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More Workers Eligible for Health Coverage Despite Lack of
Growth in Employer Offer Rates
By Paul Fronstin, Ph.D., Employee Benefit Research Institute
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This paper examines the percentage of employers offering health insurance from 2008–2018, with a focus on 2013–
2018, to better understand how health insurance offer rates may have been affected by the Patient Protection and
Affordable Care Act of 2010 (ACA) in addition to the Great Recession of 2007–2009 and the subsequent economic
recovery. The data come from the Medical Expenditure Panel Survey - Insurance Component (MEPS-IC).
Many employers were expected to drop workplace health insurance with the introduction of the ACA, and some have
done so. Since 2013, the percentage of employers with 1,000 or more employees offering health benefits to workers
has been consistently above 99 percent, but smaller establishments have shown a steady, though not precipitous,
decline in offer rates. For the smallest employers studied, those with fewer than 10 employees, the offer rate declined
from 28 percent in 2013 to 21.7 percent in 2016.
However, in 2017, the overall percentage of private-sector employers offering health benefits increased for the first
time since 2008. In 2008, 56.4 percent of private-sector employers offered health benefits. By 2016, it was down to
45.3 percent. It then increased to 46.9 percent in 2017. Yet, the increase in offer rates did not continue in 2018.
Despite the lack of an increase in offer rates, the percentage of workers eligible for health coverage through their job
continued its upward trend. Between 2014 and 2018, the percentage of workers eligible for health coverage increased
from 75.4 percent to 78 percent. This increase was likely due to changes in the composition of the work force. We
found a shift to full-time employment, fewer workers considered low-wage, and a shift to larger firms.
There were years before 2017 when offer rates increased in various specific establishment size segments, perhaps due
to the strengthening economy and lower unemployment rates.
Between 2017 and 2018, the increase in offer rates did not continue for most employer sizes. They increased slightly
for employers with 10–24 employees, 100–999 employees, and 1,000 or more employees. They fell slightly for those
with fewer than 10 employees and 25–99 employees.
This paper discusses the context for the recent trends and suggests factors that may influence future trends.
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More Workers Eligible for Health Coverage Despite Lack of
Growth in Employer Offer Rates
By Paul Fronstin, Ph.D., Employee Benefit Research Institute
Introduction
What impact is the Patient Protection and Affordable Care Act of 2010 (ACA) having on availability of health coverage in
the workplace? Are large employers continuing to offer coverage or are they choosing to pay the penalty? And what are
small employers, free of a pay-or-play mandate, doing — continuing to maintain plans, setting up plans to help their
employees satisfy their individual mandates, migrating to the new health exchanges, or moving away from offering
health coverage? How has employee eligibility changed?
The Patient Protection and Affordable Care Act of 2010 (ACA) requires employers with 50 or more employees
to either offer health insurance coverage or pay a penalty. Employers with fewer than 50 employees are
exempt from this provision. However, the law includes a number of provisions intended to make it easier for
small employers to obtain coverage for their employees. They include insurance market reforms, the Small
Business Health Options Program (SHOP) or health insurance exchanges, and small employer tax credits.
The ACA also requires that individuals have health insurance coverage or pay a penalty, though the Tax Cuts
and Jobs Act of 2017 eliminated the financial penalty for not having health insurance starting in 2019.
Since the ACA was enacted in 2010, there have been numerous predictions that employers would drop coverage:


The Congressional Budget Office (CBO) issued several predictions that between 5 and 20 million fewer people
would have employment-based health coverage in 2019 as a result of fewer employers offering health
coverage after the ACA.1



Ezekiel Emanuel, former senior health advisor to President Obama, predicted as recently as 2014 that fewer
than 20 percent of workers would have coverage through their jobs by 2025.2



In 2012, S&P Capital IQ Global Markets Intelligence projected that by 2020, 90 percent of workers with
employment-based coverage would be shifted to individual coverage in public exchanges.3

There were also contrary views at the time. A number of studies concluded that there would be relatively little net
change in the number of people with employment-based coverage in the short term as a result of the ACA, but there
was less certainty on the longer-term effects.4 In addition, a 2016 New York Times story concluded that “… those
predictions were largely wrong. Most companies, and particularly large employers that offered coverage before the law
have stayed committed to providing health insurance.” 5
There are now several years of post-ACA-enactment data that, combined with pre-ACA data, help identify the trends in
the availability of health plans by private-sector employers of various sizes. In this paper, we use data from the Medical
Expenditure Panel Survey - Insurance Component (MEPS-IC) to examine how the availability of employment-based
health insurance has been changing. The MEPS-IC is a survey of private- and public-sector employers fielded by the
U.S. Census Bureau for the Agency for Healthcare Research and Quality (AHRQ). The survey has been fielded annually
since 1996 (with the exception of 2007). Over 40,000 private-sector establishments were interviewed in 2018.6

