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Executive Summary

	Please remove all instruction boxes (including this one) after completing your work. 
Please read the Competition Rules (available at http://freedomteam.in/policy). Please join the Policy Competition Google Group to receive further instructions or guidance on this competition.

· Use of this template is mandatory. 
· Please start a fresh template for each policy and complete all sections. 

· Enter your personal particulars at the start of the template (and nowhere else).

· Please do not change any font/style. Use “Rs” for Rupees. The new Rupee symbol font may not be legible to all assessors.
· Please do not change the numbering of the ten sections, and do not delete any section. If the section numbering gets disturbed, please amend it to match the original template.

· You can add as many sub-headings as necessary within each section. 

· There is no word limit or page limit on the policies or attachments, but clarity and conciseness is valued by FTI.
Executive Summary

· In this section (Executive Summary) please highlight your key findings, preferably in not more than two pages.


Sub-header 1 [Please replace with your words]

Sub-header 2 [Please replace with your words
1. What would happen without any role for government
	Instruction: 
· Assume the existence of a limited government which looks after security, police and justice and ensures the rule of law (including enforcement of private contracts).
· Now imagine the entirely free market – i.e. without any law, regulation or subsidy for this policy area (not even licensing or registration). People freely implement their plans, and their contracts and agreements are enforced. This was typical of most activities in the past, and forms the base case. The general policy design principle is that any government intervention (Q.4) must do as well or better than the base case.

· Use historical literature or theory to explain what would happen in such a situation. 

· Consider buses, for instance. In the past there was no regulation of buses, which led to a specific competitive outcome (see Daniel Klein’s Curb Rights). Or consider school education. In the absence of a role for government, children of the poor might not get high quality education. Or infrastructure might be under-supplied.
A base case often discloses specific weaknesses in incentives that form part of the free market. The competitive failure in buses, for instance, originates from the failure of society to define a particular property right (in bus stops). Analysis of the specific causes of any problem/s or weaknesses in the base case is considered in Q.2.
Note: 

For first order functions of government: For policies relating to the core (or first order) functions of government (such as defence and justice), the equivalent to Question 1 becomes: “What would happen in the absence of government (state of nature)?” 

It can usually be demonstrated that it is beneficial for government to play some role in these core policy areas. 
But such role need not involve direct management. Even police, prisons and justice system can benefit from innovative market-based approaches that use incentives effectively to help society achieve a cost-effective defence, policy and justice system. 


1.1 Sub-header 1 [Please replace with your words]

I strongly believe that health (which directly would be linked to life) could potentially be first order function of a limited government.  At least emergency care and specially preventive as well as children’s health should be considered for first order function of the government though alternate models based on free market could be developed.

Without any role of government following things would happen in the base case

1. we are in an era of modern medicine though India has got a very strong base for ayurveda and other forms of medicine. Mainly due to the issue of affordability of the modern healthcare those who can not afford it would be left to die.

2. in today’s age of modern medicine preventive vaccines would be difficult to be provided specially for poor/illiterate people, hence at least a role for increasing there awareness by gov or charities/NGO seems to be a basic minimum requirement

3.   without any regulation and licensing (though they are not necessarily always good to have) it is possible that quacks and fake doctors/unethical doctors  will start exploiting people. The actual harmful effects might not be evident straight away and might take few years to be realised by patient or family. E.g. unindicted removal of women’s womb or removal of kidney on the pretext of appendix surgery and then illegal sale of such organs is rampant and what sees the light of the day (even with today’s 24hr media reporting) seems to be just the tip of the iceberg. 
4. similarly insurance frauds are also common
1.1.1 Sub-header 2 [Please replace with your words]

2. Identify problem/s with the base case and explain why these are problems 

	Instruction: 

· Please identify in this section any problem/s with the “without government case”. This should be done as precisely as possible. Evidence should be adduced to demonstrate that such problems actually arise. Discuss the magnitude of any such problems.

· Thereafter please identify the likely causes of these problems. As noted in instructions for Q.1, the competitive failure identified in the bus market originated from a failure to define a particular property right (in bus stops). Such analysis will lead to possible options for solving the problem (Q.4). 

