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UC BERKELEY Comparing the Employer Requirements in the

I. ABOR Congressional Health Proposals

CENTER l'}g |1B::(2I(:al;lsCenter for Labor Research and Education

Requiring employers to provide health care coverage or contribute to its cost is essential if
Congress seeks to encourage employers to continue to offer health insurance under the proposed
reforms. An employer requirement:

Levels the playing field between employers;

Reduces the incentive for employers to drop coverage and shift costs onto the public

(“crowd-out.”);

Provides revenue to pay for the coverage expansion.

The structure of the employer requirement will determine:
How much revenue is generated, how many people end up with employer-based
insurance, and how health costs affect competition between employers.
Ease of administration.
Potential for labor market distortions.

In a competitive market, employers should continue to directly provide coverage if the cost of
the premiums is less than the cost of the penalty plus the cost of raising the workers’ wages
enough to allow them to purchase equal plans through the exchange, taking into account the
subsidies available to their workers in the exchange if they are not offered coverage on the job.

HR 3200 is the most effective in meeting the objectives of an employer requirement.
Easy to administer: Requires firms to provide health coverage to their employees or pay
a percent of payroll into the exchange. Firms with total payrolls below $500,000 a year
are exempt. Firms with payrolls between $500,000 and $750,000 would pay on a sliding
scale starting at 2 percent. Those with payrolls over $750,000 would pay 8 percent of
payroll. As a point of comparison, the average firm currently spends 10 percent of payroll
on health care.' To qualify as providing coverage, the employer would need to contribute
at least 72.5 percent of the premium cost for the lowest cost individual plan that meets the
minimum benefit standard, and 65 percent of the premium for family coverage.
Effective in preventing crowd-out: Only those employers whose workers have average
family incomes below 200 percent of the federal poverty level would gain from ceasing
to offer coverage. Ten percent of workers with coverage through an employer are in
families with incomes below 200 percent of the federal poverty level.”
Low risk of labor market distortions: Equivalent to moderate increase in minimum
wage. It’s likely that costs for workers earning above the minimum wage will be passed
on to workers in the form of forgone wages. Two recent studies of employer
requirements, one on Hawaii,3 the other on San Francisco, found no measurable effect on
employment.*
Employer 10-year contribution, according to CBO, $163 billion.’
Other: Payroll size (HR 3200) is a better measure of a firm’s ability to pay than the
number of workers (HELP bill).



Senate HELP bill would do little to level the playing field among employers or prevent
crowd-out.

e Easy to administer: Employers would be required to cover 60 percent of the premium
cost of a plan that meets the minimum qualifying standards or to pay $750 per employee
who is not offered coverage and $375 on each part-time employee. The requirement
applies to firms with more than 25 employees.

e Limited effectiveness in preventing crowd-out: The $750 a year requirement compares
to an average annual individual coverage cost of $4,757 and $13,122 for family
coverage.® A larger share of employers would gain advantage from dropping coverage
than in the House bill. Firms with median family incomes below 300 percent of the
federal poverty level would largely do better by paying the fee and shifting costs onto the
public; the exact benefit would depend on family size and average worker age. Twenty-
five percent of the people with coverage through an employer are in families with
incomes under 300 percent of the federal poverty level.

e Low risk of labor market distortions: As with the House bill, the HELP bill is not
likely to have any negative impact on employment.

e Employer 10-year contribution, according to CBO: $52 billion.’

Senate Finance proposal has the greatest potential for labor market distortions; it creates an
incentive to reduce worker hours and raises the relative cost of hiring individuals in low- and
middle-income families.

e Complex and expensive to administer, creating a high potential for error:®
Employers with more than fifty full-time workers—defined as thirty hours a week—who
do not offer health coverage would pay a fee based on the amount of tax subsidies those
workers receive in the exchange. The total amount required of any employer is capped at
$400 for every employee in the firm. Unlike the House and HELP bills, employers would
be dependent on after-the-fact reports in order to determine their liability.

e Limited effectiveness in preventing crowd-out. Requirement for firms with a large
share of subsidy-eligible employees is too low to be effective, and firms with a low share
of subsidy-eligible employees are likely to try to evade the requirement.

e Greatest risk of labor market distortions because it only applies to fulltime workers,
and firms can easily avoid it by reducing work hours.® The provision also raises privacy
considerations for employees.

e Employer 10-year contribution, according to CBO: Not yet scored.
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