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Background
Our long-term fiscal problem is clear: Medicare and Medicaid spending is driving the U.S. further into 
debt and toward the most predictable economic collapse in our nation’s history. Unless action is taken 
now, these critical safety nets will no longer exist for those who need them most.

With the passage of President Obama’s health care law in 2010, we’ve seen the health inflation 
problem exacerbated with a $1.4 trillion increase in health care spending over the next decade. This 
spending will not only be financed with borrowed money, but, in the judgment of the non-partisan 
Congressional Budget Office, will fail to reduce the pressure of spiraling health care costs on the fed-
eral budget.

At its core, the health care problem is one of inflation, driven by the fundamentally flawed fee-for 
service payment structure of Medicare, the overutilization of health care services, dramatic underpay-
ments to providers, and massive inefficiencies in the health care market.

In this brief memo, I’d like to outline the solution to our health care crisis which is to repeal the Presi-
dent’s new health care law and reform our health care entitlements with solutions that are patient-
centered and market-driven. 



Your support of Prosperity Action ensures that men and women are elected to Congress to serve as 
advocates for these common-sense policies we need to get our fiscal house in order and save these 
important programs from bankruptcy.

Repealing Obamacare
President Obama’s failed health care policies have made our debt crisis even worse. As Americans’ 
health care costs continue to increase, along with our national debt, there’s a renewed interest on the 
part of the American people to fix our debt-driven fiscal crisis and its underlying cause: health care 
inflation.

Our nation is faced with a choice of two futures: One future in which bureaucrats make health care 
decisions for you and your family, and another future in which those decisions are left to patients, their 
families, and their doctors. I’m confident that the American people will reject President Obama’s failed 
policies and reliance on the flawed design of open-ended, subsidized government health care.

Three Principles for Reform
We cannot stop at repeal. We have a responsibility to repair the broken framework of broken govern-
ment policies that have made health care in America a mess.

To be sure, while Republicans have advanced a number of good ideas on health care, astute observ-
ers will note that the party as a whole has not yet coalesced around a unifying reform agenda aimed 
at reining in the runaway inflation in the cost of health care. Here are the three keys to a patient-cen-
tered approach to health reform:

         ü    Premium support for Medicare
         ü Block grants to state Medicaid programs
         ü Patient-centered tax reform

Medicare
Today, the government, through Medicare, reimburses providers of care -- doctors and hospitals -- for 
each service they perform according to a government-mandated payment formula. The reimburse-
ment is made irrespective of the quality of care they provide. As a consequence, the system encour-
ages a culture of waste because providers have no incentive to deliver high quality care at the lowest 
cost.

Premium support in Medicare is the essential patient-centered reform. This approach, which is in the 
House-passed budget and has bipartisan support, would empower patients to make decisions about 
the type of care they want and encourage doctors and hospitals to provide care more efficiently.



Medicaid
At the State level, Medicaid is wrecking state budgets by a flawed formula for matching federal funds.  
As a result, State governments are focused on maximizing the federal government’s share of Medic-
aid instead of delivering high quality, cost-effective coverage for their most vulnerable residents.  

The States need greater flexibility in administering their Medicaid programs. By converting the federal 
contribution to each State into a block grant, states will be freed from the shackles of federal man-
dates and will have the ability to tailor their program to fit the unique needs of their beneficiaries. 

Tax Reform
The current tax treatment of health care was designed for a 20th Century economy and doesn’t reflect 
the changing trends in American behavior. By reforming the tax code, we can empower patients with 
health plans that are portable through a refundable tax credit. This will enable Americans to keep their 
insurance coverage when they move to another job or are looking for work.

Next Steps
When I launched Prosperity Action earlier this year, I presented a clear mission: we have to help 
those who are with us and replace those who aren’t.

ü We need to support those Members of Congress who aren’t afraid to make the tough,                     
    but necessary, decisions to secure our fiscal future, and, when necessary
ü We need to replace timid Members of Congress with bold conservatives who know   
    what needs to be done.
ü We have to fight Democrats’ lies and demagoguery with the facts.

It’s clear that President Obama isn’t running away from Obamacare -- quite the opposite. In 2012, I 
expect health reform will continue to be a critical issue. Americans’ health care costs are going up, de-
spite President Obama’s promises to the contrary while future generations will shoulder an increased 
burden of debt.

Through Prosperity Action, I plan on providing critical support to my Republican allies in Congress 
and challenging Democrats when they mislead voters about our proposals. Your financial contribu-
tions are essential to this message. Please consider contributing today.


