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There’s little doubt Washington will move forward with health reform this year. 
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Central to many proposals is the creation of a government-run insurance plan that every American could purchase. By injecting more competition into the insurance market, this might seem like an intelligent way to lower overall health care costs. The truth, though, is that a "public option” would simply shift health care costs onto private payers — and undermine the private insurance system in the process. 

As proposed, the public option would be sold through a new National Health Insurance Exchange. This exchange would serve as a marketplace where consumers from across the country could choose from a range of private policy offerings or opt for the public plan. 

Proponents call this competition. Unfortunately, the game would be rigged from the start in favor of the public plan. 

Consider how America’s current public options — Medicare and Medicaid — fit into our health sector. Both government programs systematically underpay Oklahoma hospitals and physicians by as much as 15 percent to 20 percent in order to keep costs down. 

But health care providers don’t just glumly accept whatever the government gives them. As a matter of financial necessity, they shift unpaid costs onto private interests. 

The consulting group Milliman Inc. estimated that Medicare and Medicaid offloaded $88 billion in costs to commercial payers in 2007. The result: The average family of four saw its insurance premiums increase $1,500 as a result of the public programs’ systematic underpayment. 

In addition, private insurers must charge employers taxes and assessments as determined by state and federal mandates. These extra costs result in higher health insurance premiums for employers by as much as 5 percent. For these reasons, a public plan would have an unfair advantage over private insurers as they force private insurers to pick up the expenses forced upon them. It could price itself well below its true costs and operate at a loss. 

Over time, more and more Americans would opt for an artificially cheap public plan. Private carriers would be forced from the market, unable to compete. Soon, the public option would be the only option. 

There are better ways to expand insurance coverage — even to the intended targets of a public plan, like those who are nearing retirement and those with pre-existing conditions. 

Consider Oklahoma’s program for high-risk patients. Lawmakers have allowed private carriers to cede the financial risk for certain high-risk individuals to a reinsurance pool. All private insurers in the state pay into this pool, which then covers high-risk beneficiaries’ more expensive medical costs. 

A public option in health care may seem like a clever way to expand insurance coverage and lower costs. But America’s existing public options prove that another government-run health plan will only raise the cost of private insurance and crowd out private alternatives — until the public option is the only one around. This is not a solution that is the best that America can achieve. 
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