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Are Cdlphones
Risky?

More than 94 million Americans
have cdlular telephones, and more than
80 percent usethem at least some of the
time while driving, raising safety con-
cerns. Inmany placespolicymakersare
debating whether motorists should be
forbidden to use cellphoneswhile driv-
ing. However, peoplearefar morelike-
ly to be hit and killed by alarge truck
than by acar driven by amotorist talk-
ingonacdlular tdephone. A new study
by theHarvard Center for Risk Andlysis
finds.

= Thereisa6.4in1millionchanceof a
driver dying in an accident whiletalking
on acellphone, and a 1.5 in 1 million
chance that another motorist will be
gruck and killed by adriver talkingona
cellphone.

= By comparison, driversfacea16.8in
1 million chance of being killed in a
crash with acommercid or heavy-duty
truck, and a17.6 in 1 million chance of
being killed by someonewho drank a-
cohol beforedriving.

Therearefewer faditiesinvolving
cellphones because most calsare made
during rush hour when people are driv-
ing at fairly moderate speeds. On the
other hand, most accidentsinvolving d-
cohol teke place a high speeds at night.

TheNationd Highway Traffic Sife-
ty Adminidration haswarned driversnot
to use cellphones, and four smal towns
and severd counties across the nation
have banned the use of cdllphoneswhile
driving. A Canadian study found the
risk of having aminor accident wasfour
times higher when amotorist istalking
onaphone.

While cellphones do pose some
risks, the research finds that those risks
are far outweighed by the benefits —
improved peace of mind, ability to con-
tact an emergency sarvice, eeseinteling
people a home or the office about traf-
fic delays, speed in notifying authorities
of drunken drivers and the like. The
Center for Risk Andysssad thereisnot
yet enough reliable information on
which to base reasonable policy. Re-
grictionsimposed now will be difficult
toreverse, and will dragticaly limit the
ability for research to quickly produce
superior scientific information compar-
ing risk and benefits.

Source: Karen S Lissy et al., “ Celular Phone Use
While Driving: Risks and Benefits” Phase 1 Report,
July 2000, Harvard Center for Risk Analysis,

Harvard School of Public Health, 718 Huntington
Avenue, Boston, Mass. 02115, (617) 432-4497.




| nheritance and
Wealth

The United States has the second

highes edatetax rateof any country inthe
world. Thecurrent tax isdesigned tore-
digtributewedth, but because U.S. wedth
and incomeare highly mobile, most for-
tunesareearned rather thaninherited, and
rarely survive past the second generation.
= Some80 percant of millionairesacquire
their wedlthin asngle generation without
the benefit of inheritance.
= Among thetop 5 percent of households
ranked by wedlth, only 8 percent of ther
wedth camefrominheritances.
» Over a10-year period, 60 percent of
familiesinthebottom 10 percent of wedth
digribution had moved up to a higher
tenth—and somedl theway uptothetop
10 percent.

= Conversdy, dmog hdf of thoseinthe
top 10 percent of wedth had dropped out
of thet tier after 10years

Through expensive estate planning,
thevery wedthy areabletominimizether
esaetaxes Dtheheaviest burdenfadlson
those who accumulate smdler edtaes.
Morethan 50 percent of dl etatetax rev-
enuein 1997 camefrom estates of under
$5million.

The grestest impact of the estatetax
isongmdl, family-owned famsand bus-
neses. The effects can be devagtating.
According to arecent survey:

= Duetotheedtatetax, 51 percent of fam-
ily busnesseswould have sgnificant dif-
ficulty survivingintheevent of aprincpa
owner’sdesth.
= Ancther 14 percant of busnesssswould
finditimpossbleto survive.
Asthenaion swedth rises moreand
moremidde-dassindividudsand families
aredfected by theesaetax or bdievethey
might be. Thus dthoughjust 2.03 percent
of adult desthsinthe United Saesareex-
pected to result in texable edatesthisyesr,
the public supportsdiminaion of thees-
tatetax by amarginof dmogt threetoone.

