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The more Bernie Sanders continues to pound on Hillary Clinton, the more she moves 

left. California Sen. Diane Feinstein says Sanders’ continued presence in the Democratic primary 

race is making it impossible for Hillary to “pivot.” What she means is: It’s going to take longer 

for Clinton to reverse herself in the general election on all the left wing ideas she has endorsed in 

the primary. 

But what if she doesn‘t pivot? What if she really means what she has been saying? Here is where 

she is right now: 

Standing by Obamacare. Although she promises to tinker with the Affordable Care Act (see 

below) Clinton is not proposing to fix any of its largest problems, including these: 

• About 4.7 million people (AP) received notices cancelling insurance they were promised they 

could keep and that process is continuing. 

• About 7.5 million people paid a fine last year (IRS) because they found the insurance being 

offered not worth the premiums being charged — even with government subsidies. 

• Between 2.9 million (Kaiser) and 6.4 million (Urban Institute) low-income people fall into the 

“Obamacare coverage gap.” They are neither eligible for Medicaid nor a subsidy in the 

exchange. 

• About 3.4 million people faced higher taxes this year because they underestimated their income 

when they enrolled in an Obamacare plan last year (H & R Block). The average repayment was 

$580 (H & R Block). 

• Since Obamacare became law, deductibles have grown seven times as fast as wages (EBRI). 

• Despite deductibles and out-of-pocket costs that can exceed $6,000, most plans sold in the 

exchanges are incompatible with the requirements for a Health Savings account (ValuePenguin). 

http://www.cbsnews.com/news/some-democrats-press-bernie-sanders-to-leave-race/
http://finance.yahoo.com/news/policy-notifications-current-status-state-204701399.html
http://www.pbs.org/newshour/rundown/7-5-million-americans-paid-fine-health-insurance-2014/
http://kff.org/health-reform/issue-brief/the-coverage-gap-uninsured-poor-adults-in-states-that-do-not-expand-medicaid-an-update/
http://www.healthline.com/health-news/policy-in-states-that-opt-out-poor-will-fall-into-obamacare-coverage-gap-090413
http://money.cnn.com/2015/01/28/news/economy/obamacare-tax-penalty/
http://www.wsj.com/articles/repayment-of-health-insurance-tax-credits-threatens-refunds-1457461969
http://www.tnj.com/personal-finance/many-workers-would-trade-raises-continued-health-coverage
http://www.marketwatch.com/story/why-80-of-obamacare-plans-are-ineligible-for-this-tax-break-2016-03-29


• The actuaries project that Obamacare will result in an additional $274 billion in administrative 

costs alone over the period of 2014 through 2022 (CMS). That’s equal to almost $14,000 per 

newly insured person. 

• 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 

every state (Cato). 

• Over all, Obamacare’s anti-work provisions will create a long term loss to the economy on the 

order of 5% of GDP – or more than $800 billion a year at current prices (Mankiw). 

That’s only a partial list. And it doesn’t include the two biggest problems: a race to the bottom 

on quality (as health plans opt for narrower and narrower networks) and a race to the top on 

premiums (as health plans try to recoup record losses) and as many of the exchanges face the 

prospect of a “death spiral” in the process. 

Health insurance expert Robert Laszewski notes that UnitedHealth (the largest health insurer in 

the country) and Humana are backing away from the exchanges and other insurers are hinting 

they might do the same, given the large losses they are incurring. Yet there are two companies, 

Molina Healthcare Inc. and Centene Corp that are making a profit. What is their secret? These 

companies are Medicaid contractors and the product they offer is private-sector Medicaid. 

Think about that. In the future the only products that survive in the individual market may be 

Medicaid. 

Throwing good money after bad. So what does Hillary Clinton propose to do about 

Obamacare? Spend more money. She proposes (1) to limit out of pocket costs to 5% of family 

income by offering a tax credit of up to $5,000 for spending above that amount, (2) to limit 

premium expenses to 8.5% of income, (3) to fix the family glitch, whereby dependents who are 

offered unaffordable coverage at work are barred from the exchange and (4) to spend more 

money to enroll people in Medicaid. 

None of this will be of much help to middle class families and none of it changes the structural 

problems of Obamacare. 

She also supports a “public option” in the exchanges and that, of course, would be Medicaid. 

What she apparently doesn’t know (or what left wing voters don’t know) is that two thirds of 

Medicaid enrollees are in plans (see here, page 13) managed by private insurers. 

 

Opening up Medicare to the near elderly. In a concession to Bernie Sanders and the political 

left, Secretary Clinton is suggesting a Medicare buy-in for “people 55 or 50 and up.” Here is 

what she appears to not understand. 

