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EXECUTIVE SUMMARY

Thisreport detds the economic and fiscal consequences of the Patient Protection and
Affordable Care Act (PPACAsigned into law by President Barack Obama on March 23,
2010. Several rationales were offered in support of this legislation, including that it would
lead to the creation of jobs and the reduction of the federal budget deficit. This report
shows thathe health care lawill achieve neitheeffect.

Economic ConsquencesConsi st ent with r es pteechéakhd econ
care lawcontains a number of provisions that will eliminate jobs, reduce hours and wages,
and limit future job ceation. Specifically, the law:

A Penalizes employers for failing to effcoverage deemed acceptable by the
government;

A Imposes burdensome mandates on small businesses, including new paperwork
requirements; and

A Compounds the uncertainty employers and entrepreneurs aredatihg
challenging economic climate.

Independent analyses have determinedtti®health care lawill cause significant job
losses for the U.S. economy: then-partisanCongressional Budget Office has

Independent determined that talm® ulnaw owi Il labroed wese dt he il

analyses roughly half a percent . . .65G00@Gohbs lostsAtsiudgat e t |

have by the National Federation of Independent BusieegNFIB),thenat i onds | ar ges
. business association, found that amployer mandate alone could lead toghmmination

determined of 1.6 million jobs with 66 percent of those coming from small busineSdeg.

that the comparisonthenSpeaker Nancy Pelosi {DA)stat ed t hat Ain its |if

health care lawwoul d ficr eatied 040, mMi0I0l ijorbsj adsmnost i mmedi a:

law will Fiscal ConsequencesStudies of the health care lawvealthat itwill cost taxpayers

cause more than originally est i mdrefisahlconditiod may e:

significant Specifically, the law:

job losses for A Relies on accounting gimmicks thagskits true costo taxpayers

the U.S. A Doublecounts savings from Medicare that are widegwed as unsustainable;

ARTTTiu0e [ 2nd

A Requires additional government spending to direct its implementation.

According to an analysis by House Budget Committee Republitenbkealth care law

will cost the nation $2.6 ftion when fully implementedand adds701billion to the

deficit in its first ten year$. By comparison, President Obasstated duringxjoint

session bCongress on September 9, 2@B8t he would not sign health care reform that
fadds one di meitbeounodebtirci hsthe future.

RecommendationsThe evidence is overwhelming: Immediate steps should be taken to

repeal the health care law and replace it with comesorse reforms to lower costs and

protect jobs. Such measures would ease uncertainty for employers and entreedeurs,
give Congress an opportunity to take the |
challenges.



ECONOMICONSEQUENCES

Thehealth care lawvill causesignificant job losses for the U.S. economy: the
Congressional Budget Of fi ce haamouhteotlabormi ne
used in the economy by eétimatethaigatds yp toraudghly a p
650,000 jobs lost. A studyby the National Federation of Independent Businesses

(NFI B), the nationb6s | ar ge sanenplayarimhnddieu si n e !
alone could lead to the elimination of 1.6 million jobs between 2009 and 2014, with 66
percent of those coming frosmall businessé$ By comparisonthenSpeaker Nancy
Pelosi(BCA) stated that @i nwduldiscr e dteg 04 -t rhiel lhiec
400,000 jobs al"most i mmediately. o

Speaker Pel wesededivedfrensalCéentarafdr AnsericaProgresgCAP)
analysisshowing that the health care law would lead to the creation of 250,000 to 400,000
jobs over ten yeal’s.This study relies on cost estimates that are widely viewed as
unsubstantiatedAn analysisby Americans for Tax Reform and tBeacon Hill Institute

usi ng CAPOG s butdth whatwas tleengeghorerealistic cost estimates, finds

that the law will destroy between 120,000 and 700,000qgubsthe same teyear

period*

Around the time these conflicting estimates were sgiganore than 130 respected
economistaddressed a letter to President Obama stitingh e heal t h car e bi
number of provisions that will eliminate jobs, reduce hours and wages, and limit future job

cr e a't Acoondingto the letter, those jédilling provisions include:

fiNew Taxes.The bill raises taxes by almost $500 billion over ten years.
A significant portion of these tax increases will fall on small business
owners, reducing capital and limiting econ growth and hiring.

ANew and | ncr eas Arincrigesalin tcedMedicard a x e s .
payroll tax included in the bill will affect small businesses employing
millions of AmericansOver time, higher payroll taxes will decrease

wages for these employeesnd a new Medicare tax on investment

income such as interest, dividends, and capital gains proposed by
President Obama and likely included in the bill will threaten jobs and
decrease economic growth.

