
adverse selection because most individuals—
even the healthy—would consider such an 
insurance policy a necessity.

While HSAs have been available for over a 
decade, the market for these plans has become 
increasingly popular in the past few years. 
The percent of workers with employer-based 
insurance who enrolled in these kinds of plans 
increased from 8 to 17 percent between 2009 
and 2011. A likely reason for such a dramatic 
swing is the increasing cost of traditional 
plans, although this, unfortunately, seems 

to be revealing a serious limitation of HSAs. 
Recent studies indicate a tendency for these 
kinds of plans to lead to financial hardship, 
particularly for individuals and families 
with chronic conditions who, even with the 
availability of health savings accounts, may 
not be able to save enough to cover their high 
expenses. In fact, this is another example of 
adverse selection. When HSAs first became 
available, they immediately attracted the 
relatively healthy, which increased the cost of 
traditional plans. As this process has continued 



by Brian T. Kench, Ph.D.

The Tampa Bay metropolitan statistical 
area (Hernando, Hillsborough, Pasco 
and Pinellas counties) continues to 

recover from a severe economic downturn. 
Gross sales in Tampa Bay total $8.8 billion
in October 2011, a 10 percent increase
from October 2010 (see figure 3.1). Gross 
sales in Tampa Bay have returned to pre-
recession levels. Indeed, since the end 
of the great recession, the year-on-year 
change in gross sales has increased by 0.65
percent per month.

The data in figure 3.2 reveals that nonfarm 
payroll jobs in Tampa Bay have increased for 
10 months, on a year-on-year basis. A similar 
trend exists for Florida and the United States. 
Figure 3.3 illustrates the duration of job loss 
in Tampa Bay in the 2007-2009 recession 
relative to the 1990-1991 and 2001-2003 
recessions. The figure illustrates how hard 
the recession has impacted the labor force 
in Tampa Bay. In the 1990-1991 recession, 
it took 32 months to claw back to the level 
of nonfarm payroll jobs that existed prior to 
the recession. In the 2001-2003 recession, 
it took 46 months. As of October 2011, 46 

months have passed since the recession 
began and the area remains net negative 
107,600 jobs. Although Tampa Bay is slowly 
adding nonfarm payroll jobs, many months, 
if not years, wi-191 s, n 
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by Michael H. Truscott, Ph.D.

The world economy and the international 
financial system have been profoundly 
affected by changes in certain economies 

that impact world economic growth. There has 
been a shift in the balance of economic and 
financial power from the “old-industrialized” 
economies to the newly “emerging” economies. 
For the last half-century the drivers of world 
economic growth were the European Union, 
United States, and Japan. 

However, for the last 10 years, and into 
the foreseeable future, the newly emerging 
economies have and will play a leading role in 
the growth of the world economy. This change 
in connectivity and economic interdependence 
has resulted in a new world order, which has 
important implications for the future of the 
global economy. Three groupings of countries 
comprise the new world order: BRICs, HIICs 
and PIIGS.

The BRIC countries—Brazil, Russia, 
India and China—represent rapidly growing 
emerging economies, which will soon have a 
dominant role in the determination of world 
economic growth rates. For example, China’s 
GDP is projected to surpass United States’ 
GDP within the next 10 years, assuming China 
continues to grow at their current average 
annual growth rate of 10 percent and the 
growth rate in the United States averages 
three percent over the same period. Thus, 
China will be the world’s largest economy 
within the next decade or so!

This is not to say that the average Chinese 
citizen will have a comparable standard of 
living as the average citizen living in the United 
States. Standard Chartered Global Research 
(2010) reports that real GDP per capita in 2010 
was U.S.$4,166 in China and U.S.$45,561 in 
the United States. By 2030 it is expected to 
rise to U.S.$21,420 in China and U.S.$66,073 
in the United States (see table 2.1). Although 
the gap in each country’s living standard would 
remain wide, China will have experienced a 
500 percent increase in real GDP per capita 
compared to a 45 percent increase in real GDP 
per capita in the United States.

The rapidly rising standard of living in China 
(and in the other BRIC countries) gives rise to 

a very large and growing class of middle-
income consumers. These new consumers 
provide the world’s multinational corporations 
with new foreign investment opportunities. 
They will also stimulate imports, helping 
to fuel world growth. It is projected that 
emerging economies will import more goods 
than developed economies in 2012. China is 
expected to overtake the United States as the 
world’s biggest importer by 2014.

According to Standard Chartered Bank’s 
The Super-Cycle Report (2010), the European 
Union, United States, and Japan created 60 
percent of global GDP in 2010 (Figure 2.1). 
China and India combined contributed 11 
percent of global GDP in 2010. The report’s 
projections for 2030 show a very different 
world. In 2030, today’s emerging economies 
will produce 61 percent of global GDP, with 
China producing 24 percent and India 10 
percent (Figure 2.2). However, global GDP 
produced by th10 (y)-61bws8 (b)-10 uC20140 (c)-1 
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insurance policy a necessity.

