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00:05
JIM:  We can’t put the news on today without hearing about something going on with ObamaCare.  It seems like there’s a lot more questions than answers so today we have with us Grace-Marie Turner, President of the Galen Institute, which is a public policy research organization to promote an informed debate over free market ideas for health reform.  She regularly testifies in front of Congress and advised senior government officials, governors and state legislatures on health policy.  She’s been published in hundreds of newspapers including the Wall Street Journal and USA Today, has appeared on ABC’s 20/20 and on hundreds of radio and television programs.  It’s with great pleasure we welcome Grace-Marie Turner to cover her list of 10 ObamaCare predictions for 2014 as well as to fill us in on some of the latest of what’s going on with ObamaCare.  Welcome Grace-Marie.
00:54

GRACE-MARIE:  It’s a pleasure to be with you.  Hello Tony.  Hello Jim.

00:57
JIM:  It’s great to have you.  I think it’s the news of the day is what happened with ObamaCare today.  We’re recording this and I heard just a couple days ago with the website, I believe they switched providers to a Accenture.  Is that correct?
01:11
GRACE-MARIE:  The website developer that has caused such consternation for the administration and for this whole program, the contract is up the end of February and so the federal government has hired Accenture to take over and try to fix it because even though they’re saying, “Oh, people now can enroll,” the information that is going to the insurance companies is very corrupted and they’re having a very hard time finding out who the people are, making sure that the data is correct so a lot of work still needs to be done.  Lord only knows how much money’s going to be spent before this thing is up and running but yet more is going to go to Accenture to try to do that.
01:47

JIM:  I don’t know what to believe anymore with all the stuff that I’m hearing.  The newsperson that talked about Accenture said that they’ve had some issues with government contracts as well with a lot of bugs in the system.  I don’t know.  Was that true?  Is Accenture going to be a better move going forward?  Can we be hopeful that they’ll get some of this stuff fixed?
02:05

GRACE-MARIE:  I’m not a software expert but in talking with software experts, they say it’s very difficult to reverse engineer something that is poorly built in the first place and one of the things that I think we’re going to start seeing a lot about in this coming year is the serious security problems with this website.  Somebody said that trying to add security afterwards is like building a skyscraper and then saying, “Oops, we forgot to put in the plumbing,” and then trying to go and do that later, that plumbing and electrical systems is very difficult to go back in and add those in and in their rush to get this done, they did not build in security so that’s one of the hundreds, if not thousands, of problems that remain with this website that Accenture is going to be able to task with fixing.  Virtually everybody who’s run into this has said that this is just poorly designed from the beginning.  It’s not going to ever work the way that the President described it.  They may be able to patch it together so it can work well enough but I think a lot of companies are still reverting back to pen and paper to get people enrolled.
03:06

TONY:  Would that be I guess your suggestion?  I mean kind of given this is outlook for 2014, specific to the website, is there any comfort or guidance you can give to the consumer of what they should do to be more effective?
03:18
GRACE-MARIE:  If they are signing up for insurance on the exchange website and about 80% of the people who’ve signed up are going to be getting subsidies from early reports so if you want a subsidy, you have to sign up on the exchange website.  Just be very aware that your information is not going to be secure so consumers need to be very vigilant in seeing if there’s anything funny going on with their bank account, with their credit cards because a huge amount of information is available to anybody who wants to tap into this system to about your income, where you live, the names and ages of your children, where you work, how much you make and eventually payment information because you’ve got to pay premiums also.  If they sign up and get these subsidies, they need to be very aware that their information is at risk and be very vigilant in watching to see any early clues.
04:12

TONY:  Correct me if I’m wrong Grace-Marie but I know that the large retailer right now having issues with security breaches with their use of credit cards during the holiday season, there is a federal law that requires some disclosure to the consumer but I thought part of the ObamaCare ACA is the government doesn’t necessarily have to disclose if they discover a breach and I’m not suggesting they won’t but some reason that was excluded in the law that they don’t have to disclose if there is a security breach.  What is the message of that?
04:39

GRACE-MARIE:  That’s right.  That we’re the government and we’re going to help you.  The House of Representatives, actually one of the first bills that they passed when they came back after the new year was a bill that would require the federal government to notify consumers within two days if the government is aware of a security breach.  Now that would have to go through the Senate and still get signed by the President and there is no indication that’s going to happen so that’s why you just have to take care of yourself in the meantime.  The House of Representatives is trying to fix this but it has to because it is not part of the law, as you point out, Congress actually has to pass legislation to require the federal government to notify consumers if their information has been stolen.
05:26

