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Thecritics of the Afford-
able Care Act (Obama-
care) are at it again. This

time, we hear that Obamacare
is a “job killer,” based on a
recent report from the Con-

gressional Budget
Office (CBO).
But, as is in-
variably the
case, there is a
lot less to the
story than the
critics allege.

Most of the
CBO report
focuses on the
recent rapid
decline in the
federal deficit,
good news

that was somehow overlooked
by the critics. In an appendix,
the CBO also revised an earlier
analysis and predicted that
Obamacare would result in
some workers working fewer
hours, others retiring earlier
and some possibly dropping
out of the labor force. The CBO
estimated the net effect at
about 2 percent of the work-
force in the next decade, a
relatively small number, but
larger than the 1 percent fig-
ure it had previously estimat-
ed. As the CBOwent to great
pains to emphasize, this de-

cline is not because employers
will cut back on employment,
but rather because some work-
ers will voluntarily choose to
work less.

Let’s step back and try to
understand what is going on.
Obamacare changed the health
insurance market in two fun-
damental and related ways.
First, insurance companies can
no longer deny insurance to
anyone because of a pre-exist-
ing condition or charge them
more on account of their health
history, except for a surcharge
for smokers and another based
on age.

Second, everyone must buy
insurance coverage that meets
basic conditions or pay a penal-
ty. If individuals could buy
insurance whether or not they
had a pre-existing condition
and weren’t required to carry
insurance, many would simply
wait until they were seriously
ill before signing up for insur-
ance. Clearly, that won’t work.

Because health care in the
US is so expensive, Obamacare
has a third important feature.
Families who cannot afford to
purchase health insurance are
given a subsidy so that they
don’t pay more than 9.5 per-
cent of their income for health
insurance. Without that, the

individual insurance require-
ment wouldn’t be fair.

It is precisely these three
features of Obamacare that lie
behind the CBO finding of a
decline in employment. Why?

First, prior to Obamacare,
some people with serious
health issues continued work-
ing, because they were eligible
for group health insurance
through their job. If they left
their job before they were
eligible for Medicare, they
would never be able to obtain
health insurance in the private
market because of their health
status.

The Obamacare ban on
denying coverage due to pre-
existing conditions eliminates
the need for such individuals
to remain employed.

Second, others may cut back
on their work hours because of
how the insurance subsidy
works. That subsidy is reduced
as family income rises. This is
standard practice; it means
that the subsidy is directed to
those who are most in financial
need. Sorry, Donald Trump –
no subsidy for you.

As a result, the subsidy
operates like an income tax. If
your income increased by, say,
$2,500 and your subsidy fell by
$250, this is equivalent to a 10

percent tax on your earnings,
over and above any other taxes
you would have to pay. This
reduces what you get by work-
ing and is, therefore, an in-
centive to cut back hours of
work, where feasible. For ex-
ample, a parent might work
part time instead of full time in
order to accommodate school
schedules or help an elderly
parent or relative in need.
Some others might cut back on
a second job. That’s what the
CBO report means when it
says that some individuals will
choose to work less.

A subsidy that phases out
with income is actually a pol-
icy that Obamacare critics
would support enthusiastically
in any other context. Think
what the alternative is: we
could provide “free” insurance
to everyone regardless of in-
come (hello, Donald Trump)
and finance it by increasing
income tax rates across the
board by a few points.

This would minimize work
disincentives by spreading
them out over a broader pop-
ulation with very minor ef-
fects. But it would involve the
government in health insur-
ance markets in a way that
would dwarf the impact of
Obamacare and that the critics

certainly would not want.
Moreover, their criticism of

the work disincentives of Oba-
macare is entirely hypocriti-
cal. Believe it or not, the recent
Republican proposal for indi-
vidual health insurance in-
cludes exactly the same work
disincentives as Obamacare.
Why? Because they are an
inherent feature of any plan
that provides health insurance
assistance on a sliding scale
based on income.

The only health care reform
plan guaranteed to have no
effects on work is a plan with
no benefits at all. Maybe that’s
what the Obamacare critics
actually want.

