since 2002. Every year Congress,
not being particularly suicidal,
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postponed them. But CBO had to
play by the rules given, and so it as-
sumed those cuts would actually
take place. At the same time that
Congress was out there celebrating
how these cuts were going to take
place, they introduced an entire
separate bill repealing the cuts. And
then they said, “Hey, wait a
minute—that’s a whole separate bill!
That cost is not
part of this bill. We

don’t have to

'))

count that!” Imag-
ine how much easi-
er your household
budget would be if
your mortgage was
a whole separate
bill and you didn’t
have to count it.
Congress did what
they always do
and postponed
the cuts to next
January. Without
the 21 percent
cuts, the cost of
the bill is about
$330 billion high-
er through 2020.
Finally, we have
to consider the
fact that CBO has to play within
the four corners of the rules they’re
given, one of which is a 10-year
budget score. So, when they scored
this bill, they went from 2010 to
2019. But the bill doesn’t actually
spend any money until 2014. So,
what we’re getting is a 10-year score
of $950 billion for six years of
spending. What happens after
2019?It’s not as if it we’re going to
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stop spending money at that point.
What happens if you take that bill
and add in the $105 billion in im-
plementation costs and the $330
billion for the doc fix and, instead
of starting in 2014, you take it out
for 10 years from the start of the ac-
tual bill? Start in 2014 and go until
2023, instead of 2019. The actual
cost through 10 years of imple-
mentation is not
$950 billion. It’s
$2.7 trillion.
There are al-
most $600 billion
of Medicare cutsin
this bill. During
the debate, the De-
mocrats repeatedly
said they were not
cutting Medicare,
and Republicans
constantly beat up
on them for cut-
ting  Medicare.
Here’s the simple
fact: yes, the law
cuts Medicare. And
thank God it does.
The  program’s
$100 trillion in
debt. It was pure
demagoguery for
Republicans to say, “Oh my God,
we should never cut the Medicare
program.” Of course we should. It
was equally dishonest for the De-
mocrats to pretend that they were
doing anything to fix the $100 tril-
lion debt. They
Medicare and spent the money

simply cut

somewhere else, which doesn’t do
any good at all. But the whole idea
that we should never cut Medicare



was disingenuous.

What about insurance pre-
miums? According to the
Congressional Budget Office,
if we had not passed this
health care law insurance pre-
miums were going to double
over the next six years. Think
about that. Whatever you’re
paying now, it was going to
double over the next six years
if we did not pass this law. As a
result of passing this law, in-
surance premiums are going
to ... double in the next six years. It
didn’t change a thing. If you buy
health insurance on your own,
your premiums will go up 13 per-
cent faster than if we had done
nothingatall.

What does ObamaCare do to
the size of government, overall?
Right now federal government
spends about 28 percent of GDP—
more than one out of every four
dollars produced in the United
States. Without the health care bill,
it will reach about 40 percent of
GDP by the middle of the century.
Under ObamaCare, the govern-
ment will take over 80 percent of
GDP by the end of the century.
Throw in state and local spending
and government will consume
every penny produced in the Unit-
ed States. Obviously, that’s not sus-
tainable. It’s worth considering
thatit’s not just a question how to
pay for the bill but also of the size
of government.

One of the things that was
missed in the health care debate
was what ObamaCare was really
about. The real question comes
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down to the basic question of poli-
tics: who decides? Who ultimately
gets to make decisions about your
life, about whether you’re going to
buy insurance or what kind of in-
surance you’re going to buy, what
benefits it’s going to have, what
doctor you’re going to see, what
treatment that doctor’s going to
prescribe for you, what hospital
you’re going to go to, and how
you’re going to pay for it? Are they
going to be made by you, or do you
cede the right to make those deci-
sions to some expert who knows
so much better about your life
than you do? That’s what politics
is all about. Whatever the issue
might be, it comes down to
whether you make decisions about
how you save for your retirement,
what charities you want to sup-
port, where you want to send your
kids to school, and who you want
to marry. It’s all about who de-
cides. That was the question we
should’ve been asking a lot more
in the health care debate. Then
we’d know a lot more about what’s

in the bill.
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What prompted you to write your book
Downsizing the Federal Government and

then expand itinto Cato’s new website,
www.downsizinggovernment.org?

The nation is headed for a financial and eco-
nomic disaster unless we cut federal spending,
The Downsizing Government project informs
policymakers and citizens about specific federal
programs and agencies that ought to be termi-
nated. It provides essays, charts, and a detailed
list of budget cuts for each federal department.

Policymakers and pundits often say that the
government spends too much, but they don’t
put much effort into identifying programs to
cut. On downsizinggovernment.org, we've done
the heavy lifting. We have found hundreds of
federal programs that damage the economy,
abuse individual liberties, or would be better
carried out by state governments and the pri-
vate sector. We target those spending activities
that are counter to the limited purposes of the
federal government under the Constitution.

It’s true that politicians don’t like to cut
spending. But downsizinggovernment.org pro-
vides concerned citizens and voters the informa-
tion they need to start demanding reductions to
the most wasteful federal activities. Tea Party
members and many other Americans under-
stand that $1 trillion deficits will lead us to ruin,
and they are eager to hear solutions on how to
reform the governmentand shrink its size.

What are the prospects for federal budget
reforms and spending cuts?