AEmpl oy er Thddihvdllanpese a tax of 3200 per employee

on employers with more than 50 employees that do not provide health
insurance. The bill will also tax employers that offer health coverage

deemed O6unaf f or da bThesénevbtsxestomemplgyersy e r n me n
will reduce employment or mssed on to workers in the form of lower

wages or reduced hours. o

Evaluating the Employer Mandate

Sections 1513 and 1003 of the health ¢egéslationthat passed Congress contain new
mandates that penalize employers for failing to offer their ersdoverage deemed

0 a ¢ ¢ e.pBusinedses with more than 50 enyges that fail to adhere to federal
guidelineswill be penalized $2,000 per feime employee. The first 30 employees are
exempted. Under one scenario, then, employers that expand friond30vorkers

ObamacCare: A BudgBusting, JokKillingHealth Care Law 3



Gn order to
comply, small
employers
will be faced
with
decisions
such as
cutting back
wages,
forgoing new
hiring and
raising prices

Al O OAO«

without offering sufficient coverage would have to pay annual penaltiesAg@aL
Employers with 55 to 60 workers stand to benefit from finding ways to reduce their
workforce to under 50.

Wh at 6 s vamd anemploger does provide coverage, a $3,000 penalty is levied for

each fulltime employee who still elects to receive subsidized ra@ee The legislation

providesas t ri ¢t de ftiinmet iwoonr koefr 66 faus$ dtdeashfeuodays wh o

per week.

Onesmall business owngBail Johnson, president & CEO of Rainbow Station, Inc., a
nationally accredited preschool and schoolr@geeation franchisépld members of
Congress last spring that the employemdatavould slow or stall the growth of small
and mediurrsized firms like hers:

fAs crafted, | believe the new | aw
for employers to esign a benefits package for our employees that is

S

affordable. é This represents a signif

benefits decisions of employers. In order to comply, small employers will
be faced with decisions such as cutting back wagesyifgaew hiring

and raising prices for services. These measures will further stunt any
economic recovery and curtail future job grovitt.

This analysis hagroven trugor small and mediurrsized businesses around the
country. Consider the case of White Casflae hamburger chaimas statethat

the | awbs employer mandate #Awil/l eat up

i ncome aftTore Z0OIpadhydsotepdokadsamanhi s

Xiv

hard for the company to maintain™its 421

According to the Nati onaHeenirenestacrant of Chai

industry will have trouble dealing with costs the billimposes 2014, 6 and

be fAexpensive either wayo fr businesses

An independenteportby Mercer Consultindpas concluded that thetail industry

will face new challenges on account of the health care THve study highlights

how many retailers are likely not currently in compliance with the requirements of
the law, as well as the difficulty for grioyers acting in good faith to know
whetherthey will be in compliance:

AiThe consultancy anal yzenmplogeat a fro
health plans and found that 62% of retailers face problems with at least
one of three big requirements of t
coverage, to offer coverage for pditne employees working at least 30

hours per week, and to go abaed beyond the limited benefit plans
sometimes offered to pditners.

AThe mandate to provide oO6affordabl
i ssues. Empl oyer s ar edinetemmoyepsp 0s e d
more than 9.5% of household income for cage. If they do, and if even

one employee receives government aid to purchase individual coverage
through an exchange, the employer gets socked with a penalty. But,
Mercer notes, household income is not a figure that employers typically
knoW. o

m

he

eob
t
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Toassi st retail ers, t he Nati onal Ret ai | Fe
Cost Calculatoro to help employers and en
health care™AawdNRFpesmpalkteisenea.n sai d, fAWe do
discoungi ng empl oyment, particularfy when e mj

Impact on LowWage Workers

Evidence indicates that the health care lalikédy to affect lowwage workers more than

other workers By discouraging the hiring of new employees, the law is pushing

employers and entrepreneurs to find new ways to save on éasexonomist Diana
FurchtgotRot h of t he Huds on |[|-gkifijobs, emptogerspant i t :
offer the requiredbenefits and pay for them by cutting the wage. Butlmge jobs in

the restaurant and retail s & Employess, ther, a v e | |
have little incentive to cover lowage workers, an unfortunate trend at a time when
unemploymehamong adults without high school diplomas is currently 15.7 percent, more
than three times as high as the rate for college graduates. Unemployment among teens is
25 percent, also @l above the national averafe.

