
The Sessions-Cassidy Health Plan  |  1

www.independent.org

THE SESSIONS-CASSIDY 
HEALTH PLAN

By John C. Goodman

BRIEFING

The remarkable, bicameral Sessions-Cassidy 
Health Plan (H.R. 5284/S. 2985) was introduced 
in Congress in late May 2016, by Representative 
Pete Sessions (R-TX), who, as Chairman of the 
Rules Committee, is thought to be the second 
most powerful member of the House of Represen-
tatives, and by Senator Bill Cassidy, M.D. (R-LA), 
who probably knows more about healthcare policy 
than anyone else in the Senate.

These two gentlemen call their proposal, “The 
World’s Greatest Healthcare Plan.”1 Given what 
they are attempting to do, that appellation may not 
be unreasonably boastful. Of twelve bold ideas in 
the legislation, fully half have never appeared in any 
previous bill or in any previous proposal—Repub-
lican or Democrat—and the bill is based on my In-
dependent Institute books, A Better Choice: Health-
care Solutions for America2 and Priceless: Curing the 
Healthcare Crisis.3 Here are the goals of the bill:

• Based on a thorough review of the major ways in 
which federal policies create perverse incentives, 
the legislation corrects those perversions and re-
moves the federal government as a source of some 
of our most important health policy problems.

• Along the way, the bill makes good on what 
many regard as the three broken promises of 
the Affordable Care Act: universal coverage, 
cost control, and real protection for people 
with pre-existing conditions.

• At the same time, it paves the way for a medi-
cal marketplace in which empowered patients 
can make more of their own choices, while 
enjoying protection against the cost of cata-
strophic illness—both the fi nancial cost and 
the cost of rationing by waiting.4

PRINCIPLES FOR 
REPLACING OBAMACARE
The Sessions-Cassidy Health Plan embodies prin-
ciples I have long championed as necessary for sen-
sible, comprehensive healthcare reform:

• Choice: People should be able to choose a 
health insurance plan that meets their needs, 
not the government’s needs.

• Fairness: All families should get the same 
help from government when they obtain 
health insurance, regardless of income. (The 
legislation allows for different levels of gov-
ernment help only by age and geography.)

• Lower Cost: People should have access to af-
fordable coverage that protects their income 
and assets in case of catastrophic medical 
events.

• Higher Incomes: Employees should be able 
to pocket dollar-for-dollar any savings realized 
through the reduction of health-insurance 
costs achieved through waste reduction.
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•	 Portability: Employers should be allowed to 
purchase insurance for their employees that 
is individually owned and that travels with 
them, from job to job and in and out of the 
labor market.

•	 No Surprises: Insurers should be required 
to make their networks of doctors and hos-
pitals visible at all times and to alert potential 
enrollees about any restrictions on access to 
expensive drugs and procedures.

•	 Patient Power: If patients are willing to take 
a greater role in managing their own care, 
they should be able to manage the money that 
pays for that care in tax-free accounts.

•	 Real Insurance for Pre-existing Conditions: 
Insurance should not just pay for the cost of 
becoming ill, it should also pay the higher pre-
mium required if patients switch health plans.

•	 Protection for the Most Vulnerable: A por-
tion of unclaimed tax relief should be made 
available to local safety-net institutions when 
they serve uninsured people who cannot pay 
their own medical bills.

•	 Protection for the Doctor-Patient Relation-
ship: Doctors should be allowed to offer pa-
tient care (including telephone and email con-
sultations) for a monthly fee without the threat 
of being regulated as insurance companies, 
and patients should be allowed to pay these 
fees without being penalized under the tax law.

SUMMARY
In short, the Sessions-Cassidy Health Plan  
features twelve reforms5 that would achieve the 
following goals:6

•	 Abolish the Obamacare mandates

•	 Repeal the anti-job provisions of Obamacare

•	 Repeal thousands of pages of Obamacare- 
related regulations

•	 Deregulate and denationalize the health- 
insurance marketplace in every state

•	 Offer all Americans a universal tax credit 
(similar to the child tax credit) for health- 

insurance premiums and deposits to Health 
Savings Accounts

•	 Let employees earn higher wages by eliminat-
ing waste in their health plans

1.	 A Universal Heath Tax Credit: Modeled af-
ter the child tax credit,7 this tax credit varies by 
age and geography but not by income, and will 
average $2,500 per adult and $1,500 per child 
in 2017—an amount that should give almost 
everybody access to a private plan similar to 
a well-managed Medicaid plan.8 It applies to 
spending on health-insurance premiums and 
deposits to Health Savings Accounts. It is ad-
vanceable, refundable, and assignable, and can 
be easily administered by tax preparers, insur-
ance brokers, employers, and others.

