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The Senate Health Care Bill (H.R. 3590) Will Hurt Small Businesses

The bill contains a government-run “public option” plan. Regardless of whether such a plan is
created through an opting (in or out) mechanism, a trigger, or what reimbursement rate
structure it initially uses, the plan will shift costs to small businesses. Current government-run
health plans underpay doctors with centrally-set rates (and so-called “negotiated rates” in
current proposals would be legislatively pressured below market rates), which currently results
in more than a 20% cost increase for individuals and businesses who purchase private insurance.

A public option, no matter how it is structured, will have the implicit backing of the government
(a new “too big to fail” entity), and will not compete on a level playing field. Over time this will
limit choices for small businesses, rather than expand them.

New taxes on health sector products (insurance policies, medical devices, prescription drugs)
and reduced payments to providers in the legislation will be passed on to small businesses and
individuals who purchase insurance, according to the CBO. Small businesses cannot afford these
cost increases.

Small businesses are disproportionately affected by the “Cadillac” high-value plan tax, because
they lack the numbers to adequately spread risk and are burdened by state-mandated benefits.
Because this tax is not indexed to medical inflation, it will soon devastate many millions of small
businesses.

The new payroll surtax, which is not indexed to any inflation, will expand to hit millions of small
businesses and individuals who are already struggling to afford health insurance.

A mandate that employers provide health insurance or pay a fee will devastate many small
businesses that operate at a loss or with low profit margins. These businesses will have to lay off
workers and lower head counts. Although small businesses have been exempted if they have
fewer than 50 employees, this constitutes a disincentive to grow and hire more workers.

Market reforms like community rating and guaranteed issue, when combined with the Senate’s
weak individual mandate fees, will lead to dangerous health insurance premium increases,
which will fall squarely on individuals and small businesses.

New reporting requirements on small businesses will lead to a landslide in new paperwork,
taxes and fees.

Tax credits in the bill for small businesses are unworkable and will provide little to no benefit to
the vast majority of small businesses, especially those already struggling to do the right thing.