CBO has specifically noted how the emydr mandate will disproportionately affect low
wage workers:

ifiThose penalties, whose amotmet s are ba
workers in the firm, will, over time, generally be passed on to workers

through reductions in wages or other forms of conspéion. However,

fimsgener al |l y c¢ann avagesbelawvihe minimumrwige,r s 6

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 rene subsidies from exchanges, some firms

may instead hire more patti me or seas®nal employees.
This analysis is echoed by Dr. Kate Bai cKki
whose researchhfisound t hat Awhen it esemplogetsmayos si bl

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 partime jobs where mandates do not apgiy.

Experts athe Congressional Research Service (CRS) éxpiscas well, stating in a

paper on fAHealth Ref orcononminthitonsSsopgdsts theBpenaliyn e s ¢
should ultimateg} be passed through [as] loweages [to an employee]f firms cannot

pass on theost in lower wages, thedher cost of workers may ledidms to reduce

output and the number wiorkerso CRS estimates that abaute infive employees work

for a busness that could be negativeétgpacted by the neamployer gnaltyg™"
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Or 3YI1 Al
businesses that
lack the
capacity to
track customer
purchases may
lose

NFIB has foundhatanemployer mandate could ultimately lead to the elimination of 1.6
million jobs between 2@and 2014 Specifically, NFIB determined that:

A Of the more than 1.6 million jobs lost between 2009 and 2013, small businesses
would account for more than 1 million, 66 percent, of all jobs lost.

A U.S. real GDP would contract by approximately $200 billion between 2009 and
2013.

A Small businesses wouldde roughly $113 billion in real output and account for
56 percent of all real output lost.

A Labor intensive industries (e.g. construction or restaurant) and businesses with 20
T 99 employees would experience the most job loss.

Evaluating tlkeé 61099 Mandat

Section 9006 of the health care law requires employers and entrepreneurs to submit to the
Internal Revenue Service (IRS) a tax reporting form for every vendor with which it has
more than $600 in transactions in a year. Employers will have to track down the taxpayer
identification number of each vendor and may be responsible for withholdingepésy

from the vendor if requested by the IRS.

Put more plainly, ifalandscaper wants to buy a new lawnmower, or a restaurant needs a
newicemaker, they have to report thatand o t he
Pop grocery store, and you b$%000 worth of merchandigachfrom 15 different
vendors, thatds 15 di Thiwilirevitably ¢remte highery ou h a
compliance costs for small businesses.

I n July 2010, t he National Taxpayer ABwoateghlighded Ser vi ¢

AOOOT I A O several consequences of the 1099 mandate:

A A[ Tl he new reporting burden, particul a
turn out to balisproportionate as compared with any resulting improvement in
tax compliance 0

A A[ S] mal I b lhave to acqguseaensw saftware or pay for additional
accounting services, incurring additio
A Aln our view, it is highly likely that

it must abate later, after great expenditure of taxpayerand IRStilmnd e f f or

A A[ Sl mall businesses that | ack the capa
customersleaving the economy with more large national vendors and less local
compettion. o
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Karen Mills, the Administratoof the Small Business Administratiohas advocated for
repealofthd 099 mandate, calling it fAburdensome
much paperwork, too much filind®' Small businesses around the couhiaye testified

to challenges surrounding the neapprwork requirements:

A AChi p mamesident and owner of EBC Carpet Services Corp., finds fault
with a particular provision €& that man
known as 1099s, to any individual or corporation from which they purgjuamsis
or services wor tThe lawmakers arelgang to favedtdfind aé 6
way to pay for this thing that shéegdbdve
R a n k i Thege aKe going to be a lot of businesses that are small argiza®dt
that wil hurt fromthis 6 ¢ o6Wedve got it coming and
of some of my workerso6 jobs wil PP now h

A AThat me a nupsahdomomahdpop shaps with limited bookkeeping
resources would have to tmtt tax ID information and file 1099 forms for every
gas station or office supply store they spend $600 with to support their business.
6There has got to be a better way, 6 sa
Jewel ry Clonde® cijt uabig headaeha forismal business

ownersd @™
Prolonging Economic Uncertainty
The health care laprovides for the creation of nearly 160 boards, bureausahicracies,

and commissionsin August 2010, the Joint Economic Committee minority released the
following chart™™ detailing how the law operates:

Your New Health Care System j

=

Health & Human
Services

| (Expanded Government | Private | ( New Relationships

(= J = Regutaions’

Rogulations/

Unehanged
< Private Emity

Coneultation/Advisory/

Arz=)
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Overall, the
federal
government is
expected to
issue 10,000
pages of new
regulations to
govern the
implementation
of the new law.

