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			Praise for

			The Pipes Plan

			“Superb insights in this most critical area! All our health will be helped enormously if the next president follows Sally’s blueprint.”

			—Steve Forbes, chairman, CEO, and editor-in-chief of Forbes

			“You would be hard-pressed to find a more informed and informative voice on the condition of health care in America than Sally Pipes. Her new book, The Pipes Plan, suggests a welcome alternative to the current misguided national policy and a path to real reform.”

			—Mitch Daniels, governor of Indiana

			“The Pipes Plan is not just a well-written book; it is a reference manual for politicians, physicians, and citizen activists because all of us will be patients some day and Obamacare will affect us all negatively if allowed to stand.”

			—Hal Scherz, M.D., F.A.C.S., F.A.A.P., founder and president of Docs4PatientCare

			“This is the book that will lead the way to repealing one of the most disastrous pieces of legislation in modern American history.”

			—Arthur B. Laffer, Ph.D., economist, member of Ronald Reagan’s Economic Policy Advisory Board
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			Foreword

			by Arthur B. Laffer

			This is the book that will lead the way to repealing one of the most disastrous pieces of legislation in modern American history.

			The Patient Protection and Affordable Care Act—Obamacare’s official name—exceeds 2,000 pages and aims to put one-sixth of the U.S. economy under the federal government’s control. Thousands more pages of dense regulations are currently being cobbled together by a bizarre cabal of government bureaucrats, politically favored special interests, and well-connected ideologues. Not surprisingly, Obamacare is gumming up the American health care system—and the entire economy—with alarming speed.

			Sally Pipes was among the first to lay bare the implications, deceptions, and economic insanity of the “act now, think later” mentality that drove the law’s passage. Her 2010 book The Truth About Obamacare became an overnight sensation, educating countless Americans in simple terms about the contents of President Obama’s signature piece of legislation.

			Her new book, The Pipes Plan, lays the groundwork for the law’s repeal. Sally has given us an essential handbook for rolling the Affordable Care Act back—and replacing it with real reforms that improve American health care and reduce long-term costs.

			In ten succinct and well-argued chapters, Sally surveys what Obamacare actually does—and what will happen if the law is not scrapped soon.

			She shows how Obamacare is already undermining the American medical system’s ability to provide revolutionary cures and treatments to patients. The heavy hand of government could curtail an era of ground-breaking innovation in health care before it even starts. Our lives literally depend on the outcome of this fight.

			In courtrooms around the country, judges are rendering their verdicts on the constitutionality of the president’s reform plan. The Supreme Court will surely have its say. But the American people can have the final word, by pressuring their elected representatives to repeal and replace Obamacare.

			Of course, full repeal can only happen in early 2013 if Republicans take the presidency and Senate and hold onto their majority in the House. In the meantime, bills have been introduced to repeal specific parts of the law.

			There was a time when we could go about our lives secure in the knowledge that the uniquely American dynamic of freedom and enterprise would continue to govern our society. Obamacare threatens that dynamic. The Pipes Plan sounds the alarm—and provides us with the intellectual firepower to make a difference.

			So whether you’re a patient with an acute or long-term medical issue struggling to make sense of the future, a legislator in search of sensible alternatives, or a concerned citizen looking to engage in the public debate, The Pipes Plan is an essential resource. Read it, put it on your bookshelf, and pass it on to your family, friends, and colleagues.

		

		
		

	


	
		
			Introduction

			Making Repeal a Reality

			On March 23, 2010, President Obama forever altered the American health care system by signing the Patient Protection and Affordable Care Act (PPACA) into law. Its advocates promised that the measure would reinvent American health care and reinvigorate the American economy. As House Minority Leader Nancy Pelosi (D-CA) put it, “This bill is not only about the health security of America, it’s about jobs. In its life it will create 4 million jobs, 400,000 jobs almost immediately.”1

			Boy, were they wrong.