· Please explain why free citizens through their individual voluntary actions (market) can’t resolve these identified problems (e.g. through self-regulation).
· Retain for any further analysis (Q.3 and beyond) only real problems identified in Q.2 that citizens are demonstrably unable to resolve on their own.


2.1 Sub-header 1 [Please replace with your words]

2.1.1 Sub-header 2 [Please replace with your words]

The main problem with without the gov (base case) is that today’s health sector has become not only modern but also complex. Lots of newer therapies/surgeries/pills have come on to the market. It will most likely be beyond lay persons capacity to be able to escape the epidemic of unethical practices happening in today’s India without some mechanism (not necessarily be a gov) to guide and fall back if he feels that he has been mis-treated.

One of the root causes of many problems with base case (I would say that this would apply to  most of the policies) is that at present we do not have an efficient and trustworthy police/judicial system. Hence all illegal and unethical medical practitioners have a free run at the moment especially when the patient is poor/illiterate.

Unfortunately only very few cases come out in the media. Recently it was reported that one of villages in Andhra has got no single women whose uterus has not been surgically removed that too on the pretext of doing some other surgery. This includes an 18 yr old young woman. Being in medical field I know that 90 % of women’s gynaecological problems are treatable with medicines and uterus removal should be an exception but here it’s a rule. On further analysis it seems that at least some of these operations were done by doctors so that they can claim money from some free health insurance scheme by gov for poor people.

Illegal removal and sale of kidney’s is another such example

First principles test (of classical liberalism)
	Instruction: 

· Now examine the issues or problem/s identified in Q. 2 using the framework of classical liberalism. This can involve asking whether the problem/s invoke any first order or second order function of the government. 
· FTI’s basic principles provide some guidance about issues in which government should have a “first principles” role (the so-called core or first order functions), and issues in which a government should (ideally) stay out unless absolutely necessary (some second order functions, and almost all third order functions).
· If the problems identified in Q.2 do not fall in the first two categories, then explain why a (liberal) government would need to consider these problems at all? 


2.2 Sub-header 1 [Please replace with your words]

2.2.1 Sub-header 2 [Please replace with your words]

As mentioned before health policy should be at least a second order function with potential for some aspects being first order function (e.g. prevention of epidemics, children’s and mothers health etc). protection of life and liberty would not be possible without protection of health specially where one person’s action/negligence can have unintentional harmful effects on rest of the population e.g. communicable diseases.  As the direct /indirect effects of interventions such as vaccination for polio etc might take some time before a full blown epidemic starts and can be difficult to monitor, it will be difficult for individual citizen to resolve these by individual voluntary actions.
Also if health is neglected for long enough it will become a life and death issue eventually hence there has to be some provision for acute and emergency care of all the citizens in the first instance. Of course once it is resolved various financial and free market mechanisms can be used to avoid using subsidies for what might look like free care for emergency situations.  

3. Options: What can government do about the problem/s?
	Instruction: 

· Assuming that a classical liberal government can potentially play a role in dealing with the problems identified in Q.2, what can such government do to (potentially) solve them?

· Please list the full range of options available to a government, from most onerous (for citizens) to least onerous, to address such problems. For instance, a light-handed option to solve the competition failure in the bus market might involve clearer allocation of property rights (e.g. for bus stops). The heavy-handed option would include direct ownership and management of buses by government.
· Heavy handed options are generally based on socialist ideas or a belief that bureaucrats know best for us: the people. Classical liberals shun heavy-handed approaches and look for market- and incentives-based solutions. In particular, the classical liberal is fundamentally opposed to the government being a businessman. A way must be sought to regulate the market, if any serious problem has been identified. Direct management by government of any sector that can be potentially privately managed through good regulation is anathema to the classical liberal. Even where supply of infrastructure is involved, there is no direct implication that a government should provide it. Wherever possible, users must pay for any service not used equally by all citizens.
· Which of these options can potentially work better than the base case (free market)? 
· To what extent do each of these policy options allow markets to determine supply, demand, and prices? The more the market testing of any relevant prices, the better. 
· If a proposed option involves administered prices (e.g. for petrol/ education: the classical liberal looks askance at any such policy), then by what objective mechanism will the government assess actual demand and supply? And how will it respond to changes in these variables as well as the price system?
· If no option can demonstrably do better than free citizens acting voluntarily on their own accord (free market), you should stick with the base case (Q1) as the best policy option. Remember, the base case is always the first option on the table.
· If you choose the base case (free market) as the best option, go straight to Q.10.