Obamacare is not perfect.
Health care and health insur-
ance markets are sufficiently
complicated that reform will
undoubtedly take some years
and some revisions to get
right.

We ought to focus now on
ways to improve Obamacare
and not get distracted by pe-
ripheral and insignificant is-
sues. The recent criticisms of
the Affordable Care Act as a
“job killer” fall squarely within
that category.

Saul D. Hoffman is professor of economics at
the University of Delaware.
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Howstupid can you be
and still be a U.S. am-
bassador?

I went to Wikipedia to find
out. I looked up George Tsunis,
President Barack Obama’s

nominee to be am-
bassador to Nor-
way, who embar-
rassed himself
at his confirma-
tion hearing
before the Sen-

ate Foreign Rela-
tions Committee

last month. But
Tsunis is such
an outlier that
he doesn’t even

have a Wikipedia page.
But Norway does. And had

Tsunis bothered to look, he
wouldn’t have mistaken that
monarchy for a republic. He
might not have called the Pro-
gress Party an extremist group
with fringe elements.

Tsunis was mercifully
stopped by Republican Sen.
JohnMcCain before he could
create an international in-
cident. The Progress Party is
part of Norway’s governing
coalition. “I stand corrected,”
he told McCain. He also stands
exposed as a ninny who didn’t
do basic homework on a coun-
try where he proposes to rep-
resent the U.S. As hard as the
White House pumped up his
resume, his day job is chief
executive officer of Chartwell
Hotels LLC. He’s also an ace at
fundraising. He brought in
$988,550 for Obama in 2012.

Checkbook diplomacy has
long plagued ambassadorships,
but Tsunis is among a near-
record-breaking streak of
questionable appointments by
Obama. The president, with 37
percent of his nominations
going to people who aren’t
career diplomats, trails Ronald

Reagan and Gerald Ford, who
gave 38 percent of their ap-
pointments to nonprofession-
als, according to the American
Foreign Service Association.
For a brief moment, when he
was front-loading his thank
yous at the start of his term,
George W. Bush weighed in at
40 percent. Bill Clinton sold off
a comparatively paltry 28 per-
cent of his appointments.

Not all noncareer diplomats
are unwelcome. The Japanese
have opened their arms to
Caroline Kennedy. Felix Roha-
tyn was a respected financier
who was steeped in European
politics, culture and language
before being appointed to Par-
is. The child star Shirley Tem-
ple Black grew up to be a fine
ambassador to Ghana and
Czechoslovakia.

Nowadays, according to the
Guardian, getting Rome, Paris
or Stockholm will cost you a lot

more. Appointees to these
embassies raised a total of $5
million in 2012, a jump from
$1.3 million in 2004 and
$800,000 in 2000.

With so many bundlers to
reward, there aren’t enough
unimportant places to send
them.

Obama comes in for partic-
ular criticism given that he
promised to end the practice of
appointing ambassadors with
no background in foreign pol-
icy. The State Department is
filled with potential nominees
who have graduate degrees in
foreign affairs, speak multiple
languages, have served abroad
and have deep expertise in the
politics of various countries.
The diplomats of other coun-
tries are usually professionals
who know a region, its politics,
culture and language. Take the
Hungarian ambassador to the
U.S., an economist who worked

at the International Monetary
Fund for 27 years.

The openness with which
this practice takes place belies
how crude and coarse an ex-
change it really is. Obama isn’t
criticized for appointing so
many lightweights. He’s criti-
cized for exceeding the in-
formal quota of 30 percent.

In an earlier age, Congress
acted against a reckless spoils
system. In the 19th century,
generals were chosen like
ambassadors, not for their
competence but by patronage.
When Daniel Sickles – known
as “the amateur” – cost the
Union 4,000 casualties at Get-
tysburg, Congress outlawed
the system.

With the ambassadorships,
no one’s died so far, not even
from embarrassment.

Margaret Carlson is a Bloomberg View
columnist.
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