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TO:!! ! Republican!Congressional!Candidates!
FROM:!! Advanced!Medical!Technology!Association!(AdvaMed)!
DATE:! ! August!2012!
SUBJECT:! Medical!Device!Tax!Campaign!Kit!
!
The!Affordable!Care!Act!imposed!a!new!tax!on!medical!devices!in!the!United!States!beginning!in!
2013.!At!a!critical!time!for!the!U.S.!economy,!the!medical!device!tax!harms!global!
competitiveness.!It!also!stunts!medical!innovation!in!one!of!the!only!American!manufacturing!
sectors!that!is!a!net!exporter.!
!
According!to!an!industry!study,!the!nearly!$30!billion!tax!on!medical!devices!could!result!in!the!
loss!of!up!to!43,000!American!jobs!unless!repealed.!
!
In!June,!a!repeal!bill!in!the!House!of!Representatives!passed!with!a!bipartisan!vote!of!270U146.!
ThirtyUseven!Democrats!voted!in!favor!of!repeal.!A!companion!bill!has!been!introduced!in!the!
Senate.!Repealing!the!tax!will!allow!America’s!medical!device!developers,!who!support!two!
million!jobs!nationwide,!to!invest!in!innovation!–!creating!jobs!and!maintaining!America’s!global!
leadership!in!new,!lifesaving!medical!technology.!
!
Please!find!enclosed!the!following!materials!to!help!you!become!more!familiar!with!the!medical!
device!tax!and!its!implications:!
!

• Media!Kit!
• Talking!Points!
• Research!Studies!
• Letter!to!House!Leadership!

!
If!you!have!any!additional!questions!or!for!more!information,!please!contact!Leah!Kegler,!Vice!
President!of!Government!Affairs,!at!202U434U7209!or!lkegler@advamed.org.!!
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AdvaMed'member'companies'produce'the'medical'devices,'diagnostic'products'and'health'information'systems'
that'are'transforming'health'care'through'earlier'disease'detection,'less'invasive'procedures'and'more'effective'
treatments.'AdvaMed'members'range'from'the'largest'to'the'smallest'medical'technology'innovators'and'
companies.'
'

For'more'information,'visit'www.advamed.org.'



The tax on medical devices begins in 
2013. If the tax is fully absorbed by the 
companies, it would raise the effective 
corporate tax rate for medical technology 
companies by nearly 50 percent to one of 
the highest in the world. It will harm 
patients and workers, likely result in the 
loss of tens of thousands of American 
jobs, reduce American competitiveness 
and innovation, and prevent patients from 
receiving the life-saving medical devices 
and care they need.

The economic effects of the medical device 
tax will cost jobs in every state, especially 
those that employ large numbers of 
people in medical technology. Wages for 
medical technology jobs are higher than 
the national average and total more than 
$3.5 billion. The tax will cost medical 
technology manufacturers nearly $30 billion. 
It must be repealed.

Medical technology innovation, including 
imaging, genetic mapping and new tools to 
fight chronic disease, are key to providing 
cutting edge, life-saving technology to 
patients. This new 2.3 percent tax hampers 
innovation and slows medical advancement 
at a time when our population is aging.

The tax is especially damaging to innovative 
start-up companies, because the tax is 
assessed on revenue, regardless of profit. 
Start-ups tend to suffer losses in their 

early years when they are pouring money 
into research and development, and trying 
to move a product to market.

Further, America stands to lose its global 
leadership in the development of medical 
technology. The tax harms economic 
growth in one of the only American 
manufacturing sectors that is a net 
exporter, exporting $5.4 billion more 
than it imports. But the U.S.’s lead has 
shrunk dramatically in the last decade. 
In 2008, the industry delivered $135.9 
billion worth of innovative products to 
patients worldwide, and the U.S. accounts 
for 40 percent of the global medical 
technology market. The new tax threatens 
America’s competitive advantage world-
wide. The tax hurts jobs. Repealing it will 
not hurt health care reform.

Many members of Congress are concerned 
about the medical device tax’s implications. 
Five bills seeking the repeal of the medical 
device tax have already been introduced. One 
bill, introduced by Minnesota Representative 
Erik Paulsen, passed in the House of 
Representatives with bipartisan support 
in June. A companion bill has also been 
introduced in the Senate by Utah Senator 
Orrin Hatch.