Source: Bruce Bartlett, “ Wealth, Mobility, Inheritance
andthe Estate Tax,” NCPA Poalicy Report No. 235, June
2000, National Center for Policy Analysis, 12655 N.
Central Expressway, Quite 720, Dallas, Texas 75243,
(972) 386-6272.

Taxes

Reducing the Socia Security Benefits Tax

MARGINAL TAX RATESON WAGES

15% Federd Income
Tax Bracket

Age62-64

28% Federd Income
Tax Bracket

Assumes couples receiving Social Security benefits age 62-64 subject to earnings penalty. Includes
15.3 percent FICA tax (half paid by employer) adjusted for employer'stax deduction. Does not include

Sateincometax.

The Socia Security benefitstax
subjects some Socia Security recipi-
entsto the highest margind tax rates
of any Americans. On July 27, the
House of Representativesvoted to re-
duce from 85 percent to 50 percent
the portion of benefits subject to tax-
ation. The Senateis till to consider
thebill.

= Thetax isimposed onupto haf of
benefitsfor sngleretireeswith “ mod-
ified adjusted gross income” over
$25,000 and for coupleswithincome
over $32,000. (Modified adjusted
gross income includes al ordinary
adjusted gross income, plus half of
Socid Security benefits, plusincome
from tax-exempt bonds.)

= Earning an extradollar booststax-
ableincomeby $1.50, which for are-
tiree in the 28 percent income tax
bracket means 42 additional cents
goes to income tax — a 42 percent
margind tax rate.

= Since 1993, up to 85 percent of
benefitsof Sngleretireeswith income
above $34,000 and coupleswith in-
come over $44,000 has been subject
totax.

= For retireesin this category, earn-
ing an extradollar raisestaxablein-

come by $1.85, causing a52 percent
marginal tax rete.

Despiteits name, the Socia Se-
curity benefitstax isnot atax on the
benefits, but rather atax on other re-
tirement income. Notax ispaid until
the other income reaches a certain
level.

If aSocid Security beneficiary’s
added income is wage income, it is
a0 subject to a 15.3 percent payroll
tax, half ontheemployeeand half on
theemployer. Theemployer receives
atax deduction for itshalf, reducing
the effective payroll tax rateto 12.6
percent. For acouple age 65 or over
in the 28 percent income tax bracket,
adding the payrall tax and the Socid
Security benefits tax can push their
margind tax rateto ashigh as 64 per-
cent. Inaddition, abeneficiary age 62
to 64 who has wage income above
$10,080 loses $1 in benefitsfor every
$2in earningsover that amount— a
50 percent marginal tax rate which
can push thetotal margind rate above
100 percent.

Source: Sephen J. Entin, “ Reducing the Social
Security Benefits Tax,” Brief Analysis No. 332,
August 10, 2000, National Center for Policy

Analysis, 12655 N. Central Expressway, Suite
720, Dallas, Texas 75243, (972) 386-6272.
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Crime

Brady Act and Gun
Deaths

The Brady Handgun Violence Pre-
vention Act, which established anation-
wide background check and waiting pe-
riod for the purchase of handguns,
gopearsto have had no impact onthe na
tion'smurder and suicide rates. How-
ever, it gopearsto be associated with a
dight reduction in the firearm suicide
ratesfor personsage 55 and over.

Anexamination of nationd detidics
from 1985 through 1997 suggests that
homicideand suicideratesfor personsof
al ages began to decline before the
Brady Act was implemented in 1994.
To andlyze theimpact of the law, total
and firearm homicide and suicide rates
per 100,000 adultsover the 1985-97 pe-
riod in the 32 states directly affected by
the Brady Act were compared with the
ratesin the 18 states and the Didtrict of
Columbia that already had equivalent
legidaioninplace. Theandysisfound:

= Changesin overdl rates of homicide
and suicide for the two groups of states
were not Sgnificantly different.

= However, gun suicide rates among
persons age 55 and over did decrease
about 6 percent morein the dates affect-
ed by the Brady Act than in sateswith
legidation dready in place.

= An increase in nongun suicides
among those age 55 and over occurred
in the Sates affected by the Brady Act,
athough it was somewhat lessthan the
decrease in gun suicides among this

group.

