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THE HEALTH CARE LAW: IMPLEMENTATION
AND SMALL BUSINESSES

WEDNESDAY, APRIL 17, 2013

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The Committee met, pursuant to call, at 1:00 p.m., in Room
2360, Rayburn House Office Building. Hon. Sam Graves [chairman
of the Committee] presiding.

Present: Representatives Graves, Chabot, King, Luetkemeyer,
Mulvaney, Tipton, Herrera Beutler, Huelskamp, Schweikert, Col-
lins, Rice, Velazquez, Schrader, Clarke, Hahn, Payne, Barber,
McLane Kuster, and Murphy.

Chairman GRAVES. I would like to call the hearing to order.
And I want to thank all of our witnesses for being here today. I
look forward to your testimony.

Today we are going to examine the implementation of one of the
most far-reaching laws in our nation’s history—the Health Care
Reform Law—and its consequences for small businesses. It was
signed into law on March 23, 2010, just over three years ago, so
this is a good time to assess how small businesses are faring and
how the law is being implemented.

According to a February 2013 Newtek Business Services poll, 65
percent of small business owners do not have a strategy to manage
their health care costs over the next 12 months. Most small busi-
nesses are not even aware of the yet of the thousands of pages of
mandates, requirements, and taxes in the new health care law or
they are uncertain just how to comply. Some provisions are already
in effect, including a new tax on the sale of medical devices, a new
Medicare payroll tax for higher earners, and new net investment
income tax for higher earners, new limits on tax-favored health
spending accounts, and medical loss ratio provisions. Next year, the
employer mandate, the individual mandate, the requirement that
employers’ plans cover a wide range of essential health benefits
and the tax on health insurance, all become effective.

In a recent U.S. Chamber of Commerce survey, 86 percent of
small businesses said regulations and taxes negatively affect their
ability to operate. Seventy-five percent expect the health care law
will increase their costs, and 71 percent believe the law will make
it harder to hire employees. Just 5 percent expect that their health
care coverage will become more affordable. Small companies, al-
ready hurting, are struggling to find ways to absorb additional
costs. Beginning in 2014, the employer mandate will require em-
ployers with the equivalent of 50 full-time workers to offer afford-
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able health insurance to employees who work more than 30 hours
per week, or pay a penalty. This one change is already causing
small business owners to consider shifting workers to part-time
status, reducing the workforce to just simply not hiring.

In a comment letter I sent to the Treasury Department on its
employer mandate proposed rule, I suggested minimizing the law’s
impact on small employers—for example, not deeming just 30
hours per week a full-time work week. Small businesses are con-
cerned, and for very good reason. All employers, even small busi-
nesses with fewer than 50 workers not subject to the employer
mandate will be affected by various reporting, notification and
record-keeping requirements.

In a January 2013 analysis by Dr. Douglas Holtz-Eakin, who is
one of our witnesses today, found that the law will dramatically in-
crease the cost premiums for small employers, and the temporary
small business health care tax credits help very few. A Government
Accountability Office report that I requested found that despite es-
timates that 1.4 to 4 million small firms will be eligible in 2010,
only 170,000 have claimed even a partial credit. These are the
same small businesses that we are counting on to grow, invest, and
create new jobs. And the laws, provisions, and regulations are still
coming.

Today we will hear from small business owners and others about
the effects of the health care law’s implementation. I look forward
to your testimony. And I yield to Ranking Member Velazquez for
her opening remarks.

Ms. VELAZQUEZ. Thank you, Mr. Chairman. And thank you for
calling this hearing. I want to take this opportunity to thank all
the witnesses for being here with us today.

Three years ago the president signed into law the Affordable
Care Act. Landmark legislation aimed at improving the system
that has been broken for too long. For consumers, low income work-
ers, and families with children suffering from a preexisting condi-
tion, the health insurance system offered a raw deal for many dec-
ades now. Small businesses and entrepreneurs were among those
left out in the cold by a structure that put insurance company prof-
its ahead of health care consumers’ needs. In that, small firms
have seen their premiums escalate by 113 percent over the course
of the last decade. For many of the smallest enterprises, those with
50 employees or less, providing quality health care to their staff
was simply not an affordable option.

Last year, the Supreme Court upheld the Affordable Care Act,
finding its provisions constitutional. Regardless of where each of us
stood when Congress considered and passed the bill, that debate is
now over. Indeed, rolling back or defunding the measure would be
of enormous harm to our nation’s entrepreneurs. The challenge be-
fore this Committee is ensuring reform is implemented in a way
that allows small businesses to benefit while minimizing disruption
for smaller companies.

Make no mistake, there are significant benefits for entrepreneurs
in the ACA. Forty billion dollars in tax credits are being made
available for small businesses that supply insurance coverage to
their employees. The smallest companies, those with fewer than 10
employees, gained the most from these credits. As rates have risen,
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the small employers have encountered the most difficulty offering
coverage.

Over just a nine year period, their coverage levels declined by
more than 10 percent, providing the need for a targeted credit.
While these tax credits offer great promise, challenges remain in
ensuring eligible businesses take full advantage of the program.
With only 335,000 small firms applying for this assistance, it is
clear that more must be done to make small companies aware of
how to apply and take advantage of this provision.

I look forward to hearing from our witnesses today what can be
done at the IRS and throughout the government to maximize small
firms’ use of the tax credit. Small businesses are also beginning to
reap the benefits from the law’s more general provisions that pro-
tect consumers from unfair insurance industry practices. As pur-
chasers of coverage, small companies are negatively impacted when
one of their employees encounters a rare or debilitating illness. For
these firms, the caps on lifetime limits and elimination of pre-
existing conditions are helping to create a fairer health insurance
marketplace. They prevent insurance companies from drastically
raising rates when one of the small firms’ employees grows gravely
ill.

