105 Organizations Oppose Repeal or Delay of the Medical Devices Excise Tax
October 15, 2013
Dear Member of Congress:

We write to strongly oppose repealing or delaying the medical devices excise tax, which was
enacted to help pay for the extension of health insurance to 25 million Americans.

This is a modest, 2.3 percent tax that is being assessed on medical devices such as coronary
stents, irradiation equipment, imaging machines, cardiac devices, and orthopedic implants. It
will raise $29 billion over 10 years from a U.S. industry that had nearly $130 billion in sales in
2011 and that will reap significant benefits from health reform. The health insurance coverage
of Americans should not be put at risk for the sake of one very profitable industry’s bottom line.

The arguments the medical devices industry has raised against the tax have been discredited by
numerous independent analyses, including by Bloomberg.com, the Center on Budget and Policy
Priorities, and Consumers Union.

e There is no evidence the excise tax will cost jobs. The industry-financed study that claimed
43,000 jobs will be lost was found by a Bloomberg Government analysis to “conflict with
economic research, overstate companies’ incentives to move jobs offshore, and ignore the
positive effect of new demand created by the [health reform] law.”

e The tax creates no incentives to move jobs offshore. That’s because it covers all devices
sold in the United States, whether from domestic or foreign manufacturers. And, it will not
hurt the industry’s overseas marketing because it exempts items produced for export.

e Consumers will not pay more, health care costs will not rise, devices demand will not fall.
First, the tax does not apply to many medical devices that consumers purchase at retail,
such as eyeglasses, contact lenses, hearing aids and wheelchairs. Second, spending on
medical devices subject to the excise tax represents less than 1 percent of total personal
health expenditures. Even if the manufacturers pass on the cost to consumers, it would
have almost no effect on the cost of health insurance. Finally, the health care market is not
very price sensitive — demand falls a small fraction when prices rise. A 10 percent price
increase results in just a 2 percent drop in demand, according to Mathematica Policy
Research. So the effect of a 2.3 percent excise tax might be as little as half a percent drop in
demand. That’s before counting millions of newly insured customers, many of whom will
use medical devices.

e The excise tax largely affects the largest and most profitable firms. Thirty medical device
makers accounted for 85 percent of U.S. company sales of $127.5 billion in 2011, according
to an Ernst and Young analysis (p. 22). Assuming all of this revenue was subject to the excise
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tax, the companies would pay 85 percent of the tax. These companies’ revenues were
$108.1 billion with a profit of $14.3 billion, or a very healthy 13.2 percent of sales.

e Medical devices were not singled out for special adverse treatment. Every industry with a
stake in health care — from hospitals to drug makers to insurance companies — has helped to
fund the ACA. They have done so because they all — including the medical devices industry —
stand to gain economically from the increase in the ranks of the insured.

e Repealing the medical devices excise tax will encourage other industries to try to undo
their contributions to the ACA. For instance, the insurance industry is seeking the repeal of
an annual fee that funds coverage expansion.

Repeal of the medical devices excise tax would be one more example of corporate tax
avoidance that hurts regular Americans and lets profitable corporations avoid paying their fair
share of taxes. The American people don’t need another big corporate tax break and the
uninsured don’t need another impediment put in their way to get the peace of mind provided
by health coverage under the ACA. Therefore, we urge you to oppose any efforts to repeal or
delay the medical devices excise tax.

Sincerely,
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