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Oversight:  Providing Health Care to Small Business Employees
INTRODUCTION

On March 29, 2006, the Committees on Small Business and the Committee on Health, chaired respectively by Council Members David Yassky and Joel Rivera, will hold an oversight hearing entitled: “Providing Health Care to Small Business Employees.”  

BACKGROUND


The government provides health care to the very poor through programs like Medicaid, Family Health Plus and Child Health Plus.  However, the working poor often do not have health insurance available through their employer, do not earn enough to pay for the high premiums insurers set for individuals and can earn too much to be eligible for government sponsored health insurance programs.  A recent study by the United Hospital Fund found that the rate of people without health insurance declined among New York City residents between 2000 and 2003.
  According to the report, this was due to an increase in the rate of public health insurance coverage without a reduction in the rate of employer-sponsored insurance.
  Specifically, employer-sponsored coverage increased from 3.2 million to 3.4 million people
 and enrollment in public health insurance increased from 1.5 million to 1.8 million people, or an increase in public coverage from 22% to 25% of the New York City population.
    

However, 1.7 million people remain without health insurance in New York City and 2.9 million are uninsured in New York State.
  Approximately 75% of those uninsured in New York City (1.275 million people) and 78% of those uninsured in New York State (2.262 million people) are workers
 or dependents of a worker without health care.
  Moreover, more than a quarter of New York City’s 3.6 million workers (972,000 people) and 19% of New York State’s 9 million workers (1.71 million people) do not have health insurance.
  Unfortunately, low -income workers are most likely to be uninsured in New York State.
  Specifically, 52% of uninsured workers in New York State (889,200 people) are defined as low-income workers.
  

Workers in small businesses are most likely to be uninsured in New York State.  In fact, 66% percent of workers without health insurance work in businesses with fewer than 100 employees (1.13 million people).
  Moreover, 54% of uninsured workers (923,400 people) in New York State work at businesses with less than 25 employees.  Unfortunately, the United Hospital Fund report’s survey methodology did not provide significant findings from which to extrapolate New York City specific findings for small businesses offering health care.  However, Fred Barber, the Director of the LIA Health Alliance which provides health care for small businesses in New York City and on Long Island estimates that as many as one million workers in small business lack health insurance in New York City.
  This estimate is close to Congressman Anthony Weiner’s statement that approximately 850,000 New York City workers in small businesses lack health care.
  These figures are higher than numbers cited in 1998 for small businesses workers without health care.  At that time, a newspaper article reported that 1.8 million people lacked health care in New York City and about 500,000 people who work for small businesses were uninsured.
  The Committees hope to learn more about changing patterns in health coverage in New York City’s small business community at today’s hearing.

Living without health insurance results in a myriad of negative impacts on one’s current and long-term health.  These impacts result in a situation where the uninsured:

· Are less likely to have a usual source of care outside the emergency room.

· Often go without screenings and preventive care. Often delay or forgo needed medical care

· Are often subject to avoidable hospital stays

· Are sicker and die earlier than those who have insurance

· Are subject to medical care that is more costly than that provided for insured Americans

Furthermore, this delay in obtaining medical attention for preventable and treatable illnesses has the unfortunate consequence of a sicker and less productive workforce.

Today the Committees will hear testimony regarding the options available for uninsured small business owners, their employees and the self-employed, including sole proprietors and independent workers.  For example, with the assistance of chambers of commerce and independent trade associations, there are opportunities to gain health insurance at more affordable group rates than those available to individuals.  Such options, however, do not necessarily allow for greater insurance affordability and availability due to issues surrounding guaranteed access to stop loss funds, effective outreach to small businesses with low-income employees, the availability of grant funds to subsidize premiums, the risks associated with insuring the self-employed, the ability of less expensive health insurance plans to become self-sufficient, income thresholds for eligibility and the reliance on any premium co-payments by those who may not be able to afford them.