In addition to preventing insurance companies from abusing
their small business customers, the law offers a more consumer
friendly marketplace for small companies wishing to offer coverage.
By January of next year, there will be health insurance exchanges
within every state providing a competitive marketplace for small
firms to shop for affordable coverage that meets their needs. For
too long, affordable quality insurance was only available to those
who worked for large employers, such as major corporations or the
state and federal governments. With full implementation of the Af-
fordable Care Act, we can enable small firms to offer compatible
coverage, making them more competitive and allowing them to at-
tract employees who might otherwise flock only to major compa-
nies.

When any major law of this complexity is implemented, there
will be an adjustment period. It is my hope we can ensure imple-
mentation goes as smoothly as possible for small firms, both by
shaping how regulations are crafted and where necessary making
minor statutory changes.

With that, Mr. Chairman, I thank you and I yield back.

Chairman GRAVES. Thank you very much.

Now we will go to our witnesses. We have got votes that will
probably happen sometime between 1:25 and 1:40, in there, so we
will probably get through all of your statements. And then we will
probably get started on questions and then come back to finish
questions. Unfortunately, they scheduled votes right in the middle
of the hearing. But with that, each of you have five minutes.

Our first witness is going to be Douglas Holtz-Eakin, Ph.D. Dr.
Holtz-Eakin is president of the American Action Forum. He served
as commissioner of the congressionally chartered Financial Crisis
Inquiry Commission from 2009 to 2011 and director of the Congres-
sional Budget Office from 2003 to 2005. Welcome, and we appre-
ciate you coming in today.
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STATEMENTS OF DOUGLAS HOLTZ-EAKIN, PH.D, PRESIDENT,
AMERICAN ACTION FORUM; WILLIAM J. GOULDIN, JR.,
PRESIDENT, STRANGE’S FLORISTS, GREENHOUSES AND
GARDEN CENTERS; LOUISA MCQUEENEY, GENERAL MAN-
AGER, CFO, PALM BEACH GROVES; KEVIN TINDALL, OWNER,
TINDALL & RANSON PLUMBING AND HEATING

STATEMENT OF DOUGLAS HOLTZ-EAKIN

Mr. HOLTZ-EAKIN. Chairman Graves, Ranking Member
Velazquez, and members of the Committee, thank you for the privi-
lege of being here today. I have submitted a written statement for
the record. Let me just talk about a couple of things in the opening
remarks.

The Affordable Care Act is many things. It is health policy. It is
budget policy. But it is certainly also dramatic economic policy, and
from that perspective I think i1t has significant flaws. It is a very
costly regulatory initiative whose uncertainty has not yet fully been
resolved. It contains numerous taxes and fees of a magnitude of
nearly a trillion dollars over the next 10 years that are hard to de-
scribe as pro-growth. And it imposes burdens on employers, raising
insurance costs at the very time when they have a mandate to pro-
vide insurance to employees. These are significant economic policy
headwinds and they have a particular implication for small busi-
nesses. And I want to talk a little bit about each of those.

At the American Action Forum, we spend a lot of time trying to
track the costs of regulatory initiatives in this area and elsewhere,
and the ACA is very costly. It has about $24 billion in reported reg-
ulatory compliance costs. These are estimates that come from the
administration itself. Eighty million hours of paperwork time spent
complying with those regulations. To give you some perspective,
that is 40,000 full-time employees filling out paperwork for a year
nonstop. And there are also in a table in the written testimony, 11
regulations that have significant economic impact on a substantial
number of small entities which is simply a term of art for notice-
able and significant burdens on small business. And so this is, in
fact, an initiative that has $2 billion in costs on small businesses,
has another 11 million hours that are particularly focused on pa-
perwork for small businesses, and we are not yet done. I think as
everyone on the Committee knows, the exchanges are not yet fully
implemented and there are open questions about whether we will
meet the October 1st deadline and other aspects of the bill remain
far from finished, and the ultimate regulatory burden will not be
seen. But we are already seeing some of the impacts on the small
business community, and I remain concerned about whether overall
this does pass the typical benefit-cost test.

If you look at the taxes and the fees in the growth, as I said,
there are a trillion dollars in new taxes here, including the man-
date on those employers or the tax on those employers who do not
provide insurance, the so-called mandate. Two thousand dollars is
a significant impact. The provision of that insurance itself is an im-
pediment to small business hiring. We are going to see business
after business shift as the chair mentioned to part-time as opposed
to full-time employment. They are going to have to devote re-
sources to insurance costs instead of hiring new people, and it is



5

a particular burden on minimum wage workers, where there is
very little flexibility in terms of the pay package so that you could
provide less in cash wages and more in terms of health insurance.
And so I am particularly worried about the impact at the bottom
of the economic ladder, the first step in upward mobility, and the
small business role in that.

We have seen other taxes that got mentioned that are particu-
larly onerous on small business. The medical device tax is a 2.3
percent tax on sales that is utterly divorced from the economic
health of any entity, and the research shows will have a dispropor-
tionate impact on small businesses. It is not surprising in a country
that leads the world in medical science that many of those devices
are, in fact, the creations of small businesses and startups. And
even prior to making a single dime they are going to have a tax
burden as they try to develop their products. And finally, the new
net investment income tax, which is going to show up on many
small businesses’ individual income tax returns, is simply a third
tax system above and beyond the income tax and the alternative
minimum tax. It is incredibly complex, and it is going to be quite
onerous for our entrepreneurs and small businesses to comply with.

