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How a Federal Health Board Will Cancel 
Private Coverage and Care 
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Americans may be in for some unpleasant
changes. President-elect Barack Obama,1 Senator
Max Baucus (D–MT),2 and former Senator Thomas
Daschle (D–SD)—Obama’s choice for secretary of
the U.S. Department of Health and Human Services
(HHS)3—have outlined policy proposals that, if
enacted, would negatively impact private health
care for millions of Americans. Private health plans
and medical practice might continue to formally
exist, but many crucial health care decisions would
be made in Washington. All three politicians have
advocated the creation of a new public agency—
variously described as an institute, board, or coun-
cil—that would make key recommendations
regarding the kinds of medical technologies, treat-
ments, drugs, and procedures that would be offi-
cially deemed “effective.” To the extent that these
recommendations were imposed as a condition for
reimbursement, they would constitute an unprece-
dented level of government regulation and control
over the delivery of health care.

Each of these three politicians have also pro-
posed the creation of a new government health
plan—sometimes described as a plan like Medicare,
other times as a plan “like the FEHBP”—that would
“compete” directly with private health plans. The
creation of a new public plan would result in mil-
lions of Americans losing their employment-based
coverage coupled with a massive expansion of gov-
ernment coverage and financial control. 

The Federal Health Board. During the presi-
dential campaign, Obama proposed the creation of

an institute that would judge the “comparative
effectiveness” of medical treatments, procedures,
and therapies, as well as drugs, devices, and tech-
nologies. Baucus has also called for the creation of
such an institute. More recently, Daschle outlined in
much greater detail a similar proposal for a congres-
sionally created Federal Health Board modeled on
the Federal Reserve Board,4 with a governing body
of politically appointed experts but “insulated from
politics.” Daschle’s health board would exercise
many powers similar to the proposed National
Health Board, a key feature of the ill-fated Health
Security Act of 1993.5

Concentrated Power. The expertise of men and
women from the health care sector of the econ-
omy—regardless of their professional achievements
in medical science, biomedical research, technology,
or clinical experience—would, for all practical pur-
poses, be subordinated to the expertise of those
appointed to the health board. 

In Daschle’s version of this new public agency, its
“experts” would “oversee the health care industry”
and have the knowledge and power to make “com-
plicated medical decisions and the independence to
resist political pressures.” Additionally, these gov-
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ernment experts would “help define evidence-based
benefits and lower overall spending by determining
which medicines, treatments, and procedures are
most effective—and identifying those that do not
justify their high price tags.”6 This means denying
payment. The health board would also:123456

• Set the rules for health insurers who would par-
ticipate in a national health insurance exchange
and recommend benefits coverage, including
drugs and medical procedures backed by “solid
evidence”; 

• “Rank” therapies and medical services based on
their cost effectiveness; 

• Suggest priorities for medical research; and 

• “Align incentives with the provision of quality
care,” as defined by the health board, through
Medicare-style “pay for performance” rules for
doctors and other medical professionals who
comply with government practice guidelines.7 

Daschle is frank and forthright about the enor-
mous power of his proposed Federal Health Board.
Such a body, he admits, would alter the traditional
doctor-patient relationship. “Doctors and patients

might resent any encroachment on their ability to
choose certain treatments,” he says, “even if they are
expensive or ineffective compared to the alterna-
tives.”8 While the health board’s decisions, at least
initially, would affect all Americans enrolled in gov-
ernment health programs, their elected representa-
tives would, as a practical matter, have little to say
about coverage for drugs or medical procedures or
health benefits. “I expect,” he explains, “that most
members of Congress would be glad to be rid of
their responsibility for controversial health policy
decisions.”9 While the health board decisions
would initially affect enrollees in government health
programs, Senator Daschle says that Congress
“…could, for example, link the tax exclusion for
health insurance that complies with the health
board’s recommendation.”10 Noncompliance in the
private sector, in other words, would result in a
severe tax penalty on employers and employees. For
ordinary Americans, there would be little point in
complaining to their congressman. Independent of
Congress and the White House, as the senator freely
concedes, the power wielded by the health board
“is not small, and delegation over health policy deci-
sions rightly raises concerns.”11 
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Government Health Plan. A second key feature
of the Obama-Daschle-Baucus health policy agenda
is the creation of a new government health plan. All
three politicians envision a new national plan that
would compete with approved private health plans
in a national health insurance exchange. In the
Obama proposal, the new government plan would
be open to the uninsured and those ineligible for
other government coverage, have comprehensive
benefits, and have only “fair” premiums and “mini-
mal” cost sharing.12 In the Baucus proposal, the
government plan would be “similar” to Medicare.13

In the Daschle proposal, the Federal Health Board
would work with Medicare to develop a “public
insurance option” for the national pool.14

Ostensibly, the government plan would compete
directly with private health plans. This is, of course,
a dramatic break with the FEHBP model, celebrated
by President-elect Obama: The FEHBP has no gov-
ernment health plan at all. In any case, a fair com-
petition is unlikely, if not impossible15: The
government would not only be a participant in the
competition but would also be setting the rules for
the competition. With the government plan, tax-
payers would presumably absorb all of the risks,
losses, and liabilities of such an enterprise, while
private health plans would absorb their own risks,
losses, and liabilities. Consequently, from the begin-
ning, such a competition could not possibly be fair
in any meaningful sense.

When evaluating the “fairness” of any national
health insurance exchange, a key issue is whether
the government’s rules—particularly for benefits,
financing, and solvency—apply equally to the gov-
ernment plan and the private plans that are sup-
posed to compete with it. If they do not, the

proposed “competition,” presumably with the gov-
ernment plan having special advantages, is a mean-
ingless charade. If the rules are the same for all
plans, then logically there is no point to having a
government health plan at all. In any event, the
right of an individual to make a personal choice,
based on their determination of what package of
benefits would be best for them, would simply be
out of the question in such an arrangement. This
scenario would be even more likely under the super-
vision of Daschle’s proposed Federal Health Board. 

Despite official rhetoric to the contrary, genuine
market competition is not envisioned in any of these
proposals. Indisputably, the professional literature
shows that the expansion of government health cov-
erage (Medicaid and SCHIP), a key element of the
Obama health plan, “crowds out” existing private
health options.16 The Lewin Group, a prominent
econometrics firm based in Virginia, estimated that
the Obama health plan would prompt big changes in
the kind of coverage millions of Americans would
recieve, regardless of individual preference. While
21.6 million Americans would lose private health
coverage, an estimated 48.3 million would be
enrolled in government coverage, including the new
government health plan, as well as Medicaid and
SCHIP. Because employers would switch from pri-
vate coverage to the new government health plan, an
estimated 18.6 million employees would be enrolled
in the new government plan, while an estimated
13.1 million individuals would enroll from the non-
group market.17 In other words, there is simply no
truth to the idea that, for individuals and families,
nothing will change. 

The Loss of Private Coverage. President-elect
Obama promised change. But in health care, he
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promised that change would ensure patient choice
of doctor and care without government inter-
ference. He also promised those who have health
insurance that their coverage would not change and
those without would get the same kind of insurance
available to Members of Congress in the FEHBP.

Two key policy proposals, especially if they are
further refined along the lines suggested by
Daschle, would ensure that Obama could not

deliver on those promises. For millions of Ameri-
cans, a powerful Federal Health Board, plus the
dynamics of a controlled “market” dominated by a
government health plan, would end their existing
private coverage and ensure unprecedented govern-
ment interference in the delivery of care.
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