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7 Reasons to Support the Health Care Provider Tax Package
By Janet Bauer
The health care provider tax package recently enacted by the legislature to shore up health
insurance in Oregon is sound policy. While some politicians are working to derail the measure
with a referral to the ballot, the package is good for the health care industry, good for the health
of Oregonians, and good for Oregon’s economy.
Here are seven reasons why the health care provider tax package makes sense for Oregon:

1. It protects health care for hundreds of thousands of Oregonians
The Oregon Health Plan (OHP) insures nearly 1 million Oregonians, including more than
600,000 children, seniors, and people with disabilities. Some 375,000 adults joined OHP as a
result of the expansion of Medicaid under the Affordable Care Act.1 The effort to refer much of
the tax package to the ballot contests $320 million of the revenue.2 Should that effort succeed
and voters fail to re-enact the package, the loss of the resources would mean Oregon would be
forced to kick people off OHP, slash health services, or reduce what it reimburses to health
providers, or a combination of those options. Any of those choices are certain to affect health
care for hundreds of thousands of Oregonians.

2. It brings billions of federal dollars to Oregon, preserving jobs
Over the next two years, for every $1 the state invests in the Oregon Health Plan, Oregon will
receive about $3 in matching federal dollars. That amounts to $11.2 billion in federal funds to
Oregon, fully three-quarters of all resources for the Oregon Health Plan.3 Those dollars create
private sector jobs for nurses, doctors, and support staff throughout the state.4 Cuts to OHP put
those federal dollars and jobs at risk — losses that would be felt hardest in Oregon’s rural
communities.5

3. It makes private insurance cheaper
Some of the new revenue raised from insurers, together with a larger amount of federal
matching funds, will lower premiums for people purchasing health insurance on their own,
starting in 2018.6 The funds will be used as “reinsurance” for insurers, which acts as a backstop
for claims that are extraordinarily large. As a result, insurers in the individual market — those
both inside and outside of the Oregon’s Health Insurance Marketplace — will be able to lower
their premiums by about 6 percent.7 Even group plans purchased by businesses stand to
indirectly benefit. With lower individual market premiums and more Oregonians insured, fewer
medical bills end up unpaid. When health providers, especially hospitals, are stuck with fewer
uncollected bills, they can lower their prices for everyone they serve.
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4. The taxes apply to the industry that benefits most from federal dollars
Oregon families and small businesses already pay the lion’s share of the Oregon Health Plan
through state and federal taxes on their income.8 The hospitals and insurers taxed under the
health care provider tax package profit from the large influx of federal Medicaid dollars to
Oregon. The additional revenue raised by the tax package enables Oregon to receive federal
matching dollars many times greater than the taxes paid. Simply put, the funds enable our state
to cover more Oregonians who would otherwise be uninsured. As a result, health care providers,
including hospitals, have more paying customers and fewer uncollected bills, and insurers have
more business, improving the fiscal health of both.

5. Those that pay the taxes support the taxes
A broad cross-section of the health care industry supports the legislation.9 The industry
recognizes that it is in its interest for more Oregonians — not fewer — to have health insurance.

6. Provider taxes are an important way states pay for Medicaid
All states except Alaska raise revenue from health care providers to help pay for their Medicaid
programs.10 Most of them (34 in addition now to Oregon) employ at least three different kinds of
provider taxes. Further, many states increased their provider taxes in 2016 or 2017 to pay for
Medicaid.11

7. The provider taxes are not new in Oregon
For years, Oregon has taxed hospitals to help pay for the Oregon Health Plan. 12 At times, those
tax rates were higher than they have been in 2017.13 Oregon used to have a tax on premiums of
managed care organizations and insurers. That 1 percent tax went away in 2014 when the
federal government increased the amount of money going to states for health care.14 Now that
federal dollars are being pared back as planned, the Oregon legislature has reinstated the prior
tax (this time at 1.5 percent), with some of the dollars going to lowering premiums in Oregon’s
health insurance marketplace.15
* Reason # 3 paragraph corrected: The reinsurance program applies to all plans in the
individual health insurance market, both inside and outside of the Oregon Health Insurance
Marketplace. An earlier version stated incorrectly that the program applies only to plans in
Oregon’s health insurance marketplace.
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