Overall the federal government is expected to issughly 10,000 pages of new
regulations to govern the implementatiortied new law. Small businesses around the
country are concerned about theplications of these new regulations:

A Al S]ome business owners say theyodre hol

theybébre unsure if the newly added prov
or those of their customer&mong them is Rick Ledesma, owner of DatalLogic
Software Inc., a software compame in H

canod6t plan to hire Dhtbbi soenyusbnmente
business but also the people you do businésswho might be impacted. If it

i mpacts them, it wi|I i mpact you indir
A Al Omaha Friendly Services owner Paul F
manager ésaid they have been fearful of
legislation could meanfarhe firm. €& o061 think (the hi
hurts smal lalbyws ishdeitsds.® s& &r WK adver sari al
ri ghtnow. 60
A AiRon Ruf f, president of Winfree, Ruf f

potential penalties that could be assessed to his business for not fully complying
with the new [health car ethesegagulaiomd i nes .
arent6t written yet. We ek !l y,I tnbosn tah I byi,g
unknown in theThetrens, @ hotsaifdunknown
about ™t his. 60

Evaluating the Small Business Tax Credit

Sections 1421ral 10105 of the health care bills passed by Congress provide for the

creation of a tax credit toelp small businesses afford the cost of covering their workers.
Evidence suggesthowever, this tax credit actually has the opposite efffieat was

intende: it acts as a disincentive to increase wages and hire additional workers. A NFIB
analysi“"det er mi ned that the tax credit Awill

i nsurance more affordable for small firms:

A Early estimatedy CBO indicatedhat just 12percent of small business workers
would benefit.

A The credit is very restrictive and requires small business owners to meet three
complicated Atestsd to qualify for any

A The credit is only available for a maximumsik years, but according to the
actuaries at the Centers for Medicare and Medicaid Services, health care costs will
continue to increase well after those six years.

Response to themall business taoredit has beedescribedat epi d 0 because
fi t tredt starts to phase out for companies that pay average annual wages of

more than $25,000 or employ more than 25 workers. The value of the benefit

declines quickly, so many business owners in-oigt states get no tax break,

and those elsewhere often shg credit is too smatb make much of a

di ffetence. o
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Experts at the Congressional Research Servicedeteemined that, by 2@]just
three million worker§ or onepercent6 t he nati onowill t ot al popu!
benefit from the credit™

Evaluating the Impact of Rising Costs on Large Employers

In December 208, major U.S. employers wrote a letter to tigmeaker Nancy Pelosi {D

CA) and Senate Majority Leader Harry ReidI¥) warningthatt he heal t h car
massive tax ineases woulthurt the economy*” I n t he hours after Pr
signing ceremony took place, businesses began publicly identifying losses in the millions

T all on account of new tax increases in the:law

A AT&T, $1 billion. A AK Steel, $31 million.

A Verizon, $970 million. A Eaton, $25 million.

A Deere & Co., $150 million. A lllinois Tool Works, $22 million.

A Boeing, $150 million. A Xcel, $17 million.

A Caterpillar, $100 million. A Valero, $15%$20 million.

A Prudential Financial Inc., A Honeywell, $13 million.
$100 million. A Goodrich, $10 million.

A Lockheed Martin, $96 million. A Carpenter, $5.9 million.

A Exelon, $65 million. A Allegheny Technologies,

A 3M Co., $85$90 million. $5 million V!

A IngersoltRand, $41 million.

Health care costs are expected to continue rifang@mployersn 2011, a trend attributed to
the health care lawA recently released Hewitt Associates repf8tt forecasts a nine

percent increase in costs for employéns, highest level in five yeardn turn,employers
arelikely to ask workers tdake onl2 percent more of these cosihe consequences of
these cost increases are already being felt, with companies warning employees they will
hawe to pay more for health care, and some going sasféw dropetirees:

A Boeingfiln a |l etter mailed to employees |
overhaul as part of the reason it is asking some 90,000 nonunion workers to
pay significantly more for their heal
health care reform |l egislation é i s
of the new law are phased in over the next severalygea 6 wr ot e Ri cKk
Boeisng&nior vice presi™ent for human

A 3M.i3M Co. <conf i r me stopiofferingiits helaldinsueaice nt u a |
plan to retirees, citing t'he feder al