3.1 Sub-header 1 [Please replace with your words]

3.1.1 Sub-header 2 [Please replace with your words]

From health policy point of view I believe that health and related issues can be broadly categorised as follows

1. Emergency health care

2. Prevention of communicable diseases

3. children’s health
4. Non emergency and chronic medical problems

5. prevention of diseases in general

I think that there is a limited role of gov in first 3 categories. For 4th and 5 th category I think the base case/free market model should be applied with a belief in Laissez-faire society.  

For the first three categories I think there can be a system developed where there is no direct gov. intervention except  providing law and justice framework for the free market process to operate. 

Broadly the patients can be grouped into two categories

1. Once who are able to afford necessary treatment for any health matters

2. once who can partially afford  the necessary treatment

3. once who can no afford any necessary treatment .

Hence the first group need not be considered for further discussion at this stage.

Out of the people from 2nd and 3rd group there will be people who are tax payers and non-tax payers.

Tax payers: If they can not afford emergency/required treatment, the hospital will be able to bill gov for the treatment. However , this would again leave a big loophole for malpractice and frauds.  It can not be left for gov to run such scheme and there has to be incentive for not using fraudulent methods for treatment and billing. The only way I can see is that the patient /user of the service has to be understand that whatever would be the bill, will be added to his tax code and gradually deducted though tax over the period (with a maximum limit per month as a percentage of the salary for various salary groups). By doing this patient will make sure that he gets the best value for the money as he will be eventually paying it back. Unless the beneficiary of a service is not made accountable any policy will be an easy target for corrupts.

This is assuming that the patient has not his own health insurance or even if he has it does not cover the health problem for which he is seeking the treatment

Non tax payers: In this scenario , again there has to be some accountability on service user to prevent its misuse. Let assume that the patient does not have his own health insurance. He should be able to go to his hospital of choice for the necessary treatment. As he has no means to pay back the cost of the treatment (like tax payer group) he would effectively be taking a health mortgage though private company based on the property/objects he owns. These private companies would need to have means within rule of law to have systems whereby once the patient is treated, if he has no means of regular repayment of the health mortgage, company will be able to provide him with suitable skilled/unskilled job and deduct the mortgage pay from his earning (again a max fixed percentage per month).  One way of finding jobs for such people would be to outsource all class 4 government work/jobs (in limited classic liberal gov such jobs should not be too many anyway) to private providers.  Also the payment for hospitals for treatment of this category of people should be subject to independent check by gov or preferably private monitoring company who should be incentivised to catch the fraudsters claiming gov money for non/mal treatment of such patients. This check/balance mechanism could also be provided by private charity/NGO.
There will have to be strong mechanism to make sure that there health mortgage companies are not able to sell the mortgaged property without explicit consent of the patient. Even If someone dies without repayment of health mortgage, his legal heir should be given every chance to buy back the property to avoid health mortgage company indulging in any malpractice.
Of course in a free market, there will be very good chance of people doing a lot of charity work. Private charities will also be able to help people pay off their health mortgage as they will be able to assess and efficiently distribute the charity funds on individual case basis.

The above model should apply for children’s health as well based on which category their parents/carers will fall in

For orphans and the once who are not eligible for health mortgage there has to be a network of private charities who can be relied on for making sure that right treatment for right cost is provided to a child. Where none of the above options are available, gov will have to foot the bill on humanitarian ground. However it not impossible to let private insurance companies get involved in the treatment of orphans or destitute poor people. The incentive for insurance company could be that they will be eligible for some tax relief based on ratio of number of such people treated and their cost of treatment (provided that this data is checked and validated by independent charity or social audit)

Prevention of communicable diseases: This would mainly involve provision of vaccines for communicable diseases. However safe drinking water/hygiene/provision of toilets etc could also be included , though these may be covered by other policies. 

