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Introduction

Before it became law, supporters argued the federal health care overhaul would become more popular
after it passed Congress.! However, more than two hundred days later, Americans remain deeply divided
about the new law. Today, most Americans remain opposed to the law or are still unsure about the law’s
impact.2 And as Americans learn more about the new law, they have more reasons to be concerned about
the future of our health care system.

Proponents of the health care overhaul often pledged that health reform would allow Americans who liked
their current health plan to keep it. But In June, the U.S. Department of Health and Human Services
issued rules limiting changes employers can make to health insurance plans, and still be considered to be
“grandfathered” — or exempt from many of the new mandates in the law. Under the Department’s own
estimates, more than half of companies may have to give up their current health coverage because of the
new law by 2013.3 And, in their estimate, the Administration predicts that eight in 10 small businesses
could lose their current health plans.4

Supporters of the health care legislation said it would reduce the deficit. However, in June, the
Congressional Budget Office (CBO) estimated that, even with the new health care overhaul, “rapidly
rising health care costs will sharply increase federal spending for health care programs.”> CBO Director
Doug Elmendorf told Congress that the health care overhaul did little to put the country on track toward
fiscal responsibility.b

Advocates for the legislation also dismissed concerns we raised that cuts to Medicare to fund new
government programs could also negatively impact seniors’ access to care. Yet in August, the Medicare
trustees’ examined the nearly $530 billion in cuts to the Medicare program and concluded that “there is a
strong likelihood” that the Medicare changes under the new law “will not be viable.”” This means that
promised savings from the Medicare cuts are unrealistic and that future changes to the law could
increase spending and the deficit. The official Chief Actuary of Medicare warned that “the financial
projections shown in [the] report for Medicare do not represent a reasonable expectation for actual
program operations in either the short range ... or the long range,” and even issued a second analysis
based on “more sustainable assumptions” that showed costs to federal taxpayers continuing to skyrocket. 8

! On Sunday, March 21, 2010, the House of Representatives passed the Patient Protection and Affordable Care Act (HR 3590)—which the Senate previously passed on
December 24, 2009—and a reconciliation package (HR 4872) designed to amend certain provisions of the Senate bill. HR 3590 became Public Law Number 111-148 on
March 23, 2010. HR 4872 was cleared for the White House and President Obama signed it into law on March 30, 2010.

% pew Research Center/National Journal Congressional Connection Poll, September 9-12, 2010. http://people-press.org/reports/questionnaires/653.pdf

% U.S. Department of Health and Human Services, “Group Health Plans and Health Insurance Coverage Relating to Status as a Grandfathered Health Plan Under the
Patient Protection and Affordable Care Act; Interim Final Rule and Proposed Rule,” June 17, 2010.
http://www.regulations.gov/search/Regs/contentStreamer?objectld=0900006480b03a908&disposition=attachment&contentType=pdf

* U.S. Department of Health and Human Services, “Group Health Plans and Health Insurance Coverage Relating to Status as a Grandfathered Health Plan Under the
Patient Protection and Affordable Care Act; Interim Final Rule and Proposed Rule,” June 17, 2010.
http://www.regulations.gov/search/Regs/contentStreamer?objectld=0900006480b03a90&disposition=attachment&contentType=pdf

® Congressional Budget Office, “The Long Term Budget Outlook,” June 2010, Revised August 2010. http://www.cbo.gov/ftpdocs/115xx/doc11579/06-30-LTBO.pdf

® Congressional Budget Office, “The Long Term Budget Outlook,” June 2010, Revised August 2010. http://www.cbo.gov/doc.cfm?index=11579, page 11 of PDF.

” The Boards Of Trustees, Federal Hospital Insurance And Federal Supplementary Medical Insurance Trust Funds, “ 2010 Annual Report Of The Boards Of Trustees Of
The Federal Hospital Insurance And Federal Supplementary Medical Insurance Trust Funds.” http://www.cms.gov/ReportsTrustFunds/downloads/tr2010.pdf, page
287 of PDF.