The last thing I will mention is the cost of insurance itself. There
are lots of reasons to believe the essential benefits package, the re-
quirement to cover people with pre-existing conditions, the limited
age-rating bands that are in the law, that one would expect the in-
surance premiums of younger and healthier workers to go up, par-
ticularly in small businesses. The survey work that the chairman
mentioned that we did was to simply ask how big could that be?
And for small businesses with healthy workforces, these are double
digit, sometimes triple digit increases. We saw increases over 150
percent as a result of the impacts of the law itself. These are a sub-
stantial burden, an implicit tax on growth, at a time when we need
businesses, small businesses especially, to restore their traditional
role of creating jobs and speeding the pace of economic recovery.

So I thank you for the chance to be here today, and I look for-
ward to the chance to answer your questions.

Chairman GRAVES. Thank you very much.

Our next witness is William J. Gouldin, Jr., who is president of
Strange’s Florists, Greenhouses and Garden Centers in Richmond,
Virginia. Strange’s is a family-run business that began in 1935 and
has four generations of experience. Mr. Gouldin has been president
since 1971. He is testifying on behalf of the National Federation of
Independent Business. Welcome to the Committee.

STATEMENT OF WILLIAM J. GOULDIN

Mr. GOULDIN. Thank you, sir. Chairman Graves, Ranking
Member Velazquez, members of the Small Business Committee,
thank you for inviting me today.

I am Bill Gouldin, president of Strange’s Florists, Greenhouses
and Garden Centers in Richmond, Virginia. I work with my two
brothers, my wife, my son, and my daughter, along with 120 to 150
employees. We have a blend of full-time, part-time, and seasonal
employees, along with contractor hours at the major holidays. We
have four retail flower shops, a wholesale greenhouse range, and
two retail garden centers.
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Due to the holiday season and the nature of our business, vir-
tually all of our employees are hourly employees. We have been
paying 100 percent of the health care premium for all of our full-
time employees all of my career, and we also provide a 401(k) plan
for our employees. I thought providing health care benefits was im-
portant because I felt our employees needed it and we could pro-
vide it for less than it cost them, but in recent years I have come
to realize that all third-party pay systems are having difficulties
and that usually the beneficiaries have little knowledge of the costs
and some just do not care; and then I have very little control over
those costs.

When the health care debate was raging, I realized there was
plenty of rhetoric, both pro and con, but there was very limited de-
tail. So when people ask me about what happened in the financial
crisis, my comment has always been it was lack of due diligence
and integrity on all of our parts that the financial system got in
such trouble. And I think the same is true of the health care indus-
try and the Patient Protection and Affordable Care Act.

That caused me to take the time to begin scanning the House
and Senate bills as they were progressing, and I printed every page
that I could find that referenced the employer and the employee
and quickly realized that there were parts that were very vague
and confusing, many parts that were not workable, and some that
were very dangerous to employees and their employers. I realized
that this law would be the most disruptive instrument to the Amer-
ican workplace in my lifetime, and no one seemed to know or care
right in the middle of the worst recession/depression since the
Great Depression.

The IRS has the undesirable task of weeding through the details
of implementation and is making some progress but has a long way
to go. Their most complete list just came out December of 2012. It
was late in the game but it was a big help for some of the ques-
tions I had. One of the most dangerous parts of the law is the stat-
utory definition of full-time employment at 30 hours per week, or
as interpreted at 130 hours per month. The IRS cannot correct that
definition. Congress will have to amend the law. The use of 30
hours to define full-time employment is the lowest in the world, far
below the common practice of 37.5 to 40 hours per week that is
common practice for both public and private employers in this
country. This is already causing rescheduling of employees where
employers have read the law.

Every employer will be forced to define part-time employment as
something below 30 hours a week. Most will use between 20 and
27.5 hours per week. There millions of people who currently work
between 30 and 36 hours per week because that suits their lifestyle
and their income needs. These people will be required to lose hours
of work and income. Some employers are paying “time and a half”
to avoid hiring additional employees. The new full-time employee
definition will cause a hole in employment between 27.5 and 37.5
hours per week and possibly wider.

In 2009, I began developing the table that I gave you all a copy
of, and I have been tracking the Kaiser Family Foundation average
national premiums. And I made modest adjustments of 5 percent
inflation for 2013 and 2014. The tables show the marginal cost of
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offering health insurance at $119.05 an hour for an employee al-
lowed to work 30 hours per week where the employer pays 100 per-
cent of the premium, which is in their case, or a premium of $95
an hour if the employer pays 80 percent of the premium. These
staggering marginal costs are evidence of the problematic employ-
ment wedge that has been created. The 9.5 percent affordability
test will only aggravate the problem and drive wage rates at the
rate of health care inflation.

My concern is that no one seems to care about the millions of em-
ployees that will lose their job in whole or in part because of this
30-hour rule. Most employers have no pricing power to pass these
increased costs on to their consumers so they have no options but
to reduce hours or personnel. If a business tries to absorb these
costs and goes out of business, everybody loses their jobs.

The employer confusion caused by this law is already causing
higher unemployment and I believe that real unemployment, which
is the U-6 table, will rise as employers try to adapt to this law.

Amend the definition of full-time employee to read 37.5 hours per
week and begin to improve the U-6 unemployment today instead
of watching it rise above 14.5 percent. This will increase employ-
ment better than any scheme that I have heard and not cost the
government a dime. Our every effort should be to move people from
unemployment to working taxpayers.