Provision of vaccines for communicable diseases should be a primary gov function as it would be for everyone’s benefit weather rich or poor, tax payer or non tax payer. Again this would need to be done on free market and transparent basis. All the companies /agencies who are responsible for provision of such service would have to be ultra transparent . e.g. they should have an e-governance system where every single file/letter/tender/contract/list of beneficiaries/providers is available in the public domain. Here it should be freedom of information rather than right, because a citizen of a free/liberal country we should be able to check the info as and when we want/need rather than asking/applying for it. Also the payments to providers of such services should be based on social audit and the end user involvement. Direct and indirect outcome measures should be used to incentivise and penalise accordingly. Again check and balance mechanism using private company or charity/NGO that is incentivised to catch the fraud in provision of vaccine or reporting the cases of disease e.g. polio etc which should not happen after vaccination will have to be present. 
4. Freedom test
	Instruction: 

· Assuming you have found a policy option that does better than the base case, does it reduce anyone’s freedom? If so, whose? How? And why? Note that taxation, being coercive (even if agreed through the legislature), is a reduction in freedom. Therefore, any attempt to subsidise something must be fully justified. The classical liberal does not accept any redistributive role for government, taking money from A to subsidise B.
· If a particular policy option reduces freedom, explain why it is desirable or necessary to do so. This may be necessary if freedom could lead to significant harm. In such case, the broader gains to law-abiding citizens from reducing someone’s freedom may be overwhelmingly greater than the costs imposed on them by an unregulated market. But this has to be conclusively proven.
· It is unacceptable to reduce freedoms for a large group of people to address harm caused by a few. And, of course, it is entirely undesirable to reduce freedom purportedly for someone’s own benefit. (“That the only purpose for which power can be rightfully exercised over any member of a civilized community, against his will, is to prevent harm to others. His own good, either physical or moral, is not sufficient warrant” – JS Mill.)
· If the proposed option/intervention is unable to comprehensively justify any restrictions it imposes on liberty, then it should be dropped, and the free market (base case) (Q.1) chosen. You can then go to Q.10.


4.1 Sub-header 1 [Please replace with your words]

4.1.1 Sub-header 2 [Please replace with your words]

In general above policy should have minimum impact on anyone’s freedom. Yes, there will be some indirect subsidization for emergency treatment of destitute/poor people and children whose parents are destitute and poor. However in a free-market and liberal country (after the transition period) such expense should  gradually decline. 

Strategic gaming test
	Instruction: 

· Assuming you have identified an option that gives government some role but does not reduce freedoms unnecessarily, now imagine such policy has been implemented. 
· Put yourself in the shoes of businesses and consumers. Imagine all possible ways by which businesses or consumers can game the system (i.e. how they will take advantage of any loopholes). Identify the (unintended) consequences of such policy failures. 
· A usual unintended consequence of bad policy (typical of India’s policy regime) is the significant moral decline of society, as people think of new ways to cheat government through tax evasion,  bogus ration cards, or excessive use of “free” government services. Distortions of work incentives are another typical aspect of strategic gaming. Think of the policy design process as a game of snakes and ladders. Each time you think you’ve solved the problem, someone with a sharper mind (usually the common citizen) will come along and unravel all your plans.
· How will your proposed policy prevent any unintended consequence? 
· Since badly designed policy will often lead to far worse outcomes than the base case, you should, in such a case, revert to the base case (Q.1) and proceed to Q.10. 


4.2 Sub-header 1 [Please replace with your words]

4.2.1 Sub-header 2 [Please replace with your words]

There will have to be strong mechanism to make sure that these health mortgage companies are not able to sell the mortgaged property without explicit consent of the patient. Even If someone dies without repayment of health mortgage, his legal heir should be given every chance to buy back the property to avoid health mortgage company indulging in any malpractice.
Where someone is eligible for health mortgage (preferably operated by private provider), it will be difficult for hospitals to inflate the bills as the patient will check carefully what he is being billed for. 

Wherever gov is footing the bill for health related matters, this would have to go through private auditors who should be incentivised to catch the fraudulent practices. Also all such bills and data (within limits of individual privacy) should be freely available in public domain for anyone to counter check. Anyone (any citizen) who can conclusively prove that some fraud has happened based on such records should be incentivised by the gov. 

In a free market, there will be very good chance of people doing a lot of charity work. Private charities will also be able to help people pay off their health mortgage as they will be able to assess and efficiently distribute the charity funds on individual case basis.

