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Good afternoon, Chair Landrieu, Ranking Member Risch, and esteemed Senators.  My name is Jim Houser and I am an ASE Certified Master Automotive Technician and co-owner of Hawthorne Auto Clinic in Portland, Oregon. I am also co-chair of the Main Street Alliance of Oregon and a member of the executive committee of the Main Street Alliance national network, a nationwide network of state and locally based small business groups that works to provide small business owners a voice on the most pressing public policy issues facing our businesses and our local economies.
When my wife, Liz Dally, also a Certified Master Technician, and I opened Hawthorne Auto Clinic 30 years ago, we made the commitment to offer those who worked with us a good benefits package, including comprehensive health insurance. 
Health care is a major issue for small businesses like ours, and especially for those of us in the auto repair industry.  We’re in a high-skill field where being able to offer good benefits to keep good people is very important.  In the same way that we wouldn’t want our best customers to even think of going anywhere else, the same holds true for our staff. The business case for our decision to offer full health coverage is underscored by the fact that the average tenure for our Full-Time staff is now almost 20 years. Plus, we’re an aging profession. These factors make health care coverage critically important for the success of our business. 
Of the 49 million Americans living without health coverage (up from 40 million in 2000), an outsized majority -- about 60 percent -- work for small businesses, according to the nonprofit Employee Benefit Research Institute. Millions of small businesses together power the American economy.  During economic crises, like the Great Recession we still struggle with, these businesses operate close to the margin, or don’t survive at all.  But their innovation and entrepreneurship put them in the lead in helping our economy recover.
For American small businesses, health care has been an unrelenting headache, with: 
· Small businesses’ health care costs growing 129% since 2000, 
· Workers in small businesses paying an average of 18% more for premiums than those with larger firms, and
· Administrative costs eating up two and half times more of their premiums than larger businesses pay.
In many ways the health care cost dilemma for our business resembled the case of the proverbial frog in the pot of cold water gradually heated. By 2009, health care costs for our 9 full-time employees and their families had doubled in just 8 years to equal over 20% of payroll. That year, we paid over $100,000 for our health insurance coverage. This increase far exceeded increases for any other of our business costs, and was not possible to pass on to our customers. But clearly we couldn’t cut our employees’ pay by passing the costs on to them and still expect to retain the loyalty we had earned over the past many years. So we kept paying even as rates rose rapidly, often by double digits from one year to the next.
Now, I know some insurance lobbyists claim the new health care law is driving up premiums. But that claim just doesn’t pass inspection. It’s not what we’re observing in states that are assertively implementing the new law and taking advantage of opportunities to put downward pressure on premiums. And it’s not my own experience, either – in fact, my experience is the opposite. 

