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ANOTHER DAY, ANOTHER CORPORATE TAX BREAK
House Republicans Continue Their Assault on the ACA
With Vote This Week to Repeal Medical Device Tax
WASHINGTON, D.C. – A new analysis from Americans for Tax Fairness of medical device
industry revenue and profits shows that the industry is doing quite well and not in need of a
new tax cut from the House of Representatives, which is voting this week to repeal a modest
tax on manufacturers and importers of medical devices that helps pay the healthcare coverage
for 20 million Americans under the Affordable Care Act (ACA).
Repealing the 2.3% tax on medical devices, which translates to an effective rate of 1.8%
because corporations can deduct the tax as a cost of business from their federal taxes, will give
large, profitable corporations a $20 billion tax break over 10 years, according to the Joint
Committee on Taxation (JCT). That’s on top of the tax breaks President Trump and the GOP
have lavished on corporations this year with December’s tax bill, which cut the overall
corporate tax rate from 35% to 21% and cut the tax rate on accumulated offshore profits from
35% to at most 15%, less foreign taxes paid.
ATF’s analysis (see chart below) of the 10 largest medical device companies shows that they
had annual revenues of $135 billion in 2017, pre-tax profits of $12.4 billion, and $153 billion in
untaxed offshore profits eligible for the new U.S. tax discount.
The medical device tax was part of the Affordable Care Act passed in 2010 to help pay for the
law’s health insurance subsidies. Congress passed a two-year moratorium on collecting the tax
in 2015 and extended it for another two years with passage of the stop-gap spending bill in
January. But lobbyists for the medical device industry haven’t given up and are once again
pushing Congress for outright repeal of the tax.
“Health insurance coverage for 20 million Americans should not be put at risk for the sake of
one very profitable industry’s bottom line,” said Frank Clemente, executive director of
Americans for Tax Fairness. “No more gluttony. Repeal would be yet another tax giveaway to an
industry that doesn’t need the help by taking away from those who do. Since repealing the
medical device tax would be another corporate tax break that isn’t paid for, it will either add to
the deficit or average Americans will end up footing the bill.”

Medical supply lobbyists have spent about $30 million each year between 2010 and 2017 to
convince Congress to kill the tax and push other industry priorities, according to
OpenSecrets.org. Lobbyists claim that the 2.3% tax on such devices as catheters, heart stents,
artificial joints surgical gloves and dental instruments would lead to thousands of job losses and
restrict investment and innovation. (The tax does not apply to eyeglasses, contacts, hearing
aids, wheelchairs or any other device the public generally buys for personal use).
But their claims aren’t backed up by facts. A report from the nonpartisan Congressional
Research Service in 2015 concluded that the tax is unlikely to hurt the profits of device
companies, estimating that it will reduce industry output and employment by no more than 0.2
percent (the report was prior to the most recent corporate tax cuts). The job loss from the tax,
the report said, “is more likely to be in the range of negligible, or zero.”
The Washington Post fact checker has rated claims by House Ways and Means Committee
chairman Kevin Brady that the tax has caused the loss of 20,000 American jobs worthy of two
Pinocchios.
Indeed, research by leading accounting firm Ernst & Young found that profits for U.S.
corporations that specialize in medical technology jumped by almost a third (p. 35)—from $8.6
billion to $11.4 billion—between 2012 and 2013, the year the tax went into effect. By 2016,
industry profits had grown to $12.6 billion (p. 42). Revenues had basically stayed steady over
that time period. This is hardly the picture of an industry in crisis.
With millions more covered by health insurance from the subsides in the ACA partly financed by
the tax, the medical device industry is expected to have a significantly bigger market and more
sales.
“Congress needs to do the right thing and stop their tax giveaways to profitable corporations
when millions of people continue to suffer from the spiraling costs of health care premiums,
prescription drugs, co-pays and deductibles,” Clemente said. “We all need to contribute to the
health care needs of people who can’t afford it, especially big corporations who continue to get
tax breaks and aren’t paying their fair share.”

TOP 10 U.S. MEDICAL DEVICE MANUFACTURERS
$ Millions
Medtronic
Abbott Laboratories
Danaher
Stryker Corp.
Becton, Dickinson and Co.
Baxter International Inc.
Boston Scientific Corp.
Zimmer Biomet Holdings Inc.
Dentsply Sirona
Edwards Lifesciences
TOTAL

2017 Revenues
$29,983
$27,390
$18,330
$12,444
$12,093
$10,561
$9,048
$7,824
$3,993
$3,435
$135,102

2017 Pre-tax
Profits
$5,675
$477
$2,492
$1,020
$1,100
$717
$104
$1,814
-$1,550
$584
$12,433

Untaxed
Offshore Profits
$61,000
$24,000
$23,000
$8,484
$9,600
$9,300
$9,800
$4,677
$1,100
$2,187
$153,148

Sources:
2017 Revenues and Pre-tax profits: 10-K filing with the Securities and Exchange Commission. For all
companies except Medtronic, these numbers are available via Fortune at
http://fortune.com/fortune500/list/filtered?industry=Medical%20Products%20and%20Equipment
Untaxed Offshore profits: 10-K filings; many did not report a 2017 amount due to changes the Trump tax
law made to the taxation of previously untaxed offshore earnings. For Medtronic, Stryker, Becton Dickinson,
and Dentsply Sirona, amounts are from 2017 financial reports. Other company data is from 2016, and can be
found at https://itep.org/wp-content/uploads/offshoreshellgames2017.pdf
Note: To avoid some U.S. taxes, in 2014 Medtronic inverted with an Irish company, Covidien, and is now
officially Irish for tax purposes. However, its main headquarters and much of its operations are still in the U.S.
and it pays U.S. taxes on those operations.
http://www.startribune.com/medtronic-now-based-in-ireland-still-reaps-u-s-benefits/392895471/
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