TONY:  Well and first it has to be discovered and I guess that’s going to be more or less now in the new website administrator’s hands to determine if that was the case.  This just sounds a little eerie to me so back to my original question.  Is it practical today to do it by old pencil and paper?
05:43

GRACE-MARIE:  In many states, that’s no longer allowed.  In California, they were allowing people to enroll with these long applications in pencil and paper but ultimately that has to be entered into a website somewhere because the website is the vehicle where all of the data that you put into this application is double checked.  Your information has to be checked first of all to see if you’re a citizen and therefore eligible.  It has to be double checked with the IRS to see if the income that you reported comports with what the IRS said.  It has to jive with state Medicaid programs to see if you’re eligible or already enrolled in Medicaid, to see if you’re on Medicare so therefore you wouldn’t be eligible for these subsidies.  There are many, many different checks that need to happen on every application and that’s one of the reasons this website’s just been so problematic.  It’s hugely complicated so that can only be done on the website so eventually, whether you do it or not, somebody’s going to be entering that information with the website if you need subsidies for your health insurance through the exchanges.
06:46

JIM:  The fact that you brought that up and I know you’ve got 10 things for us to look for in 2014 but as you were talking about these subsidies, I just visited with my son about this just in the last couple of days.  He was talking to some of his friends and he’s in college and what they’re finding out is they’re not eligible for the subsidies because they don’t make enough money because they’re college students and I had actually told him I had discovered this myself with helping a client.  Same thing, he’s got money and he’s got interest income and he’s on social security disability but they don’t count the social security disability income and he wasn’t making enough income for subsidies.  It’s almost like they want to force people into the Title XIX so like in my client’s case, he was being required to spend down his money so that he could get on the Title XIX or welfare program.  I discovered this almost by accident when helping a client.  I don’t think a lot of people are aware of that and as my son had indicated, all his friends are finding out.  They thought they were going to get free healthcare and now they’re finding out what the premiums are going to be and I think that’s why they’re going to have a lot of problems getting young people on.
07:55

GRACE-MARIE:  There’s massive confusion and really one of, I think, the most egregious parts of this law is what it does to young people.  I mean young people were so enthusiastic about President Obama’s election and really even his reelection and yet they are absolutely in the crosshairs of this law.  Despite their enthusiasm for the President and his election, they really are on the hook for making ObamaCare work and I use this term.  The President calls it ObamaCare too.  Young people are being charged much more than they would be expected to consume in health benefit so older and sicker people can pay less.  Many of them are looking at the premiums of sometimes two and three times what they would pay in a properly functioning market for health insurance and they also are facing deductibles on average of $4000, which means that’s how much they have to spend out of pocket before the insurance triggers in.  On top of that, they have to pay premiums and on top of that, they have to pay copayments every time they go see a doctor or go to the hospital so they’re looking at this and they’re saying, “Gee whiz, I could get out of this by just paying the $95 first year fine for not buying health insurance.  That looks like a better deal to me,” but if the young healthy people don’t sign up, then we wind up with the very real risk that these insurance exchanges have a disproportionate number of older sicker people who are going to cost more driving up premiums.  We call it a death spiral where more and more people that are sicker and older sign up.  The premiums go up; therefore, fewer younger healthy people sign up and on and on they go until the premiums get so expensive that very, very few people could actually afford them so they need the young healthy people but they’re most penalized financially because they’re charged disproportionately more for this health insurance.
09:52

JIM:  I’ve been hearing all year having trouble getting the exchanges going, companies that didn’t want to get in the marketplace and I was hearing on the news today that they’re offering subsidies to insurance companies so if they lose a bunch of money by what you describe, that the government will bail out the insurance companies to help keep those premiums lower.  What do you think about that?  Is that true or is that something that’s going to be happening or how’s that work?
10:18

GRACE-MARIE:  Well, basically the insurance companies are becoming regulated utilities.  They’re told what the policy has to cover, how it has to be structured, what the rules have to be that it operates under and they’re being told how much they can charge in premiums.  There is though in the law a reinsurance and risk adjustment and risk corridor provisions in the law to protect them from going under if this death spiral does get started but taxpayers are on the hook either way.  They’re on the hook whether or not they’re paying through this what many people call the bailout of the insurance companies but if the insurance premiums go up, then taxpayers are on the hook for their share of those premiums and so the law itself is structurally unsound.  It doesn’t work the way markets would work and so taxpayers are going to be on the hook either way.
11:09

JIM:  And it’s completely uncertain how much.  I mean nobody can really put a pencil to this.  We’ve got to take a short break and I’m really looking forward to this next segment.  We’re going to talk about your 10 predictions for 2014 so please stay tuned.
[BREAK]

11:52
JIM:  Welcome back as we discuss today the Affordable Care Act, better known as ObamaCare, with Grace-Marie Turner, who is the President of the Galen Institute, and before Grace we talk about your 10 predictions for 2014, let’s just remind people what your institute is for and does and also the website if they want some resources available to them.
12:12
GRACE-MARIE:  Thank you.  Yes, the Galen Institute, we’re a nonprofit think tank specializing in free market health reform and people can find out more about us and sign up for our weekly email alerts at galen.org and I welcome people to visit us and continue this conversation there.