We need a paradigm change to genuine respect for those private
businesses that create jobs in this country and for those who go to
work every day. The most patriotic thing any of us can do is to cre-
ate a job or go get a job.

Thank you very much. I look forward to your questions.

Ms. VELAZQUEZ. Mr. Chairman, it is my pleasure to introduce
to the Committee Ms. Louisa McQueeney. Ms. McQueeney is the
chief financial officer of Palm Beach Groves, an orange shipping
business located in Lantana, Florida. The company has been family
owned since 1946 and has a handful of employees. Ms. McQueeney
has been with the business for over a decade. She is testifying
today on behalf of the Main Street Alliance, a national network of
state-based small business coalitions. Welcome.

STATEMENT OF LOUISA MCQUEENEY

Ms. MCQUEENEY. Chairman Graves, Ranking Member
Velazquez, and members of the Committee, thank you for the invi-
tation to testify on how the Affordable Care Act is impacting small
businesses.

My name is Louisa McQueeney, and I am the general manager
and CFO of Palm Beach Groves, a small business in Lantana, Flor-
ida. We ship gift citrus across the United States and Canada. Last
year we employed six year-round employees and three seasonal
workers.

Part of my job as CFO is managing health care benefits. I have
grown quite accustomed to yearly double-digit rate increases from
12 percent to as high as 32 percent.

For almost a decade, our staff has not seen any raises, because
the raise would go to yet another increase in health insurance pre-
miums.
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Then, the first components of the Affordable Care Act, or
“Obamacare” were implemented.

In November of 2011, our insurance agent called with our re-
newal. Instead of the nightmare news I have come to expect, I
found out that our premiums would increase by a grand total of 0.2
percent. Zero point two. Flat.

I was floored. This flat renewal came with exactly the same
plan—mo dumbing down the coverage, no increase in our
deductibles, everything remained the same.

Then, at tax time, we applied for the small business health care
tax credit, which cut our total health care costs by about 10 per-
cent—$7,400—for 2011.

Last summer, we also received a $1,582 rebate check in the mail
from our insurance company. Our health insurer had not met the
“80/20” rule which requires them to spend at least 80 percent of
premiums on medical care. So, they were forced to pay us back the
difference. I was so excited I really thought about framing the
check.

My family was also personally benefitting with a free annual
well-visit, and we were also able to keep our daughter on our
health insurance until age 26. Between the stable rate, the tax
credit, and the rebate check, last year our health care costs went
down 12 percent, the first time ever, thanks to the Affordable Care
Act.

Since the law will not be fully implemented until 2014, we still
face challenges. All of our employees are in their 50s and 60s. Last
year we had four major health care events in our very small group.
One of our long-time employees died after battling lung cancer. The
spouse of another was diagnosed with a serious heart condition.
Thank God he was covered under our insurance, because it literally
did save his life.

Under Florida law, health insurers are allowed to impose addi-
tional rate hikes to small businesses based on the health status
and claims experience of the group. When you only have a few em-
ployees to begin with, just one battle with cancer can dramatically
affect your rates. Add a heart condition diagnosis and a generally
aging workforce, and we found ourselves facing another double-
digit rate hike at our latest renewal.

Starting next year, the Affordable Care Act prohibits insurers
from hitting small businesses with these rate hikes based on health
status or claims experience. Gone will be the days when, if one of
your employees gets cancer, your rates will skyrocket. Frankly, it
cannot come soon enough.

I am pleased that Governor Scott has joined with other repub-
lican governors in dropping the opposition to the law and wants to
accept the Medicaid expansion, which will help many Floridians.
However, this issue is still being hotly debated in our state legisla-
ture. I hope they do the right thing.

We need to move forward with health insurance exchanges where
small businesses can compare costs and coverage. Too many small
business owners still do not know that they could benefit from the
health care tax credit, a dollar-for-dollar reduction in your tax bill.
I found out about the credit through a small business IRS mailing,
but many business organizations, like the U.S. Chamber of Com-
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merce, opposed the law for ideological reasons. I feel they have
been remiss in educating their members about how they might ben-
efit and lower their health care costs.

Before I finish, I want to say something briefly about employer
responsibility. In our system, health care insurance is generally
provided by the employer. We feel it our duty to provide health cov-
erage to our employees who are like family to us. How can you look
an employee in the eye while they battle cancer and say “We are
going to drop your coverage” when you know it will financially dev-
astate their family?

As a business doing the right thing in offering health coverage,
it is a problem for us when businesses much larger than ours do
not offer health insurance and force us to subsidize their costs. The
shifting of uncompensated health care costs represent a hidden tax
in our premiums that cost our business hundreds of dollars per em-
ployee per year How is that fair?

In conclusion, the Affordable Care Act is bringing affordable good
quality health coverage within reach for many small businesses.
We are already seeing the benefits and have even more to look for-
ward to with the establishment of the state health insurance ex-
changes, the prohibition on rating due to health status, and other
provisions that are still on their way. We need to keep building on
the foundation of the Affordable Care Act, not tear it down. Small
businesses across the country cannot afford to go back to the bro-
ken, free market health care system we faced before reform.

I thank you very much.

Chairman GRAVES. Thank you, Ms. McQueeney.

Our final witness is Kevin Tindall, who is the owner of Tindall
and Ranson Plumbing and Heating in Princeton, New Jersey. Mr.
Tindall received the International Association of Plumbing and Me-
chanical Officials Green Contractor of the Year Award. He is testi-
fying on behalf of the Plumbing-Heating-Cooling Contractors—Na-
tional Association. Welcome to the Committee.