While HSAs have been available for over a 
decade, the market for these plans has become 
increasingly popular in the past few years. 
The percent of workers with employer-based 
insurance who enrolled in these kinds of plans 
increased from 8 to 17 percent between 2009 
and 2011. A likely reason for such a dramatic 
swing is the increasing cost of traditional 
plans, although this, unfortunately, seems 

to be revealing a serious limitation of HSAs. 
Recent studies indicate a tendency for these 
kinds of plans to lead to financial hardship, 
particularly for individuals and families 
with chronic conditions who, even with the 
availability of health savings accounts, may 
not be able to save enough to cover their high 
expenses. In fact, this is another example of 
adverse selection. When HSAs first became 
available, they immediately attracted the 
relatively healthy, which increased the cost of 
traditional plans. As this process has continued 
over time, even the less healthy have been 
attracted (or forced) to enroll in HSA-style 
plans, despite the fact these plans may offer 
insufficient coverage.

Thus, while there are alternatives to the 
individual mandate, they come with their 
own drawbacks. The main drawback of any 
alternative that would not compel individuals 
to carry health insurance, HSAs included, 
is adverse selection. There is, therefore, an 
economic rationale for the individual mandate. 
The question is whether that rationale overrides 
another important idea, particularly in the 
United States, which is economic freedom. As 
such, the question of the individual mandate is 
worthy of a Supreme Court decision.

Write to Professor Smith at 
smithrb@usf.edu.
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by Richard B. Smith, Ph.D.

There have been no less than 27 lawsuits 
challenging various provisions of the 
Patient Protection and Affordable 

Care Act (health care reform law) since it 
was signed by President Obama in March 
2010. Most of the cases have focused, 
though, on a particular provision of the Act 
requiring “maintenance of minimum essential 
coverage,” otherwise known as the individual 
mandate. The mandate basically requires 
that every American, starting in 2014, have 
health insurance or pay a penalty. Four of the 
court cases have risen as high as the U.S. 
Courts of Appeals, and in one of these, in the 
Eleventh Circuit (which includes Florida), the 
mandate was struck down as unconstitutional. 
Consequently, the United States Justice 
Department requested that the United States 
Supreme Court review this decision, which it 
has agreed to do.

The essential question that is before 
the Court is whether the Commerce Clause 
of the United States Constitution (and prior 
interpretations of that clause by the Supreme 
Court), which grants Congress the power to 
regulate the economic activity of an individual,
and therefore the power to regulate how an 
individual would buy a good or service, could 
extend to the decision of that individual on 
whether to buy the good in the first place.
Whether or not the mandate is considered 
constitutional in this context, the idea of an 
insurance mandate is not new. Every state in 
the country has some minimum requirement 
of individuals to carry automobile insurance, 
particularly liability insurance to cover the 
medical and property expenses of those
involved in an accident with the insured driver.

Closer to the issue at hand, Massachusetts 
enacted a major reform of health insurance in 
the state in 2006, which included mandates 
on citizens to have insurance. Indeed, the 
Affordable Care Act (ACA) was largely 
influenced by the Massachusetts reform plan. 
In addition, back in 1993, when President 
Clinton proposed major reform of the health 
care system, which did not include an individual 
mandate, several Senate Republicans, led by 
John Chafee of Rhode Island, proposed an 
alternative plan—which included an individual 
mandate. Thus, despite the controversy 
surrounding ACA’s individual mandate, there 
seems to be some general agreement that 
mandates to carry insurance can make sense, 
and may even be necessary. Moreover, given 
the economic basis of the question that now 
resides within the Supreme Court, it would 
seem natural to turn to economic principles to 
aid in understanding the logic that underlies 
this reasoning.

To begin, there is approximately $55 billion 
in health care services provided, annually, 
to individuals without health insurance, 
individuals who are generally, by law, not 
required to pay for these services. This cost 
is not, however, merely absorbed by the 
providers of these services (i.e., physicians 
and hospitals), but is typically transferred, or 



SYMBOL OF EDUCATIONAL EXCELLENCE

www.ut.edu

5 THE UNIVERSITY OF TAMPA


	the tampa bay economy
	Inside this Issue of The Tampa Bay Economy:
	HEALTH INSURANCE AND THE ECONOMICS OF THE INDIVIDUAL MANDATE
	EVOLUTION OF THE GLOBAL ECONOMIC ORDER: THE IMPACT OF BRICS, HIICS, AND PIIGS
	Figure 2.1
	Figure 2.2

	THE TAMPA BAY ECONOMY
	Figure 3.1: Gross Sales in Tampa Bay: January 2007 – October 2011
	Figure 3.2: Nonfarm Payroll Jobs: January 2000 – October 2011
	Figure 3.3: Duration of Job Loss in Tampa Bay
	Figure 3.4: Labor Force Participation Rate in Tampa Bay: 2002-2011
	Figure 3.5: S&P Case-Shiller HPI for Tampa Bay (SA)
	Figure 3.6: Residential Building Permits: January 1990 – October 2011
	Figure 3.7: Homeowner Vacancy Rate in Tampa Bay: 1986-2011
	Figure 3.8: Rental Vacancy Rate in Tampa Bay: 1986-2011



