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Introduction:

This testimony is submitted on behalf of Apgar & Associates, LLC, an Oregon small business and the Oregon Small Businesses for Responsible Leadership (OSBRL).  Oregon small businesses have concerns regarding proposed funding mechanisms for the Oregon Health Fund designed to pay for health care reform in Oregon.  

The two current proposed primary funding sources (provider taxes and payroll taxes) are problematic from a legal and small business perspective.  Also, the current proposed funding sources do not address the funding sources to be considered that were included in Senate Bill (SB) 329 (Enrolled).  Given that, OSBRL and Apgar & Associates, LLC cannot support the current direction of the Finance Committee and recommends examining alternative funding sources, most of which were identified in SB 329 (Enrolled).

Also, OSBRL and Apgar & Associates, LLC are concerned about the lack of small business representation on the Board itself and supporting Committees.  OSBRL was involved before and during session to provide assistance with crafting bill language, bill amendments and supporting the bill.  At this point it appears that the involvement of small businesses has been minimized, causing concern among small businesses in Oregon.  

Small businesses represent the largest segment of established businesses in Oregon and employ a significant number of Oregonians.  Small businesses are not averse to the establishment of expanded health care coverage for Oregonians as long as it is not at the expense of small businesses to the point that operating a small business in Oregon becomes economically untenable.

Funding Mechanisms:

Provider Tax – Federal law allows the taxation of providers up to 6% of revenue and expressly for the benefit of all (or the class of) providers being taxed.  This likely means that any provider tax revenue can be used only to directly benefit identified classes of providers.  Utilizing provider tax revenue for other purposes, in this case funding what amounts to health insurance, does not directly benefit a particular class of provider and it is likely such a use would be prohibited by federal law.

Currently the Oregon Legislative Assembly has passed legislation taxing two classes of providers – nursing facility providers and hospitals.  The current tax rate is approximately 6%.  This was supported by the Office of the Governor given the Governor’s approval of this legislation.  Revenue from the existing tax is used to assist with funding long term care and hospital care in Oregon generally and does not benefit any individual organization specifically.  This tax was supported by the industry at the time the tax was approved by the Oregon Legislative Assembly with the promise such additional revenue would only be used to assist with covering the cost of health care provided by these classes of providers.  This means neither of these provider classes can be additionally taxed to support health care coverage in Oregon, even if such were legal pursuant to federal law.

Many of the providers in other provider classes (e.g., primary care physicians, specialists, nurse practitioners, medical labs, etc.) are small businesses in and of themselves.  Given the additional proposed funding mechanism, there is the potential that these classes of providers would be taxed twice – one as a provider and again if a payroll tax is imposed.  This would significantly impact Oregon’s small providers and provide a disincentive for these providers to offer services within the state.  Also, again, such taxation where the revenues are used for other than providing a direct benefit to these classes of providers appears to be illegal under federal law.
Payroll Tax - Small businesses, including OSBRL, indicated opposition to the use of payroll taxes to support health care reform in Oregon.  Ultimately such taxes impact the economic viability of Oregon’s small businesses and the cost would likely be passed along to Oregon’s workers through payroll reductions, potential layoffs and potential reduction of benefits in other areas such as retirement and disability benefits.

Oregon’s small businesses did offer an alternative.  This was an area where small business are more than willing to share the necessary cost of providing health care to all Oregonians as long as it does not lead to Oregon small businesses shutting their doors due to a significant financial burden that is the result of a potentially regressive funding mechanism that hits small businesses harder than other types or categories of businesses.  Funding mechanisms that were supported by Oregon’s small business community that are referenced in SB 329 (Enrolled) appear not to be under consideration at this time by the Finance Committee.

Other Funding Mechanisms – OSBRL and others question the Finance Committee’s decision not to even consider at this time other funding mechanisms referenced in SB 329 (Enrolled).  Additional funding sources referenced in the bill include:

· Employer and employee health care contributions

· Individual health care premium contributions

· Legislative appropriations

· Interest earnings on funds collected

· Model rate setting

· Cost reductions through the establishment of a health insurance exchange

· Gifts, grants or other contributions from other sources

· Health Care Savings Accounts and other similar vehicles
OSBRL and Apgar & Associates, LLC fully understand that SB 329 (Enrolled) did not mandate any particular funding vehicle but did mandate evaluating the possibility of a much broader spectrum of funding mechanisms.  It is disturbing to note that the Finance Committee appears not to be considering additional funding mechanisms at this time even though SB 329 (Enrolled) indicates that such shall be considered.  This appears to be contrary to the intent of the bill and contrary to the requirements of the bill on the face of it.  OSBRL and Apgar & Associates, LLC would greatly appreciate feedback from the Finance Committee as to why the Committee has elected to not consider sources of funding outside provider taxes, payroll taxes and potentially the use of Medicaid dollars.

Small Business Representation:
OSBRL and Apgar & Associates, LLC would appreciate an explanation as to why there is not a greater representation of small businesses on the Oregon Health Fund Board and associated Committees, especially the finance committee.  Oregon small businesses have more than demonstrated their willingness to support reform efforts and have assisted in developing creative approaches to addressing the health care crisis in Oregon.  Small businesses are under the impression, though, that now SB 329 has passed small businesses are not openly invited to the table.

There has been little in the way of public announcement regarding the activity of the Oregon Health Fund Board and its Committees.  Finding information about even scheduled Committee meetings is not necessarily easy.  One needs to do a bit of digging even to find any information regarding meetings and agendas.  In fact, the author of this testimony would not have known about the meeting scheduled for December 19, 2007, had he not called Board staff.  As of two weeks ago the meeting date, location and time were not even posted on the Board’s web site.

Oregon small businesses are very interested in being a part of the solution.  This is a difficult task if the process to provide input is not more transparent and the membership on Committees under represent small businesses.  SB 329 (Enrolled) calls for greater transparency in health care in Oregon.  Small businesses have the impression that such transparency is not a desired goal of Oregon Health Fund Board and Committees as they go about the business of health care reform planning for Oregon’s citizens.
Oregon small businesses are willing to step forward.  How active small businesses are in assisting with adoption of viable health care reform in Oregon depends greatly on the transparency of the reform planning process and the availability of information regarding the activities of the Oregon Health Fund Board and Committees.

Summary:

Oregon small businesses are very interested in assisting with the development of those creative solutions that will lead to needed health care reform in Oregon.  Currently OSBRL and Apgar & Associates, LLC are concerned that the Finance Committee is too narrowly focusing on a few potential funding mechanisms even though SB 329 (Enrolled) calls for consideration of a broader range of funding sources.  One of the key funding sources being considered by the Finance Committee appears to run afoul of federal law.

Oregon small businesses have more than demonstrated a willingness to contribute positively to the reform process.  It is now perceived that small business is not as welcome at the table as during the period time that led up to the passage of SB 329.  Also, transparency in the activities of the Oregon Health Fund Board and Committees appears to be sorely lacking.  Oregon small businesses are ready and willing to assist in building the bridge to address Oregon’s health care crisis.  Lack of information and Committee membership is the barrier that stands in the way.

Regards,
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Chris Apgar, CISSP

President, Apgar & Associates, LLC

Chair, Oregon Small Businesses for Responsible Leadership Health Care Committee
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