			It’s becoming more apparent with each passing day that Obamacare will devastate American health care as well as the health of our citizens—and further damage our country’s fragile finances. The PPACA is expected to cost in excess of $2.5 trillion over the decade beginning in 2014 because of the expansion of Medicaid, federal tax subsidies, the hiring of 16,000 new IRS agents, and the bans on lifetime and annual coverage caps and on discrimination based on pre-existing conditions.2

			Implementing the law has been extremely challenging. It’s tough to completely remake our health care system overnight. After all, it already accounts for one-sixth of the American economy, about $2.5 trillion—and in July 2011 authors from the Centers for Medicare & Medicaid Services (CMS) reported in the journal Health Affairs that by 2020, national health care spending will rise to $4.6 trillion, one-fifth of the American economy.3

			Certain provisions of the president’s reform plan kicked in immediately. But many of Obamacare’s main provisions and cost drivers do not take effect until 2014. As of mid-July 2011, there are more than 9,000 pages of rules and Federal Register notices related to Obamacare.4

			Consequently, there is still time to reverse course. Our congressional leaders can repeal Obamacare and replace it with market-based reforms that actually expand access to coverage, provide quality care, and reduce the cost of health care.

			This book provides a blueprint and a roadmap for accomplishing that mission. It examines ten key components of Obamacare and shows why each one doesn’t work, how to eliminate it, and what reform to put in its place.

			In Chapter One, we’ll see how Obamacare is already failing in two key respects: it isn’t dramatically expanding coverage or bringing down health care costs. These were the two main goals President Obama wanted to achieve with Obamacare. But several analyses of the law released since its passage portend fiscal and health care disaster in the very near future.

			
					Solution: Stop the madness and early in 2013, under a new Congress and a new administration, repeal the legislation and replace it with a plan that delivers affordable, accessible, quality care for all. Start by implementing reforms that empower patients, increase their autonomy, and foster competition among insurers and providers.


			

			Chapter Two examines Obamacare’s mandates on health insurers. These new controls, many of which were implemented on September 23, 2010, will dramatically inflate the cost of insurance.

			
					Solution: Allow for a real health insurance market to develop with high-deductible plans coupled with deregulated health savings accounts.


			

			Chapter Three takes a look at Obamacare’s state-based insurance exchanges, where the law expects individuals and small businesses to shop beginning in 2014 for tightly regulated coverage bearing a government seal of approval. Not only will these exchanges limit consumers’ choices—they’ll also be incredibly expensive for taxpayers and patients alike.

			
					Solution: Allow consumers to purchase insurance across state lines.


			

			Chapter Four breaks down the notorious “individual mandate” requiring Americans to obtain coverage and the “employer mandate” that penalizes employers of more than fifty employees if they don’t provide them with insurance. These mandates could backfire and actually diminish the availability of insurance, as several prominent studies from the likes of McKinsey & Company, the National Federation of Independent Business, and former Congressional Budget Office Director Douglas Holtz-Eakin have outlined.

			
					Solution: Eliminate both mandates—and then reform the antiquated tax system underpinning employer-based insurance in this country. Allow individuals as well as businesses to purchase insurance with pre-tax dollars. And once a competitive market is working, remove the tax advantage for both employer-based and individual insurance.


			

			Chapter Five examines the new taxes Obamacare imposes on drug, medical device, and insurance companies. These new fees will hamper medical innovation and threaten the supply of high-tech treatments that improve and extend our lives.

			
					Solution: Repeal Obamacare’s new taxes.


			

			Chapter Six details how the Obama administration has taken to exempting certain favored parties from some of the law’s most stringent dictates, including annual benefit limits and minimum medical loss ratios. Officials have granted waivers to nearly 1,800 organizations covering 3.4 million workers, over half of whom are union members. In June 2011, HHS announced that no more waivers would be granted after September of that same year.5 If the rules are so consumer-friendly, why the need for so many waivers? These rules distort the health care marketplace and unwittingly limit the availability of affordable insurance options.

