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Senate looks at )
wrong ‘solution’

for insurance issue

'  AUSTIN — The foxes ate
preparing to guard the henhouse.

Bveryone is rightly upset about

homeowners insurance. Texans
are pat;lng skyrocketing prices
and policies are hard to come by
~ While the Legislature is right to be
{ocking at this problem, the “solu-
- tion” most senators aie'}

{incl rate rollbacks)

M\mmg disastros.
From the lieutenant governor on
down, the Senate is poised to pass
draconian hew regulations. Rather
© proven successful in other states,
- . these politicians are simply propos-
ing to do more of what has always

done: regulate, regulate, regulate.
Calls for interested regulation

" have been justified by demonizing

the insurance industry while
ignoring: the government’s own
M‘v in driving up rates and

back coverage. The state’

excessive regulation of coverage
-— referred to as the “forms” — has

limited consumer choice, while -

driving down the ability of compa-
nies to do business inTexas.

We can look at real-world

exampie for guidance to see how

other states have dealt with simi-

lar crises.

responded.to their insurance cti-

* gis with strict regulatign, mandat-

ed rate rollbacks and the like. Hli-
nois, on the other hand, has

almost no regulation in.its home-

. Tiigels, without | regulating

surance, has produced lower

- premiums, more consumer choic.

es ‘and higher consumer satisfac-
tion than states that bind insur-

ing regulation. .
Nat Shapo, former cominis-

_gioner of insurance for Hlinois,

s thatthe law of supply and
demand is the ultimate arbiter of
fair prices. In a study soon to be
released by the Texas Public Policy
Foundation, Shapo asserts that
linols has the ultimate consumer

_ protection: a thifving, competitive

marketplace. .

By contract, New Jersey has
devastated its market throu%
ever increasing rate regulagion.
2001, a major natofial Cormpany
lpégan denying insurance cover-

age to residents of New-Jersey,-a

The folks in -New Jersey -

~ ance rates and forms with increas-

scenario all too familjaf to Texars, -

New Jersey has what Texas law-

we will lot it. The insurance pro®:
lems p Teouns and New Jek«
sey have not been the absence of

heavy regulation, bui the presence

ofiit. .

Make no mistake: we have not
had a free-market for insurance in
Texas, despite what some would
have us believe. Shapo says that

" ‘what looks like a free market is
». really just business conducted

 ‘freedom to cover their risks, but

‘deny them the ability to protect
capital investments that would
rovifle Texans low prices and

road coverage. These loopholes, '
now under attack in the Senate,

are all that have saved Texans up
until pow fiom experlencing a
New Jersey-style implosion.

" tion. These. oles have given -
insurance companies just enough

The Texas Legislature can learn
from other states. In the mid-
1990s, South Carolina faced prob.
lems very similar to our own. Theix
legislators managed to do the
right thing, jntrodycing maket-
oriented solutlons’and rejecting
the quick fix of hritdensome regu-
lations. Overnight the number of
insurers nearly doubled and con+
sumers now enjoy a stable market
with gréater competition. .
Michael Quinn Suliivan Is director of ©

 media and govemment reiations for «

the Texas Public Policy Foundation, |
www, .TmsPoﬁq.eo' m :
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The Texas Legislature can learn
from other states. In the mid-
1990s, South Carolina faced probe
lems very sirnilar to our own. Their
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road coverage. These loopholes, .
now under attack in the Senate,

are all that have saved Texans up
until pow from experiencing a
New Jersey-style implosion.