Overall Trend
In 2018, the overall percentage of workers employed by private-sector employers who were eligible for health benefits
increased, continuing a trend that started in 2015. In 2018, 78 percent of workers employed by private-sector
employers were eligible for health benefits, up from 75.4 percent in 2014 (Figure 1).
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This increase occurred in 2018 despite the fact that the percentage of private-sector employers offering health benefits
did not increase. In 2018, 46.8 percent of private-sector employers offered health benefits, essentially unchanged from
46.9 percent in 2017. As will be discussed in more detail below, there have been years before 2017 when offer rates
increased in various specific establishment size segments.
The juxtaposition between the two trends suggests that workers have been migrating to jobs that are more likely to
offer health coverage. We found evidence to support this in the form of a shift to full-time employment, fewer workers
considered low-wage, and a shift to larger firms.

Figure 1
Percentage of Private-Sector Establishments That Offer Health Insurance
and Percentage of Workers Who Are Eligible, 2008–2018
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Source: Medical Expenditure Panel Survey - Insurance Component (MEPS-IC).

Availability of Health Coverage by Establishment Size
Generally, large employers have stayed the course by continuing to offer health coverage to their workers. Nearly all
large employers offered health coverage before enactment of the ACA and continued to do so through 2018. Over this
period, the percentage of employers with 1,000 or more employees that offered coverage was consistently above 99
percent and was 99.4 percent in 2018 (Figure 2).
In contrast to large employers, small and medium-sized companies did not stay the course. The percentage of small
and medium-sized employers offering health benefits fell between 2013 and 2014, the year that most major provisions
of the ACA took effect, though this continued a trend that started as far back as 2009.7 Interestingly, in August 2016,
the Wall Street Journal reported on anecdotal evidence that some small companies that had dropped health benefits
were restoring the benefits.8 National data collected since then bears this out: there appears to be the beginning of a
rebound in employment-based coverage offer rates in every establishment size category below 1,000 starting between
2015 and 2017. The rebound stalled in 2018 not only in aggregate but also generally when examining the trend by firm
size.
The percentage of workers eligible for health coverage (the eligibility rate) by establishment size is shown in Figure 3 —
and trends here are less clearly defined. However, with the exception of establishments with 10–24 employees,
eligibility rates increased between 2014 and 2018. Since 2014, the percentage of workers eligible for health insurance
in establishments with fewer than 10 employees has increased from 79.9 percent to 81.4 percent. Similarly, the
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eligibility rate increased from 74 percent to 76.4 percent among workers in establishments with 25–99 employees
between 2014 and 2018. It increased from 75.2 percent to 77.9 percent among workers in establishments with 1,000
or more workers between 2014 and 2018.

Figure 2
Percentage of Private-Sector Establishments That Offer Health
Insurance, by Establishment Size, 2013–2018
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Source: Medical Expenditure Panel Survey - Insurance Component (MEPS-IC).

Figure 3
Percentage of Private-Sector Workers Eligible for Health Insurance, by
Establishment Size, 2013–2018
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Why Might More Workers Be Eligible for Health Coverage at a Time When
Employers Are Not More Likely to Offer It?
Despite the fact that the percentage of employers offering health coverage in 2018 did not increase, we found that the
percentage of workers eligible for health benefits continued a longer-term trend. The juxtaposition between the two
trends suggests that workers have been migrating to jobs that are more likely to offer health coverage. We found
evidence to support this.
We found a long-term shift to full-time employment, fewer workers considered low-wage, and a shorter-term shift to
larger firms. The percentage of employers reporting that 75 percent or more of their workers were employed full time
increased from 63 percent to 69 percent between 2014 and 2018 (Figure 4). Similarly, the percentage of workers in
firms with low-wage workers comprising at least 50 percent of the work force fell from 29 percent in 2013 to 22
percent in 2018 (Figure 5). And, more recently, the percentage of workers employed in large establishments (those
with 1,000 or more employees) increased from 46 percent to 48 percent between 2016 and 2018 (Figure 6).
Full-time workers are more likely than those employed part time to be offered health benefits. Similarly, larger firms are
more likely than smaller firms to offer health benefits. These shifts, along with others, are not large, but they are large
enough to result in an increased percentage of workers who are eligible for health benefits through their job.