12:31

JIM:  Well, as we record this near the beginning of 2014, this is always the time to be making predictions for the year so with our time remaining, let’s talk about your 10 predictions for 2014.
12:42
GRACE-MARIE:  Starting with the administration’s estimates that about six million people so far are enrolled in ObamaCare coverage.  I really question those numbers.  Almost four million of them are people who are in Medicaid, many of whom have just renewed their coverage, so you’ve got two million people who’ve signed up for insurance in the exchange but signing up does not mean paying your premium and actually being covered by the policy.  It’s sort of like putting something in your shopping basket at Amazon.com.  Until you pay and go to the checkout and actually give them your credit card, you don’t own it and that’s really one of my concerns is that many of the people who’ve signed up for coverage when they get their premium bill, which may be $1100, that they will just simply not pay the premium and even worse, those they may pay a month or two but then not continue to make those payments and so they will no longer have coverage.  There’s a bridge.  There’s a temporary extension of the policy if they don’t pay but I think we could wind up with many people not paying and even those who do pay will stop paying.  I also think that we may find that many of those who are enrolling in the exchanges are people who’ve lost their coverage before.  Remember we’ve heard about the five million people who lost their policies in the individual market because they didn’t comply with the ObamaCare mandates and the insurance companies were forced to cancel them.  Most of them offered their insured people new policies but if people go to the exchanges, they can get a new policy and a subsidy if they make less than about $94,000 a year for a family of four so I’m worried that many of the new enrollees in the exchanges will actually be people who’ve lost their insurance from before and not very many of the uninsured, which leads me to yet another problem or broken promise.  Many of those who voted to enact this law did so because they said this is going to get us to universal coverage.  Well, if you wind up…  First of all, the Congressional Budget Office says that 30 million people are still going to be uninsured even after the law is fully in place, even under the best case scenario but I am worried that that number could even be higher because you’re going to wind up with people who’ve lost their coverage can’t afford the expensive new coverage and many of the people in the exchanges are people who’ve simply been pushed into the exchanges because they’ve lost coverage elsewhere.  As a result, I think that many of the uninsured are unlikely to enroll.  They will be looking at these premiums of $3000 a year, probably carrying a $4000 annual deductible and they’re just going to say, “You know, it’s just not worth the money.”  The reason most people were uninsured in the first place was because they couldn’t afford the premiums and that is also going to be the case.  This insurance is very expensive, largely because it is required to cover so many benefits, many, many more than most people purchased on their own when they were making their own decisions about coverage and remember, many people are very distressed that they’ve lost their plans.  That’s the reason the President’s in so much trouble over having not told them the truth about that.  They liked their plans and their coverage.  They wanted control over the benefits and the deductibles and the structure of the plan and particularly the doctors they can see and I think that the big thing that we’re going to be looking for this year is the cancellation of small business policies.  There are tens of millions of people with coverage through small businesses that were able to roll their policies over last year into this year under the old rules so their premiums are not going to be soaring but once those policies expire this year, then they’re going to have to be rewritten under the ObamaCare rules and most companies say they’re facing premium increases of as much as 40% to 50% and they say they just can’t afford that and so I think that many people with coverage through small businesses may find that the small businesses say, “I’m sorry.  We just can’t provide coverage anymore,” and they are then going to be pushed into the exchanges where they’re also going to be facing these high premiums and high deductibles.  I also think that when all is said and done, the open enrollment period for 2014 ends on March 31 of this year and I think that you’re very likely to see that the great majority of the people who are signing up will be those who’ve enrolled in Medicaid.  Medicaid is virtually free and so that’s going to be the policy that is going to be most affordable to people but only available to people under this current structure of the law up to 138% of poverty, which is about $32,000 a year for a family of four so those are some of my predictions.  I also think that we need to keep a close eye on the court cases that are going to be coming down.  There are several major challenges with this law, some of them structural, including whether or not these subsidies can flow through the federal exchanges; 36 states are relying on the federal government to set up their exchanges because they just didn’t support the law or didn’t feel that their state had the resources to set up one of these complicated websites and if the courts determine that…  The law says that the subsidies can only go through state exchanges and if the courts say, “Yes, that’s what the law says.  People in those 36 states are not eligible for federal exchange subsidies,” then all hell’s going to break loose and I think you’re going to start to see some serious, serious efforts to make major structural changes to this law.
18:30

