Cerritos Chamber Helps Defeat Anti-Business Health Care Proposal 

Many of California’s state legislators still believe that universal healthcare would be terrific in California. Too bad we can't afford it, not with the state falling into a $14.5-billion budget hole and a governor and legislature who refuse to even consider cutting spending. Perhaps this financial deficit escaped the minds of Governor Arnold Schwarzenegger and Assembly Speaker Fabian Nuñez as they pushed a new $14.9-billion anti-business healthcare plan through the Assembly this past month.

The negative health care proposal, ABX1 1, is authored by Assembly Speaker Fabian Núñez (D-Los Angeles) and Senate Pro Tem Don Perata  (D-Oakland). The bill aims to significantly expand affordable health coverage for Californians, and incorporates several key elements from the vetoed AB 8 (Núñez) and the Governor’s proposal. The bill would establish an individual mandate to have insurance and creates a "pay or play" system for employers. Employers would be required to offer coverage for every employee or contribute 1% to 6.5% of their payroll as a tax toward the cost of employees' coverage through a purchasing pool. The state would then provide health care coverage for all uninsured people in California – including the unemployed and illegal immigrants – all on the dime of local businesses.

Of course, the devil is always in the details – in this case how the new healthcare system would be funded. Key financing components include increased federal funding, employer taxes and county contributions, additional financing through a 4% hospital fee, and an increase in tobacco tax are also part of the package.

The Cerritos Regional Chamber of Commerce, along with several members of the business community, strongly opposed ABX1 1 from the start. Not only because this bill would have created a new expensive entitlement program, an expanded Medi-Cal program, stiff hospital fees, and it would have imposed a new, excessive tax on all employers; but also because the financing scheme contained in ABX1 1 also depended on a declining revenue stream of increased tobacco taxes coupled with increased taxes for small businesses.

The Chamber believed that the bill posed considerable risks to consumers, workers, employers and taxpayers, without any demonstrable evidence that the bill’s promise of increased health care access could be delivered over the long term. The bill’s provisions anticipated revenue that would likely be inadequate for the programs proposed. If the California Director of Finance determined revenues were inadequate, some of the programs, most notably the subsidized pool coverage for low-wage workers (though not the tax increases or many of the regulatory mandates), would be suspended. This could result in an untenable situation where coverage would be terminated in the middle of an individual’s medical treatment.

In addition, many Californians, including the self-employed, rely on affordable individual policies for their health care coverage. ABX1 1 would have imposed substantial premium increases on these individuals by inappropriately providing for guaranteed issue and community rating, while avoiding enforcement of the individual mandate. New York and New Jersey have similar individual market provisions, and suffer the highest individual health insurance premiums in the country. 

Moreover, the health care package undermined the intent and spirit of the Employee Retirement Income Security Act (ERISA), which is to allow multi-state employers to provide and administer uniform health care benefits to their employees. Recent federal court rulings in Maryland and New York have emphatically held that state employer mandates violate ERISA. 

Even though the California Assembly approved ABX1 1, thankfully the State Senate Health Committee rejected ABX1 1, the “Health Care Security and Cost Reduction Act” in a final vote of 1-7 taken on January 28th. During the committee vote, members repeatedly pointed to problems with the bill’s funding mechanism and referenced a report by the Legislative Analyst’s Office showing that the plan was structurally under funded. In addition to general fund risks, the Senate President Pro Tempore Don Perata (and co-author of the bill) also expressed concerns prior to the vote that the plan would create the third-largest program in state government in a year when California faces an estimated $14.5 billion budget shortfall. In a letter sent to Governor Arnold Schwarzenegger, Perata said, ”we have the fiduciary responsibility to approve a health care coverage plan that is both self financing and fiscally sound and a moral responsibility to protect from harm those who already have health care coverage.”

Governor Schwarzenegger has indicated that he is committed to bringing another version of this health care proposal back to the legislature. The Cerritos Regional Chamber of Commerce is also committed to fighting anti-business legislation that hurts California businesses. The Chamber’s Government Affairs Council will continue to monitor this issue, and others affecting the business community. To receive additional information on legislation affecting the business community, please attend the Chamber’s monthly Government Affairs Council meetings or contact the Chamber’s Executive Director, Catherine Gaughen, at 562/467-0800 or catherine@cerritos.org.