® The Boards Of Trustees, Federal Hospital Insurance And Federal Supplementary Medical Insurance Trust Funds, “ 2010 Annual Report Of The Boards Of Trustees Of
The Federal Hospital Insurance And Federal Supplementary Medical Insurance Trust Funds.” http://www.cms.gov/ReportsTrustFunds/downloads/tr2010.pdf, page
288 of PDF.
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The finances of the federal government are in even worse shape. This year the federal budget deficit is
projected to climb to $1.3 trillion.® Our national debt stands at a whopping $13.6 trillion. The interest
that taxpayers pay on the national debt totals more than $20 billion a month.10

The outlook for the economy could get worse if action is not taken. According to a CBO analysis from
earlier this year, “further increases in federal debt ...almost certainly lie ahead if current policies remain
in place.”'? “Persistent deficits and continually mounting debt would have several negative economic
consequences for the United States,” CBO said, including an “increase [in] the probability of a sudden
fiscal crisis.”!?

With our economic situation dire and our country’s future hanging in the balance, the issues of the
economy, debt, spending, and jobs are among most Americans’ top concerns.’® A recent survey found that
nearly nine in 10 voters were deeply concerned about the overall economic situation, with unemployment
a close second concern.4

Unfortunately, the overhaul that passed Congress this spring did not represent the real health reform
Americans want and need. The new law focused on some of the symptoms in our health care system, but
failed to address the underlying disease. For a majority of Americans, the cost of health coverage is their
primary concern.'® For too many, cost is the access problem. Unfortunately, the new law increases costs
to patients, consumers, and taxpayers, while exacerbating many existing problems in health care.

This report presents the American people with a second opinion on the economic and financial impacts of
the new health care law. Americans have a right to know how their health care, jobs, and financial
stability will be impacted by the new law. The health overhaul threatens our nation’s economic recovery,
increases costs, and reduces job growth.

As practicing physicians, we are committed to real health care reform. Costs are too high. Choices are too
few. Health coverage remains out of reach for too many Americans. Interference from government
bureaucrats and insurance companies is too constant and pervasive. We believe real reform begins with
replacing the new law with sensible provisions that will lower costs, increase patient control, reduce
bureaucracy and government interference, and put affordable, high quality health coverage within the
reach of every American.

Tom Coburn, M.D. and John Barrasso, M.D.
U.S. Senators

° Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010.

http://www.cbo.gov/ftpdocs/117xx/doc11705/2010 08 19 SummaryforWeb.pdf

Yys. Department of the Treasury, Financial Management Service. “Monthly Treasury Statement of Receipts and Outlays of the United States Government For Fiscal
Year 2010 Through August 31, 2010.” http://www.fms.treas.gov/mts/mts0810.pdf See highlight on cover page and detail on page 28

! Congressional Budget Office, “Federal Debt and the Risk of a Fiscal Crisis,” July 27, 2010.

http://www.cbo.gov/ftpdocs/116xx/doc11659/07-27 Debt FiscalCrisis Brief.pdf

Congressional Budget Office, “Federal Debt and the Risk of a Fiscal Crisis,” July 27, 2010.

http://www.cbo.gov/ftpdocs/116xx/doc11659/07-27 Debt FiscalCrisis Brief.pdf

B Jones, Jeffrey. “Voters Rate Economy as Top Issue for 2010,” April 8, 2010. http://www.gallup.com/poll/127247/voters-rate-economy-top-issue-2010.aspx
" Buhr, Tami. “Fox News Poll: Economic Worries Plague American Voters,” September 6, 2010.
http://www.foxnewsinsider.com/2010/09/06/fox-news-poll-economic-worries-plague-american-voters/

> U.S. Department of Health and Human Services, “America Speaks on Health Reform: Report on Health Care Community Discussions,” page 101, March 2009,
http://www.healthreform.gov/reports/hccd/report_on_communitydiscussions.pdf .
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Hundreds of Thousands of Jobs Being Lost

Before the health care legislation became law, proponents of the overhaul claimed that health reform
would create jobs. At the White House health care summit in February, the Speaker of the House of
Representatives asserted the federal health care overhaul would create “400,000 jobs almost
immediately,” both in the health care industry and “in the entrepreneurial world as well.”16 However,
recent independent reviews have contradicted such rosy scenarios and found the legislation will wipe out
hundreds of thousands of jobs.!7

Nonpartisan Experts Conclude Health Overhaul Reduces Labor Force By 788,000 Jobs

The nonpartisan Congressional Budget Office (CBO)
released an analysis of the “effects of recent health care
legislation on labor markets.”'8 The CBO’s findings painted
a troubling picture. The massive Medicaid expansion will
“encourage some people to work fewer hours or to withdraw
from the labor market.”?® Additionally, phasing out the
subsidies to buy expensive insurance “will effectively
increase marginal tax rates, which will also discourage
work.”20 CBO said “other provisions in the legislation are
also likely to diminish people’s incentives to work.” 2!

