From Repeal to Replace: Starting this Year
Countdown to late June 2012



“The Day After”
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“Political Climate Change” 

This Congress, November elections, next Congress, next President

Must Deal With:

Pre-Ex Condition Protection, Safety Net Restructuring

· Extend continuous coverage incentives, fund high-risk pools
· More targeted, progressive subsidies (income, health risk)
Medicaid  
· Take off steroids, delegate to states w/ negotiated accountability

· Mainstream non-disabled, below-65 toward private coverage

Creating an Alternative Regulatory Regime for Private Health Insurance

· Neither state monopolies nor federal takeover 

· Consumer-driven competition (PASL), pressure on outliers

· Transition to information-based regulation

Financing (Taxpayer Subsidies)

· Defined contribution (Medicare, Medicaid, ESI)

· Adjust for income, health risk

· Lowest level politically possible, reduce distortions

· Percentage vs. lump sum

· Most flexible minimum benefit feasible (catastrophic, actuarial equivalence, AWS)

· Tax cap transition – at individual level

Connections to Real Markets, Real Products

· States as more flexible intermediaries

· “Non-exchange” market mechanisms

· Information assistance structure

Evolution from ESI to More Individualized Choice of Coverage

· Slow transition, non-bipolar coverage world

· Gradually reduce one-sided policy advantages (tax equity)

· Employers may offer, employees will decide

Missing Links?

New Paths to Better Value (Why We Need “Replace”)

· Restore incentives, remove barriers

· Building information infrastructure for competition in performance measurement

· Beyond choice of privately branded insurance packages 

· Delegate initially to states as less-centralized agents

· Must trust patients and medical providers to make most important judgments  

Medicare Reform

· Payment methods are roadblocks to delivery system change

· Premium support, competitive bidding “starting point”

· Politically renegotiate resource levels after structure in place

· Public payment floors, no private payment ceilings

Timing & Transitions

· Financing & coverage dominates initially

· Health care delivery, personal health production determine real supply & demand

· Power ultimately to the patients, not to (state) government subsidiaries

· Formulas are placeholders

· Incentives, information, choice, competition, responsibility must drive change

· Get off the defensive, present a positive vision
2012 Legislative Strategies

· Soft hearings to introduce “replace” concepts

· No sudden surprises

· Themes, without numbers

· Unifying visions and values
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