A McDonalds. i Mc D o 18 &drpd Haas warned federal regulators that it could
drop its health insurance plan for nearly 30,000 hourly restaurant workers
unless regulators waive a new requirement of the U.S. health overhaul. The
move is one of the clearest indicationsthat w r ul es may di srup
health plans as the |l aw ripples throu

ObamacCare: A BudgBusting, JokKillingHealth Care Law 9



Evaluating the Excise Tax on MedicdbeviceManufacturers

Section 1405 of thhealth cardaw contains a 2.3 percent excise tax on mediesgice
manufacturers that companies warn will leaddnsiderable job losses in thelustry,

AA 2.3 percent excise tax aslkecompani es
heart defibrillators and surgical tools to hospitals, health centers and

ambulance services will cost medical device manufacturers an estimated

$20 billion in new taxes over the next decade. And they say that will force

them to lay off workers ahcurb the research and development of new

medical tools.

AoMany small to midsize medical device

feder al government in taxes than they n
the Medical Deice Manufacturers Associatiodt We ' r e t al ki ng abou
percent tax on total sales irrespective of whether a company is making a

profit. o é

ARi chard Packer , CBésedzbll Medical Cons,f or d, Ma s
which employs 650 workers in Massachusetts, said the tax will put his

compay , which produces -deénbpobsi atoné, abe
dismissed the idea that companies should be grateful the tax wasn't

Axlii

higherd

The Issuewith Government Waivers

The Department of Health and Human Services (HHS) is empowered by the healdnc
to grant waivers exempting entiifom being required to comply with its mandates. To
date, HHShas grante 222 such waiversvhich last for one yearThe complet list of
recipientsi including McDonalds, which had previously warned it would drop coverage
can be viewedn theHHS websité"™ A number of unions are alsm the lig of waiver
recipients, including:

I > By I By B B D By D D

The Service Employees Benefit Fund

The Local 25 SEIU Welfare Fund

United Food and Commeial Workers Allied Trade Health and Welfare Trust Fund
International Brotherhood of Electrical Workers Union No. 915
Asbestos Workers Local 53 Welfare Fund

Employees Security Fund

Plumbers and Pipefitters Local 123 Welfare Fund

United Food and Commerci#orkers Local 227

United Food and Commercial Workers Local 455 (Maximus)
United Food and Commercial Workers Local 1262

Musicians Health Fund Local 802

Hospitality Benefit Fund Local 17

Transport Workers Union

United Federation of Teachers Welfare Fund

International Union of Painters and Allied Trades (AEILO)

ObamacCare: A BudgBusting, JokKilling Health Care Law 10



One analysstated that the waivers prove that the health care law iska job MWhen you fi

put the power in the hands of the administration and the bureaucracy to decide who is going
toobey the | aw and who isndt going to obey
entire law in the first placee What t heyo6ve done here i s admi
jobs with this. They know that thisis ajeki | f'er . o

Findings

With nealy one in ten Americans looking for work, evidersteongly indicateshat the

health care law will continue to increase strainonemplayearsd entr epreneur s.
impact will especially béelt bythe mostvulnea bl e i n our neamalonds w
busi nesses, which create the overwhel ming
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FISCAL CONSEQUENCES

The government takeover of health ciarexacerbating thalready dirdiscal challenges

our nationfaces. If fully implementedthe healtrcare lawwill cost taxpayers$2.6 trillion,

while adding$701 billion to the dficit in its first ten yeard” By comparisonPresident

Obama ttd a joint session of Congress on September 9, 2088he would not sign health

care refor m mehootrddictidelist benre mMaw &r in the f

RevisiingCBOG6s I nitial Analysis

Claims that the health care lavould lower the deficitvere based primarily on an analysis

by the norpartisan Congessional Budget Office (CBO) showiegst of $940 billion over
If fully ten yearsand deficit reduction d$143 billion over the same perig™”"

implemented, An analysis by House Budget Committee Republichns/everyeveasthe true cost ofhe
health care law if fully implementedi to be $2.6 trillion. The nearby chattowsthe

the he_alth care rapidgrowth in the cost of the law over tin{#.

law will cost

t $2.6 This chart also demonstratesw t h e | ausediGB @Gdust hmetshodol ogy t
axpayers : advantage. CBO evaluates legislation over ay&ar budget windowThe health care

trillion, while lawb s most signi ficant benefits donét take ¢
. law requires ten years tdx increases and ten years of Medicare cuts to pay for six years of

adding $701 spending. Thisrend is reflected in thehart below

billion to the

deficit in its first

ten years.
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