Iam optimistic—the federal budget will be over-
hauled and many programs will be terminated
in the years ahead. Official projections show that
without reforms, federal, state, and local govern-
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CHRIS EDWARDS is the director of tax policy studies and a top expert on

federal and state tax and budget issues. Before joining Cato in 2001, Edwards
was senior economist on the congressional Joint Economic Comimittee exam-
ining tax, budget, and entrepreneurship issues. Edwards’s articles have ap-
peared in the Washington Post, the Wall Street Journal, the Los Ange-
les Times, Investor’s Business Daily, and other newspapers. He is the
author of Downsizing the Federal Government, now available as a free
download from www.cato.org, and co-author of Global Tax Revolution.

ments in the United States will consume more
than half of the entire economy within a few
decades as so-called entitlement programs ex-
plode in size. But Americans will never agree to
anywhere near the levels of taxes needed to sup-
portsuch spending, and financial markets could
not sustain such spending by deficit finance.

There will be giant battles over taxing and
spending in coming decades, but ultimately
the federal government will be radically over-
hauled. Other countries, such as Canada and
New Zealand, cut the size of their federal gov-
ernments, and there is no reason why we can’t
do the same.

What can we expect from downsizinggovern-
ment.org in the future?

We have completed website sections for seven
federal departments. Next up are the Depart-
ments of Defense and Labor. We regularly up-
date data to provide a resource for citizens and
reporters to find out how much we pay for farm
subsidies, housing subsidies, and other spending
activities. We will be adding more videos describ-
ing spending cuts for each federal department.

Budget analyst Tad DeHaven blogs daily on
the site. He ties the latest federal budget news
to enduring lessons about government failure.
The website also explores reform themes, such
as fiscal federalism, that are applicable to every
federal department.

Politicians often seek to expand spending
programs based on their lofty visions of gov-
ernment effectiveness. But the essays on down-
sizinggovernment.org put aside the “bedtime
stories” about how programs are supposed to
work, and instead focus on how they actually
work in the real world.



equests are a powerful and simple way
B of remembering Cato and other fa-

vorite charities. Making a bequest is
simple: you need only insert a straightforward
clause into your will that says you give Cato

I aspecific amount of cash or specific

assets. For example, “I give $100,000 to

the Cato Institute”; or

m all or part of the residue of your es-

tate. Residue merely refers to what is

“left over” after payment of expenses

and gifts of specific sums. For example,

your will might say, “I give the residue

of my estate to the Cato Institute.” Or

it could say, “I give 25 percent (or some

other percentage) of the residue of my

estate to the Cato Institute.”

In addition to providing vital support to
Cato, a properly structured bequest benefits
your estate in the form of an estate tax chari-
table deduction. One caveat: since estate
taxes are not imposed on all estates due to a
variety of limitations and exclusions, your
lawyer can advise as to whether an estate tax
charitable deduction would be helpful for
you. You should also be aware that we are liv-
ing through a brief anomaly, namely the
one-year repeal (2010 only) of the estate tax.
However the estate tax is scheduled to come
back with a vengeance in 2011 and, although
there are calls for reform or repeal of this

“death tax,” most pundits predict that the

estate tax will be around in some form for
years to come.

So, going forward, bequests will continue
to provide a lifeline for Cato and other chari-
ties, as well as shielding many estates from
the imposition of estate taxes.

You may be thinking that you would like
to be more precise about how Cato should
use your bequest. Our examples so far have
assumed that that your bequest will simply
make a gift to “Cato,” allowing us to decide
how best to put your funds to work. Be as-
sured that we welcome your input and direc-
tions. For example, you might prefer to spec-
ify that your bequest be used to support the
work of a particular Cato Center or pro-
gram.

These are exciting times at Cato as we
begin our $50 million capital campaign.
That campaign will position Cato for the fu-
ture—or, as we like to say, “Liberate the Fu-
ture.” With your support, we can continue to
stem the tide of statism. Your support need
not be limited to current contributions. We
welcome bequests as well as bequests desig-
nated for our capital campaign.

For more information about bequests or
other planned gifts, please contact Cato’s di-
rector of planned giving, Gayllis Ward at
(202) 218-4631 or gward@cato.org.
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The Right to Earn a Living: Economic Freedom
and the Law

By Timothy Sandefur

For many people, owning a business is the American dream, but at-
taining that dream has grown increasingly difficult due to laws and
regulations that interfere with an individual’s right to earn a living.
Timothy Sandefur charts the history of this fundamental right and
its prospects for the future.

HARDBACK: $25.95 « E-BOOK. $14

Bad Medicine: A Guide to the Real Costs and
Consequences of the New Health Care Law

By Michael D. Tanner

For better or worse, President Obama’s health care reform bill is now
law and its length and complexity has led to massive confusion about
its likely impact. This incisive report provides an authoritative expla-
nation of the law’s provisions, showing that it is likely to make Ameri-
cans less healthy, while placing huge burdens on our economy.

BUY A COPY FOR $10 OR READ IT FREE ONLINE AT CAT0.ORG/STORE.

Avarilable at bookstores nationwide, online at www.cato.org, or by calling toll-free (800) 767-1241.

Cato Institute, 1000 Massachusetts Avenue, N.W., Washington, DC 20001 e www.cato.org
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