
No Free Lunch: The True Cost of ObamaCare

 # 590  October 2009 

 
 
 

No Free Lunch: The True Cost of ObamaCare

by Matt Patterson 

 

Far from providing "affordable" care for everyone, as President Obama has promised,1 the main 
health care proposals working their way through Congress would in fact come at a painful price - 
higher insurance premiums, more and higher taxes, fewer jobs, lower wages, a reduced 
standard of living and an erosion of privacy and individual liberty.

Here's what ObamaCare would cost you, and how.

Higher Insurance Premiums

Government meddling in the health insurance market leads to higher premiums.  

States which have instituted ObamaCare-like programs in recent decades have seen their 
average insurance premiums skyrocket2: In Kentucky, for example, average premiums shot up 
an astounding 36-165 percent after a 1994 government-managed reform measure was passed,3 
Washington state residents saw a premium increase of up to 78 percent4 as a result of a similar 
program.  State-managed care in Massachusetts has led to the most expensive average family 
plans in the nation.5

A study commissioned by the health-insurance industry found that provisions in one ObamaCare 
plan would increase health-insurance costs by $4,000 for the average family and $1,500 for the 
average individual.6  Another study, which was sponsored by Blue Cross Blue Shield, found that 
"premiums will rise up to 50 percent for individual policies and 19 percent for small group plans 
if health care reform passes."7

Bottom line: Billions in new taxes and fees on insurers and health-care companies8 would be 
necessary to pay for ObamaCare - costs that would then be passed on to the consumer in the 
form of higher premiums.  

Higher Taxes

When government promises to subsidize and expand health coverage, more and higher taxes 
are sure to follow.

Michael F. Cannon, director of health policy studies at the Cato Institute, concludes that "some 
middle-income earners would face marginal tax rates over 50 percent (before state taxes)"9 
under one version of ObamaCare.  Michael D. Tanner, a senior fellow at Cato, worries that 
ObamaCare may add up to "one of the largest tax increases in U.S. history."10  The Wall Street 
Journal makes no bones about it: ObamaCare will be paid for with "huge tax increases."11

How huge?  According to Jeffrey H. Anderson, Ph.D, senior fellow of health care studies at the 
Pacific Research Institute, one ObamaCare proposal would "raise taxes by $2.3 trillion,"12 over 
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the next two decades.  Yes, trillion.

And it isn't just federal taxes that would go up:  ObamaCare's proposed expansion of Medicaid 
would amount to a $33 billion "unfunded mandate"13 on the already cash-strapped states - 
necessitating higher state taxes.

Bottom line:  Government cannot provide free or subsidized care for someone without taking 
money from someone else - and that someone else may be you.

Lower Wages/Fewer Jobs

ObamaCare would lead to reduced wages and further depress the job market, hitting low-skilled 
and low-income workers hardest.

New taxes and fees imposed on businesses by ObamaCare would "discourage companies from 
hiring or continuing to employ low-income and moderate-income workers,"14 according to the 
Heritage Foundation.  Small-business owners who do not generate enough revenue to pay their 
workers' wages in addition to the new taxes and fees "would be forced to lay off their lowest-
paid employees to comply with the law."15  

And it won't just be low-income workers who see a smaller paycheck - an analysis by Fortune 
magazine's Shawn Tully concludes that ObamaCare would lead to "a steep, shocking decrease" 
in the incomes of middle-class workers.16  

Bottom line:  National health care means higher taxes on employers.  Higher taxes on employers 
means fewer jobs and lower salaries.

Standard of Living

The massive government spending required to finance national health care would significantly 
expand the federal deficit17 with ruinous consequences for every American's standard of living.

As Federal Reserve Chairman Ben Bernanke explained, "By holding down the growth of national 
saving and real capital accumulation, the prospective increase in the budget deficit will place at 
risk future living standards of our country."18  And according to the Congressional Budget Office, 
"Large budget deficits would reduce national saving, leading to more borrowing from abroad and 
less domestic investment, which in turn would depress income growth in the United States.  
Over time, the accumulation of debt would seriously harm the economy."19

Bottom line:  ObamaCare would means huge deficits, and deficits soak up money from the 
economy that would otherwise be used for the savings and investment needed for economic 
growth.

Medicare Benefits

ObamaCare would pay for itself, in part, with hundreds of billions of dollars in cuts to Medicare 
and Medicare Advantage.20

Most of these cuts are claimed to target "waste, fraud, and abuse,"21 but one man's waste may 
be another man's life-improving surgery.  And despite claims to the contrary, if adopted, these 
payment cuts will lead to reduced benefits for seniors.22

For instance, if the prospective cuts to Medicare Advantage are made, writes Michael D. Tanner 
of Cato, "many insurers are expected to stop participating in the program, while others will 
probably increase the premiums they charge seniors."23  The Congressional Budget Office 
agrees, saying that cuts to Medicare Advantage "could lead many plans to limit the benefits they 
offer, raise their premiums, or withdraw from the program,"24 devastating seniors' health care 
options.

Various ObamaCare proposals also assume steep cuts in Medicare payments to doctors.  Noting 
that Senate Finance Committee Chairman Max Baucus' ObamaCare proposal would cut payments 
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to doctors by 25 percent in 2011, with even steeper cuts later, the Wall Street Journal says 
these cuts "will cause many doctors to quit the program."25 Medicare patients already have 
difficulty finding doctors, especially in some markets, and ObamaCare would exacerbate this 
difficulty by shrinking the number of doctors willing to treat Medicare patients at the very time 
the number of Medicare recipients is increasing (due to the retirement of baby boomers, and 
other factors).

Bottom line:  ObamaCare means less Medicare - a lot less.

Privacy

ObamaCare would erode your privacy by expanding the IRS and mandating that insurers, 
employers and government agencies share with one another your personal financial information.

According to an analysis by the Washington Examiner's Byron York, ObamaCare would mean "an 
expanded and more intrusive IRS,"26 which "would become the main agency for determining who 
has an 'acceptable' health insurance plan; for finding and punishing those who don't have such a 
plan; for subsidizing individual health insurance costs through the issuance of a tax credits; and 
for enforcing the rules on those who attempt to opt out, abuse, or game the system."27 

Additionally, an ObamaCare tax on employers based on their employees' income would 
necessitate your employer knowing your family's entire income from all sources, information 
which would then be shared with the insurance company and auditable by the government.28

Bottom line:  ObamaCare regulations would result in a larger, more powerful IRS, and ensure 
that more of your personal information is shared with more people.

Your Freedom

ObamaCare would enlarge the state at the expense of your freedom.

Think you are too healthy or too young to need insurance?  Think you have the right to make 
that decision?  Guess again, because a fundamental feature of ObamaCare is an "individual 
mandate," that is, a federal requirement that every citizen must have health insurance.

ObamaCare would fundamentally alter the relationship between citizen and state by requiring, 
under threat of penalty, every American to obtain something the government deems necessary 
as a condition of legitimate citizenship.  As the Congressional Budget Office put it, ObamaCare 
"would establish a requirement for [legal U.S. residents] to obtain insurance and would in many 
cases impose a financial penalty on people who did not do so."29

Bottom line:  This "individual mandate" would constitute a gross abuse of governmental power 
and a violation of every American's right to decide what is best for themselves and his or her 
family.

*     *     *

ObamaCare won't save us money, nationally or individually.  Instead, it will increase insurance 
premiums, raise taxes, depress wages, siphon jobs, explode the deficit, reduce our living 
standards, rob us of privacy and erode our personal liberty.  

That's the kind of "free" care we just can't afford.

 
- Matt Patterson is a policy analyst at the National Center for Public Policy Research
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