2.	 Limited-Benefit Insurance: Individuals may 
receive a portion of the tax credit when they 
choose a plan that includes a limited level of 
protection of income and assets9 and is more 
suitable for low-income family budgets.

3.	 Health-Status Insurance: For the first time, 
people with pre-existing conditions will have 
real protection against discrimination and 
against the “race to the bottom,”10 reflected 
in narrow provider networks and high drug 
costs for the chronically ill. Risk adjustment 
between health plans (similar to Medicare Ad-
vantage) will ensure that each plan receives an 
actuarially fair premium when it takes an en-
rollee from a different insurer. (Plans will not 
have incentives to cater only to healthy people 
or to avoid the sick.) Plans are free to voluntari-
ly seek better risk adjustments, so eventually 
the free market will adjust prices according to 
risk.11 We expect plans to eventually specialize, 
with some plans focusing on cancer treatment, 
others on heart care, and so on.

4.	 Roth Health Savings Accounts: They are 
flexible, they can wrap around any third-party 
insurance plan, and they are an alternative to 
use-it-or-lose-it insurance coverage. Above the 
amount of the tax credit, premium payments 
and HSA deposits will be made with after-tax 
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dollars. In this way, individual self-insurance 
and third-party insurance will compete on a lev-
el playing field.12 Individuals will be able to save 
for future health care and have an active role in 
managing the money that pays for their care.

5.	 A Workable Safety Net: A portion of un-
claimed tax credits (for people who remain un-
insured) will be sent to safety-net institutions 
in communities where the uninsured live. This 
local transfer payment supplements the dispro-
portionate-share money that providers receive 
under the current system. For the first time, 
federal tax relief for private health insurance 
and federal support for safety-net care13 will be 
completely integrated. Money follows people.

6.	 Transparency: Insurers will make their pro-
vider networks known in real time and online. 
Bait-and-switch tactics (advertising a broad 
network and then narrowing it after enroll-
ment) will not be allowed. Plans that impose 
high costs on enrollees for specialty drugs must 
disclose the fees in a very visible way prior to 
enrollment. Providers who accept package cash 
payments must publicly disclose the price.

7.	 Tax Fairness at Work: For the first time, the 
federal government will give everyone the same 
tax relief for health insurance,14 regardless of 
where it is obtained—at work, in the market-
place, or in an exchange. Employees will not be 
able to double dip, however. Other tax relief, 
such as allowing an employer to purchase insur-
ance with pre-tax dollars, will be clawed back or 
topped up to the tax-credit amount.

8.	 Portability. Federal laws that prevent employ-
ers from providing their employees with por-
table insurance that travels with the employee 
from job to job15 and in and out of the labor 
market will be repealed.

9.	 Liberating Medicaid. Medicaid will be 
block-granted to the states for each of four 
Medicaid populations. Over time, the per capi-
ta amount from the federal government for each 
of the populations will be equalized nationwide. 
(See Cassidy.16, 17) Medicaid enrollees will have 

the option of leaving Medicaid, claiming the 
tax credit, and purchasing private insurance.

10.	Liberating the Doctor-Patient Relation-
ship: Doctors will be able to form “direct pay” 
or “concierge” relationships with their patients 
(including phone and email consultations) 
without fear of being regulated as insurance 
companies. Patients will be able to pay for 
these services from their HSA.

11.	Liberating the Local Practice of Medicine: 
The federal Centers for Medicare & Medicaid 
Services will be authorized to lift national re-
strictions on doctor-owned hospitals, clinics, 
and other facilities; state and local restrictions 
on walk-in clinics, free-standing surgical cen-
ters, and other market-based services; and state 
restrictions that in other ways prohibit the de-
livery of high-quality health care.