The CBO “estimates that the legislation, on net, will reduce U N EIVI P I-UY IVI ENT
the amount of labor used in the economy by a small

amount—roughly half a percent—primarily by reducing the

amount of labor that workers choose to supply”’, which is more than 788,470 employees.22 Another
independent estimate predicted the overhaul will “destroy a total of 120,000 to 700,000 jobs by 2019.723
This is a huge number of future jobs and future workers that will be effectively sidelined because of the
health reform legislation. With more than 14 million Americans out of work today, we cannot afford to
lose more jobs.

New Provisions Kill Health Care Industry Jobs

The CBO’s analysis did not even take into account the overhaul’s job impact on specific industries.
Unfortunately, the lost jobs count can be expected to climb even higher because of a simple provision

16 pelosi, Nancy. “Remarks by the President, Senator Alexander, Speaker Pelosi, and Senator Reid in Opening Statements at Bipartisan Meeting on Health Care
Reform,” The White House, February 25, 2010.
http://www.whitehouse.gov/the-press-office/remarks-president-senator-alexander-speaker-pelosi-and-senator-reid-opening-stateme

1 In addition to the analysis on CBO’s findings in this report, see Tuerck, David, et. al. “Killing Jobs through National Health Care Reform,” Beacon Hill Institute Policy
Study, March 2010. http://www.atr.org/userfiles/BHI%20Health%20Care%20Reform%20as%20Job%20Killer(7).pdf

'8 Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of PDF.
http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

19 Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of PDF.
http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

 Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of PDF.
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! Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of PDF.
http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

ZCongressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of PDF.
http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf . According to a U.S. Department of Labor estimate, the 2010 labor force is estimated to comprise
157,695,000 workers. Half of one of percent of our nation’s 157 million workforce equals 788,475 workers. Lee, Marlene and Mather, Mark. “U.S. Labor Force
Trends,” Population Bulletin, Vol. 63, No. 2, June 2008. http://www.prb.org/pdf08/63.2uslabor.pdf

B Tuerck, David, et. al. “Killing Jobs through National Health Care Reform,” Beacon Hill Institute Policy Study, March 2010.
http://www.atr.org/userfiles/BHI%20Health%20Care%20Reform%20as%20Job%20Killer(7).pdf
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tucked into the legislation. Section 6001 of the health overhaul prohibits hospitals owned by physicians
from expanding and denied Medicare reimbursements to any physician-owned hospitals not certified by
Medicare by the end of the year.

According to a Washington Times report, “the Physician Hospitals of America (PHA) identified 39 projects
under development whose owners had canceled outright, knowing they could not win Medicare
certification by the end-of-year deadline, plus another 45 that will be hard-pressed to meet Medicare
certification criteria in time.”?¢ Sadly, according to PHA conversations with its member hospitals, the
canceled projects could have created “roughly 25,000 jobs.”25> As the Times article notes, the “job-killing
provisions” of the overhaul are “particularly ironic given that physician-owned facilities tend to be
economically efficient and deliver superior medical outcomes.”26

Ironically, while the new law has made it illegal for physicians to have further ownership in a hospital,
the law has the effect of increasing a hospital system’s “ownership” of an individual physician. The
legislation embraces a pilot payment model of “accountable care organizations” (ACOs). While integrated
care delivery teams are a good goal, the manner in which the legislation designed ACOs could accelerate
the trend of physicians leaving private practice to work in a centralized hospital setting. Over the next
three years, three in four hospitals or health systems reported they plan on hiring more physicians, and
more than half said they will buy entire medical practices.2?

A former policy advisor at the Centers for Medicare and Medicaid Services (CMS) described the approach
of the law as envisioning “that doctors will fold their private offices to become salaried hospital
employees, making it easier for the federal government to regulate them and centrally manage the costly
medical services they prescribe.”?® The former CMS official suggested that the centralization of physician
employment has already begun, noting that “in 2005, more than two-thirds of medical practices were
doctor-owned, a share that was largely constant for many years. By next year, the share of practices
owned by physicians will probably drop below 40 percent, according to data from the Medical Group
Management Association.”?® Even a White House official who helped push the overhaul through
Congress recently admitted in an article that “the economic forces put in motion by the [health
legislation] are likely to lead to vertical organization of providers and accelerate physician employment by
hospitals and aggregation into larger physician groups.”30