STATEMENT OF KEVIN TINDALL

Mr. TINDALL. Thank you, Chairman Graves, and members of
the Committee.

As the owner of a small business and on behalf of the Plumbing-
Heating-Cooling Contractors National Association, I would like to
thank you for the opportunity to appear before the Committee to
discuss health care reform. I applaud the efforts to hold this hear-
ing on one of the most important issues facing the citizens of our
nation.

Tindall and Ranson provides plumbing, heating, and cooling
services. My wife, Kathy, and I established the company 20 years
ago. We now have 20 full-time employees. I am proud to say that
we provide quality health care insurance to all those working at
Tindall and Ranson.

For the purposes of my appearance, I would like to ask that you
look at me as a small business job creator. I further ask that you
receive my testimony as someone who has worked to help create,
build, and improve the quality of life for those living in my commu-
nity, as well as providing quality careers for those who work for my
company, my partners.
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I am not an expert in health care reform. I am, however, a per-
son who must live with business decisions and policies that Con-
gress establishes which either increases or inhibits my ability to
create jobs. For that I am an expert. I have yet to understand how
as a nation we continue to state that we need to create more jobs,
yet challenge, threaten, or even ignore the very mechanisms for job
creation.

I would like to touch on a very few small business dynamics that
relate to health care reform.

Small business health care credits. When Congress passed the
health care reform package, I heard and read much about tax in-
centives for small business. I received material with the intent of
calculating any benefits of the reform in terms of tax credits. I am
proud to say that I do not qualify. The average salary for those who
work for my company exceeds the $50,000 threshold, thereby dis-
qualifying me. Tax credits as an incentive are meaningless unless
you happen to fall within a very limited universe as defined by the
reform.

Rising insurance premiums. One of the issues during the health
care reform debate was rising insurance premiums and the need to
be brought under control. I could not agree more. But that is the
difference between policy and the real world. For my company, in-
surance renewal costs for 2011 experienced an increase of 9.7 per-
cent, followed by an increase of 9.3 percent in 2012. Because 1 al-
ways view those who work for my company as partners and be-
cause I will always provide my partners and their families with
quality health care insurance, this increase simply means the cost
of doing business has increased. Eliminating health care insurance
or perhaps turning to a lower quality health care insurance to save
money is not an option. The continued rise in cost of providing
health care insurance absolutely stifles my ability to create, pro-
vide, and sustain jobs.

Educational materials. As an officer of the Plumbing-Heating-
Cooling Contractors National Association, I have access to health
care reform information webinars, materials, and analysis, and I
take advantage of all those tools. I raise this point for two reasons.

1. With my years as a member of the association and my position
as an officer with the association, combined with the efforts and
time to understand the complexities of the reform, I still have ques-
tions and concerns.

2. I raise the question—what about other small businesses across
the country who do not belong to an association—state or national?
We assume these small businesses know about reform and under-
stand its timetables, but I would submit they may not have the re-
sources, time, ability, or know-how to reach out and find out more.

I very much agree that one of the nation’s top priorities should
be job creation, but job creation is not a concept. It begins in com-
munities like mine and with people like me.

In closing, Mr. Chairman, I would like to thank you and the
members of the Committee again for this opportunity. I would be
happy to answer any questions that you may have either now or
in the future. Thank you.

Chairman GRAVES. Thank you, Mr. Tindall. I appreciate it.

And we are going to turn to Mr. Collins.
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Mr. COLLINS. I would like to thank the panel very much. I have
a question really for you, Mr. Tindall. But first of all, Dr. Holtz-
Eakin, you have confirmed a lot of the things I have heard as well.

Last week I was the breakfast speaker at the Job Creators Alli-
ance Leadership Summit down in Florida, and I heard time and
again the very issues that you were raising. So thank you for your
comments.

And Mr. Gouldin, I am a fellow member of the NFIB, a great or-
ganization.

And I would like to also congratulate Ms. McQueeney and Mr.
Tindall on being job creators, entrepreneurs in what we know is a
tough economic climate. And more so even in understanding the
fact that you provide your employees health care because that is
not true of all small businesses.

So Mr. Tindall, my concern is jobs. And there is a saying that
I have in the business world, “You grow or you die as a small busi-
nessman.” You have to focus on growth. But then again, you have
got expenses. So I guess my question to you, and also if you could
relate what you are hearing from other folks in the plumbing, heat-
ing, and air conditioning business, as your expenses are going up
and you are faced with this mandate, my view is you either have
to raise prices, but that could cost your company market share be-
cause others may not be doing it, or you are going to have to cut
expenses. I do not see an alternative. And if that is advertising or
other things to get more business, all I am seeing is a wet blanket
on job creation. And I would like to ask you to speak to your com-
pany, but also what you are hearing from other fellow members of
your association.

Mr. TINDALL. Absolutely. Their primary concern is obviously
there are—some of my competition does not provide health care to
their employees, and this law did not really do anything to help
that. The other thing is we are not being able to predict the cost
going forward. You know, the implementation of the law was sup-
posed to create a cost controlling mechanism and as a company I
have not seen that yet. Quite the contrary. I mean, the renewals
are talking about up to a 50 percent increase on renewals, which
is going to create very much the issues that you are talking about.
It is unaffordable. We will have to look at other options but, you
know, we still do not consider elimination of health care an option.
So it is of great concern. And I guess the biggest problem I have
is that it is unpredictable.