12.	Grandfathering. To minimize potential dis-
ruption, self-insured employer plans and labor 
union plans may elect to remain in the cur-
rent tax system.18 Individuals with insurance 
obtained from an (Obamacare) exchange may 
elect to remain in that system.

25 OBAMACARE PROBLEMS THAT 
THE SESSIONS/CASSIDY HEALTH 
PLAN SOLVES BY STREAMLINING 
AND MINIMIZING THE ROLE OF 
GOVERNMENT19

1.	 People are being forced to buy the wrong 
kind of insurance.

	 Young, healthy, low-income families are forced 
to buy insurance they consider almost worth-
less—plans with a $6,850 deductible ($13,700 
for a family) that cover procedures they are un-
likely to ever need. About 7.5 million people 
paid an average fine of $200 in 2014,20 because 
they considered the coverage they were offered 
not worth the premiums charged—even with 
government subsidies.

	 The Solution: The individual mandate goes 
away. People may choose insurance based 
upon individual and family needs, not the gov-
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ernment’s needs. With a credit of $8,000, for 
example, a family of four is free to buy what-
ever coverage the market can offer for that 
amount—with no additional cost. There is no 
reason for anyone to be uninsured.

2.	 People are being forced out of plans they 
want to keep.

	 An estimated 4.7 million people21 received no-
tices in 2013 cancelling policies many of them 
would have preferred to keep, and that process 
is continuing. When consumers shop for new 
plans, many find the premiums are 50 percent 
or even 100 percent higher for similar coverage.

	 The Solution: We cannot undo all the damage 
that has been done. But going forward, insurers 
will not be allowed to end some plans in order to 
push their enrollees into more expensive plans. 
(All insurance should be guaranteed renewable.) 
Moreover, insurers will not gain by unloading 
high-cost patients onto other plans. (See the dis-
cussion of health-status risk adjustment below.) 
Also, states will be allowed to set up risk pools 
and reinsurance arrangements designed to keep 
the premiums low for healthy enrollees.

3.	 Premiums and deductibles are rising faster 
than wages.

	 The Affordable Care Act is designed to force 
people to buy a product whose costs will almost 
certainly grow faster than the average family’s 
income—meaning that families will have less 
and less available to meet other needs. Nation-
wide, premiums have been growing at about 4 
percent per year, while wages have been stag-
nating. Since Obamacare became law, deduct-
ibles have grown seven times as fast as wages.22 

In the future, insurance affordability will get 
worse because the government’s commitment is 
capped, whereas the burden of the health insur-
ance mandates is free to grow without limits.23 

	 The Solution: Obamacare takes a defined- 
benefit approach. It tells people what benefit 
they must have and leaves them on their own 
to worry about how to pay for it. The Sessions- 
Cassidy Health Plan is a defined-contribution 

approach. It fixes the government’s commitment 
and leaves buyers and sellers free to see what the 
market can provide for that contribution.

4.	 Low-income employees are being forced to 
obtain insurance neither they nor their em-
ployers can afford.

	 Insurance plans with no annual or lifetime lim-
its are good for hospitals—especially if a low-in-
come employee has a $1 million premature 
baby. But for a plan with out-of-pocket expo-
sure of $13,700, a family will be effectively un-
insured for almost all of its likely medical needs.

	 The Solution: Limited Benefit Insurance would 
allow low-income families to protect their in-
come and assets with plans that cover, for ex-
ample, 90 percent or 95 percent of all expected 
medical costs. Hospitals will still need to find 
ways to pay for rare and expensive cases. But the 
solution is not to solve the hospital’s problem by 
forcing families to buy insurance that is inap-
propriate for their medical and financial needs.

5.	 Employers are being penalized for offering 
full-time employment.

	 Employers can avoid the costs of Obamacare 
by using part-time labor, temporary labor, and 
independent contractors and by outsourcing in 
other ways. There is anecdotal evidence of this 
in nearly every state.24 

	 The Solution: All the anti-job provisions of 
Obamacare will be eliminated, including the 
employer mandates.

6.	 People at the same income level can receive 
radically different subsidies.

	 A $15-an-hour worker (and his family) with 
coverage from the insurance exchange can get 
a $10,000 subsidy. However, a worker earning 
the same income but who obtains coverage 
through his employer, say a hotel or fast food 
restaurant, gets a tax subsidy of about $1,800.