Coordinated care is admirable, but greater consolidation of providers under a hospital would increase a
hospital system’s market share and negotiating power over remaining providers. With less choice and
competition in the health care marketplace, costs to consumers would likely increase even further.3! As
the Center for Studying Health System Change concluded from a recent study of California’s experience
in similar attempted reforms, “proposals to promote integrated care through models such as accountable

* Bacon, James. “Casualties Heavy at hospitals,” The Washington Times, August 27, 2010.
http://www.washingtontimes.com/news/2010/aug/27/casualties-heavy-at-hospitals/

» Bacon, James. “Casualties Heavy at hospitals,” The Washington Times, August 27, 2010.
http://www.washingtontimes.com/news/2010/aug/27/casualties-heavy-at-hospitals/

% Bacon, James. “Casualties Heavy at hospitals,” The Washington Times, August 27, 2010.
http://www.washingtontimes.com/news/2010/aug/27/casualties-heavy-at-hospitals/

7 Gottlieb, Scott. “Killing Marcus Wellby,” The New York Post, October 18, 2010.
http://www.nypost.com/p/news/opinion/opedcolumnists/killing marcus welby FLnABqCKwpyF9j2i9YYpCP#ixzz12qeShuwWV

% Gottlieb, Scott. “Killing Marcus Wellby,” The New York Post, October 18, 2010.
http://www.nypost.com/p/news/opinion/opedcolumnists/killing_marcus welby FLnABgCKwpyF9i2i9YYpCP#ixzz12ge8huWV

» Gottlieb, Scott. “Killing Marcus Wellby,” The New York Post, October 18, 2010.
http://www.nypost.com/p/news/opinion/opedcolumnists/killing marcus welby FLnABqCKwpyF9j2i9YYpCP#ixzz12qe8huWV

% kocher, Robert MD; Emanuel, Emanuel MD; and DeParle, Nancy-Ann. “The Affordable Care Act and the Future of Clinical Medicine: The Opportunities and
Challenges,” Annals of Internal Medicine, August 23, 2010.
http://www.annals.org/content/early/2010/08/23/0003-4819-153-8-201010190-00274.1.full?aimhp

3 Terry, Ken. “Why Hospitals Shouldn’t Run ‘Accountable Care Organizations,’” Critical Condition, BNET.com, September 28, 2010.
http://www.bnet.com/blog/healthcare-business/why-hospitals-shouldn-8217t-run-8220accountable-care-organizations-8221/1836
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care organizations could lead to higher rates for private payers.” In other words, consumers could pay
even more for health insurance and health care.32

Stifling Innovation and Jobs

It is not only hospitals that are seeing health care jobs threatened.
Companies that innovate, create, and develop life-saving, life-
improving devices will likely lose jobs too. Manufacturers of

.~ medical devices are reeling from a provision of the law that will

‘ levy a $20 billion excise tax on their industry. The Boston Globe
reported that the “2.3 percent excise tax on companies that supply
medical devices like heart defibrillators and surgical tools to
hospitals, health centers and ambulance services,” will force
industry leaders to “lay off workers and curb the research and
development of new medical tools.”?3 One CEO said the new tax

o threatens his business’ sustainability because it has relegated his

company’s profitability to merely “a break-even position.”34

The basic problem with the tax is one of math. “Many small to midsize medical device companies will owe
more to the federal government in taxes than they make in profits,” according to Mark Leahy, head of the
Medical Device Manufacturers Association.?® "We're talking about a 2.3 percent tax on total sales,
irrespective of whether a company is making a profit."3¢ The device tax will hamper innovation, since the
amount of money available for a company to reinvest in its business development will be reduced. Some
companies are already contemplating moving jobs overseas to avoid losing their competitive edge.
Outsourcing is just one of many adverse unintended consequences of the new law.37

2 Berenson, Robert; Ginsburg, Paul; and Nicole Kemper. “Unchecked Provider Clout In California Foreshadows Challenges To Health Reform,” Health Affairs, 29, NO.
4,2010. http://content.healthaffairs.org/cgi/reprint/hlthaff.2009.0715v1

3 LeBlanc, Steve. “Medical device makers: New tax will cost jobs,” The Boston Globe, June 7, 2010.
http://www.boston.com/business/taxes/articles/2010/06/07/medical device makers new tax will cost jobs/