The pattern of implementation of
the Brady Act did not permit areliable
analysis of secondary-market handgun
sdes, which are mostly unregul ated.

Source: Jens Ludwig and Philip J. Cook,
“Homicide and Suicide Rates Associated with
Implementation of the Brady Handgun Violence
Prevention Act,” Journal of the American Medical
Association, Vol. 284, No. 5, August 2, 2000.

PERSONS ON PROBATION, 1999

Other 1%

Convicted of
M isdemeanor

48%

Source: U.S Bureau of Justice Statistics.

Privatizing
Probation, Parole

One out of 45 adults free on the
sreetstoday isaconvicted crimind re-
leased on probation or parole. That's4.5
million people under government super-
vison— amgority of them convicted
felons. Many of those released commit
loathsome crimes.

= 36 percent of persons arrested for
felony crimesare dready on probation,
paroleor pretrid release,

= Probationers convicted in 1991 were
responsible for at least 6,400 murders,
7,400 rapes, 10,400 assaultsand 17,000
robberies.

= Violaorsof paroleand conditiond re-
lease made up 206,000 of the 565,000
admissonsto state prisonsin 1998.

= 42 percent of felons who complete
their parole or conditiona release super-
visgon eventualy returnto prison or jail.

In the probation bureaucracy of
50,000, only an estimated 11,500 direct-
ly supervise adult probationers, produc-
ing an average casel oad of 258 offend-
ers versus an “ided casdoad” of 30.
Anather sudy caculatesthat only 4,420
of these officers supervisefdons, an av-
erage caseload of 337. Clearly, proba
tion officers have more cases than they
can effectivey handle.

The probation and parole systems
could be made more effective and €ffi-

cient by adapting the principles of the
commercial bail bonding system, used
successfully for criminal defendants, to
thosefound guilty but digiblefor rlease
on probation or parole. Hereisone ap-
proach:

= Those released on probation or re-
leased early from prison could be re-
quired to post afinancia bond guaran-
teeing behavior in accord with terms of
therelease.

= This would transfer the successful
commercid principlesof our ball sysem
— which alows most people who are
arrested and charged with acrimeto be
released on bail pending trial — to the
probation and parole systems.

= Bail operatesonthe principlethat the
accusad can go free once he guarantees
his presencein court on acertain date by
posting asignificant sum of money.

= If he shows up, he gets his money
back; if hedoesn't, he suffersamgjor fi-
nancid loss.

A private bonding sysemwould re-
duce, though probably not diminate, the
need for probation and parole officerson
the public payroll. With their own mon-
ey arisk, rdaivesand bondsmenwould
have asariousfinancia incentiveto su-
pervisether charges.

Source: Morgan O. Reynolds, “Privatizing
Probation and Parole,” Policy Report No. 233,
June 2000, National Center for Policy Analysis,

12655 N. Central Expressway, Suite 720, Dallas,
Texas 75243, (972) 386-6272.
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Government

Regulatory
Compliance Costs

Thefedera government spent $1.7
trillion in 1999, but the cost of govern-
ment actualy wasfar higher. Compli-
ancewith federa environmentd, safety
and hedlth and economic regulations
cost the private sector hundreds of bil-
lionsof additiond dollars. The*hidden
tax” of regulation can affect consumers
pocketbooks by increasing the cost of
groceries, utilities, hedth services and
housing.

= The Office of Management and Bud-
get estimated that compliance costswere
as high as $234 hillion, but a private,
more broadly congtructed estimate set
the 1999 cogsat $758 billion— far out-
distancing the $189 hillion in corporate
taxes.

= 1N 1998 the median two-earner fami-
ly’'s aftertax income of $41,846 con-
tained about $7,410 in hidden regulato-
ry costs.

Still, more than 50 federa depart-
ments, agencies and commissions con-
tinueto issuerules, with just five—the
Treasury Department, the Environmen-
ta Protection Agency, the Transportation
Department, the Commerce Depatment
and the Agriculture Department — ac-
counting for 46 percent of dl rulesunder
congderation.

= The 1999 Federa Register contained
71,161 pages, a4 percent increase over
1998 and the highest number since Jm-
my Carter’s presidency.