For more information, please contact 
Wanda Moebius, Vice President, 

Policy Communications, 202-434-7240, 
or wmoebius@advamed.org

AdvaMed member companies produce the medical devices, diagnostic products and health information 
systems that are transforming health care through earlier disease detection, less invasive procedures 
and more effective treatments. AdvaMed members range from the largest to the smallest medical 
technology innovators and companies.

For more information, visit http://www.advamed.org.

The New
Medical Device Tax

The Affordable Care Act 
imposed a new tax on 
medical device sales 
in the United States 
beginning in 2013. The 
tax will harm U.S. global 
competitiveness and 
stunt medical innovation. 
The tax is estimated to 
total nearly $30 billion.

The new medical device 
tax applies to most 
products except items 
to be sold primarily 
to individuals at retail 
locations for personal use.

Unless repealed,
a nearly $30 billion tax on medical 

devices could result in the loss of up 
to 43,000 American jobs.



Why is there going to be a nearly $30 billion tax on medical devices?
In order to generate nearly $30 billion for the Affordable Care Act, medical technology 
companies will have to pay a 2.3 percent tax on U.S. sales beginning in 2013, regardless of 
whether a company generates a profit or a loss. The new tax is estimated to result in the 
loss of up to 43,000 American jobs, according to a recent industry study.

Who is paying for the tax?
The new tax will be paid by all medical technology and device companies whether they are 
making or losing money. The tax will be especially harmful to newer companies who tend 
to suffer losses in the early years of operation because of their investments in research and 
development on innovative, new products.

Will my healthcare costs go up?
The medical technology industry is highly competitive and costs for medical devices have 
risen less than overall medical inflation for the past two decades. The direct impact on 
consumers is not yet clear, but it is also important to note that an extremely wide range of 
medical devices are subject to the tax. The IRS has yet to release final rules on how the tax 
will be assessed.

What is a medical device?
Medical devices include a diverse mix of products ranging from bandages and wheelchairs 
to technologically sophisticated, complex implantable pacemakers and hip replacements. 
They also include high-tech medical equipment, products used for advanced diagnostic 
tests, CT scanners, MRIs, and laser surgery tools.

How do I know if an item is considered a medical device?
The IRS has yet to issue final rules for what will be subject to the tax. As it is generally 
understood, products sold to individuals at retail locations for personal use that are valued 
at $100 or less, are exempt from the tax.

Is there an alternative to the medical device tax?
The industry has the support of many members of Congress who recognize the harmful 
consequences to the economy and on innovation. As a result, Congress is currently exploring 
other means of financing the Affordable Care Act.

Will the tax force companies to cut workforces?
It already has. Stryker Corp., based in Michigan, has announced it is being forced to cut about 
1,000 jobs because of the tax. As part of this cut, Gaymar Industries, an Orchard Park, NY-based 
company, which was bought by Stryker in 2010, will close by the end of 2012, eliminating 160 
jobs. Furthermore, Cook Group, the nation’s largest family-owned medical device business, 
already had to cancel its plans to build one new factory a year in the U.S. The plant the company 
opened last year in Canton, Ill., cost about as much as one year’s worth of taxes under the new 
device tax. It is expected that more companies will have to announce cost-cutting measures.
 
What will happen to the development of new medical technology?
Innovative medical research and the discovery and development of new medical devices will 
likely be slowed, leading to a lag in the ability to bring about new device-based treatments and 
diagnostic techniques to patients who need them the most.

AdvaMed member companies produce the medical devices, diagnostic products and health information 
systems that are transforming health care through earlier disease detection, less invasive procedures 
and more effective treatments. AdvaMed members range from the largest to the smallest medical 
technology innovators and companies.

For more information, visit http://www.advamed.org.

Why Repeal the 
Medical Device Tax

If the tax is fully absorbed by 
the companies, it would raise 
the effective corporate tax 
rate for medical technology 
companies by nearly 50 percent 
to one of the highest in the 
world. The nearly $30 billion tax 
is likely to lead to the loss of up 
to 43,000 jobs, stifle innovation 
and weaken the position of the 
United States as the global 
leader in medical technology.

