
 

 
 
Hawaii Bids Aloha to Universal Health Care 
 
Hawaii has played a big role in this year’s presidential campaign. Barack Obama 
was raised by his grandparents there and spent his formative years in high school 
in the Aloha State before moving on to Columbia University and Harvard Law and 
thence to Chicago to see how politics really works. 
 

Even while Obama has proven to be a larger than life 
politician, Hawaii might be better known after the election for 
something rather than Obama’s boyhood. It was the first state 
to abandon a universal health care program for children after 
only seven months in operation. Why? The costs of the 
program were excessive. Perhaps Obama should study his 
home state’s example before he proposes his own universal 
health care scheme, should he win the presidency. 
 
Hawaii’s universal health care for children, labeled Keiki Care, 
was signed into law by Republican Governor Linda Lingle in 
2007. Intended to fill a gap to provide health insurance for 
children whose parents lacked health insurance coverage, but 
who could not qualify for Medicaid, close to 2,000 children 
were signed up for the program. The cost to the taxpayers was 
$50,000 per month or about $25 per child. Recipients were 
covered for free with co-pays of $7 per doctor office visit. 

 
Sounds like a bargain? It was, and would continue to be if Kieki Care was for those 
who truly needed the assistance. 
 
What happened to derail the program? Most families who had private insurance 
dropped their health insurance to get their children on the “free” program. The 
administrator of the program, Dr. Kenny Fink, told the Associated Press that 
“people who were already able to afford health care began to stop paying for it so 
they could get it for free. I don’t believe that was the intent of the program.” 
 
But that’s what happens when something is offered for free and there are those 
who believe that if someone else gets a benefit why shouldn’t they? There’s no 
such thing as a free lunch, Milton Friedman was famous for saying. Keiki Care 
shows it. The state of Hawaii, with projected budget deficits of $900 million through 
2011, had to cut the program before it became a further drain on the state budget. 
 
Advocates of expanded Medicaid for children (known as the State Children’s 
Health Insurance Program or SCHIP) are already predicting that after Obama 
takes office the income levels of that program will rise to 300 percent of the federal 
poverty line (about $73,000 annual income). Those who have private insurance 
may continue to flock to the new SCHIP expansion should it pass. 
 
Both presidential candidates should pay attention to the Hawaii lesson. According 
to Census Bureau figures the uninsured population in America is 45.7 million 



(which counts those already receiving government insurance as well as those who 
can afford but choose not to purchase health insurance). Obama is offering a plan 
which will cover every American citizen. John McCain’s plan is expected to cover 
25-30 million of the uninsured. But the costs of providing insurance will further 
drain the Treasury. Obama’s plan is expected to cost as $86 billion the first year 
and $1.6 trillion over ten years. McCain’s would be about $185 billion in the first 
year and over $1.3 trillion in a decade. 
 
What makes it possible that such a spending spree would pass? The federal 
government bail- out of AIG Insurance, Fannie Mae and Freddie Mac as well its 
bailout of Wall Street may cost taxpayers as much as $2 trillion. What’s another 
couple of trillion on top of that for the “people?” 
The next administration will face mounting financial problems too long 
unaddressed. The fact that the bailout of the banking and financial sectors 
occurred only increases the likelihood that individual Americans will demand a 
bailout of whatever problem they are facing financially—personal debt, credit 
cards, student loans, mortgages. Hey, why not pay for health care on top of it? 
What’s another couple of trillion?  
 
Hawaii may be an instructive example of what goes wrong when you allow 
everyone a chance to get something that was meant for a few. Obama’s health 
care plan is a lot like that. It requires that large and small businesses offer health 
care to employers or face a fine (unspecified); he wants to create a health 
insurance marketplace like the federal system and “force” insurers to sell a plan to 
anyone who applies; finally he would subsidize low income and middle income 
people to buy coverage. All of this would be funded by rescinding the George W. 
Bush tax cuts (due to expire in 2010).  
 
Hawaii shows how the best intentions lead to bad policy results. Obama’s health 
care plan would suffer from the same set of problems as Hawaii’s and result in 
fiscal disaster and an end to private health coverage. McCain’s, while expensive, 
would encourage more private coverage through tax credits. Neither plan is “free,” 
but then again, nothing government touches is without undue costs. Look at 
Hawaii and then look at whose plan offers more sensible solutions. Say Aloha to 
universal health insurance. 
 
Gregory L. Schneider is a Senior Fellow with the Ka nsas-based Flint Hills 
Center for Public Policy. A complete bio on Dr. Sch neider can be found at 
http://www.flinthills.org/content/view/24/39/ , and he can be reached at 
greg.schneider@flinthills.org . To learn more about the Flint Hills Center, 
please visit www.flinthills.org . 
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