While employers have the option to offer health insurance to their employees, the high cost of such insurance is prohibitive for many small businesses who struggle to keep above the profit margin.  Limited resources make it difficult for small businesses to add the cost of health insurance to the already high cost of doing business.  Individual small businesses set different priorities regarding these competing costs and may conclude that they cannot afford to offer health insurance to their employees. 

Existing State and City Programs

Healthy NY

New York State’s major initiative in dealing with uninsured workers is called “Healthy NY.”   Its stated aim is to encourage small business employers to offer health insurance to their employees, dependents, and other qualified individuals.  The plan is also available to uninsured individuals and sole proprietors.  In order to be eligible for the plan, a small business must be located within New York State, have fifty or fewer employees, and 30% of its employees must have a salary of $34,000 or less.
  The $34,000 figure is adjusted annually for inflation.  In addition, the employer must not have provided health care to its employees within the twelve months prior to enrolling in the plan.
 

Once enrolled in Healthy NY, the employer must contribute at least 50% of the premium
, offer the plan to all employees who work at least 20 hours per week and earn $34,000 or less, and assure that 50% of the eligible employees will participate in the program and at least one participant earns annual wages of $34,000* or less.
  

Healthy NY works by providing a benefit package, which covers inpatient and outpatient hospital services, physician services, maternity care, preventive services, x-ray, and emergency services.  Participants also have an option of choosing a package that has a limited prescription drug benefit.
 The program creates standardized insurance benefit packages that are offered by every HMO in the state and are made more affordable through State sponsorship. The HMOs in turn offer the package to eligible businesses and individuals. 

Brooklyn Health Works

A local initiative recently launched is called “Brooklyn HealthWorks.”  The program is the creation of the Brooklyn Chamber of Commerce and aims to provide small businesses with affordable health care in a manner not so different from the Healthy NY program.  The Chamber’s ability to create such an initiative is found in the New York State Insurance Law, which establishes rules for group accident and health insurance.
  The law allows insurers to issue community rated health insurance policies to certain associations enumerated in the law, including he various Chambers of Commerce.  The major caveat is that Brooklyn HealthWorks is only available to small businesses located within the Borough of Brooklyn.

Similarly to Healthy NY, the businesses eligible to take part in the program must have fifty or fewer employees of which 30% earn a salary of $34,000 or less per year.  The program networks through GHI health insurance, which has a total of 72,000 providers in the Tri-State area.
  The eligible businesses, through GHI then provide insurance at a reduced rate.
 Currently, 173 Brooklyn companies participate in the plan, with 752 individuals (both individual employees and their families) actually enrolled.  Unlike Healthy NY, Brooklyn Health Works does not mandate that employers contribute a specified percentage of the premium.  According to the Chamber, 95% of the participating employers pay 100% of the premiums, while 97% pay at least 75% an employee’s premiums.  Another additional benefit of this program when compared to Healthy NY is that it offers home health care and substance abuse treatment, while Healthy NY does not.

Health Pass

Health Pass is another local program which was created in 1999 by the City of New York, the New York Business Group on Health, and the health insurance industry.  It has over 30 coverage options that include leading carriers such as GHI, HIP Health Plan of New York, Health Net, Horizon Healthcare and Perfect Health.  Under the program, employees are able to take advantage of several health benefit options. There are only two requirements. The first requirement is that the businesses where the employee works has a business address in New York City, Long Island, Westchester, Rockland, Orange, Putnam or Dutchess Counties. The second is that the participating employee must work 20-40 hours a week. The plan also has a number of prescription drug options.  No fee is required to become a member.
  Flexibility is a key aspect of this program as employees are free to choose their own benefit package.

The premium rates that are paid by employees vary based on the plan and coverage level.  As of November 2005, Health Pass provided coverage that began as low as $142.31 for individual coverage or $345.36 for family coverage.  The program aims to contain traditionally volatile insurance costs by allowing employers to set a specific contribution amount.