Taxing medical technology will 
hurt an innovative industry 
that directly employs more 
than 400,000 people, and is a 
net exporter. Small and 
emerging growth medical 
technology companies, which 
are key drivers of medical 
innovation and job creation, 
will be hit hard by the device 
tax. Many start-up companies 
are not yet profitable, but will 
be forced to pay the tax, in 
their early stages.

Frequently Asked Questions

For more information, please contact Wanda Moebius, Vice President, Policy Communications, 202-434-7240, 
or wmoebius@advamed.org



  
 

Medical Device Tax  
Talking Points 

 
 

 
Taxing'American'Innovation'
A"nearly"$30"billion"tax"on"medical"devices"that"begins"in"2013"will"harm"U.S."global"
competitiveness,"stunt"medical"innovation"and"result"in"the"loss"of"up"to"43,000"
American"jobs."
"
We"must"repeal"the"new"medical"device"tax"because:"

• ECONOMIC"GROWTH"is"crucial"for"continued"job"creation"in"the"United"States;"
• INNOVATION"is"central"to"America’s"future"economic"growth"and"to"delivering"

new"lifeSsaving"medical"devices"to"patient;""
• GLOBAL"COMPETITIVENESS"keeps"jobs"in"America."

"
The"ECONOMIC"effects"of"the"medical"device"tax"will"cost"jobs"in"every"state,"especially"
those"that"employ"large"numbers"of"people"in"medical"technology.'

• Up"to"43,000"U.S."jobs"will"be"at"risk"after"the"tax"goes"into"effect.""
• Wages"for"medical"technology"jobs"are"higher"than"the"national""average"and"

total"more"than"$3.5"billion.""
• The"tax"hurts"jobs,"repealing"it"will"not"hurt"health"care"reform.""
• Medical"technology"companies"continue"to"support"key"elements"of"health"care"

reform."
"
INNOVATION"is"the"key"to"providing"cutting"edge,"lifeSsaving"technology"to"patients."

• Between"1980"and"2000,"new"diagnostic"and"treatment"tools"increased"life"
expectancy"by"more"than"3"years."

• The"new"tax"hampers"innovation"and"slows"medical"advancement"at"a"time"
when"our"population"is"aging."

• Innovation"can"help"reduce"the"burden"of"chronic"diseases,"which"represent"
more"than"70"percent"of"health"care"costs."

• The"tax"is"assessed"on"revenue,"regardless"of"profit,"so"it"especially"threatens"
innovative"startSup"companies."StartSups"tend"to"suffer"losses"in"their"early"years"
when"they"are"pouring"money"into"R&D."

"
America"stands"to"lose"its"GLOBAL"LEADERSHIP"in"the"development"of"medical"
technology."

• The"U.S."is"a"net"exporter"in"medical"devices,"exporting"$5.4"billion"more"than"it"
imports."But"our"lead"has"shrunk"dramatically"in"the"last"decade."

• U.S."tax"rates"are"higher"than"competitor"nations,"and"the"R&D"tax"credit"is"less"
generous.""

 



  
 

Summaries of Key Device Tax  
Studies and Reports 

 
 

 
There have been a number of recent studies that outline the negative effects the device 
tax would have on jobs in the medical technology industry and the U.S economy overall. 
The implementation of this tax would hurt U.S. competitiveness and do nothing to 
support patient access to life-saving technologies. Key findings from these reports are 
summarized below.   
 
