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In Case You Missed It

WSJ: Newsom’s California Health Tax Gambit
His Scheme could raise insurance premiums by $400 a year

SACRAMENTO, Calif. —The Wall Street Journal editorial board is calling attention to
Governor Gavin Newsom’s proposed overhaul of California’s managed care organization
(MCO) tax, warning that the plan could increase health insurance premiums for workers,
employers and families already struggling with the high cost of living.

The editorial, published June 11, says the proposal would impose a new $8.85-per-month,
per-enrollee tax on Medi-Cal, Covered California and employer-sponsored health plans.
According to the editorial, the change could increase premiums for a typical commercial
family plan by roughly $400 a year.

The editorial echoes growing concern that the Administration’s proposal would shift costs
onto Californians with private coverage, including small businesses, workers and families
who are already facing rising expenses for housing, groceries, transportation and child
care.

Excerpts from the Wall Street Journal editorial are below:

“...Mr. Newsom is wrangling with his Democratic Legislature over his proposal to raise
taxes on commercial health plans. The state currently levies a tax on Medicaid managed
care plans that is 122 times larger on a per-enrollee basis than the tax on commercial
plans.

“...This tax scheme is designed to boost federal Medicaid dollars while minimizing the cost
to commercial plans. The state pours the tax revenue back into Medicaid. For every dollar
the state spends on Medicaid, the feds chip in an additional one to nine. The tax is
essentially a federal spending multiplier.
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“...Enter Mr. Newsom, who has proposed a $8.85 a month per-enrollee tax on Medicaid,
ObamaCare and employer health plans. While the tax would comply with federal rules, it
would raise less revenue than the state’s current Medicaid tax and increase premiums for
a typical commercial family plan by roughly $400 a year.

“...Get this—even if a company lays off or relocates a worker to another state, the health
plan would still have to pay the tax. The effect of this “ghost tax” would be to drive up
premiums even more for employers and workers.

“...Mr. Newsom accuses Republicans of raising ObamaCare premiums by letting
pandemic-era subsidies expire even as he pushes a tax hike that would raise premiums by
more. True to form, his Administration is blaming Republicans for forcing the tax hike,
though the state could simply reduce spending instead.

“...Meanwhile, the state’s healthcare industrial complex is fuming because Mr. Newsom
plans to use his revised tax to backfill the general fund rather than increase payments to
providers. His plan also violates a 2024 referendum that caps the tax on commercial
health plans at $2.50 a month per enrollee and thus could draw a legal challenge.

“...Many Democratic legislators are pushing back against Mr. Newsom’s plan because they
worry it will backfire. If it is struck down, the state would be barred under the GOP tax bill
from imposing a new provider tax. What a big budget mess that could be. Mr. Newsom
plans to leave the clean-up to his successor, like the rest of the state’s dysfunction.”

Read the full story here: Newsom’s California Health Tax Gambit
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