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lhsurance Should Be Regulated By Market"
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ance rates in the long term, as are pro-
duced by competition,” . writes Nat
Shepo in his study Shopping for 2
Solution for the Texas Public Policy

“Foundation. - Key provisions- of the
House and Sepate insurance mea-
© sures. woul.d call for rate régulation,

and even a government-mandated

rate roltback. Shapo's smdy i8 vail-
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“Because market froedo in Tom

exists by loopholc, not by chmoe,.
insurance compames have not met -

consumers’ demand by aggresswcly
committing capnal "Shapo writes in
his study. Shapo argues that Texans
should examine the insurance experi-
ences of three states similar to Texas:

Bliriois, New Jersey and South Car. ~

olina. Mlinois has a loss-ratio worse
than Texas’, “yet consumors there

" enjoy lower rates and more choices,
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- declined”” By contrast New Jersey
_ has a heavily regulated marketplace,

'3 - with rules similar to those proposed

¢ . for Texas. Insnrance companies are

‘leaving New Jersey, with residents

* simply unable to obtain coverage. - -

"Shapo. “Coverage will dry up for

demand that regulates consumer

‘prices, with govemment moaitoring

to ensure the marketplace remoi.us
competitive,

Shapo finds that after South Ca.roh- .
Da institited market-based reforms in

the laze 1990s, the “number of jpsur-
_ers writing ante policies doubled; |

rates steadicd and in many cases

“Government price controls have
failed so thoroughly that even New !
“Jerscy ‘has begun bending toward !
market-based solutions. New Jersey's
experience shows that consumers are
harmed when government regulates
stressed markets,” according to

Texans unless the legislature stimu-
lates, rather than contracts, the mar-
ket by enticing capital back to the
state and enabling the law of supply
and demand to work.”
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