5. Government failure test
	Instruction: 

· Public choice theory (and common experience) confirms that most bureaucrats perform indifferently and many shirk work. (This is apart from any tendency for corruption, well documented by Chanakya.) They are often lazy thinkers, indulge in group think, tend to hide the truth about their real performance from citizens and elected representatives, and strategically outwit any audits or evaluations of their work. They also tend to perform very poorly compared with their counterparts in the private sector, often at double or greater cost. The reason for this typical behaviour of all bureaucracies (known as government failure) is simple: that all people are less diligent about spending other people’s money (in this case, taxes) than they are about spending their own money.
· Assuming that your proposed policy (a) identifies a role for government, (b) does not reduce liberty unnecessarily, and (c) is robust to strategic gaming by citizens, now describe how it will overcome the ever-present dangers of government failure.

· In particular, what independent scrutiny of implementation of your policy is part of your policy design?  How will citizens know whether your policy is actually working, or they are receiving fake reports about incompetent outputs at inflated costs?
· Also, how will your policy avoid regulatory capture? [This forms part of strategic gaming (Q.6), but can involve strategic gaming by government functionaries as well.] 


5.1 Sub-header 1 [Please replace with your words]

5.1.1 Sub-header 2 [Please replace with your words]

Provision of vaccines for communicable diseases should be a primary gov function as it would be for everyone’s benefit weather rich or poor, tax payer or non tax payer. Again this would need to be done on free market and transparent basis. All the companies /agencies who are responsible for provision of such service would have to be ultra transparent . e.g. they should have an e-governance system where every single file/letter/tender/contract/list of beneficiaries/providers is available in the public domain. Here it should be freedom of information rather than right, because as a citizen of a free/liberal country we should be able to check the info as and when we want/need rather than asking/applying for it. Also the payments to providers of such services should be based on social audit and the end user involvement. Direct and indirect outcome measures should be used to incentivise and penalise accordingly. Again check and balance mechanism using private company or charity/NGO that is incentivised to catch the fraud in provision of vaccine or reporting the cases of disease e.g. polio etc which should not happen after vaccination will have to be present.
6. Real experience test
	Instruction: 

· Your policy is looking really good. It has crossed many hurdles by now. Just two more remain. 

· First, has such (or similar) policy been implemented anywhere else? If so, what was the actual experience? What gaps and shortcomings were identified? Please research this issue very carefully, since FTI wants to know about the actual risks of your policies. 
· How will your policy address these and similar gaps during implementation? Remember, there is no “poor implementation”. There is only poor policy.


6.1 Sub-header 1 [Please replace with your words]

6.1.1 Sub-header 2 [Please replace with your words]

To my knowledge health mortgage and health related positive tax code has not been used anywhere hence difficult to find shortcomings and potential issues. However it should not be a big task to do this on a pilot basis in one region and rectify the policy accordingly. The basic principle of the policy is that wherever there is any gov help/involvement arises, the end user has to be accountable ( for individual cases) in one way or the other. Where a group or society is being benefited (e.g. vaccines for communicable diseases) the private charity/social audit and incentive based check/balance mechanisms have to be used
There is lot of scope for innovative free market solutions to address the issue of non tax payer, not able to afford people who require healthcare. Most of these people (once treated and able to work) should be able to find work themselves or through health mortgage company who should have network with free market industry where they can be used for unskilled work or trained to perform required /suitable semiskilled work.

In a laissez-faire society 9afetr the adjustment period) there will be no dearth of work eventually. That would leave only those who are physically or mentally disabled and hence can’t work. For this group there should be enough support from private charity. The other option is to make sure that the health mortgage companies and health insu companies look after these people but with checks/balances ( and transparency).
Cost benefit test
	Instruction: 

· It is desirable (not mandatory) at this stage to provide a detailed theoretical economic model to underpin your policy logic. (You can provide it as an Attachment.)
· You now have prima facie theoretical and practical evidence that your policy is desirable.