			Solution: Repeal the annual benefit requirements and medical loss ratio rules.

			Chapter Seven shows how Obamacare exacerbates Medicaid’s fiscal problems. The law adds at least 18 million more patients to the program without addressing any of its structural flaws.

			
					Solution: Replace the existing joint federal-state Medicaid funding structure with vouchers and/or block grants.


			

			Next, in Chapter Eight, we’ll dig into the CLASS Act—a component of Obamacare that establishes a new federal long-term care insurance program. While billed as fiscally responsible, CLASS is yet another unfunded public entitlement set to saddle the federal government with billions in future liabilities. Even several Democrats want to see it repealed, including Sen. Kent Conrad (D-ND), who called it a “Ponzi scheme,”6 and in October of 2011, Secretary of Health and Human Services Kathleen Sebelius announced that financial problems would prevent the implementation of CLASS “at this time.”7

			
					Solution: Repeal the CLASS Act so that it can never be implemented, and strengthen the private long-term care insurance market.


			

			Chapter Nine takes a look at another program benefiting seniors and facing an uncertain fiscal future—Medicare. Obamacare fails to fix the insurance entitlement’s problems—and actually makes some of them worse.

			
					Solution: Move to a system of means-tested Medicare vouchers, so that consumers have an incentive to shop around and save money on their care. Raise the eligibility age for Medicare. And curtail government’s undue influence in the health care market for seniors.


			

			Finally, Chapter Ten lays out how we can care for the chronically ill—and why Obamacare’s approach to this segment of the patient population is flawed. The law has failed to expand coverage to high-risk patients even as it raises prices for everyone else.

			
					Solution: The federal government must invest sufficient resources in high-risk pools and empower state-level officials to operate their programs without undue federal interference until the country has a properly functioning individual insurance market.


			

			Since the day the president signed the Affordable Care Act into law, a clear majority of American voters—reaching as high as 63 percent—has favored its repeal.8 Prior to Obamacare’s passage Nancy Pelosi famously stated that Congress would “have to pass the bill so that you can find out what is in it.”9 The American people have found out what is actually in the law—and they’re not pleased.

			The clock is ticking: our health care system—and our nation’s fragile economy—are under imminent threat from the president’s poorly conceived attempt at reform. Let’s now see how our leaders can go about repealing and replacing Obamacare with a law that actually does provide “affordable, accessible, quality care” for all Americans.

		

		
		

	


	
		
			Chapter 1

			Broken Promises

			Why Obamacare Won’t Achieve Universal Coverage—or Lower Health Care Costs

			The Problem: President Obama sold his health care law to the American public as an effective way to bend the health care cost curve down and eliminate the ranks of the uninsured. It won’t achieve either goal: since the law passed, evidence has poured in proving that the PPACA is actually accelerating the growth in the cost of medical care, and that it will not solve the problem of uninsured Americans.

			The Solution: Stop the madness, repeal the legislation, and replace it with a plan that delivers affordable, accessible, quality care for all. Start by implementing reforms that increase both patient autonomy and competition among insurers and providers.

			Why It Will Work: Obamacare doesn’t address the fundamental reasons that health care costs are skyrocketing and that insurance coverage is out of reach for many. Trying to cut costs and expand coverage by government decree will fail—in fact, the evidence of the law’s failure to achieve these goals is already mounting. Free market competition and putting more control in patients’ own hands is the way to increase coverage and lower costs.

			Promises, Promises—and More Promises

			In early 2009, President Obama was riding a wave of public excitement and optimism following his historic 2008 election and inauguration. A month into his presidency, Obama’s job approval rating hovered near 60 percent.1

			He wasted no time in putting his political capital to work. On February 24, 2009, the president outlined the principles of his plan for the nation’s health care system before a joint session of Congress.2 He wanted to be the first president to achieve a federal reform of the American health care system, seventy-five years after it was first proposed.