Mr. COLLINS. Quickly, Dr. Holtz-Eakin, you mentioned the
medical device tax. I would like to point out, and you certainly
know this, but it is 2.3 percent of revenue. Not 2.3 percent of profit.
So if you are a small business and it is 2.3 percent of revenue and
you are just barely breaking even, I can do the math but I would
like you to share what you think might be happening in those com-
panies subject to that if, in fact, they do not make 2.3 percent of
revenue even to their bottom-line.

Mr. HOLTZ-EAKIN. We actually have a research paper on this
which I would be happy to provide to you but the situation is ex-
actly as you characterize it. You have a lot of these companies who
have very small profit margins, under 2.3 percent. The 2.3 percent
chews up all the profit margin. They are typically start-up inno-
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vator device companies who need to plow that money back into the
firm in order to get scales sufficient to market more effectively.
They do not have the opportunity to do that. Often, they cannot
hire in times they need to. And the anecdotal evidence that I have
heard already is about several of these firms simply giving up and
leaving the industry.

Mr. COLLINS. To follow up on that, I assume you could support
easily a cap to say if the medical device tax at 2.3 percent of rev-
enue but cannot exceed something like 10 percent of profits, which
would answer the question of some company where they do not
even make 2.3 percent, certainly modifications like that which
bring the tax burden into alignment with the underlying economics
of these enterprises is the right thing to do. If you put aside the
large debate over the designability of the law, there is a lot of bad
tax policy in the Affordable Care Act. If you just look at it as tax
policy—the device tax, the investment tax, the health insurance fee
premium tax—are all designed in ways that have very perverse
economic incentives and need to be fixed.

Mr. COLLINS. Thank you very much, Mr. Chairman. I yield
back. )

Ms. VELAZQUEZ. Mr. Chairman, in light of the fact that there
is going to be a vote, I will defer to my colleagues on the democratic
side.

Chairman GRAVES. Thank you.

Ms. VELAZQUEZ. 1 will be coming back. I will ask my questions
later.

Chairman GRAVES. Mr. Schrader.

Mr. SCHRADER. Thank you, Mr. Chair.

Mr. Eakin, a lot of work—excuse me—on this issue. Did you take
into account the number of small business jobs that will be created
as a result of the consulting industries that are developing, doctors’
offices, nurse practitioners being hired to fulfill the need of imple-
menting the health care bill?

Mr. HOLTZ-EAKIN. We have not done a precise employment es-
timate.

Mr. SCHRADER. Okay. So that has not been done. Did you take
into account the benefits that will occur in lowering costs based on
the event of health that was testified by Ms. McQueeney, the fact
that we have lifestyle adjusted premiums that will obviously drive
down costs? Was that part of your analysis?

Mr. HOLTZ-EAKIN. There is no evidence that

Mr. SCHRADER. But you cited anecdotal evidence just a mo-
ment ago that the premiums are going to be going up maybe 50
percent and stuff.

Mr. HOLTZ-EAKIN. That is actually a survey.

Mr. SCHRADER. If I may reclaim my time.

My point is that while your study is prophesying doom and
gloom, the premiums on my small business, my little vendor world,
were going up double digits prior to any discussion about health
care reform. Every single business man/woman I knew in my great
state of Oregon was clamoring for health care reform. The real
world is the health care bill has not even taken effect yet. And that
is what the 9 percents that Mr. Tindall has talked about that are
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9 to 10 percents that are gouging him. The higher double-digit in-
creases we have seen.

Now, the one point I think the panel has made very well, and
I truly appreciate it, is the uncertainty. You do not know what is
going to happen next. Is it going to get worse? Is it going to get
better? Did I buy a pig in a poke with this whole ACA thing? That
is legitimate, and unfortunately, it is going to be uncertain for a
little while. Panels like this can help inform us. I do agree with
frankly the discussion on the temporary workers. Our definition
there probably needs some tweaking. I think that is a really good,
solid point and hopefully we will bring that back.

The medical device issue though, I mean, I disagree again re-
spectfully, Mr. Holtz-Eakin, that all these new taxes are horrific
and going to stifle jobs in the industry. What was taken into ac-
count during the ACA discussion by the insurance companies, the
medical device manufacturers and everyone else that was going to
see a score of new lives, have access to their products, have access
to insurance that do not have access now, they are actually going
to drive the cost down over the long term. They are actually going
to be able to sell their devices where they could not sell very many
of them before.

So I think it is very important that we understand that during
the ACA, I did not hear a whole lot of discussion about this. After
the ACA, sure. No one wants to pay any more taxes than they have
to. I get that. But the real world 1s I think there is a tendency to
overstate things.

And the last comment I guess I would make that I think is ex-
tremely important is that we have already seen economists around
the world, maybe you are one of the few that does not agree, but
I just came from a presentation by Doug Elmendorf a few moments
ago. There seems to be a growing consensus among economists that
the moderation in health care costs—not just Medicare, not just
Medicare—but in private health care costs, it is not just because
the recession is preventing people from getting health care. That
is part of it. I get that. But it is because of the rethinking that the
medical community is thinking about how they deliver health care.
Bundled health care payments, more coordinated care. I mean, over
the long haul I think we will have huge benefits in driving costs
down.

And I am old enough to remember back when we looked at dif-
ferent types of health care premiums 15, 20 years ago, and my
state, we were trying to do this managed care thing and jeez, what
is that going to do? It drove costs down dramatically, despite the
initial fears that it was going to be the worst thing since, you
know, the invasion of France by the Germans for goodness sake.
So there has been some tremendous changes that I think we want
to figure out what the real score is going to be before we all say
it is horrible. Productively from the panel is there some key tweaks
we have to do? Get rid of the uncertainty as soon as possible.

