POSTOPINION

ObamacCare’s first victims

MICHAEL
TANNER

HIS month, McDonald’s

warned that the health-

care reform law passed in

March could force it to

drop health coverage for
some 30,000 workers. A few
days later, 3M announced that
starting in 2013 it will no longer
provide health-insurance cover-
age to its retirees.

t came on the heels of a
decision by Harvard Pilgrim,
Massachusetts’ second-largest
insurer, to drop its Medicare
Advantage alth-insurance
program at year’s end, forcing
22,000 senior citizens in Massa-
chusetts, New H. hire and

If so, the company will join the
teachers unions and other polit-
ically connected winners of
exemptions.

UT other businesses that
offer limited-benefit plans
known as “mini-meds” may

not be so lucky. Those plans
have t%he;aper preﬁums _ be-
cause , among other things,
restrict the numbger of covered
doctor visits or impose a maxi-
mum on insurance payouts in a
year. They are particularly pop-
ular with part-time, seasonal
and low-wage workers in the
restaurant and retail industries.
But ObamaCare’s new regula-
tions will all but eliminate those
plans, so more than a million of
those vulnerable workers will
likely lose their current insur-
ance. Some could be forced into

Maine back into traditional
Medicare. Then there’s the
Principal  Financial  Group,
which recently decided it was
getting out of the health-insur-
ance business. Roughly 840,000
people will likely lose their in-
surance as a result.

% This is just the tip of the ice-

erg.

During the debate over
health-care reform, President
Obama told us nearli every day
that if you had health insurance
now and were satisfied with it,
youwd be able to keep it. It

should be clear by now that that
statement was, well, less than
accurate.

In fact, it’s becoming harder
to find anyone who can keep
their current insurance.

S is well known by now, the

health-care reform law con-

tains both an individual and
an employer mandate. By 2014,
employers with 50 or more
workers must provide insur-
ance or pay a fine. Individuals
who don’t get insurance
through work or a government
program must buy it on their
own or they, too, will be fined.

And not just any insurance
will do: To qualify, a policy
must meet a host of new regula-
tory requirements and offer a
minimum, government-devised,
set of benefits.

It now looks like the secretary
of Health and Human Services
will grant McDonald’s a waiver,
so those 30,000 workers won’t
lose out thanks to ObamaCare.

-ance.

while others

have to buy much pricier poli-
cies than they have today.

It maly or may not be true that
such plans are “crappy,” as Jon-
athan Cohn of The New Repub-
lic put it in defending Obama-
Care. (A lot of McDonald’s
employees may think they are
better than nothing.) But the
point is that, contrary to the
Obama administration’s re-
peated promises, those workers
won’t, in fact, be able to stick
with their current insurance.

N more extensive health

lans may fail to meet the
w’s requirements.

An internal Health and Human
Services Department study esti-
mates that more than two-thirds
of companies could be forced to

change their cover: For
small firms, the total could
reach 80 percent.

Meeti‘:ﬁl the new require-
ments likely drive up what
many businesses pay for insur-
If they drive those costs
eno companies may
decide it’s cheaper to drop cov-
erage and pay the penalty. In
fact, a number of large compa-
nies — including Verizon,
AT&T, Caterpillar and John
Deere — are reportedly consid-
ering such a move.

The math is fairly simple:
AT&T, for example, paid $2.4
billion last year in medical costs
for its 283,000 workers. If it

opped insurance and instead

aid the penalty, $2,000 per year
or each uninsured employee,
the fines would total less t{\zn
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$600 million — for a savings of
about $1.8 billion a year.
In fact, the Congressional Bud-
et Office estimates that at least
tg milli 'onl workers Sggld lose
eir employer-provi insur-
ance because ﬁl:‘ms -decide it’s
cheaper to “pay” than to “play.”

EOPLE who buy policies on
their own, rather than get-
ting them through work, are

better off — but only slightly.
Individuals who have insurance
are “grandfathered in,” meaning
they won't have to change their
insurance to meet the new min-
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They voted to change your
health coverage

imum-benefit requirements. But
if they make any changes to
their current (flan, they lose that

andfathered status and must
ring their plan into compliance
with the range of federal
rules, even if that makes the
new plan more expensive or in-

cludes benefits the person
doesn’t want.
Worse, the grandfathering

may not last long — because in-
surers may stop offering the old
policies. After all, they can’t en-
roll new customers in them
(aside from spouses and kids
added to a “grandfathered” indi-

Broken Promises

vidual) — and “holdover” prod-
ucts quickly become a burden
to any company. Over time,
most noncomplying plans will
simply fade away.

As the Harvard Pilgrim exam-
ple also makes clear, millions of
seniors are also at risk of losing
their current plan.

Some 10.2 million seniors —
22 percent of all Medicare re-
cipients — are enrolled in the
Medicare Advantage program,
which lets them get their Medi-
care coverage via private Flans

luded

* and enjoy benefits not inc|

in traditional Medicare.

'HE ObamaCare law slashes
federal payments to insurers
for offering Medicare Ad-

vantage plans. Naturally, many
insurers are expected to stop
participating in the program.
Estimates s:lfgest that a quarter
to half of all seniors using the
program could be forced out of
their plan and back into tradi-
tional Medicare.

Also at risk are the more than
45 million Americans who use
Health Savings Accounts, Flexi-
ble Spending Accounts and
Health Reimbursement Ac-
counts — each of which looks to
be undercut, in one way or an-
othér, by the ObamaCare law.

Finally, starting in 2018, so-
called “Cadillac  insurance
plans” — policies with an actu-
arial value in excess of $10,200
for an individual or $27,500 for
families — get hit with a 40 per-
cent excise tax. That tax is spe-
cifically designed to force em-
ployers to reduce benefits in
plans that the government con-
siders too generous.

That first year, an estimated
12 percent of all workers will
have policies hit by the tax. And
the tax is designed to cover
more health plans each year —
meaning that every year more
and more workers will find
their insurance plans falling
subject to the tax and their ben-
efits reduced.

IVEN how demonstrably
false the “keep your insur-
ance” promise turned out to

be, it is no wonder that Ameri-
cans are more than a bit skepti-
cal when Democrats tell us how
great ObamaCare will ulti-
mately be.

Michael Tanner, a Cato Institute
senior fellow, is co-author of
“Healthy  Competition:  What's
Holding Back Health Care and
How to Free It.”
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