“Employment Effects of the New Excise Tax on the Medical Device Industry” 
 
Diana Furchtgott-Roth, a senior fellow at the Hudson Institute, found that if implemented, 
the medical device tax could result in the loss of tens of thousands of jobs, almost 
double the industry’s total taxes, raise the effective tax rate to among the highest in the 
world, and harm U.S. competiveness. The study identified the following conclusions as a 
result of the implementation of the device tax: 
 

• U.S. industry employment and employment compensation could decline. Based 
on reasonable assumptions, the study estimates the loss of up to 43,000 jobs in 
the medical device industry; 

• The economic effects of the tax likely would be seen in every state, especially 
harming states that employ large numbers in the medical device industry; 

• Innovation could be stifled, as the new tax must be paid by companies regardless 
of net income; and 

• The cost of medical devices would increase for health care providers and 
consumers. (09/07/11) 

 
 
“The Economic Impact of the U.S. Advanced Medical Technology Industry” 
 
This Battelle study demonstrates that the advanced medical technology industry has 
large-scale positive effects on the U. S. economy. According to the study, the industry “is 
among the signature industries for the U.S. and stands among a select group of ideal 
industries,” generating large numbers of jobs; making significant contributions to the 
U.S.’s economic output; being R&D driven, innovative and technologically sophisticated; 
and producing a product in demand across the globe. 
 

• A significant negative change to the industry’s operating environment stemming 
from changes in the business environment, such as a new tax or other changes, 
could cost tens of thousands of jobs, lead to large personal income losses and 
significantly reduce output for the American economy. 

• The study models different scenarios, or “economic events,” whereby the 
industry’s operating environment is affected. An example of such an event 
includes the new $20 billion tax on medical device sales in the U. S. beginning in 
2013. 

• The study estimates that an economic event resulting in a $3 billion decline in the 
industry’s direct output would cause the loss of nearly 39,000 advanced medical 
technology industry jobs and the loss of more than $8 billion in economic output.   

• According to congressional estimators (Joint Tax Committee), the medical device 
tax will result in a loss of revenue of at least $20 billion for the medical device 
industry over the next seven years. (03/26/12) 

http://www.advamed.org/NR/rdonlyres/27ADDF3E-292D-4DFC-B4ED-B01E93E6D5AD/0/090711EmploymentEffectofTaxonMedicalDeviceIndustryFINAL.pdf
http://www.chi.org/uploadedFiles/Industry_at_a_glance/BattelleFinalAdvaMedEconomicImpactReportMarch2012.pdf
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NOTE: The reports are hyperlinked.  

Benjamin Zycher, Pacific Research Institute 
 
PRI senior fellow Benjamin Zycher concludes in his report, “Obamacare’s Tax on 
Medical Devices:  Cuts R&D by $2 Billion a Year,” that the device tax should be repealed 
due to the inevitable reduction in research and development funding that will result from 
its implementation. 
 

• Incentives to invest in the R&D of new medical technologies are driven by 
perceived returns, so the excise tax can be predicted to reduce such investment. 

• A baseline estimate of the adverse investment effect is about 10 percent a year 
through 2020, or approximately $2 billion each year. (05/12) 

 
 
“The Job-Killing Medical Device Tax” - National Center for Policy Analysis 

The NCPA’s device tax issue brief analyzes a number of studies, reports and white 
papers to show why Congress should repeal the medical device tax. It shows that the 
implementation of the tax would reduce the number of well-playing manufacturing jobs 
while making a relatively small impact on overall tax revenue. 

• The tax is applicable to all medical technology firms regardless of profits, so firms 
with thin-to-no profit margins are likely to suffer the most. 

• Some firms have already begun layoffs in preparation for the implementation of 
the device tax. 

• The tax could increase the cost of health care, as providers, hospitals and 
patients are likely to bear most of the increased cost associated with the tax.  
(02/12) 

 
“Taking Action for America:  A CEO Plan for Jobs and Economic Growth”  
 
The Business Roundtable, an association of CEOs of leading U.S. companies, wrote this 
report to identify the challenges American companies face in recovering from the 
economic downturn and to outline a plan that will increase business investment, 
economic growth and American competitiveness. Under its section on pending 
regulations that threaten investment, jobs and growth, the report specifically calls out the 
medical device tax as one that is unnecessary and should be eliminated. The report calls 
for the following steps to maintain American leadership: 
 

• Sound fiscal policies – Achieve a balanced budget to stabilize and reduce federal 
debt relative to the economy’s overall size. 

• Smarter regulations – Work toward a more focused regulatory process, promote 
early engagement with industry and allow the public to track progress for 
increased transparency. 

