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Cognitive Dissonance on
Health Care Reform LOOKING FOR A LOAN THAT

Michael Tanner
Tuesday, October 20, 2009

Cognitive dissonance is defined as holding two
completely contradictory ideas at the same time.

That seems to be the case with the American public, with
a new poll showing rising support for a so-called public
option in health care, even as the public continues to
oppose greater government control over the health care
system.
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Most likely that is because supporters of a public option have successfully framed it as just that: an option.
That seems entirely reasonable. The American people believe in “choice” and “competition.” So why not
allow another choice? Most Americans would keep the insurance they have today (and are happy with), but
those who wanted to join the government plan could do so.

But that’s not the way it would actually work.

A government-run plan would have an inherent advantage in the marketplace, because it ultimately would be
subsidized by taxpayers. The government plan could keep its premiums artificially low or offer extra benefits,
because it could turn to taxpayers to cover any shortfalls. At the very least, the program carries with it an
implicit guarantee against future losses. Would a Congress that has bailed out banks and automobile
companies because they are "too big to fail" resist subsidizing the government's insurance plan if it began to
lose money?

Even without direct subsidies, the government could prevent the true cost of the program from showing up in
premium prices in myriad ways. For example, the government-run plan will not have to pay state or federal
taxes, and unlike private insurance plans, who can be sued in state courts, the government-run plan could
only be sued in federal court.
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Government plans such as Medicare and Medicaid traditionally reimburse providers at rates considerably lower
than those of private insurance. Providers recoup the lost income by shifting costs onto those with private
insurance. Indeed, it is estimated that privately insured patients pay $89 billion annually in additional
insurance costs because of cost-shifting from government programs. If one assumes that the new public
option has similar reimbursement policies, it would both allow the public plan to keep its own premiums
artificially low while simultaneously increasing costs and, therefore, premium prices for private insurance.

All of this means that the government-run plan would be significantly cheaper than private insurance, not
because it would out-compete private insurance or because it was more efficient, but because it had unfair
advantages. Businesses, in particular, would have every incentive to dump their workers into the
government plan.

Estimates of how many people would ultimately be forced out of their current insurance and into the
government plan vary widely. At the low end, the Congressional Budget Office suggests that about three
million people would be involuntarily shifted to the government plan under the House bill. It bases this
estimate on a premise that that the plan would only be open to the currently uninsured and employers with
fewer than 50 employees. On the other hand, the actuarial firm Lewin Associates assumes that the
government plan would be open to everyone. Under that scenario, they suggest, 89.5 million workers would
be forced into the government plan.

In the end, the private insurance market would be eviscerated, leaving millions of Americans with no choice
but the government-run program. No choice. No competition. We would effectively be on the road to a single-
payer health care system, with the government in complete control of one-sixth of the U.S. health care
system and some of the most important, personal, and private decisions in our lives. Down that road lie
massive new taxes, huge budget deficits, and ultimately government rationing of care.

That is not what the American people are telling pollsters they support.
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