= Agencies have issued more than
23,000 final rules since the Republican
takeover of Congress.

= IN1999, 4538 regulationswerea var-
ious stages of implementation, with 137
dassfied as* economicdly significant,”
meaning they will each have &t least
$100 million in economic impact.

Source: Clyde Wayne Crews Jr., “ Ten Thousand
Commandments,” April 2000, Competitive
Enterprise Institute, 1001 Connecticut Avenue,
N.W., Suite 1250, Washington, D.C. 20036, (202)
331-1010.

REGULATORY COSTS
AND CORPORATE TAXES, 1998

(Billions)

Reguletory
Costs

Source: Competitive Enterprixe Institute.

Corporate
Income Taxes

Government Spending and Social Progress

Over the past century, government
spending grew to an average of 45 per-
cent of gross domestic product (GDP)
among developed countries. But do
these expenditures make countriesmore
productive or achieve such socid objec-
tivesasimproving the hedlth and litera-
cy of the population?

While some government spending
— onroads, education and crimind jus-
tice, for example — poditively affects
per capita GDP, beyond a certain point
thetax burden necessary to financethis
spending dows economic growth and
thus retardsthe per capita GDP growth.

A study measuring socia progress
by an index based on literacy, infant
mortality and life expectancy plus a
broader index using 16 socid indicators
concludes that although government
spending hasapositiveimpact on socid
progress up to acertainleve, spending
by most devel oped countries has gone
well beyond that point. Asareault, there
appears to be little difference in socid
outcomes among developed industrial-
ized countries, regardiess of the amount
they spend. Socia progress in devel-
oped countries that spend less than 40
percent of GDP — the United States,
Switzerland, Japan, Austrdiaand New

Zedland —isabout the same asinthose
with public spending above 50 percent
of GDP. Specificaly:

= Advanced countriesreslize no benefit
intermsof socid progressfrom govern-
ment consumption spending beyond
$3,650 per person or 18.6 percent of
GDP,

= Theoptimd level of per capitagov-
ernment spending — the point at which
adallar increasein public gpending buys
a dollar's worth of additionad socid
progress— is$1,105, or 5.6 percent of
GDP.

= Thusoptimal spending isabout one-
third of what these governments actua-
ly spend.

= With theexception of Singapore (and
Hong Kong, if thedatawere avallable),
theworld'smosgt developed countriesare
receiving no gainsin social progress at
the margin from government spending.

Thusthereiscongderable scopefor
shrinking thefiscal state without doing
harm to socid progress.

Source: Gerald W. Scully, “ Public Spending and
Social Progress,” Policy Report No. 232, June
2000, National Center for Policy Analysis, 12655 N.
Central Expressway, Suite 720, Dallas, Texas
75243, (972) 386-6272.

EXECUTIVE ALERT SEPTEMBER/OCTOBER 2000

NATIONAL CENTER FOR POLICY ANALYSIS




Congressional School Choice

Choicein San Antonio

In 1998 the Children’s Educationa
Opportunity (CEO) Foundation and
Children First CEO Americabegan the
Horizon Scholarship Program in the
Edgewood Independent School Didtrict
(EISD) in San Antonio, Texas. Thepro-
ject offered any student from alow-in-
come family who wanted to attend an-
other school, private or public, a
privately funded full tuition scholarship.
About 90 percent of the 13,500 students
qudified.

During thefirst school year, 1998
99, the Horizon Program gave 837
scholarships to children from kinder-
garten through 12th grade. Of thisgroup,
566 trandferred from EISD schoals, 116
were starting kindergarten, 105 lived in
the Edgewood district but had been mis-
representing thelr addressto atend pulb-
lic schoolsin other digtrictsand 50 were
dready in public schools.

An evauation of firg-year results
by researchers from Mathematica Poli-
¢y Research and the Harvard University
Program on Education Policy and Gov-
ernance answers some of the major ob-
jectionsraised by opponents of school
choice.

Opponents of voucher programs
frequently argue that they will lead to
“creaming,” skimming the best gudents
from public schools and leaving behind
poorly performing sudents. But thefirg-
year evauation found few statistically
significant differences between students
in the Horizon Program and those who
remaned in the Edgewood public
schools.