• Competitive taxation – Adopt a more competitive corporate tax rate, as well as a 
tax system that puts the U.S. on a level playing field with the rest of the world. 
(03/07/12) 

 
Alyene Senger and Brett Ryan, The Foundry:  Conservative Policy News Blog 
 
This Heritage blog post, “Side Effects:  Obamacare Tax Will Kill Jobs, Strangle Medical 
Device Industry,” examines the detrimental effects of the medical device tax, including a 

http://www.pacificresearch.org/docLib/20120522_HPPMay.2012_F.pdf
http://www.ncpa.org/pdfs/ib106.pdf
http://businessroundtable.org/uploads/studies-reports/downloads/2012_03_05_Embargoed_Taking_Action_for_America.pdf
http://blog.heritage.org/2012/02/14/side-effects-obamacare-tax-will-kill-jobs-strangle-medical-device-industry/
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NOTE: The reports are hyperlinked.  

decrease in jobs and stunted innovation. It also describes challenges manufacturers will 
face in supplying medical devices at an affordable price. The post cites the National 
Center for Policy Analysis, AdvaMed President and CEO Stephen Ubl and Sen. Orrin 
Hatch (R-Utah). (02/14/12) 



“State Economic Impact of the Medical Technology Industry” 
By The Lewin Group 

 
Key findings: 
 
x In 2008, the medical technology industry: 

o Employed 422,778 workers; 

o Generated $24.6 billion in payroll;  

o Paid salaries of 40% more than the national average ($58,000 vs. 
$42,000); and  

o Sold $135.9 billion worth of products. 

x “Multiplier” effect of medical technology industry on economies of individual 
states: on average, within each state: 

o Each medical technology job generates an additional 1.5 jobs; 

o Each medical technology payroll dollar generates an additional $0.90 in 
payroll; and 

o Each dollar of medical technology sales generates an additional $0.90 in 
sales. 

 
Longer-term growth: 
 
x From 2005 to 2008: 

o Total medical technology jobs increased 12.5% (375,961 to 422,778) 
o Total medical technology payroll increased 11.4% ($22.1 billion to $24.6 

billion) 
o Total U.S. product sales increased 11.6% ($121.8 billion to $135.9 billion) 

 
Medical technology industry withstood the recession better than overall 
U.S. manufacturing: 
 
x From 2007 to 2008: 

o Total U.S. manufacturing employment decreased by 4.8% 
o Medical technology employment decreased only 1.1% 

 
o Total U.S. manufacturing payroll decreased 1.4% 
o Medical technology payroll decreased only 0.7% 

 
o Total U.S. product sales increased 2.8% 
o Medical technology sales increased 3.0% 

http://www.lewin.com/~/media/lewin/site_sections/publications/stateeconomicimpactofthemedicaltechnologyindustry61510.pdf
Phillip Morris


http://www.lewin.com/~/media/lewin/site_sections/publications/stateeconomicimpactofthemedicaltechnologyindustry61510.pdf
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Exhibit 9:  Average Employee Earnings and MTI Average Employee Earnings by State, 2007 
13

 

                                                      

13 Data shown is the average annual earnings per employee of MTI establishments relative to the average annual earnings of all private establishments in each 
state (as reported in the 2007 County Business Patterns Survey).   