About one-third of Medicare enrollees are in private Medicare Advantage plans that look very 

much like the health plans non-seniors get through their employers and most young seniors 

prefer these plans. They are offered by familiar names: UnitedHealth, Cigna, Humana, Aetna, 

etc. Further, these plans cost less than traditional Medicare and the best MA plans are the only 

https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/Proj2012.pdf
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports
http://www.forbes.com/sites/michaelcannon/2016/02/04/obamacare-is-destroying-jobs-and-heres-the-evidence/#488845023e8c
http://www.forbes.com/sites/johngoodman/2014/06/30/obamacare-is-costing-a-lot-more-than-you-think/#68531afb60dd
http://www.forbes.com/sites/johngoodman/2015/07/06/more-evidence-of-death-spirals-ahead/#449f0b5e3130
http://www.forbes.com/sites/robertlaszewski2/2016/05/06/why-are-centene-and-molina-making-money-on-the-obamacare-exchanges/#45b83aa646fb
http://healthaffairs.org/blog/2015/06/25/six-problems-with-the-aca-that-arent-going-away/
http://healthaffairs.org/blog/2015/06/25/six-problems-with-the-aca-that-arent-going-away/
http://kff.org/medicaid/issue-brief/medicaid-a-primer/
http://www.nytimes.com/2016/05/11/us/politics/hillary-clinton-health-care-public-option.html
http://www.commonwealthfund.org/publications/issue-briefs/2016/jan/does-medicare-advantage-cost-less


place in the country where you can find examples of integrated, coordinated, managed care that 

actually works. 

So, if near seniors enter Medicare Advantage plans they will be enrolling in plans most of them 

already had access to anyway. To make sure this option doesn’t add to the deficit, the enrollees 

would have to be charged an actuarially fair price – one that reflects the expected cost of their 

health insurance. Current estimates place that at a premium of about $7,600 or $15,200 for a 

couple. 

That’s a lot more than they would likely pay today for three reasons. First, health insurance 

acquired at work is usually purchased with pre-tax dollars (a subsidy that can be worth as much 

as half the cost of the insurance), whereas there is no tax break for those who pay Medicare 

premiums. Second, health insurance acquired in the (Obamacare) exchanges often qualifies for 

generous tax subsidies that are, again, not available to Medicare enrollees. Finally, insurance 

premiums in the exchanges are artificially constrained – the premium charged to older enrollees 

cannot exceed the premium charged to younger ones by a factor of three, while the real cost 

difference is six or more. So, even without a tax subsidy, seniors in the exchanges are paying 

premiums that are about one-half what they should be. 

Regulating the Drug Companies. Among other things, Clinton wants Medicare to bargain over 

prices with the drug companies. Will that work? As Donald Trump likes to say, bargaining never 

works unless you are willing to walk away from the table. The Veteran’s Administration actually 

does this. There are drugs the rest of us have access to that veterans don’t, and that’s why the 

VA’s drug bill is lower than comparable private sector costs and even Medicare’s costs. 

When the Congressional Budget Office looked at this question, they concluded that unless 

Medicare is willing to take some drugs off the coverage list (including lifesaving drugs) or 

charges patients a greater payment for some drug rather than others for the same condition, 

Medicare is likely to do no better at negotiating than private insurers do. (See this USA 

Today article.) 

Meanwhile, there are reasons to keep government at bay when it comes to pharmaceuticals. 

As former Senators Bill Frist and Tom Coburn wrote in the Wall Street Journal the other day, 

“researchers and developers spend as much as $2 billion to bring a new drug or therapy to 

market and the regulatory process can take more than 10 years.” 

No one is going to spend $2 billion on a new drug if there is a reasonable chance that in 10 years 

they will get no better than the rate of return on government bonds. 

 

http://www.forbes.com/sites/johngoodman/2014/09/25/is-obamacare-changing-the-way-doctors-practice-medicine/#6bb728977d39
http://www.forbes.com/sites/johngoodman/2014/09/25/is-obamacare-changing-the-way-doctors-practice-medicine/#6bb728977d39
https://www.hillaryclinton.com/briefing/factsheets/2015/09/21/hillary-clinton-plan-for-lowering-prescription-drug-costs/
https://www.hillaryclinton.com/briefing/factsheets/2015/09/21/hillary-clinton-plan-for-lowering-prescription-drug-costs/
https://www.cbo.gov/sites/default/files/110th-congress-2007-2008/reports/drugpricenegotiation.pdf
http://www.usatoday.com/story/news/politics/2016/04/19/feds-should-negotiate-medicare-prices-drugmakers-seniors-say/83095600/
http://www.usatoday.com/story/news/politics/2016/04/19/feds-should-negotiate-medicare-prices-drugmakers-seniors-say/83095600/
http://www.wsj.com/articles/streamlining-medicine-and-saving-lives-1463008050