Theevauation dso found the Hori-
zon families are remarkably similar to
Edgewood public school families. The
differencein average annua income be-
tween thefamilieswas only $51, moth-
ersof voucher sudentscompleted an av-
erageof 12 yearsof education compared
to 11 years for public school mothers,
and 4 percent of Horizon motherswere
receiving welfare compared with 5 per-
cent of public school mothers.

Criticsargue thet low-income fam-
iliesaremore concerned about location,
sportsprogramsor religiousingtruction

Many members of Congress
who oppose schoal choiceinitiatives
choose to send their own children to
private schools. A recent Heritage
Foundation survey found that among
members of Congress with school-
age children:

= Almost half (49 percent) of Sena-
tors and 40 percent of Representa-
tives send or have sent at least one
child to private school, with lavmak-
erswho serve on committeeswith ju-
risdiction over education most likely
to choose private schools.

= Among representetivesfromthe 10
largest U. S. cities, 33 percent chose
private schools over public schools.

= Twenty-nine percent of the Black
Caucus and 14 percent of the His-
panic Caucus send or have sent a
least one childto aprivate schoal, d-
though both caucuses are avid oppo-
nents of school choice.

Source: Nina Shokraii Rees and Jennifer
Garrett, “ How Members of Congress Practice
School Choice” Backgrounder No. 1377, June
14, 2000, Heritage Foundation, 214
Massachusetts Avenue, N.E., Washington, D.C.
20002, (202) 546-4400.

SINGLE “MOST IMPORTANT” REASON
FOR CHOOS NG A SCHOOL

39.1%

m Choice Parents

Public Schools Parents

41.7%
a—

21.4% 2L

10.3%

Academic  Religious  Content of

Quity  Affiliaion  Teaching

than about academic qudity, but surveys
of the Horizon parents do not bear this
out.

= Some 80 percent said that academic
qudlity, teacher quality, discipline and
clasyoomingruction wered| “very im-
portant” reasonsthey chosethe program,
and fewer than 15 percent said that
sportsprogramswere afactor.

= When asked for thesingle“most im-
portant” reason for choosing ther child's
school, amogt 40 percent cited academ-
icqudity.

= By contragt, only 11.9 percent of par-
ents whose children stayed in public

Quality

Teecher  Only Choice Neighborhood  Other
School

Avallable

schools cited academic quality firg.

Almogt asimportant among Hori-
zon parents was having a better and
more secure learning environment for
their children. Both parentsand students
reported the children received and did
more homework than their public school
counterparts. Horizon parents and stu-
dentsa so reported lessfighting and stu-
dentssaid therewerefewer classdisrup-
tionsthan did public school sudents.
Source: Meanie Looney, “ School Choicein San Anto-
nio,” Brief Analysis No. 326, June 16, 2000, National

Center for Policy Analysis, 12655 N. Central Express-
way, Suite 720, Dallas, Texas 75243, (972) 386-6272.
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Health

HEALTH INSURANCE COVERAGE
OF LOW-INCOME CHILDREN

PrivateInsurance  Medicaid and Other
State Coverage

47 m 1996-1997
m 1998-1999

29

33

Uninsured

Note: 5% in 1996-1997 and 6% in 1998-1999 had other public coverage such as Indian

Health Service.

Source: Center for Studying Health System Change.

Hedth Care and the Internet

TheInternet is changing the en-
tire hedlth care environment for
physicians, insurers and patients. It
offers consumers the possibility of
one-stop shopping for hedth careand
health insurersthe opportunity to de-
velop new products and reduce ad-
minisirative costs. Data about | nter-
net usage refute the contention that
consumerslack the expertise or desire
to manage their own hedth care
Spending.
= A recent Harris Poll estimated thet
upto 70 million peoplelooked onthe
Internet for hedlth informetion during
arecent 12-month period.

= Forrester Research recently found
that nearly one-third of online con-
sumersaready shop for hedth prod-
uctson the Web.