Last, last comment is, you know, a question, I guess. How many
businesses, small businesses have less than 50 employees? Doctor,
do you know the answer to that one? I do but I am just asking.

Mr. HOLTZ-EAKIN. The number of small businesses?

Mr. SCHRADER. Less than 50 employees.
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Mr. HOLTZ-EAKIN. I do not know the precise number.

Mr. SCHRADER. Yeah, it is 97 percent.

So the bottom-line is most businesses, most real small busi-
nesses, are not going to be affected by this. They are totally unaf-
fected. They do not have to pay health insurance. Do not pay a
bloody penalty. Do not have to do anything except go to work every
bloody day. And their employees go to work.

So let us put this in perspective. I do agree—I am trying to be
collegial here—that those businesses between 50 and 200 employ-
ees—this is a tough deal. We have got to figure out how to make
this work for you all. Business as usual will not do it. And it is a
sad comment I think that health insurance premiums—I provide
health care to my employees. My maximum deductible says health
care costs went up. Got up to 200 to 500. Now 2,000 is not uncom-
mon. That is just a comment on the current system; let us make
it better.

And I yield back. Thank you.

Chairman GRAVES. Mr. Mulvaney.

Mr. MULVANEY. Thank you, Mr. Chairman.

Ms. McQueeney, I am a little confused because what I am hear-
ing is that your costs went up only very slightly because of the Af-
fordable Care Act, and Mr. Tindall’s went up a lot because the Af-
fordable Care Act has not yet been implemented. So I am a little
confused on that. But I want to talk more about your business.

I was listening to your story about your business and was won-
dering, your health insurance premiums should have gone up con-
siderably; right? I mean, you have had people with substantial
claims. You have had some people with some health issues. Your
health insurance premium should have gone up; right?

Ms. MCQUEENEY. I have been at Palm Beach Grove since 2000,
since the year 2000. And the premiums of health care have gone
up every single year, arbitrarily, whether we had a health experi-
ence or not.

Mr. MULVANEY. But last year

Ms. MCQUEENEY. Last year it went up, and I understood that
one because we had four horrendous cases. That I can understand.
But the previous 11 years I really could not understand.

Mr. MULVANEY. You had four horrendous cases and your pre-
mium only went up 0.2 percent?

Ms. MCQUEENEY. No, no, no. That was the year 2010-2011.
Last year, 2012. So the premiums for 2013 went up again.

Mr. MULVANEY. And I guess there is my point. You are em-
ploying—you said all your employees were in their 50s and their

Os.

Ms. MCQUEENEY. Yes. The ones that are on the plan; correct.

Mr. MULVANEY. Health care costs are not going down. Health
care costs continue to go up. They go up faster than the rate of in-
flation.

I would suggest to you, Ma’am, that the reason that you experi-
enced this particular benefit is because you were hiring people or
you have people who are 50 and 60 years old. And it is folks like
my business where we hire young people, folk 18, 20, 22—I ran a
restaurant—who are paying for your low rates.

Ms. MCQUEENEY. Would you like me to lay them off?
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Mr. MULVANEY. Ma’am, I will tell you that someone has to pay
for it. Someone has to pay for it. It is not free.

Ms. MCQUEENEY. I understand.

Mr. MULVANEY. You are getting it for free, and you are getting
it on the backs of people who are 18, 20, and 24 years old. If you
are a young person in this country, it used to be that the insurance
companies could charge you a much lower rate than they could to
older people. It was, I think, age banding or something like that.

Ms. MCQUEENEY. Would you prefer——

Mr. MULVANEY. The Affordable Care Act, Ma’am, I would be
happy to ask you a question in a few minutes. The Affordable Care
Act prevents us from doing that. The Affordable Care Act is now
forcing insurance companies to raise premiums on young, healthy
people because they are no longer able to offer them lower rates.

So I suggest to you that while it is great for your company, it
has worked out wonderfully for you, someone is paying for that.
And that someone happens to be folks who are probably under the
age of 30 and who are healthy.

Mr. Holtz-Eakin, you mentioned before about the medical device
tax. If my margin in my business is 2.3 percent or I am paying a
2.3 ﬁ)el;cent sales tax on my revenues, what percentage income tax
is that?

Mr. HOLTZ-EAKIN. It is nearly an infinite income tax. It is a
zero base.

Mr. MULVANEY. Exactly. If you are not making more than 2.3
percent gross margins, this is at least 100 percent income tax on
your business. That is what this act stands for. If you voted for this
act, you voted for a 100 percent increase on some businesses. One
hundred percent tax income or income tax on some businesses.
That is what I cannot get through a lot of my small businesses’
heads when they come in and say, “Oh, this has worked out for
me.” There are other folks for whom it did not work out for. There
is nothing free in this business. Someone is paying for your low
premiums, Ms. McQueeney, and my guess is it is several of the
other people here at this podium.

Ms. MCQUEENEY. Can I answer you, please?

Mr. MULVANEY. I did not ask you a question.

Ms. MCQUEENEY. Oh, I am so sorry. But I would just, respect-
fully, I would like to say to you I pay $1,200 a month with a $5,000
deductible. I am not taking anything for free from anyone. We have
people that pay $1,800 a month.

Mr. MULVANEY. Do you know how much the coverage costs?
How much the actual health care that your employees receive cost?
Do you know what you got in exchange for that premium?

Ms. MCQUEENEY. Can I ask you another question?

Mr. MULVANEY. I am asking you a question. Do you know——

Ms. MCQUEENEY. Last year we got an enormous amount of
money in health care for that. Absolutely.

Mr. MULVANEY. How much?