			Gradually the president’s plan took shape. He vowed that he would “not sign on to any health plan that adds to our deficits over the next decade.”3 And he pledged that his approach would “start bending this cost curve down.”4

			Obama further promised to “expand coverage to all Americans.”5 At the same time, Americans who were happy with their insurance would not have to change plans. “If you like your doctor, you will be able to keep your doctor. Period. If you like your health care plan, you will be able to keep your health care plan,” he said.6

			The president’s reform push came at the right time, as America’s health care system had long needed a makeover.

			Between 1999 and 2009, average health insurance premiums jumped a stunning 131 percent, according to the Kaiser Family Foundation.7 Over that same period of time, inflation was just 28 percent—and average earnings increased only 38 percent.8

			National health spending in 2009 reached $2.5 trillion—or 17.6 percent of the country’s Gross Domestic Product.9 Government analysts predict national health care costs will hit $4.6 trillion by 2020, accounting for a full fifth of the American economy.10

			As Congress began debating health reform that year, major public insurance programs were on the brink of financial collapse. Medicare’s trust fund was predicted to go bust in 2017.11 And millions of Americans were uninsured. (In 2011 the year Medicare will go bankrupt was revised to 2024.)

			Unfortunately, the president’s chosen remedy—the 2,400-plus page Patient Protection and Affordable Care Act (PPACA)—has proven woefully inadequate to meet his stated goals since he signed it into law on March 23, 2010.12

			But don’t take my word for it.

			The federal government’s own experts have examined Obamacare in detail—and what they’ve found doesn’t match the president’s promises.

			Bending the Cost Curve—in the Wrong Direction

			While campaigning for support for his reform plan, the president repeatedly said that it would drive down the average family health insurance premium by $2,500.13

			But the Congressional Budget Office (CBO) refuted that claim in December 2009, estimating that the law would increase family insurance premiums by $2,100.14

			In April 2010, Richard Foster, the Chief Actuary of the Centers for Medicare & Medicaid Services, took a look at the PPACA and concluded that America would spend $311 billion more on health care through 2019 than it would have if the law had never been passed.15

			So the president’s reform law bent the health care cost curve, all right—upward.

			Foster wasn’t the only federal official sounding the fiscal alarm. A year later, in March 2011, the CBO released its revised estimates of the PPACA’s effects on the federal budget between 2012 and 2021. Researchers increased their projection of the costs of the Act’s efforts to expand insurance coverage by $90 billion.16

			CBO’s new cost estimate for Obamacare? An eye-popping $1.13 trillion.17

			Even that estimate is low. For the decade starting in 2014, when most of the law’s cost drivers—including the expansion of Medicaid, insurance subsidies, the health insurance exchanges, and the hiring of new government officials to police the system—finally come into effect, Obamacare’s costs exceed $2 trillion.18

			Additional work from Medicare’s actuaries published in the July 2011 edition of Health Affairs found that health care costs will grow on average 5.8 percent annually through 2020.19 Federal researchers have also found that fully half of all health care spending will come from government by the end of the decade.20

			Defrauding Medicare

			Medicare comprises some 20 percent of national health expenditures and covers more than 43 million Americans.21 Spending on the program grew 7.9 percent in 2009—and by the same rate in 2008, as well.22 Bending the cost curve in health care downward will be impossible without staving off Medicare’s looming bankruptcy and shoring up its long-term finances.

			And on Medicare, Obamacare is primed to fail.

			In May 2011, the Medicare trustees released their annual long-term projections of the program’s finances. Medicare’s trust fund ran an annual deficit of $32 billion in 2010—and the deficit will grow to $34 billion in 2011. The program’s unfunded liabilities through 2085 total nearly $25 trillion.23

			This outlook is, obviously, dismal and unsustainable. But it’s actually an optimistic take on the entitlement’s finances.

			Indeed, as Medicare’s Chief Actuary Richard Foster wrote in a revealing appendix tacked on to the report, these projections “do not represent a reasonable expectation for actual program operations.” 24

			Why? Because the projections rely on Obamacare’s blueprint for generating “savings” within Medicare—which has no hope of coming to fruition.

