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Mandat ory Savi ngs?

The recently revived idea of creating a governntanthealth plan to compete with private insurery negnforce the impression that President Obamahasllies in
Congress are standing tall against those corpéatiats who delight in denying lifesaving carelildrenand old ladies. But Obama and the insurers stileye to
eye on a central element of his health care agehdaequirement that every American obtain medicakrage.

It's obvious why the insurers like this idea. Wimalustry wouldn't welcome a law that forces eves/embuy its product? But the insuraiso argue that a mandate
help control costs, and the president agrees. dgdgim the experience in Massachusetts, which ge@ats own insurance requirement in 2006, théydta wrong.

Because he wants to show that an insurance maisdaieas well as fiscally wise, Obama focusesinimsured Americans who skip out on their medidld,Heaving
policyholders and taxpayers with the tab. "Sucbsiponsible behavior costs all the rest of us méreysaid in a speech last month.

Perhaps so, but it's not very much money. In a 208Bealth Affairsa</i> article, George Mason University economistkJeladley and three cauthors calculate th
"uncompensated care represents 2.2 percent ohtsgnding in 2008."

Obama came closer to explaining the real motivétonhe insurance mandate when he said that "smesrybody does their part, many of the insuraefims we
seek — especially requiring insurance companiester pre-existing conditions — just can't be aehie" He worries that insuring older, sicker peopik be
prohibitively expensive unless the young and hgadile forced to subsidize them.

The insurers are more forthright on this point, nirag that insufficient penalties for failing to birysurance will result in "adverse selection,” foglthe rise in
premiums. Yet the penalties in Massachusetts aterfand heftier than the ones proposed in the Gifingress is considering, and the state contilouesperience
rapid health car@, inflation.

Since 2006, Michael Cannon notes in a recent Cestiitlite paper, health insurance premiums in Mdmssgtts have risen by 8 percent to 12 percenta geaost
double the national average.During the same petidal, medical spending has increased by 28 pertéetcost of subsidizing coverage through thee'stat
Commonwealth Care program is expected to hit $8#ilbmnext year, 20 percent more than originaltpjected.

There are several reasons why mandatory insurann&ary to Obama's promises, has been accompayiepidly escalating costs. First, when you subsid
something, people tend to consume more of it. Tagehding is therefore bound to be higher, whétlsecovered through diretaxesor through the indirect tax of
forcing people to pay for insurance they don't want -

Second, despite stricter penalties, Massachussttasto be experiencing adverse selection. Canotes that, while thehareof residents without insurance has
shrunk from about 10 percent to about 5 perceatptbportion of uninsured people in the 18-to-26 gmpup has increased from 30 percent to 35 pericelitating
that "the young (and presumably more healthy) @ss likely to comply with the mandate."

Third, requiring people to buy insurance entailSrileg the minimum level of coverage, which neceganakes insurance more expensive than it wotihéavise be.
In effect, the government prohibits the cheapesiriance plans, the ones with the highest dedustéid the least generous benefits.

Defining one minimum medical package for the entantry, thereby inviting every health care ingete descend upon Capitol Hill and lobby for irsitn, will
compound the inflation caused by state requiremé&#anon warns that such a federal standard coute fL00 million Americans into more expensive plaile
effectively banning the money-saving combinatiorigh-deductible insurance and health savings adsou

The upshot is a phenomenon we have seen many biefie<: Instead of protecting us from big businbgggovernment buys it off with our money.
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