Consider my home state of Oregon, where twenty-two different insurance carriers have applied to and been accepted by Cover Oregon (the name of our state exchange) and many of these carriers have already lowered their premium requests in order to match the competition created by our new health insurance exchange.
Our neighbor to the south, California, has witnessed lower than expected insurance rates and robust health plan participation where Covered California has been able to negotiate with insurers to keep rates for individual health plans to no more than 2% above the rate small businesses pay now.  
As for my own experience, we’ve already seen a reversal of the trend of skyrocketing rates we had to absorb from 2000 to 2010. In 2011, for the first time in my memory, our health insurance premiums actually declined, and by over 3%. You might think this was a fluke, but it wasn’t: when 2012 rolled around, our premiums declined another 3%.
These decreases are due in part to provisions in the new health care law requiring insurers to cover preventative services with no deductibles or copays. As my mechanics will tell you, our customers who have us regularly perform preventative maintenance on their vehicles rarely get towed in for unanticipated, expensive repairs. It is much more cost effective for a health care provider to spend $200 on a preventative procedure like getting a patient’s blood pressure under control than to spend $50,000 for the ER response to a stroke.
The Affordable Care Act, the ACA, has also allowed our 25-year-old under-employed daughter to rejoin our health plan, sharing our health care risk over a larger, healthier pool of enrollees.
The ACA is working for small business. The Kaiser Family Foundation reports that the percentage of employers with between three and nine employees offering health coverage has risen from 46 percent in 2009 to 59 percent in 2010– in part due to the ACA’s small business tax credits. And, the Urban Institute estimates that small employers will pay 7.9% less for health insurance by 2019 as a result of the ACA.
Thanks to the Affordable Care Act, this is what American small businesses have to look forward to in the next few years:
· Small business health insurance tax credits. Our business received a tax credit of $12,903.  That, combined with lower rates, has rolled our rates back to what they were six years ago.
· Health insurance marketplaces with more choices and more bargaining power for small businesses and individuals. It is predicted that as many as 970,000 people will enroll in Oregon’s new health insurance exchange (Cover Oregon) by 2016. I have had the privilege of serving on the Consumer Advisory Committee of Cover Oregon, and I’m pleased that we are setting an example for how the Affordable Care Act, when fully implemented, can help small businesses and consumers afford quality coverage.  
· Rate review rules that give states new tools to protect small businesses and other insurance customers from unreasonable rate increases. Oregon’s rate review process has dramatically cut the rates carriers were proposing for individuals and small businesses.  Regence customers saved $12.5 million, or over $200 per person, when the state cut back Regence’s proposed 22.1% increase to 12.8%. United HealthCare customers saved $274 per person when the state knocked back their 16.8% proposed increase to 10%.
· The “80/20 Rule” that ensures that small businesses get real value for our premium dollars. Requiring insures to issue rebate checks when they fail to spend at least 80 percent of premiums on medical care has returned millions of dollars throughout the country, in the form of both lower premiums and rebates. In Oregon, Regence had to return $499 per rate payer.
Small businesses are the economic engine of this country and we, and our employees, will bear the fruit of the Affordable Care Act or bear the brunt of any attempts to weaken our new health care reforms. The ACA has been like a time machine for our small business. Insurance premium decreases, combined with the Small Business Tax Credit, have rolled our health care costs back to what we were paying in 2007. Our customers have been returning and our business has been slowly recovering from the Great Recession. Health insurance pricing certainty has now enabled us to add two more Full-Time employees (including an Afghanistan War vet), an almost 25% increase in our prior staffing level.
Before I conclude, I would like to say a brief word about both opportunities to strengthen the law as well as politically motivated efforts to undermine it.  

There are provisions of the law which can and ought to be strengthened.  Limits placed on eligibility for the small business tax credit have resulted in too few firms being able to take advantage of this benefit like our business has.  I commend Senator Begich for including measures to expand and simplify this tax credit in recently introduced legislation.  

There has been much discussion of the employer shared responsibility provision of the Affordable Care Act, and the Administration’s recent decision to delay it.  I would like to point out that the argument that this provision will have negative consequences on small business has been grossly exaggerated, while its benefits have been largely ignored.  
· First, it simply must be emphasized that employer shared responsibility rules do not apply to a business with under 50 employees. This means that over 95% of businesses in this country will not be affected by this provision of the law. Among the small fraction of firms with 50 or more employees, 94% of these firms already provide health insurance.  So this provision will affect a very small percentage of all firms – and an even smaller percentage of true, Main Street small businesses.  
· Second, allow me to observe that embedded in the premiums that our business – and indeed everyone with insurance – pays is a “hidden tax” to pay for uncompensated care provided to the employees of other businesses who fail to provide insurance.  How is it fair for small business owners like myself to subsidize the costs of businesses that, though they are much larger than mine, fail to take responsibility for offering insurance to full-time employees?  The employer responsibility provision helps to level the playing field.  The short delay of this provision for practical implementation reasons should not be used as an excuse to erode the law’s premise of shared responsibility.
It is frustrating for small business owners to witness so much attention inside the beltway being paid to rehashing old political debates about the law, and not enough to educating small business owners about how to take advantage of the law’s significant benefits or working collaboratively on practical ways to strengthen those benefits.  Nevertheless, I have optimism that this kind of collaboration is possible from my experience serving on the Consumer Advisory Committee for our state’s exchange, which is co-chaired by NFIB of Oregon’s Vice-Chair and a fellow small business owner.   
In closing, if American small businesses are to lead our country back to prosperity, Congress will need to continue to work to get control of skyrocketing health care costs. Small businesses need customers who have the family-wage jobs and income to afford our goods and services, and small businesses need to be able to control our health care costs so we can hire the workers necessary to grow our economy. To accomplish these goals we must strengthen, not weaken, provisions of the Patient Protection and Affordable Care Act.
Thank you for considering my remarks.