	 The Solution: Everyone will receive the same, 
universal tax credit, regardless of where they 
obtain their insurance—at work, in the mar-
ketplace, or in an exchange.
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7.	 Millions of low-income families, trapped in 
an Obamacare coverage gap, are ineligible 
for subsidized care and vulnerable to fines.

	 Between 2.9 million25 and 6.4 million26 
low-income people fall into the “Obamacare 
coverage gap.” They are neither eligible for 
Medicaid nor a subsidy in the exchange.

	 The Solution: Everyone will be offered the 
same universal tax credit—regardless of in-
come and regardless of eligibility for Medicaid.

8.	 Employers are ending their previous plans 
and offering employees insurance they can-
not afford.

	 One way employers can escape the cost of 
Obamacare is by offering employees a Bronze 
plan with a $6,600 deductible and charging the 
employee a premium equal to more than 10 per-
cent of take-home pay. The employee is asked to 
pay the full premium for dependent coverage. Al-
most all low-income workers are turning these of-
fers down. If they do, they cannot get a subsidy in 
the exchange and they are subject to a fine if they 
do not pay full price for insurance on their own.

	 The Solution: With no employer mandate, 
this perverse incentive goes away. Since the tax 
credits are refundable (you get it even if you 
owe no taxes), advanceable (you don’t have to 
wait until next April 15th to get it), and trans-
ferable (to an employer or insurance company), 
employers will have every incentive to help em-
ployees get the insurance they want and need.

9.	 Since most people with below-average wages 
get a better deal from government in Medic-
aid or in an exchange and most people with 
above-average wages get a better deal ob-
taining insurance at work, entire industries 
are re-organizing their structure.

	 Increasingly, the janitors, bus drivers, food ser-
vice workers, security guards, and other low-
er-paid workers who staff corporate campuses 
are no longer employed by the corporations they 
service.27 Instead they are employees of contract-
ing firms. This allows two different approach-
es to health insurance—one for higher-paid  

employees and a different one for the lower- 
paid. Some of these changes might have  
occurred anyway. But health insurance costs now 
account for such a large percentage of compensa-
tion that much of the trend must result from the 
lack of uniformity in Obamacare subsides.

	 The Solution: With a uniform subsidy, em-
ployers will be free to make production deci-
sions based on economic factors, not based on 
health insurance subsidies. As a result, Amer-
ican companies will be better positioned to 
compete in a global marketplace and employ-
ees will have a better chance of obtaining the 
insurance they want and need.

10. Individuals are penalized for failing to do the 
impossible: guess their next year’s income.

	 H&R Block estimated that 3.4 million people 
faced higher taxes in 2015 because they un-
derestimated their income when they enrolled 
in an Obamacare plan in 2014 or 2013.28 On 
the average, about 60 percent of those receiv-
ing a health insurance tax credit in 2015 were  
required to repay some of it. The average re-
payment was $580.29 

	 The Solution: Since the universal tax credit 
is independent of income, people get the same 
tax relief regardless of what they earn.

11.	There is a race to the bottom in the exchanges,  
producing narrow provider networks that 
exclude the best doctors and hospitals.

	 The health plans have concluded that healthy 
people buy on price and only sick people favor 
the purchase of plans with wide networks. And 
the health plans in the exchanges are clearly 
trying to attract the healthy and avoid the sick. 
By offering low provider fees (that drive away 
the best doctors and the best facilities) they can 
keep their premiums as low as possible. The 
chronically ill who join these plans may have 
extreme difficulty getting needed care. But the 
health plans didn’t want those enrollees in the 
first place.

	 The Solution: With health status risk ad-
justment, individuals are protected against 
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higher premiums after they get sick. When 
they switch plans, the new plan receives an 
actuarially fair premium from the previous 
plan—making the sick just as attractive as the 
healthy, in a manner similar to the Medicare 
Advantage program.

12. Some health plans in the exchanges are en-
gaged in bait and switch—promising net-
works and coverage that they subsequently 
renege on.

	 Doctors who were promised as part of the pro-
vider network turn out not to be in the net-
work at all. Coverage for expensive, life-saving 
drugs turns out to require extraordinarily high, 
special deductibles.