State State

United States 41,680$  58,188$  39.6% Missouri 37,141    42,804    15.2%
Alabama 33,818    38,016    12.4% Montana 30,091    37,610    25.0%
Alaska 46,605    39,937    -14.3% Nebraska 34,214    43,528    27.2%
Arizona 37,768    58,908    56.0% Nevada 37,149    42,152    13.5%
Arkansas 32,332    34,481    6.6% New Hampshire 39,760    52,153    31.2%
California 47,481    62,547    31.7% New Jersey 50,295    69,051    37.3%
Colorado 42,295    57,990    37.1% New Mexico 34,086    36,829    8.0%
Connecticut 52,922    51,666    -2.4% New York 56,983    46,507    -18.4%
DC 63,369    55,723    -12.1% North Carolina 36,793    50,638    37.6%
Delaware 46,951    51,152    8.9% North Dakota 31,112    31,118    0.0%
Florida 36,029    53,287    47.9% Ohio 37,848    42,689    12.8%
Georgia 38,953    46,089    18.3% Oklahoma 34,107    39,143    14.8%
Hawaii 35,268    35,629    1.0% Oregon 37,923    48,984    29.2%
Idaho 32,216    31,373    -2.6% Pennsylvania 40,041    50,213    25.4%
Illinois 45,061    49,842    10.6% Rhode Island 38,464    42,778    11.2%
Indiana 35,800    50,714    41.7% South Carolina 32,683    40,739    24.7%
Iowa 33,310    38,756    16.4% South Dakota 30,726    55,723    81.4%
Kansas 35,945    38,934    8.3% Tennessee 36,391    51,271    40.9%
Kentucky 33,801    37,391    10.6% Texas 41,260    48,234    16.9%
Louisiana 35,956    33,482    -6.9% Utah 35,119    50,403    43.5%
Maine 33,842    42,379    25.2% Vermont 32,906    37,528    14.0%
Maryland 44,421    58,843    32.5% Virginia 42,639    42,081    -1.3%
Massachusetts 51,151    66,787    30.6% Washington 44,893    60,346    34.4%
Michigan 40,935    50,022    22.2% West Virginia 31,081    39,567    27.3%
Minnesota 42,428    63,567    49.8% Wisconsin 37,293    62,383    67.3%
Mississippi 30,353    45,384    49.5% Wyoming 37,855    55,723    47.2%

Average 

Earnings

MTI Average 

Earnings

Percent 

Premium

Average 

Earnings

MTI Average 

Earnings

Percent 

Premium
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Appendix B: Change in Employment by State, 2005 to 2007
18

 

Sum of States 357,670    430,673 20.4% Missouri 4,043       5,701 41.0%
Alabama 2,328       2,287 -1.8% Montana 266          400 50.4%
Alaska 43          147 242.0% Nebraska 4,651       4,784 2.8%
Arizona 4,506       7,168 59.1% Nevada 295       1,097 272.4%
Arkansas 2,236       2,610 16.7% New Hampshire 3,298       3,795 15.1%
California 72,485     83,999 15.9% New Jersey 17,953     20,496 14.2%
Colorado 7,969       9,169 15.0% New Mexico 989       1,152 16.5%
Connecticut 7,638       7,576 -0.8% New York 16,607     19,645 18.3%
Delaware 3,067       3,136 2.2% North Carolina 7,804       8,407 7.7%
District of Columbia 34            60 73.7% North Dakota 108          211 94.9%
Florida 19,949     21,668 8.6% Ohio 12,820     12,383 -3.4%
Georgia 6,801       6,741 -0.9% Oklahoma 983       1,430 45.4%
Hawaii 76          320 320.9% Oregon 3,927       4,746 20.9%
Idaho 451          735 62.9% Pennsylvania 17,482     22,233 27.2%
Illinois 9,967     11,919 19.6% Rhode Island 1,358       1,933 42.3%
Indiana 15,548     19,950 28.3% South Carolina 3,702       4,281 15.6%
Iowa 1,107       1,953 76.3% South Dakota 1,767       1,064 -39.8%
Kansas 1,254       2,466 96.6% Tennessee 5,820       8,349 43.4%
Kentucky 1,516       2,007 32.4% Texas 14,253     16,560 16.2%
Louisiana 372          798 114.5% Utah 8,894     10,272 15.5%
Maine 2,048       1,724 -15.8% Vermont 199          397 99.5%
Maryland 3,867       4,900 26.7% Virginia 2,934       4,700 60.2%
Massachusetts 21,847     23,907 9.4% Washington 7,131       8,718 22.3%
Michigan 6,089       9,355 53.6% West Virginia 806       1,104 36.9%
Minnesota 18,571     26,862 44.6% Wisconsin 8,805     14,381 63.3%
Mississippi 771          921 19.4% Wyoming 236            69 -70.7%

State
Employment

2005 2007 % Growth
Employment

State
2005 2007 % Growth

 

                                                      

18 The comparison years are those presented in the 2007 and current (2010) economic analyses performed by the Lewin Group. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Dear Speaker Boehner, Majority Leader Cantor, Majority Whip McCarthy, Minority Leader 
Pelosi, Minority Whip Hoyer and Assistant Minority Leader Clyburn: 
 