Figure 4
Distribution of Workers, by Percentage Employed Full Time, 2013–2018
2013

2014

2015

2016

2017

2018

80%

70%

66%

66%

69%
67% 68%

63%
60%

50%

40%

30%

20%

10%

16% 17%
8%

10% 9% 9% 9% 9%

15% 14% 14%
13%

9% 10% 10% 9% 9% 9%

0%
Less Than 25%

25–49 %

50–74 %

75% or More

Source: Medical Expenditure Panel Survey - Insurance Component (MEPS-IC).

ebri.org Issue Brief • July 25, 2019 • No. 487

6

Figure 5
Distribution of Workers, by Percentage of Low-Wage Employees, 2013–2018
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Figure 6
Distribution of Workers, by Establishment Size, 2013–2018
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Why Did Small Employers Drop Health Coverage in the Past?
There are several plausible reasons for the decline in the availability of health coverage among smaller employers that
occurred until recently, including rising health care costs, fear of rising health care costs, availability of non-group
insurance in the public exchange, the 2007–2009 recession, labor market weakness, and post-recession business
softness and uncertainty.
Historically, smaller employers have been less committed to offering health coverage than larger employers. One oftencited reason has been that smaller establishments, more than larger ones, frequently face higher and more volatile
increases in health insurance premiums (Figure 7).9
When the 2007–2009 business recession occurred and unemployment rates rose to around 10 percent, many smaller
employers that had been offering health coverage plans dropped them, leading to fewer workers with such coverage.10
The availability of coverage among small employers continued to decline after 2009 as business and labor/employment
softness and uncertainty continued — as reflected in lower gross domestic product (GDP) growth and business
profitability, higher unemployment rates, and projections of higher health care costs. Indeed, the business and
labor/employment experiences associated with the recession and the sluggish subsequent years may have made many
employers — and workers11 — more cautious about taking on financial commitments they might not be able to fulfill in
the future, particularly in another business slowdown.

Figure 7
Premium Increases, by Firm Size, 1995–2018
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These factors may have been reinforced by the enactment of the ACA in 2010 and then the incremental application12 of
those requirements to smaller employers, for a couple of reasons:


The ACA requirements may have convinced many smaller employers that offering health coverage would
become a more regulated and expensive benefit — something to stay away from.



Workers with smaller establishments could get health coverage in ACA-mandated public exchanges where they
could not be denied coverage for pre-existing conditions, premiums would not vary with health status,
subsidies would be available for those with income below 400 percent of the federal poverty level, and in many
cases there would be more plan choices than smaller employers are typically able to provide.

In other words, for many smaller employers, the business, labor/employment, and health care environments all tended
to change the cost-benefit calculation against offering health coverage — greater costs and risks, with reduced
differentiation, attraction, and retention benefits.
In 2017, circumstances appeared to change again for some small employers, making it more advantageous to offer
health coverage. With respect to health insurance premiums, for the last few years, premium increases have been
relatively low and less volatile. With respect to the economy and the labor market, the unemployment rate has
continued to trend down. It was below 5 percent for most of 2016, trending down to 4.1 percent by the end of 2017
(Figure 8). When unemployment is low, recruiting and retaining workers becomes a bigger challenge for employers,
including some smaller employers, which in turn often means improving compensation and benefits.

Figure 8
Monthly Unemployment Rate, 2007–2018
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Large and Medium-Sized Employers in the Future?
While the percentage of employers sponsoring a health plan has been relatively steady for large and medium-sized
employers, some have predicted that even these employers — traditionally more committed to offering health coverage
to their workers — will begin to move away from offering those benefits in the future.13 There’s no doubt that many of
these employers have already made significant changes in the nature of the coverage that is offered, moving from
defined benefit to defined contribution approaches that include more individual cost-sharing (both through employee
premiums or contributions and employee out-of-pocket expenses) and decision-making responsibilities; shifting to
private health insurance exchanges; adopting wellness programs; and more generally supporting greater consumer
engagement in health care.14
More larger and medium-sized employers may continue to reduce their involvement in their own health plans,
increasingly concluding that offering their own health plans is not crucial to the attraction and retention of their
employees — so why take on the costs and risks? When the next business slowdown (and corresponding rise in
unemployment rates) takes hold, it will be interesting to see if fewer larger and medium-sized employers continue to
offer health coverage.
It’s also possible that certain public policy changes, if adopted, may drive some employers — large and small alike —
away from offering health benefits and cause some workers to care less about whether they get health coverage from
their employer. For example, the tax exclusion of employment-based health coverage could be changed, as has been
proposed in the past.15 Similarly, while the excise tax on high-cost plans (aka the Cadillac tax) has been delayed
numerous times, the tax may take effect at some point.
While there are many reasons to expect employers to move away from offering health benefits, there are also reasons
to expect employers to continue offering them. Large employers may continue to sponsor their own health plans
because of the concern that employees and their dependents may be impacted by continued volatility in both choice
and premiums in the non-group market. Employers may also be hesitant to move away from offering coverage because
of the uncertainty of the future of ACA and what that might mean for the availability of non-group coverage. Employers
may continue to offer benefits because they need healthy employees and may think that they can do a better job of
investing in worker health than either the non-group market or the government. Finally, employers may be hesitant to
move away from offering health coverage simply because of the strong economy and lower unemployment rates, which
make it hard to drop such a benefit in an environment where it is challenging to recruit and retain workers.