= According to Cyber Dialogue, an
Internet research firm, of the 90 per-
cent of Internet userswho have hedlth
insurance, 78 percent said they would
beinterested in managing their bene-
fits through an insurance carrier’s
Web site.

Insurers are developing new
productstailored to consumers who

want to manage their own hedlth
care, utilizing the Internet’s cost-sav-
ing capabilities. For example:

= A new venture, eHealthlnsur-
ance.com, offers high-deductible,
catastrophicinsurance policiesfor 80
percent lessthan low-deductible poli-
ciesin some cases.

= Another new hedth insurance
company — HealtheCare.com —
plansto offer amedica savings ac-
count (MSA) specificaly designed
for consumers who want to manage
their hedlth care viathe Internet.

If Internet useonly lowershedth
cae spending, that will be an
achievement. But patientsusing the
Internet likely will benefit from im-
proved therapy and lower insurance
pricesaswell. Thelnternet can bresk
barriers to real competition in the
hedth care marketplace, giving pa
tientsmore say inthe quaity and cost
of their hedlth care.

Source: Devon Herrick, “ Managing Health
Care with the Internet,” Brief Analysis No. 330,
July 27, 2000, National Center for Policy
Analysis, 12655 N. Central Expressway, Suite
720, Dallas, Texas 75243, (972) 386-6272.

Children &till
Uninsured

Since the State Children’s Hedlth
Insurance Program (CHIP) wasimple-
mented in 1997, the percentage of chil-
dren from low-income families with
public coverage hasincreased while the
percentage covered by privateinsurance
has decreased sharply, resultingin no net
change. CHIPwasdesigned primarily
to reach children from familiesabovethe
poverty level but previoudy indigible
for Medicaid. However:

= For thosechildreninfamiliesearning
lessthan 200 percent of the poverty lev-
e — agroup targeted by CHIP — the
rate of Medicaid and other state cover-
ageincreased from 29 percent to 33 per-
cent from 1996-97 to 1998-99.

= Meanwhile, therate of priveate cover-
agefdl from 47 percent to 42 percent.

Perhgps moretelling are changesin
the uninsured status of childrenwith ac-
cess to employer-sponsored coverage
through a parent.

= Among children from low-income
familieswhose parentswere offered and
eligible for employer-sponsored cover-
age, 72 percent wereenrolledin 1996-97
but only 66 percent in 1998-99.

= Conversdly, the enrollment in Medi-
caid and other state coverageamong this
group increased from 10 percent to 14
percent.

= Theproportion of children with access
to employer-sponsored coverage re-
mained the same during the period, 11
percent.

These shiftsmay represent the sub-
dtitution of public for private coverage.
If s0, expansions of public coverage
have benefited children who dready had
private insurance, providing their fami-
lieswith alower-cost or freedternative,
whiledoing little to hel p the uninsured.

Source: Peter J. Cunningham and Michael H. Park,
“ Recent Trends in Children’s Health Coverage: No
Gains for Low-Income Children,” Issue Brief No.
29, April 2000, Center for Sudying Health System
Change, 600 Maryland Avenue, SW., Suite 550,
Washington D.C. 20024, (202) 484-5261.
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Health

MSA Answer's

The Medicd Savings Account
(MSA) pilot program passed by Congress
in 1996 expiresat theend of thisyear un-
lessCongressactssoonto extendit. The
program alowssmdl employersand the
sdf-employed to set up atax-favored sav-
ings account to pay for routine medical
expenses, provided they dso haveanin
surance plan that meets some very spe-
cficrequirements.

Theredtrictionsimposad by the act
and the fact thet the pilot program was
limited to four years have discouraged
many insurance providers from partici-
pating. To date, only about 100,000
“qudified” M SAs have been esablished,
50 conducting thekind of formd evdua
tion that Congressorigindly intended is
difficult. However, information gathered
and research deve oped over the past four
yearshelpsto dispd somecriticd dams
about the MSA program.

Do MSAs appeal only to the
healthy and weglthy?

= NO evidence ever supported this
charge, and recent research by the RAND
Corporation shows that the opposite is
true.

= The RAND researchers found that
those who chose an M SA were on aver-
agethehighedt-risk peopleand were con-
Siderably less wedthy than those who
chose HMO coverage.