	 The Solution: Health plans will be required to 
be completely transparent—making their net-
works visible online at all times. Charges for 
specialty drugs must be transparent and not 
hidden at the point of enrollment. Providers 
who accept package-cash payments for proce-
dures must post those prices.

13. On the buyer side, people are gaming the sys-
tem by waiting to insure until they get sick.

	 In Massachusetts they are called jumpers and 
dumpers. People wait until they get sick. Then 
they jump in and obtain insurance, get heath 
care, and get their bills paid. They dump the 
plan when they are healthy again. If everyone 
does this, only sick people will be insured and 
the cost of the insurance will be so high, almost 
no one will be able to afford it. Obamacare tries 
to discourage this by levying fines on the un-
insured and limiting the enrollment period to 
a few months each year. However, the fines are 
small, weakly enforced, and contain numerous 
loopholes. And there are numerous exceptions 
that allow people to buy insurance year round. 
A March 2016 news report, for example, found 
that diabetes had become nearly twice as com-
mon among the newly enrolled as among those 
previously enrolled. Hepatitis C was more than 
twice as common, and H.I.V. was more than 
three times as common. The result: more trips 

to the doctor, more hospitalizations, higher 
overall costs and therefore higher premiums.30 

	 The Solution: As is the practice in Medicare 
Parts B and D and in the Medigap market, no 
one will be allowed to game the system as a 
buyer. Those who do not enroll when they are 
first eligible will face financial penalties in the 
form of higher premiums.

14. The Obamacare subsidies penalize people who 
work more and earn more.

	 The implicit marginal tax created by the 
Obamacare subsidies is about 10 percentage 
points. At several cliff points along the income 
continuum, families can lose $10,000 or more 
in subsidies by earning an additional dollar of in-
come. These perverse incentives are expected to 
reduce the labor force by the equivalent of 2.3 mil-
lion workers.31 Over all, Obamacare’s anti-work 
provisions will create a long-term loss to the U.S. 
economy on the order of 5 percent of GDP—or 
more than $800 billion a year at current prices.32 

	 The Solution: Because the universal tax credit 
is independent of income, no one is penalized 
for working more and earning more, and be-
cause mandates are abolished, no employer is 
penalized for hiring additional employees and 
employing current employees for more hours.

15. The Obama administration has virtually 
outlawed portable health insurance.

	 Many employers have been reimbursing their 
employees for the cost of insurance they buy 
on their own. This employee-owned insurance 
is portable, traveling with the individual from 
job to job and in and out of the labor market. 
Now that insurers can no longer discriminate 
based on pre-existing conditions, there is no 
reason not to encourage this practice. Yet the 
Obama administration threatened to fine em-
ployers who do this, by $100 per employee per 
day. Over the course of a year that adds up to 
$36,500 per employee, up to $500,000 in total.

	 The Solution: All provisions of the federal law 
that prevent employers from paying for insurance 
that is personal and portable will be eliminated.
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16. Obamacare has no mechanism for ensuring 
that we can continue to meet the needs of 
the uninsured.

	 Advocates of the 2010 health reforms assumed 
that once more people were insured, safety-net 
hospitals would have a new source of revenue. 
However, once people have insurance they don’t 
go to safety-net hospitals, where waiting times 
may be interminably long. Moreover, Medicaid 
patients, whose plan pays rock-bottom fees, often 
rely on emergency rooms for non-emergency care. 
So the safety-net institutions are facing a bigger 
work load and less money to meet that load.

	 The Solution: A portion of unclaimed tax 
credits will be returned to communities where 
the uninsured live. Money follows people. If the 
number of uninsured rises, safety-net hospitals 
get more funds. If the number falls, the subsi-
dies shift to support private health insurance.

17. New restrictions limit the use of Health Sav-
ings Accounts and create perverse incentives 
to engage in wasteful health care spending.

	 The Affordable Care Act lowers the allowed 
deductible, keeps the rigid across-the-broad 
deductible requirement, and raises the penalty 
for non-health spending. The first two features 
make it virtually impossible to combine HSAs 
with chronic care, as, for example, Medicaid’s 
Cash and Counseling program works for the 
disabled. As for the third feature, consider a 
person in the 30 percent income-tax bracket. If 
she withdraws HSA funds for non-health pur-
poses, she faces a 20 percent penalty on top of 
her regular tax liability. That means she must 
choose between spending a dollar on health 
care and 50 cents on other goods and services. 
Health care will be preferable even if the ser-
vices are worth only 51 cents to her.