 Related Issue: Proposal by Councilmember Yassky


One proposal by Councilman David Yassky would create a $10 Million fund in the fiscal year 2007 budget specifically devoted to providing health care for small businesses.
  The “Healthy Worker/Healthy Business” plan would set aside the money in next year’s City budget for small businesses located in Industrial Business Zones (IBZs) or Empire Zones (EZs).  The fund would subsidize health coverage, over a two-year period, for 4,845 employees and 4,529 families whose head of household works for an eligible small business. Participants in the plan would choose their health care provider and a subsidy of $516 per individual or $552 per family would be distributed in a lump sum payment to a participant’s chosen provider. During the second year, participants may extend their coverage if they continue to meet the eligibility requirements. The cost of the two-year subsidy for individuals would be $1,032 while the subsidy to families would be $1,104.  The subsidy serves two important purposes.  Firstly, small businesses owners in IBZs or EZs that do not provide coverage for their employees would now have an incentive to provide coverage for workers. Secondly, employers that do provide coverage would have an incentive to increase coverage levels, thereby making employment with their firm more appealing to its current and prospective employees.  This subsidy would help to offset the cost of the already discounted health care premium rates offered under Brooklyn Health Pass or another plan.

Analysis of Existing Programs

According to a 2003 report on the Healthy NY Program by the Lewin Group, 89 percent of all enrollees (which includes formerly uninsured individuals and employees of small businesses) were satisfied with the program.  The biggest complaint had to do with the program not including additional benefits such as dental or vision care.
  The percentage of total enrollees in the program that are small businesses only constitute 21%.  According to the report, that number has only been increasing at slight rate.  Of other programs available to small business employers, the major reason cited as to why Healthy NY was chosen was because of its low cost, which was an average of 27% less than other comparable plans.  The survey conducted by the Lewin Group also revealed that 87% of employers were satisfied with the program and believed that it had met their expectations.  Of those who were not pleased with Healthy NY, many were former enrollees who opted out because they believed the coverage was not comprehensive.


The main issues surrounding Healthy NY include its current inability to provide for comprehensive benefits such as vision and dental care as well as its current eligibility requirements.  Small businesses need to be able to offer comprehensive coverage that will put the benefits that they offer employees on par with those offered by the private sector and the government.  Those other entities’ benefits usually include full vision and dental care.  Though the program has met with success, many businesses are still unable to provide comprehensive insurance.  This may be due to the current eligibility requirements that currently limit enrollment to companies that have no more than 50 employees.  The established criteria for determining what constitutes a small business, usually includes the number of employees within a range of 100 to 500 personnel.  There are many more small firms out there that have more than 50 employees who would be greatly benefited by being allowed to participate in the program.  Perhaps this requirement can be reexamined and developed into a more flexible number or range of numbers that will allow more small businesses to be eligible.


In the case of Health Pass, the program could be helped in strengthening its self sufficiency while making insurance more affordable for employees are by adding new health plan(s) to HealthPass that utilize mechanisms to yield lower premiums and by creating a City campaign to coordinate public and private health coverage.   For a brief period under the Guiliani administration there was an outreach campaign called "Health Stat" that sought to match the uninsured with both public and private programs.  HealthPass, small businesses, and individuals could be helped by the creation of a new outreach campaign that would direct both business and individuals to appropriate health insurance plans.


Regarding Brooklyn HealthWorks, last year, the Brooklyn Chamber of Commerce was able to secure a $335,000 grant from the federal government, which allowed an increase in the amount of health care that could be subsidized for the small Brooklyn companies.  The federal grant however, recently expired and as a result, enrollments in the program have currently.  This program has proven popular among its participants, but will need additional funding to replace the lost federal grant in order to ensure its viability.

CONCLUSION


While it is apparent that there is no lack of available options for small employers to provide health insurance for their employees, it is also apparent that there is more that can be done to improve the accessibility of these health care initiatives.  The possibility exists where the eligibility requirements can be altered to be more inclusive of more small businesses, where funding can increase, and where creative new ideas can fill the remaining voids that traditional programs cannot.

