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Health Care Reform Will Benefit 
Small Business

The House health care reform plan

Prohibits insurance company practices that drive up costs for small businesses (Sec. 111-116)
Under the bill, insurance companies will no longer be able to deny coverage based on pre-existing conditions, refuse to renew coverage if employees get sick, charge higher premiums based on what type of employees are hired or which jobs they work, and set unreasonable out-of-pocket spending limits that drive families deeply into debt.


Insurance companies will no longer charge higher health insurance premiums because of employee health status (Sec. 111)
One reason small businesses pay higher rates today is that they do not have the advantage of large numbers of employees over which to spread insurance risk. Even if a small employer currently has healthy workers, the small business faces the prospect of dramatically increased future premiums if any employee, or his/her family, actually needs to use the coverage.
Increases competition in the insurance market in areas where a lack of competition results in higher costs (Sec. 221, et al)
As reported in a recent BusinessWeek article, “health insurance is one of the most concentrated markets in the U.S., and that the lack of competition may be one factor behind sharply rising premiums.”  94% of metropolitan areas across the nation are “highly concentrated,” meaning only 1 or 2 companies dominate. Much as FedEx competes with the US Post Office for better overall shipping rates regardless of which one you use, the public option will increase competition and choice in insurance.
Gives small businesses the benefits of large-group rates, lower administrative costs, and the ability to offer choice of plans to employees through the Health Insurance Exchange (Sec. 202, et al)
In the first years, the Health Insurance Exchange is targeted to serve employees of small businesses and the uninsured.  Small businesses will be able to participate in the Exchange on a graduated timeline: 

· In year 1, firms with up to 15 employees will be eligible to enter the Exchange

· In year 2, firms with up to 25 employees will be eligible

· In year 3, firms with 50 employees will be eligible to enter

· Over time businesses of all sizes may participate

(reflects Education & Labor Committee amendment)

Provides a permanent tax credit to assist small businesses who choose to offer coverage to their employees (Sec. 421)
Small businesses that choose to offer health coverage are eligible to receive a credit against their income tax liability for up to 50% of their cost of providing such coverage.  The full 50% credit is available for small business with 10 or fewer employees and with average employee wages of $20,000 or less. The credit rate phases out as employee size and average employee wages increase. The credit is fully phased out for firms with 25 employees or average wages of $40,000.  The credit is available even if the small business is not required to share in the responsibility of contributing to or offering coverage.
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Exempts small businesses from the shared responsibility penalty (Payroll scale reflects Waxman/Blue Dog compromise)
Just like auto insurance, everyone must be insured to make the system work.  The bill is built on the concept of shared responsibility.  Under the bill, individuals who are self-employed or unemployed would be required to purchase a plan if they don’t qualify for other insurance.  Mid-sized and large businesses would be required to offer health coverage to their employees or pay an 8% payroll fee to help subsidize their coverage in the Exchange. 

In recognition that providing health insurance is unaffordable for many small businesses, the bill exempts most small businesses from this shared responsibility requirement and subjects others to a lower rate. 
    * Payrolls of $500,000 or below are completely exempt

    * Payrolls between $500,000 and $750,000 face a graduated fee if no coverage is provided.
Exempts 96% of small businesses owners from the health care surcharge (Sec. 441)
Under the bill, the wealthiest 1.2% of Americans would pay a surcharge on income over certain levels to help make health insurance affordable for small businesses and the middle class.  For small business owners, the surcharge is only on net profits—receipts minus expenditures (payroll, capital expenses, etc.)—above $280,000 (for single filers) and $350,000 (for married filers).  The nonpartisan Joint Committee on Taxation estimates that only 4.1% of small business owners would net that much and therefore pay the surcharge, using the broadest definition of a small business owner (i.e., any individual with $1 million in small business income).  That means 95.9% of small business owners would pay nothing.  Of the remaining 4.1%, only 1.1% would pay the top rate—among them, hedge fund managers, private equity fund managers, lawyers, and lobbyists making millions of dollars a year.
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The status quo is unsustainable


for small business.


60% of uninsured Americans—28 million people—are small business owners, workers, and their families. (Natl Federation of Independent Business)


Insurance costs for small businesses have risen 129% since 2000. (NFIB)


Small business workers pay an average of 18% more in premiums than those in large firms for the same benefits. Their deductibles are more than double. (Commonwealth Fund)


Up to 25% of the cost of premiums for some small business health plans goes to administrative costs, compared to 10% for large firms. (U.S. General Accounting Office)


Without reform, small businesses will pay nearly $2.4 trillion in health care costs over the next 10 years. If health care reform is enacted, small businesses could save as much as $855 billion over 10 years, nearly 36%. (Small Business Majority)


