Will M SAs deplete therisk poal
and raiseratesfor thoseleft behind?

= Infact, the United Stlateshasno single
risk pool, but instead has tens of thou-
sands of risk pools, and not one of them
subsdizestheothers.

= Thisfact waslargely ignored until re-
searchersfrom the (then caled) Agency
for Hedth Care Policy and Research
pointed out in the Journd of Hedth Eco-
nomicsthat theinsurance choicesin one
pool need not affect the premiumin an-
other pool.

M SAs might be good for 90 per-
cent of the population, but how about

the 10 per cent that consumesmost of
thehesalth carein agiven year?

HEALTH CARE SPENDING AND
FAMILY INCOME BY TYPE OF PLAN

Plan Chosen Average Health Spending Average Family Income
Feefor Service $5,853 $34,010
MSA 6,710 36,361
HMO 6,163 47,007
Decline Coverage 1,399 32,610
Covered by Spouse 5,641 53,120

Source: RAND Corporation.

= Researchersat the Nationd Bureau of
Economic Research have confirmed that
itisnot the same 10 percent every year.

» Theressarchersmodded an MSA-type
program and found thet 80 percent of em-
ployesswould have a least haf of their
tota contribution left at retirement, and
only 5 percent would have less than 20
percent |ft.

= Thismeansthat most peoplewill have
achanceto build up their MSA baance
before reaching amajor spell of illness,
andtheres will haveplenty of timetore-
plenishther MSA oncethe spdl isover.

Researchersfrom the Urban Indtitute
tried to measurethe“winnersand losers’
if the country as a whole switched to
MSAs. Thisstudy had problems, but the
generd condusionwascorrect: most peo-
plewould gain from aswitchto MSAS,
including the very hedthy and the very
sick. Thosewho would lose have mod-

eraeexpensesthat fal withinarangefor
which peoplewill pay moreout of pock-
et with an MSA than with a traditiona
fee-for-service indemnity plan. This
rangefalsroughly between $2,500 and
$5,000inannud spending. But very few
people fdl into that narrow range of
gpending and fewer ill gay therefor any
length of time.

Congresswasfar too prescriptivein
program design. It should have autho-
rized the concept in broad strokesto see
how the market evolved. South Africa,
for example, has dlowed much greater
flexibility inMSA program design, and
asaresult MSAs are now the choice of
one-haf of thosewith privateinsurance
inthet market.

Source: Greg Scandlen, “ Four Years of MSAs: The
Lessons So Far,” Brief Analysis No. 327, July 6,
2000, National Center for Policy Analysis, 12655 N.
Central Expressway, Quite 720, Dallas, Texas 75243,
(972) 386-6272.

MoreSate M andates

Thenumber of datehedthinsurance
mandates — telling insurers what ser-
vices, providers and persons they must
cover inaplan offered inthat Sate—in-
creased by 9.4 percent during 1999.

= Therewere 1,391 such mandatesindl
50 datesat theend of 1999, compared to
just five mandatesin 1968.

= Of the mandaes currently on the
books, 677 mandate certain benefits 444
mandate the coverage of gpecific
providers, 241 mandate specific persons
that must be covered and 29 mandate
coveragefor specific procedures.

Thehot issuesfor mandatesin 1999
werementa hedlth coverage (e.g., men-
ta hedlth parity) and coveragefor insured
peoplewho choseto participatein cartain
dinica trids. Althoughanumber of leg-
idatures aso addressed cost and impact
requirements for future mandates, only
four adopted any legidation ontheseis-
Ues

Studies have shown that mandates
drive up the cost of hedlth insurance and
often cause individuals and families to
drop their insurance.

Source: “ 1999 Survey of Health Plans, Sate Legidative
Health Care and Insurance Issues” BlueCross

BlueShield Association, 1310 G Srest, N, SLite 900,
Washington D.C., 20005, (202) 942-1000.
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Environment

Warming Tresty
Would Hurt
Minorities

A report commissioned by six
minority organizations concludes that
Hispanic and black Americans will
suffer digproportionatdly if the United
States adopts and implements the
proposed United Nations treaty on
globd climate change. Under terms of
the treaty, between 2008 and 2012 the
U.S. would have to reduce the amount
of greenhouse gases released by human
activities into the atmosphere to 7
percent below 1990 levels.