	 The Solution: With a Roth HSA, withdrawals 
will be tax-free and penalty-free one year af-
ter the funds have been deposited. That means 
health and non-health goods and services will 
trade on a level playing field. People won’t 
spend a dollar on health care unless they view 

that this is worth a dollar. Also, Roth HSAs 
will be completely flexible—wrapping around 
any third-party health insurance plan.

18.	About 80 percent of people with an 
Obamacare plan are ineligible to have a 
Health Savings Account.

	 Despite deductibles and out-of-pocket costs 
that can exceed $6,000, most plans sold in the 
exchanges are incompatible with the require-
ments for an HSA.33 The reason: the extreme 
rigidity of the current law, which prevents in-
surers from, for example, paying for the costs of 
specialty drugs or specialist services below the 
deductible for patients with chronic illnesses.

	 The Solution: People will be able to combine 
any third-party insurance plan with a Roth 
HSA, which conveniently wraps around it 
without any deductible requirements.

19. Obamacare is undermining the role of the 
broker.

	 Traditionally, the way most individuals and 
small businesses have accessed health insur-
ance is through an insurance broker, who as-
sumes the role that HR departments play in 
large companies. They answer questions, re-
solve disputes, and help untrained individuals 
navigate the complicated world of health insur-
ance. Yet a number of insurers have announced 
they will no longer pay commissions outside of 
open season, and some are even refusing to pay 
them during open season.34 One problem: the 
Obama individual mandate has so many excep-
tions that buyers can obtain coverage through 
the exchange almost any time of year, and in-
surers have discovered that off-season enrollees 
are disproportionately sick. A second problem: 
it is illegal for brokers to seek out and solicit cli-
ents with chronic ailments, such as diabetes—
for which the current risk-adjustment formula 
is actually quite generous. Rather than tailored 
service, brokers basically must treat everyone 
who walks in their door the same.

	 The Solution: (1) As noted above, no one 
will be allowed to game the system. (2) With 
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health status risk adjustment, there is no need 
for an open season; enrollees may continuous-
ly switch health plans at any time during the 
year. (3) Insurers—along with their brokers—
will be encouraged to specialize in the treat-
ment of chronic diseases and seek out enrollees 
who could benefit from their services.

20. Obamacare’s Cadillac Plan tax is inefficient 
and unfair.

	 For employees in the 40 percent tax bracket, 
taxing employer-provided health insurance 
above a certain level can put extra health insur-
ance and extra wages on a level playing field. 
That may make some sense for high-income 
earners. But for someone in the 15 percent 
tax bracket, the 40 percent Cadillac Plan tax 
means that health insurance is being taxed at 
almost three times the tax rate on their wages. 
That’s unfair and it makes no sense. Moreover, 
the Cadillac tax is inefficient: it affects only 
decisions above a very high spending thresh-
old. For all the spending below the threshold, 
the perverse incentive to overspend on health 
insurance is as perverse as ever.

	 The Solution: The fixed-sum tax credit sub-
sidizes the first dollars, not the last dollars of 
health insurance. It pays for the insurance we 
want everyone to have, leaving people free to 
purchase additional coverage with after-tax dol-
lars. For the same amount of tax relief, this tax 
credit will have ten times more impact on work-
place incentives than the Obamacare approach.

21. The exchanges still aren’t working, includ-
ing the federal exchange, and the adminis-
trative cost of Obamacare is absurdly high.

	 They probably never will work as long as the 
computer programs of different agencies are 
required to talk to each other. The Depart-
ment of Defense and the Department of Vet-
erans Affairs spent ten years and more than 
one billion dollars trying to get their computer 
systems to connect. They never did make it 
work. Actuaries with the Centers for Medicare 
& Medicaid Services project that Obamacare 

will result in an additional $274 billion in 
administrative costs alone over the period of 
2014 through 2022.35 That’s equal to almost 
$14,000 per newly insured person. And re-
member, the Affordable Care Act was created 
by people who claimed that private-sector ad-
ministrative costs are too high!