3 LeBlanc, Steve. “Medical device makers: New tax will cost jobs,” The Boston Globe, June 7, 2010.
http://www.boston.com/business/taxes/articles/2010/06/07/medical device makers new_tax will cost jobs/

* LeBlanc, Steve. “Medical device makers: New tax will cost jobs,” Bloomberg Businessweek, June 7, 2010.
http://www.businessweek.com/ap/financialnews/D9G6G7HGO0.htm

% LeBlanc, Steve. “Medical device makers: New tax will cost jobs,” Bloomberg Businessweek, June 7, 2010.
http://www.businessweek.com/ap/financialnews/D9G6G7HGO0.htm

37 Fitzgerald, Jay. “Beware: the ‘jobs killer,”” The Boston Herald, March 25, 2010.

http://www.bostonherald.com/business/general/view/20100325beware_the jobs killer companies threaten to quit state over new tax on medical devices/sr
vc=home&position=0
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New Penalty Lowers Income

New Penalty Reduces Income, Job Growth

Many Americans are aware of the controversial “individual mandate” in the health care overhaul. But an
equally problematic provision is that one that fines businesses who do not provide government approved
health insurance to their employees.

Sections 1513 and 1003 of health care bills that
passed Congress created new penalties for
businesses that do not offer health insurance to
their employers. While proponents insist this is not
a mandate because businesses are penalized but
not required to offer coverage, in function this
requirement is a defacto “employer mandate.”
Beginning in 2014, businesses with more than 50
employees will be fined $2,000 per employee if they
do not provide government approved health
insurance for their employees.38

This intervention in the labor market creates a

permanent disincentive against business growth. If a 50-employee small business that did not offer
health insurance wanted to expand by merely adding one new employee, they would become subject to the
employer requirements of the law. So it is actually in the business’ interest not to hire an additional
employee, lest they be hit with thousands of dollars in fines. For a fraction of that money, the business
could hire a part-time employee or independent contractors to perform tasks, rather than grow the
business by adding an employee.3?

Businesses and Employees Concerned about Employer Provision

Sadly, this employer provision hurts low-income, minority workers the most. Dr. Kate Baicker found in a
study that one-third of “uninsured workers earn within $3 of the minimum wage, putting them at risk of
unemployment if their employers were required to offer insurance....” * Even worse, “workers who
would lose their jobs are disproportionately likely to be high school dropouts, minority, and female....
Thus, among the uninsured, those with the least education face the highest risk of losing their jobs under
employer mandates.”4!

In a letter last year, more than 1,500 business and pro-business organizations told Congress “this
provision will kill many jobs.”#2 Earlier this year, the National Federation of Independent Businesses
(NFIB) arrived at a similar conclusion. “Economic research has shown time and again that mandates are
a ‘one-two punch’ where the cost is first borne by the employer, but is ultimately paid by the employee —

* The first 30 employees do not count when calculating compliance with this requirement.

39 To examine the impact of this provision, consider a hypothetical small business owner. If a business employed 51 individuals but did not provide these employees
with health insurance, the company would be required to pay the $2,000 fine for each employee, with the first 30 employees in the count exempted from the
requirement. The firm would only be required to pay the $2,000 fine on the remaining 21 employees, but the cost of $2,000 fine for 21 employees is not
insignificant: $42,000. The $42,000 is money that the business cannot use to invest in capital, hire a new employee, or cover administrative costs.

“° Katherine Baicker and Amitabh Chandra, “Myths and Misconceptions about U.S. Health Insurance,” Health Affairs, (2008).
http://content.healthaffairs.org/cgi/content/full/27/6/w533

“! Katherine Baicker and Amitabh Chandra, “Myths and Misconceptions about U.S. Health Insurance,” Health Affairs, (2008).
http://content.healthaffairs.org/cgi/content/full/27/6/w533

“2U.S. Chamber of Commerce, et al. Letter to Members of the U.S. Congress, July 28, 2009. Signed by 43 national organizations, as well as 1,473 regional, state, and
local chambers and businesses.
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through job loss and lower wages.”*? In May, NFIB said that small businesses across the country are
gravely concerned “the health care law will devastate their business and their ability to create jobs.”44

The employer provision means businesses either reduce jobs and wages or just stop offering health
coverage. Many businesses have already begun questioning whether or not it makes financial sense under
the new law for them to even continue to offer health insurance. In August, the hamburger chain White
Castle announced that changes to health insurance in health overhaul will consume “roughly 55 percent
of its yearly net income after 2014.”4> This massive hit to the company’s business model may make it hard
for the company — which employs more than 10,000 individuals across the country — to keep its doors
open.46

Other restaurant chains are weighing their options as
well. The “entire restaurant industry will have
trouble dealing with costs the bill imposes in 2014,
including a $2,000-per-worker penalty,” according to

the National Council of Chain Restaurants.4” One V‘( '/
such example is George Ebinger, the owner of several P \‘:

International House of Pancakes restaurants.