TONY:  That tees up an incredible amount of additional uncertainty for the year.  What scares me the most, as you illustrated there, is the surprise as people’s policies expire this year.  I mean I know myself as having individual insurance, I had a significant rate increase but I’m still under the old rules and I know this year that big surprise is coming and there’s just no way to prepare for what it is and what that price will be so when my President said to me, “You can keep you insurance,” he didn’t mention I probably won’t be able to afford it.
19:03

GRACE-MARIE:  Yeah, that’s right and I think that the website rollout was such a fiasco that it’s really given a black eye to this law but still even before the website rolled out, 39% of the American people supported it and that’s not enough when 100% of people are affected by this law.  You’re required to have coverage.  If you don’t have it, small businesses, big businesses are all affected, 20 new taxes in the law.  If you’re on Medicare, you’re going to start to see physician payments cut.  You’re going to see a lot of changes in the Medicare Advantage programs.  If you’re on Medicaid, there are going to be millions of new people you’re competing with to see the relatively limited number of doctors that can see.  Everybody’s affected by this and the fact that it has such weak support I think really is going to have a big impact on when the voters go to the polls in November, what they have to say about this.  One final thing that we didn’t talk about is the employer mandate.  Employers are required to provide coverage or pay a fine and the President postponed that for a year.  Well, he’ll have to make a decision this fall whether or not to re-impose that.  Well, we know that that’s having a big impact in job dislocation where people are being put on part-time.  Jobs are not being created.  Companies are being sold in order to keep under the 50-employee limit, which is the trigger for where employers have to provide health insurance.  There are a lot of economic dislocations.  Is the President heading in to the 2014 midterm Congressional election going to re-impose that employer mandate and once again cause this cascade of damage throughout the economy?  I don’t know.  If he doesn’t do that and if he extends it a year again, if the individual mandate is delayed and if the courts were to determine that the subsidies cannot flow through the federal exchanges as the law says, then I think that you’re going to start to see really major changes to this law, both just because of economic forces pressing on it as well as the political forces that are going to really require change.  The Wall Street Journal had an editorial late last year that said, “Obama repeals ObamaCare,” and I think that’s really an issue.
21:22

JIM:  That’s really an interesting viewpoint actually if you think it’s a really interesting perspective.
21:27

GRACE-MARIE:  We have on our website a list of the 31 major changes already made to ObamaCare, many by President’s executive order and others by actually passing through Congress so there already have been a number of changes.  I think this is only the beginning.
21:42

JIM:  Well, and the tragedy is everything you just said there is the taxpayer, which is the American citizen today, is going to have to suffer the consequences of this implementation and maybe by the time they feel the pain to try and reverse it through, whether it’s the polls in the fall or maybe the next Presidential election, it’s going to be so embedded in our economy, I just can’t fathom the unraveling of it back to the traditional system when so many people have been converted to these new policies.  I just can’t imagine the mess.  If it’s a mess to enroll it, how do you un-enroll it?
22:17
GRACE-MARIE:  We have to look for the opportunity in adversity, don’t we, the Chinese proverb.

22:21

JIM:  Yes, yes, no doubt about it.  Well, listen, you have just been a wealth of information today and I truly hope that listeners today at least are willing to look at a balanced approach of information and data that’s coming our way.  Again, you’re a nonprofit association just trying to provide analysis and information and again share your website so people can go to there for that list of 31 and I’m sure many other resources available.
22:44

GRACE-MARIE:  Yes, the list of 31 changes already made and the list of my 10 predictions, all available at galen.org.  I invite people to visit us and thank you so much Tony and Jim for inviting me to be on your show.
22:57

JIM:  Well, Grace-Marie I promise you this.  With the landscape continuing to evolve, you are probably going to be a pretty regular guest for us this coming year so please be available and we look forward to you joining us again.
23:07

GRACE-MARIE:  Thank you so much.  Pleasure to talk with you both.
23:10

JIM:  Thanks for joining us this week and tune in again next week as we explore another phase of the Real Wealth process and remember, if anything you heard in today’s show you’d like to get more information about, contact your Real Wealth advisor.  Also, if you feel that any of this information would be helpful to a friend or family member, just click the Forward to a Friend button.
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