Health Care Bill Leaves Small Business Footing the Bill

The following article was written by John Kabateck, California Executive Director of the National Federation of Independent Business.

In 2004, the Governor and Legislature made significant progress to protect and preserve California jobs and business with sweeping workers’ compensation reform.  In fact, over the last three years, California has gained more than 800,000 new jobs, mostly attributable to a recovering small business environment.

Why, then, are our elected leaders in such a mad dash to gain approval of a poorly-designed health care bill that will only turn back the clock and eliminate hundreds of thousands of precious jobs in the Golden State? If Assembly Bill 8, by Assembly Speaker Fabian Nunez, is approved, we’ll take a step back in time -- with small businesses and the people they employ suffering the most.

Small business makes up approximately 90 percent of all business in California – more than three and a half million small businesses in our state – and contributes about $760 billion – or about half of the annual output – to our state’s economy. Small business also creates more than two-thirds of all net new jobs, many of which are the first jobs in which workforce entrants gain valuable experience and skills. AB 8 would, among other things, force small and independent business owners to pay 7.5 percent of their total payroll on employee health care, or be subject to a new 7.5 percent payroll tax, one of the largest tax increases in state history.

This employer mandate will force many small business owners – most who already have very thin profit margins – to spend money they simply do not have. As a result, employers will be forced to make difficult decisions to make ends meet. They’ll face the grim reality of having to cut employee hours, leave jobs vacant, terminate their employees, or, worst of all, shut their doors forever!

AB 8 attempts to address the issue of coverage, but does nothing to address what really makes a difference for reform: affordability. Only when our leaders begin to focus on affordability will we truly pave the way to accessibility and coverage for Californians in the workplace. Meaningful health care reform cannot ignore small business. It cannot force small employers to spend money they simply don’t have. And, it must not cost hundreds of thousands of precious California jobs.

Last week, the National Federation of Independent Business released a comprehensive study showing that AB 8, if enacted, will cause California to lose a total of 249,000 jobs – largely small business, entry-level jobs in retail trade and food services – within its first five years. Moreover, this research shows that AB 8 will cost business owners an estimated $67 billion in lost revenue over this same period of time.

By costing our state nearly a quarter million entry-level jobs, AB 8 does nothing to keep this positive job-development momentum going. Instead, it would dramatically turn back time. More than 800,000 new jobs demonstrate that the Governor and Legislature have made significant progress to add, retain, and protect California jobs over the past several years. If enacted, AB 8 would eliminate more than a third of those new jobs. 

AB 8 does nothing to reduce or control costs in the health care system, provides no incentives such as tax breaks to help employers find comprehensive health care for their employees and offers no freedom or flexibility for employers and employees to work together to tailor health care that best suits them. 

If our elected leaders are truly serious about finding ways to remedy California’s struggling health care system, they need to focus on how best to control health-care costs, not on how much small businesses should be forced to pay. 

The Cerritos Regional Chamber of Commerce is fighting hard to defeat AB 8 – which is currently being heard by the Senate. To receive additional information on legislation affecting the business community, please attend the Chamber’s monthly Government Affairs Council meetings – held the first Wednesday of each month at 9:00 am at the Chamber office. Or contact the Chamber’s Executive Director, Catherine Gaughen, at 562/467-0800 or catherine@cerritos.org.