Ebinger anticipates he will increase prices and

perhaps layoff employees to generate the $220,000 he ’
expects will be needed to cover the cost of the |
penalty.*8 “

Many retailers, who employ thousands of entry-level and part-time employees, are facing a similar
dilemma in calculating the trade-offs between coverage for employees and costs to their business. The
new health overhaul is so complex that the National Retail Federation (NRF) created a “Health Mandate
Cost Calculator” to assist employers in evaluating the landscape of choices they face.*® The business
group says its member companies are concerned about the “job-killing mandates on employers” under the
new law.5%% In analyzing the employer provision, a representative of the business group admitted, “We do
worry about this discouraging employment, particularly when employment hasn't taken off.”5!

Nonpartisan Experts Agree on Negative Impact of Employer Provision

The cost of health insurance remains the primary concern for most companies. According to the
Congressional Research Service, less than half of small businesses offer health coverage and these
employers cite the cost of health care as their primary reason for not offering coverage. 52 Unfortunately,
the defacto employer mandate not only penalizes businesses that do not purchase expensive health
coverage, it creates damaging distortions in the labor market that will lead to lower wages and fewer jobs.

3 Visit NFIB.com/healthcare under “Work on the Hill” to read the full letter sent to Leader Reid and Speaker Pelosi on January 11, 2010.
“ http://www.nfib.com/press-media/press-media-item/cmsid/51584

“ Eaton, Sabrina. “Ohio hamburger chain says insurance reform will bite into profits,” The Plain Dealer, Cleveland, Ohio.
http://www.cleveland.com/open/index.ssf/2010/07/ohio_hamburger chain says insu.html

“ Eaton, Sabrina. “Ohio hamburger chain says insurance reform will bite into profits,” The Plain Dealer, Cleveland, Ohio.
http://www.cleveland.com/open/index.ssf/2010/07/ohio_hamburger chain_says insu.html

* Eaton, Sabrina. “Ohio hamburger chain says insurance reform will bite into profits,” The Plain Dealer, Cleveland, Ohio.
http://www.cleveland.com/open/index.ssf/2010/07/ohio_hamburger chain_says insu.html

“8 Eaton, Sabrina. “Ohio hamburger chain says insurance reform will bite into profits,” The Plain Dealer, Cleveland, Ohio.
http://www.cleveland.com/open/index.ssf/2010/07/ohio_hamburger chain says insu.html

9 National Retail Federation, “Health Mandate Cost Calculator.” http://www.nrf.com/modules.php?name=Pages&sp id=1290

* Trautwine, Neil. “Pass the scalpel: it’s time for a ‘mandate-ectomy,’” August 27, 2010.
http://blog.nrf.com/2010/08/27/pass-the-scalpel-it%e2%80%99s-time-for-a-%e2%80%9cmandate-ectomy%e2%80%9d/

*! Eaton, Sabrina. “Ohio hamburger chain says insurance reform will bite into profits,” The Plain Dealer, Cleveland, Ohio.
http://www.cleveland.com/open/index.ssf/2010/07/ohio_hamburger chain_says insu.html

%2 Chaikind, Hinda, et al. “Private Health Insurance Provisions of H.R. 3962,” (R40885), Congressional Research Service, November 6, 2009. Page 9 of PDF.
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This is the conclusion reached by nonpartisan experts, and even one of the President’s former advisors.53
The Congressional Budget Office concluded that “employers’ decisions to hire workers will also be affected
in some cases by the health care legislation.” CBO specifically noted:

“Employers with 50 or more employees will be required to pay a penalty if they do not offer
insurance or if the insurance they offer does not meet certain criteria and at least one of their
workers receives a subsidy from an exchange. Those penalties, whose amounts are based on the
number of full-time workers in the firm, will, over time, generally be passed on to workers through
reductions in wages or other forms of compensation. However, firms generally cannot reduce
workers’ wages below the minimum wage, which will probably cause some employers to respond by
hiring fewer low-wage workers. Alternatively, because firms are penalized only if their full-time
employees receive subsidies from exchanges, some firms may instead hire more part-time or
seasonal employees.’>*

The employer provision will lower wages and lead to less jobs because workers, not businesses, ultimately
feel the impact of taxes and fines. The Congressional Budget Office also found that an employer penalty
“would impose a new cost on employers” which will be passed on to employees.?> “Employers who chose to
pay the fee rather than offer health benefits would be likely to offset at least some of those costs by paying
lower wages or employing fewer people.”56

A member of the Congressional Budget Office's panel of
health advisers, Dr. Kate Baicker, agrees. Her research
found that “when it is not possible to reduce wages,
employers may respond in other ways: employment can be
reduced for workers whose wages cannot be lowered,
outsourcing and reliance on temp agencies may increase,
and workers can be moved into part-time jobs where
mandates do not apply.”>7

Experts at the Congressional Research Service (CRS) expect
the same outcomes as well. “Economic theory suggests the
penalty should ultimately be passed through [as] lower
wages [to an employee].?® But, “if firms cannot pass on the
cost in lower wages, the higher cost of workers may lead
firms to reduce output and the number of workers”>?
Unfortunately, CRS estimates that about one in five
employees work for a business that could be negatively
impacted by the new employer penalty.6°

Even the former director of the Office of Management and Budget, Peter Orzag, has said that increased
costs to employers will be passed on to employees as reduced pay. While serving as director of the

>3 peter Orzag, former director of the Office of Management and Budget under President Obama from 2009 through mid-2010.

%3 Congressional Budget Office, “The Budget and Economic Outlook: An Update,” August 2010, page 66-67 of PDF, emphasis added.
http://cbo.gov/ftpdocs/117xx/doc11705/08-18-Update.pdf

** Congressional Budget Office, “Budget Options, Volume 1: Health Care,” December 2008, page 25 of PDF.
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http://crs.gov/Pages/Reports.aspx?Source=cli&ProdCode=R40775# Toc268786482
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Congressional Budget Office, Mr. Orzag said that “the economic evidence is overwhelming, the theory is
overwhelming, that when your firm pays for your health insurance you actually pay through reduced
take-home pay. The firm is not giving that to you for free. Your other wages or what have you are reduced
as a result. I don’t think most workers realize that.”6!

It is not difficult to see why the employer community is deeply concerned. Health care costs continue to
climb. An employer penalty will reduce wages and jobs. It is clear that sections 1513 and 1003 of the
health care overhaul will lead to lower wages and fewer jobs.

o Orszag, Peter. Testimony before the Senate Finance Committee, June 17, 2008, in his capacity as CBO Director.
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Higher Spending, Rising Deficits

While proponents of the health care law argued it would reduce the deficit, in reality, the new law will
blow a hole in the federal budget. Fewer than two in 10 Americans believe the health law will reduce the
deficit, while more than six in 10 believe the overhaul will increase it.52

Americans have ample basis to doubt the massive, 2,700 pages of legislation will decrease the deficit. The
authors of the overhaul purposefully ignored the looming problem of Medicare physician reimbursements
that could have added more than $250 billion to the law’s price tag and erased claims of deficit
reduction.®3 More recently, the official Actuary of the Centers for Medicare and Medicaid Services
concluded it is “implausible” to pretend Congress will not avert pending Medicare cuts — cuts that if
reversed, would increase spending and could further inflate the deficit. As the Actuary noted, “current
law would require physician fee reductions totaling an estimated 30 percent over the next 3 years—an
implausible result.”64

“True Costs” of Overhaul Much Larger
Total Spending Increases, Fully Implemented:

$2.6 Trillion
I—'—I
Total Spending Increases First 10 Years:
$1.4 Trillion
200 |—'_|

CBO usually evaluates the relative costs
or savings under legislation within the
specific timeframe of decade, or the
immediate ten-year “budget window.”
The new law takes advantage of CBO
methodology and is designed to
downplay the true cost of the legislation.
While taxes under the overhaul have
already begun, the major insurance
market changes are not effective until
2014. By effectively frontloading the tax
increases and punting the largest
insurance changes and spending
increases to future years, the design of

the overhaul masks the true costs of the 