	 The Solution: The main problem is income 
verification. With a uniform tax credit, there 
is no need to verify income. Everyone gets the 
same credit, regardless. We could turn the ad-
ministration of the exchanges over to a private 
firm like EHealth, which could easily enroll 
people with off the shelf technology.

22. Millions of families have no continuity of in-
surance coverage and no continuity of care.

	 Some families, those with household incomes 
between 100 percent and 200 percent of the 
federal poverty level, typically become eligi-
ble and ineligible for Medicaid many times 
over the course of several years. About 29 
million people will shift eligibility between 
Medicaid and subsidized exchange insurance 
in a single year.36 Only one in five adults on 
Medicaid remain continuously eligible over a 
period of four years.37 The high rate of churn-
ing is not just administratively inconvenient. 
It is expensive. Lack of continuity of care also 
affects health.38 

	 The Solution: Families would be able to leave 
Medicaid, claim the tax credit, and enroll in 
private insurance instead. They could remain 
there, regardless of how their income changes. 
Also, two-thirds of Medicaid enrollees nation-
wide are currently in private-sector plans that 
contract with state Medicaid programs. These 
plans would be able to offer the same plan in 
the individual market (say, for low-income 
families) so that people could remain in the 
same plan as their income (and therefore their 
eligibility for Medicaid) rises and falls.

23. Patients on Medicaid often face non-price bar-
riers to care that are far more costly than the 
fees doctors charge non-Medicaid patients.
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	 In one case, a one-way, seven-mile trip took 
five-and-a-half hours, in order for a woman to 
obtain a blood pressure cuff. Then she had to 
get back home.39 Also, because we do not allow 
Medicaid patients to pay for health care the way 
they purchase food with Food Stamps, they are 
effectively denied low-cost, high-quality, easily 
accessible care at almost all of the 2,000 walk-in 
clinics around the country. To add to the mis-
ery, one-third of doctors nationwide are not ac-
cepting new Medicaid patients and the fraction 
is even higher in urban areas. These constraints 
may be some of the reasons why 8.2 million 
uninsured people who qualify for Medicaid or 
S-CHIP coverage have not enrolled.40 

	 The Solution: We will create something the 
political left has been clamoring for over the 
past six years—a public-sector option. Medic-
aid will need to compete with private insur-
ance in every state. Enrollees will be allowed 
to take the state’s share of Medicaid insurance, 
claim the federal private-insurance tax credit, 
and obtain insurance that looks very much like 
some of our best Medicaid, managed-care pro-
grams in return for premiums that will average 
only a few dollars a month.41 

24. Current law discriminates against concierge 
medicine.

	 One of the most innovative alternatives to fee-
for-service medicine is the concierge (or “di-
rect payment”) doctor, who typically provides 
a bundle of services (including phone, email, 
and other telemedical services) in return for a 
fixed monthly fee. These doctors are now ha-
rassed by state regulators who threaten to treat 
them as “insurance companies” and by federal 
laws that bar patients from using HSA funds 
to pay doctors’ fees.

	 The Solution: The Sessions-Cassidy Health 
Plan explicitly states that concierge doctors are 
not “insurers” under both federal and state law. 
Further, people will be able to use their HSA 
funds (both traditional and Roth accounts) to 
pay concierge doctor fees.

25.	Obamacare imposes new restrictions on 
providers and keeps in place a great many 
existing unwise regulations.

	 Studies show that doctor-owned hospitals pro-
vide care that is of lower cost and higher quality 
than traditional hospital care. Yet the Affordable 
Care Act has imposed a moratorium on such 
services. Health City in Grand Cayman, for 
example, maintains very high-quality bench-
marks and offers patients package prices that 
average about one-third of what they would pay 
at a typical mainland hospital. Yet, it is illegal 
for Health City to operate in the United States 
because it is doctor-owned.42 The Affordable 
Care Act also makes no attempt to free provid-
ers from other onerous government restrictions.

	 The Solution: The Secretary of Health and 
Human Services will be able to free providers 
from unreasonable restrictions wherever doing 
so would clearly reduce costs, improve quality, 
and increase access to care.

JOHN C. GOODMAN is Senior Fellow at the  
Independent Institute, President of the Goodman 
Institute for Public Policy Research, and author 
of Priceless: Curing the Healthcare Crisis and A 
Better Choice: Healthcare Solutions for America.
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