To meet the emission targets, the
U.S. would have to cut its use of fossl
fuels for energy. But the report says
such energy reductions would fall
particularly hard on minority
communities. For ingtance, the report
sys
= Theearnings of 25 million black and
Hispanic workers would fall by 10
percent or more.

= More then 864,000 black workers
would losether jobs.

= More than 511,000 Hispanic workers
would losether jobs.

The Labor Council for Latin
American Advancement of the AFL-
CIO, the Latin American Management
Association, the National Black
Chamber of Commerce, the National
Indtitute for Latino Development, the
U.S. Higpanic Chamber of Commerce
and the A. Philip Randolph Institute
commissioned the report.

Only 14 nations, all of them

developing countries that are not
required to cut greenhouse gas
emissons, have raified the tresty thus
far. The groups argue that those
developing countries will benefit
economicaly from the treaty because
companies may move jobs and
fectoriesoversees.
Source: “ Refusing to Repeat Past Mistakes,” July
2000, Management Information Services
International; and Associated Press digpatch, July 6,
2000.

Oxygen Additives

Thereformulated gasoline program
mandated by the federd Clean Air Act
requiresthat gasolinehave at least 2 per-
cent oxygen content by weight to im-
provefuel combustion. Theam of the
requirement was to reduce the level of
exhaust emissions, thus improving air
qudlity by reducing the amount of czone
produced. However, recent sudieshave
found that adding oxygen derivativesto
gasolinedoesnot makeit more environ-
mentaly friendly.

= The most widely used oxygenate,
methyl tertiary butyl ether (MTBE), isa
suspected carcinogen.

= Cdiforniaintendsto phase out theuse
of MTBE by 2003 because of casesin
which it was found to contaminate
groundwater.

= A BlueRibbon pand report tothe En-

vironmental Protection Agency (EPA)
said the use of MTBE should be sub-
stantialy reduced due to its potentia
negetive effects on water supplies.

Now the EPA has recommended
that Congress amend the Clean Air Act
to “dgnificantly reduce or eiminatethe
useof MTBE" and instead increase the
useof ethanal, the only other vigble oxy-
genate. Yet ethanol, madefrom cornand
politicaly popular in Midwestern farm
dates, is even less environmentally
friendly, due to its potential to cause
smog. Further, astudy by the National
Research Council concludesthat adding
ether MTBE or ethanol to gasoline has
only asmall effect onimproving ozone
ar quality.

Source: Ben Lieberman, “ Running on MTBE:
Closing the Pumps on the Oxygen Reguirement,”
On Point, No. 50, October 1999, Competitive
Enterprise Institute, 1001 Connecticut Avenue,

N.W,, Suite 1250, Washington, D.C. 20036, (202)
331-1010.

Doing Morewith Less

American households generate
more than 200 million tons of solid
wagte each year. When industry waste
isincluded, thefigure exceeds 11 hillion
tons. Although total U.S. consumption
ison therise, resource consumption per
unit of output isdeclining:

= A basket of typicd U.S. grocery items
fell from over 2,750 pounds of packag-
ing per gross production unitin 1989to
gpproximately 2,100 poundsin 1993-94.

= A skyscraper built today requires 35
percent lesssted than the same building
would haverequired afew decades ago.

= In the 1990s, the duminum can re-
quired only 33 pounds of meta per
1,000 cans, compared to 54.8 poundsin
1963.

Using fewer raw materidsand less
energy per output isameansto reduce
environmental impactswithout harming
the economy. A report to the Environ-
menta Protection Agency in 1997 found
that therate of growth of municipa sol-
id waste had begun to dow by the mid-
1990s, apparently dueto source reduc-

tion, increased recycling and yard waste
compogting.

Source: Lynn Scarlett, “ Doing More With Less:
Dematerialization — Unsung Environmental

Triumph?,” in Ronald Bailey, ed., Earth Report
2000 (New York: McGraw-Hill, 1999).
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