Health Reimbursement Arrangements and the Future of Health Benefits in the
Workplace
In June 2019, the Trump administration issued a final rule 16 to expand the use of stand-alone health reimbursement
arrangements (HRAs) by employers of all sizes. This rule follows the regulations17 issued by the departments of
Treasury, Labor, and Health and Human Services in October 2018 — at the direction of an executive order by President
Trump.
HRAs are employer-funded health plans that reimburse employees for qualified medical expenses. They are typically
combined with a high-deductible health plan. Distributions from HRAs for qualified medical expenses are made on a
tax-favored basis. Unused funds are allowed to roll over, at the discretion of employers. Under the final rule, employers
would be able to offer a stand-alone HRA that workers could then use to purchase health insurance in the non-group
market. The HRA would have to be used to purchase ACA-compliant plans and would have to meet ACA affordability
requirements in order for the employer to meet the shared responsibility requirement. The HRA would not be subject to
ERISA if certain conditions are met. There is no limit to the amount of money that an employer can contribute to an
HRA.
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The administration expects around 800,000 employers will offer stand-alone HRAs by 2024 and beyond. As a result,
some 10.7 million individuals would be covered by such an HRA by 2027 and 6.8 million fewer workers (and their
dependents) would have traditional employment-based health coverage.
It is no surprise that there would be fewer people with traditional employment-based health coverage. Employers have
been interested in the concept of “defined contribution (DC) health” coverage, and giving workers an HRA that they can
use to purchase coverage in the non-group market may be an attractive means of moving to DC health. Employers
never moved in the direction of giving workers a fixed contribution to purchase health insurance for a number of
reasons. Historically, they were hesitant to drop group coverage in favor of offering individual policies because the nongroup market was not considered a viable alternative to the employment-based system. And, more recently, even with
the advent of private health insurance exchanges, employers did not embrace them as the initial hype would have
expected us to believe.18
There is no question that the HRA provision gives employers the means to drop traditional health coverage and go to a
“DC health”-type plan. One of the concerns is that employers will try to structure their plans in such a way to send
high-risk employees to the individual market. The regulations include a number of provisions to prohibit such a
discriminatory practice. However, what if only employers facing the highest premiums in the group market adopted
HRAs? If such a phenomenon occurred, the non-group market would not become more stable and may see average
premiums increase. In contrast, the group market would see a reduction in average premiums as higher-risk groups
left.
Employers may require that there be a viable non-group market for their employees to go to before moving to HRAs.
Stability in premiums may be one requirement, which may make it less likely that multi-state employers move to HRAs
given the variation in premium growth across states. The quality of the benefits offered is another consideration. For
instance, the prevalence of narrow network plans in the non-group market may be something that continues to hold
employers back from HRAs. And of course there is always the uncertainty of future changes in the non-group market,
as employers have no control over that marketplace and would have no control over how workers spent HRAs in the
non-group market.
There are a number of unanswered questions. Which employers would go in this direction, under what circumstances,
and for which employees? Would it vary by firm size? Do the strength of the economy and labor market conditions
factor in? The next recession will be the first recession in history since the insurance market reforms were put into
place by the ACA. It will be the first time in history that a recession is paired with the inability of insurance companies
to deny people coverage for pre-existing conditions or to charge them more for such conditions. It will also be the first
time that health insurance premiums for people under 400 percent of the federal poverty level are subsidized by the
federal government during a recession in a meaningful way. Employers may decide that they no longer need to offer
health benefits to be competitive in the labor market during the next recession, and the combination of the insurance
market reforms and the ability to give workers tax-free money to purchase health insurance on their own may finally
put the future of employment-based health coverage to the test.
While employers can expand the use of HRAs in 2020, the final rule may face a court challenge and is subject to
congressional oversight hearings in the U.S. House of Representatives.

Conclusion
Despite predictions to the contrary, employers did not drop health benefits en masse after the ACA was passed and
took effect. Immediately after the ACA passed, there continued to be a small erosion in the availability of coverage, but
soon thereafter, there was a small increase in the percentage of employers offering coverage. The increase in employer
offer rates combined with structural changes in the labor force resulted in a nearly 3 percentage point increase in the
percentage of workers eligible for health benefits between 2015 and 2018. Yet, the employment-based health benefits
system faces threats. A combination of a recession, higher unemployment, and the availability of HRAs that workers
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can use to purchase health benefits through the non-group market could someday put the resilience of the
employment-based health benefits system at risk.
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