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Massachusetts Health Reform Developments
Raise Concerns

The Massachusetts government has proposed a potentially harmful change to its state health
reform experiment.

e The nation’s health care leaders have closely watched state experiments like that of
Massachusetts.

e Health leaders want to ensure that health coverage is extended to the uninsured, without hurting
employers or health care providers.

e Unfortunately, the latest proposal from Massachusetts risks tipping that delicate balance.

e Massachusetts Gov. Deval Patrick has recommended penalizing businesses with fewer insured
workers and tax the reserve funds of health care providers.

The proposed tax increase backtracks on the compromise reform’s terms for employers and
health providers.

e Under the original reform compromise, businesses would make a “fair and reasonable”
contribution to their workers’ health coverage. Otherwise, they face a penalty of $295 per
employee.

e “Fair and reasonable” is defined as at least a quarter of a company’s workers enrolling in the
firm’s health plan or the employer pays at least one-third of an employee’s premium.

e Under the proposal, employers would have to meet both number-of-covered-employees and
premium-share standards within 90 days of a hire or else face the penalty. This is a $33 million
tax increase.

The proposal would also tax health provider reserves. This scary move could prove disastrous.
e The state government targets cash reserves held by both health providers and insurers. It’s a $61

million tax increase.
-- MORE --



e Reserves are money held until needed to cover financial obligations. An undercapitalized
business faces greater risks of not being able to pay its debts. Reserves aren’t the same thing as
profits. Cash reserves are often a sign of prudent management.

e The Boston Herald recently cited the example of Harvard Pilgrim Health Care. This health plan
“was fighting for its life and ordered into receivership barely eight years ago.” Harvard Pilgrim,
“after a miraculous comeback,” would face the state’s tapping into its reserve funds.

e Atatime of rising inflation, economic uncertainty and escalating business costs, the proposed
tax presents what the Herald called *“a serious threat to [Massachusetts health reform’s] long-
term success.”

America’s health leaders support expansion of health coverage. We recognize the fundamental
fact that most Americans get their health insurance through an employer. We continue to
monitor closely state experiments in health reform. The latest news from Massachusetts will be
watched with great intensity.
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