			The law envisions cutting Medicare’s reimbursement rates for physicians, hospitals, and other health care providers by 30 percent in 2012, with further declines in what the program pays in subsequent years.25

			But, as Foster points out, these cuts are “an implausible expectation.”26

			Every year since 2003, Congress has waived similar cuts at the behest of both seniors and health care providers.27 The planned reductions would push Medicare rates “considerably below the current relative level of Medicaid prices, which have already led to access problems for Medicaid enrollees, and are far below the levels paid by private health insurance,” according to Foster.28

			In a separate report, CMS predicted that if Obamacare’s Medicare rate cuts actually went through, one in seven participating facilities would become unprofitable—and many would be forced to leave the program. That figure grows to 25 percent by 2030, and 40 percent by 2050.29

			The end result? Many health providers would stop seeing patients covered by Medicare. Program beneficiaries would technically have “insurance”—but no one would treat them.

			“Well before that point,” Foster writes, “Congress would have to intervene to prevent the withdrawal of providers from the Medicare market and the severe problems with beneficiary access to care that would result.”

			For a more realistic picture, Foster offers an “alternative scenario” in which these devastating cuts don’t occur.30

			In this hypothetical case, Medicare’s share of the economy nearly triples by 2080. That’s not entitlement reform—that’s entitlement explosion.

			No Universal Coverage

			Surely all that extra spending on health care will deliver the universal coverage the president promised, right?

			Wrong again.

			The CMS estimates that even after all the law’s provisions are enacted, at least 18 million of the 49.9 million Americans without health insurance will continue without coverage. Another 5 million illegal immigrants will also remain uninsured.31

			And while CMS’s Foster estimates that Obamacare’s mandates will cause 13 million people to gain new health coverage through their employers, another 14 million who currently have employer-provided plans will lose them by 2019.32 Do the math: that’s actually 1 million fewer people getting their health benefits through work.

			Why Obamacare Doesn’t Work

			Obamacare is failing on both costs and coverage because it doesn’t address the fundamental reasons that health costs are skyrocketing and that insurance remains out of reach for many. Instead, the law tries to impose “just” outcomes by government fiat.

			For instance, to increase insurance coverage, Obamacare simply expands public insurance programs and forces insurers to write policies for all comers by 2014. Such an approach does nothing to roll back the excessive regulations and distorted incentives that have driven health care costs sky high—and made insurance unaffordable.

			Worse, Obamacare injects even more government into our broken health care system. The law creates nearly 160 new boards and commissions, including such vital entities as the “Elder Justice Coordinating Council”33 and the “Pregnancy Assistance Fund.”34 The law adds 16,000 new agents to the IRS, primarily to help enforce the penalties for people who don’t comply with the law.35 And Obamacare spends $410 million to expand Medicaid, putting an estimated 20 million new patients on the government dole.36

			That’s a recipe for higher—not lower—health costs.

			There Is Another Way

			America can continue with the government-heavy approach typified by Obamacare, creating new bureaucracies, instituting draconian price controls, and imposing top-down restrictions on insurance plans.

			Or we can repeal this gargantuan, costly mess, and institute reforms that stoke competitive forces in the health care marketplace and empower patients to purchase coverage that suits their specific medical and financial needs.

			Reforming the tax code to grant individuals the same tax advantages that businesses currently enjoy when buying health insurance would do wonders to stimulate competition. So would permitting people to purchase insurance across state lines. And market-friendly tools like health savings accounts, health reimbursement accounts, flexible spending accounts, high-deductible health plans, and vouchers for seniors, the working poor, and the chronically uninsured would both expand coverage and lower costs.

			President Obama has violated the promises he made in the run-up to the passage of his health reform law. The evidence shows that Obamacare will not stop escalating health costs or expand coverage—and will actually exacerbate many of the problems plaguing our health system.
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