Ms. MCQUEENEY. How much they actually were billed for or
how much the insurance company actually paid?

Mr. MULVANEY. How much did it actually cost?

Ms. MCQUEENEY. Which number would you like?

Mr. MULVANEY. Tell me how much it actually cost.
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Ms. MCQUEENEY. No, which number would you like? I can give
you two numbers.

Mr. MULVANEY. If I ask you the question how much did it
cost:

Ms. MCQUEENEY. First of all, I do not have the records to my
employees. That is private information.

Mr. MULVANEY. You do not know the answer, do you?

Ms. MCQUEENEY. I do know the answer.

Mr. MULVANEY. None of us know the answer. None of us know
what health care costs in this country. You can go to the doctor
today and ask them—I do because I have a high deductible pro-
gram. What does it cost? Ma’am, please.

ffl})&s. MCQUEENEY. What would you like me to do? Lay people
off?

Mr. MULVANEY. Please. I do not want you to lay any people off.
I want you to understand——

Ms. MCQUEENEY. What would you like me to do then?

Mr. MULVANEY.—the fact that someone is paying for that and
it is young people in this country.

Ms. MCQUEENEY. I cannot access your health care. I have no
choice.

Mr. MULVANEY. I have the same—I have the same health care
as every other federal worker.

Ms. MCQUEENEY. But I do not have that choice.

Mr. MULVANEY. I have a high deductible program. I go to my
doctor’s office with a sick child and I say, “How much does this
visit cost?” Do you know what they tell me? They do not know. We
do not know what health care costs. You are complaining about a
premium that you say costs $1,200 a month. That is only an unrea-
sonable number depending on what you are getting in exchange for
that $1,200 worth of premium. If you are getting a million dollars
worth of actual benefit for $1,200, that is not a bad deal. And I
would suggest to you that we have broken down into a discussion
about health insurance, not the cost of health care. We are sitting
here discussing today what our premiums are, what happened to
our premiums, what we have to pay to our employees, and the dif-
ficulty is that we are not talking about the cost of health care; we
are talking about the cost of health insurance. And unless you
know what health care costs, you have no basis for saying that
ﬁouf health insurance is expensive, cheap, a great deal, or a lousy

eal.

I ask you one last question, Ms. McQueeney, which is you men-
tioned your daughter—oh, I am sorry. The clock was not turned on
so I lost track. I am sorry. I apologize. I yield back the balance of
my time.

Chairman GRAVES. Ms. Hahn.

Ms. HAHN. Thank you.

I am one of those that obviously does believe that the Affordable
Care Act is going to make for a healthier nation, a healthier busi-
ness climate. And I do know that there is a lot of misfortune of
misinformation out there, a lot of outright lies and deception that
are being propagated in terms of the Affordable Care Act.

I actually just held a workshop in my district with Natalie Orta
of the Small Business Administration and David Chase of the
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Small Business Majority. And I had about 25-30 small businesses
that actually for the first time heard the actual facts about what
the Affordable Care Act would mean to those small businesses. And
the first fact that bowled everybody over is what Dr. Schrader
talked about, which is 97 percent of the businesses will be exempt
from this because they have less than 50 employees.

But one of the things—by the end of the workshop everyone was
feeling a lot better about the benefits of the Affordable Care Act.
Many of them had also received the rebates from the insurance
company because they were not spending 80 percent of the pre-
miums on health care and only 20 percent on administration. So
that is already a huge benefit to people who are paying into the
system.

You know, I was going to ask Ms. McQueeney, you know, clearly
you felt it was important to offer your employees health insurance
even before the implementation of the Affordable Care Act. Could
you expand on that a little bit, particularly because some of your
competitors were not providing health insurance. You were spend-
ing a little bit more money on that. Could you share with us why
you felt that was an important thing to do and how did that ulti-
mately benefit your business?

Ms. MCQUEENEY. Well, the family that owns Palm Beach
Groves, they have always provided health care. And again, I have
to stress that this is how you get health care in this country is
through employment overall. And it used to be not a problem as
big as it is now. It is a huge problem, and every year you have to
make the choice can we continue on with this? Like Mr. Tindall
says, or do we need to cut the health care—do we need to cut their
insurance? It is not an easy decision to make but we do not have
any control over—I agree with him, we have no control over any
of the costs. I have no leverage with the insurance company. I can-
not go there and say, no, I want a better plan. There is just noth-
ing out there for us. So what am I supposed to do? That is my
question. I would like to have people answer me. What would you
like me to do? Not insure? Get on the rolls of the uninsured? I do
not want to do that.

Ms. HAHN. Well, that is what I was hoping you would elaborate
on a little bit. What are the benefits for you?

Ms. MCQUEENEY. The benefits are people are secure in their
jobs, they are great staffed, they know the company. I do not want
to lose them over this. They are like family to us. Am I going to
devastate people financially because they get sick to no fault of
their own? It is just the system is broken and we are trying to find
help here.

Ms. HAHN. Well, the system was broken and I think that is why
this Congress passed the Affordable Care Act to fix what was a
very broken system.

Ms. MCQUEENEY. But I do agree it is not addressing the cost.
It is not addressing the cost enough. And we have no control over
the cost whatsoever. I can go to a doctor’s office, and I have asked
how much is a particular procedure. And you get no answer. None.

Ms. HAHN. Right. And that is the real problem, is the real true
cost of health care.
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Ms. MCQUEENEY. If I have a heart attack I cannot say how
much will this cost to fix my heart because at that moment I might
not be capable to make that decision.

Ms. HAHN. Right. Well, again, I would urge my colleagues to
hold similar workshops wi