 As Congress explores policies to grow the economy, encourage job creation and 
innovation, we respectfully request that you add the repeal of the medical device excise tax to 
your list of priorities of legislation that should be acted on this year. We continue to believe that 
implementation of what was to be a $20 billion excise tax – and is now estimated to collect over 
$30 billion in taxes – will adversely impact patient care and innovation, and will substantially 
increase the costs of health care. On behalf of the more than 700 undersigned organizations, 
associations, companies, patients, providers and venture capital firms representing hundreds of 
thousands medical technology jobs, we ask that you bring the device repeal legislation, which 
has the support of more than 239 Members, to a vote. 
 
 As you know, the medical device industry is a unique American success story – both for 
patients and our economy. The United States is the world leader in manufacturing life-saving and 
life-enhancing treatments, and the industry is an important engine for economic growth. The 
industry employs more than 400,000 workers nationwide; generates approximately $25 billion in 
payroll; pays out salaries that are 40 percent more than the national average ($58,000 vs. 
$42,000); and invests nearly $10 billion in research and development (R&D) annually. The 
industry is fueled by innovative companies, the majority of which are small businesses with 80 
percent of companies having less than 50 employees and 98 percent with less than 500 
employees. 
 
 Unfortunately, beginning in 2013, the health care law will impose over $30 billion in new 
excise taxes on medical technology companies that will stifle innovation and U.S. 
competitiveness.  Despite the 2013 implementation date, the tax is already having an adverse 
impact on R&D investment and job creation, jeopardizing the U.S. global leadership position in 
medical device innovation.  If this tax is not repealed, it will continue to force affected 
companies to consider cutting manufacturing operations, research and development, and 
employment levels to recoup the lost earnings due to the tax.  It will also adversely impact 
patient access to new and innovative medical technologies.  

The Honorable Nancy Pelosi 
Minority Leader 
U.S. House of Representatives 
 

The Honorable John Boehner 
Speaker of the House 
U.S. House of Representatives 
 

The Honorable Steny Hoyer  
Minority Whip 
U.S. House of Representatives 
 

The Honorable Eric Cantor 
Majority Leader 
U.S. House of Representatives 
 

The Honorable James Clyburn 
Assistant Minority Leader 
U.S. House of Representatives 
 

The Honorable Kevin McCarthy 
Majority Whip 
U.S. House of Representatives 
 

June 6, 2012 



 
 
In short, this tax on innovation should be repealed for the following three important reasons: 
 

• The tax will stifle innovation and cost thousands of high-paying jobs.  It will increase the 
effective tax rate for many medical technology companies, thereby reducing financial 
resources that should be used for R&D, clinical trials and investments in manufacturing.  
The impact will be especially hard on smaller companies whose innovations are not 
immediately profitable.   

 
• The tax will increase health care costs as confirmed by a report issued in April 2010 by 

the Office of the Actuary at the Centers for Medicare and Medicaid Services (CMS).  In 
some cases, the 2.3% tax will be passed on to consumers, leading to higher health care 
costs.  

 
• The tax will not be offset by increased demand for medical devices.  In fact, it is 

important to note that there is no evidence suggesting a device industry "windfall" from 
healthcare reform.  Unlike other industries that may benefit from expanded coverage, the 
majority of device-intensive medical procedures are performed on patients that are older 
and already have private insurance or Medicare coverage.  Where states have 
dramatically extended health coverage, such as in Massachusetts where they added 
400,000 new covered lives, there is no evidence of a device “windfall.”  

 
 At a time when the federal government is working to promote investment in U.S. 
industries of the future, it is inconsistent that a tax of this magnitude would be considered on the 
medical device industry.  We must do all we can to encourage and promote research, 
development, investment and innovation. Instead, increased taxes, such as this one on the 
medical device industry, coupled with the increased regulatory uncertainty the industry also 
faces, will lead to further job losses, hinder the development of breakthrough treatments and 
delay patient access to medical technology. 
 
We respectfully request timely action on legislation to repeal this over $30 billion excise tax.  
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