· The last hurdle your policy must cross is to prove that it will actually provide a net benefit to India. In this step you should identify key costs and benefits of your policy. Please cite real evidence to prove that asserted benefits are real, not imaginary or inflated. Such utilitarian analysis (cost/benefit) is compatible with classical liberalism after the analysis of liberty and other issues has provided justification for such policy. 
· Where net benefits can be quantified, please quantify them. (Detailed Net Present Value calculations are not needed, but indicative calculations would be helpful.) Please do document your assumptions clearly. It does not matter that you can’t conclusively prove that benefits exceed costs. It does matter that you are able to provide reasonable evidence for such claim. 
· With this you have now found a really good policy (different to the free market) for FTI to consider. Well done! 


6.2 Sub-header 1 [Please replace with your words]

6.2.1 Sub-header 2 [Please replace with your words]

As the policy I am talking about is pretty indicative and doesn’t seem to have been used in similar format it would be difficult to provide actual figures.  The only time person A is subsidised by gov or person B is when it involves life saving /emergency care of poor/non affording person (including children) as well as prevention of diseases which can affect the whole population. With proper check/balances there should be minimal chance of gov failure. This would be mostly happening in transition years. As laissez – faire society prospers most of the cost 9which should decline gradually) will potentially be looked after by charities. Benefit will have to calculated in terms of non monitory effects, e.g. elimination of communicable diseases, high level of happiness (as most of the population will be healthy) and increased national output.
7. Transition path
	Instruction: 

· So far the policy you have identified was hypothetical. India, as a rule, has no “good policy”. It is very unlikely that the policy you’ve identified in Q.9 is being implemented anywhere in India. And the free market case, of course, is simply not on offer in socialist India.
· This leads to a need for transitional arrangements from the current Indian system to your policy system. 
· In this section please discuss key transitional arrangements that will allow your policy to be implemented successfully. In doing so, you may ask questions such as:

· Is it possible to phase-in the introduction of your policy or does it require a sudden break from existing arrangements?

· Who are the policy’s key stakeholders?

· Are there any obvious political constraints to implementation of this policy?

· Who might lose from this policy (e.g. people whose property rights might be reduced or whose chances of making money through corruption reduced)?

· Who will oppose the proposed policy (might include losers, but also interest groups misinformed by the losers)?
· How can opponents to the policy be brought on board (e.g. through compensation, persuasion)?


7.1 Sub-header 1 [Please replace with your words]

7.1.1 Sub-header 2 [Please replace with your words]

It should be relatively easy to phase in the policy using following principles

1. All government hospitals (which should be eventually leased or sold to private hospital/insurance company) should take part in hand over process run over 2-3 years. Hence they will be able to provide the care (which is pretty substandard currently) till all the changes are set in the system

2. The key stake holders and Non tax payers, not able to afford group of people. Along with private hospitals/health insurance and health mortgage providers

3. politicians might try to label this as anti-poor policy but once people see the improved level of care and accountability (and reduced health expenses by gov and hence taxes) they should be convinced and believe it. The poor who might oppose based on their so called political masters will have to be shown (based on pilot implementation in one region) the facts, figures and benefits of such a policy to bring them on the board.

	HOW TO SUBMIT: 
Once you have finished this section you are ready to submit your policy.
1. Make sure you have identified yourself clearly at the front of this template.

2. Save this document in this format: [Policy Number_yourname.doc]. Avoid long file names. Policy number can be obtained from the competition rules document.
3. Submit all your policies, together in a single email, to [image: image2.png]pc@freedomteam.in



 by 28 February 2013.  

· The subject of your email should read: “Policy Competition Submission”. 
· FTI may choose to revoke this email address and provide other email addresses in February 2013, so please keep close watch for announcements on the Policy Competition Google Group.


References
	Instruction: 

· This section is optional. You can either provide your references in each section as footnotes, or at the end of the policy as endnotes. 
· You can also provide a separate Bibliography.


Feedback
	Instruction: 

· This section is optional. 
· Your feedback will assist FTI in many ways. Feedback is sought on the Freedom Team’s vision, methods and strategies, draft principles, policy framework, or any other matter such as the way you felt the competition was run and whether it could have been done better. 
· Note that your feedback (which may be published) will not influence FTI’s assessment of the quality of your policy.                                       


Attachments

	Instruction: 

· This section is optional. You may create as many attachments in this document as necessary to substantiate your policy proposal. 
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