
Why We Need A Universal, Mandatory Health Insurance System 

It’s this simple – we need some system of universal, mandatory health coverage.  It 
could be a government run system like in Canada or England, or it could be a 
mandatory private insurance system like in Massachusetts or Switzerland.  But 
staying with our current hodgepodge makes no sense at all. 

The biggest problem with our current system – if that’s what it is – is that it leaves 
about 15% of our population uncovered.  One out of every seven Americans lives in 
health care limbo; for them, an illness can easily lead to financial ruin, and the rest 
of us may be left covering the costs of their care.  Furthermore, since the uninsured 
frequently delay costly treatment, they can end up with a poorer result at a higher 
cost for everyone.  Clearly not the best of all possible alternatives. 

But isn’t that leaving it to the free market, Mr. Free Market Economist?  Shouldn’t we 
just let individuals choose whether health insurance is worth the price tag, the way 
we let them choose whether to buy Packers jerseys or big screen TVs? Interestingly, 
no we shouldn’t – because, unlike the markets for jerseys or TVs, the health 
insurance market has two flaws that make it terribly inefficient. 

The first flaw is called asymmetric information – you and I know more about our own 
health situations that the insurance company does.  You might be healthier than I 
am, exercise more, eat better, and come from better genes.  And you might be more 
cautious, taking fewer injury-likely risks.  You know you do, and so do I, but the 
insurance company doesn’t.  All it knows is that we’re both males of a certain age, 
weight, and height.  So it looks at the risk tables, and offers us both the same 
coverage at the same price. 

So what happens?  I know that policy is a bargain for me, and snap it up.  You look 
at the price tag, consider the odds, and say no thank you.  And the insurance 
company is left covering the least healthy half of the population. 

That’s partly why group insurance is so much cheaper than individual insurance.  As 
a UW System employee, I have to opt in, and so does everyone else in the System.  
Our insurance pool isn’t subject to self selection bias.  But that bias – the sicker 
opting in, the healthier opting out – plagues the individual insurance market.  And 
the insurance companies know it, so they raise individual rates, thereby biasing the 
insurance pool all the more. 

The other problem is called moral hazard.  If I suddenly realize I really, really need 
to see this week’s game in High-Def, but I don’t have a High-Def TV, no one’s going 
to just give me one.  But if I have a heart attack while shopping at Kitz and Pfeil, 
they’re going to call an ambulance, and some hospital is going to have to treat me, 
whether I can pay for it or not.  Since I may get exactly the same treatment whether 
I’m insured or not, well, maybe I’ll just not buy insurance.  Because society has to at 
least partially bail out the uninsured, the free market results in too little insurance. 

Mandatory insurance coverage, whether paid for through annual premiums or 
through taxes, solves both problems.  In fact, most of us with insurance have it 
because it‘s required with our jobs.  So I come back to my original statement – we 
need some kind of universal, mandatory health coverage.  If we can agree on that, 
we can get down to the real fun, of arguing which kind of mandatory system works 
best. 