Healthy Worker/Healthy Business Plan

The Healthy Worker/Healthy Business plan would set aside $10,000,000 in next year’s City budget to help small businesses located in an Industrial Business Zones (IBZs) or Empire Zones (EZs) to provide health care coverage. Specifically, the $10,000,000 would be used to subsidize health care for 9,690 individual employees and 9,058 families whose head of household works for an eligible small business that is located in an IBZ or EZ. The subsidy of $516 per individual or $552 per family would be distributed to a health care provider of the participant’s choosing. 

The rationale behind the subsidy is two-fold. Firstly, small businesses owners in IBZs or EZs that do not already have health care would have an incentive to provide coverage for workers. Secondly, employers that provide coverage would have an incentive to increase coverage levels. 

This subsidy would offset the cost of already discounted health care premium rates offered by Health Pass, Brooklyn HealthWorks or another plan. Health Pass will be used in our example.

The Health Pass program was created in December 1999 by the New York Business Group on Health, the City of New York and the health insurance industry. Health Pass has over 30 different health care coverage options with five leading health care insurance carriers, which include GHI; Health Net; HIP Health Plan of New York; Horizon Healthcare and PerfectHealth. 

Under Health Pass, employees can take advantage of several health benefit options. There is no membership fee and there are only two requirements. The first requirement is that the businesses where the employee works has a business address in New York City, Long Island, Westchester, Rockland, Orange, Putnam or Dutchess Counties. The second requirement is that the participating employee must work 20-40 hours a week. There are three prescription drug options.

The premium rates that are paid by employees vary based on the plan and coverage level (for more, please contact the Health Pass program administrator). As of November 2005, Health Pass provided coverage that began as low as $142.31 for individual coverage or $345.36 for family coverage. The savings that could be realized by through Healthy Worker/Healthy Business are:

Table 1: Individual Health Care Premium Rate Comparison, by month and year

	2005 Monthly Rates, Unless Stated Otherwise
	Health Pass
	Free Lancers Union
	Brooklyn HealthWorks, Highest Rate
	Brooklyn HealthWorks, Lowest Rate
	Healthy New York, BK Highest Rate
	Healthy New York, BK Lowest Rate

	Individual
	142.31

	185.78

	168.59

	156.94

	225.79

	160.21


	Yearly Rate
	1707.72
	2229.36
	2023.08
	1883.28
	2709.48
	1922.52


Table 2: Family Health Care Premium Rate Comparison, by month and year

	2005 Monthly Rates, Unless Stated Otherwise
	Health Pass
	Free Lancers Union
	Brooklyn HealthWorks, Highest Rate
	Brooklyn HealthWorks, Lowest Rate
	Healthy New York, BK Highest Rate
	Healthy New York, BK Lowest Rate

	Family
	345.36

	567.73

	497.33

	462.96

	690.68

	472.62


	Yearly Rate
	4144.32
	6812.76
	5967.96
	5555.52
	8288.16
	5671.44


Table 3: Individual Health Care Premium Rate Comparison with Subsidy, by year

	2005 Yearly Rates, Unless Stated Otherwise
	Health Pass
	Free Lancers Union
	Brooklyn HealthWorks, Highest Rate
	Brooklyn HealthWorks, Lowest Rate
	Healthy New York, BK Highest Rate
	Healthy New York, BK Lowest Rate

	Yearly Rate
	1707.72
	2229.36
	2023.08
	1883.28
	2709.48
	1922.52

	Net Savings with subsidy, per person
	516
	516
	516
	516
	516
	516

	Net Expense
	1191.72
	1713.36
	1507.08
	1367.28
	2193.48
	1406.52


Table 4: Family Health Care Premium Rate Comparison with Subsidy, by year

	2005 Yearly Rates, Unless Stated Otherwise
	Health Pass
	Free Lancers Union
	Brooklyn HealthWorks, Highest Rate
	Brooklyn HealthWorks, Lowest Rate
	Healthy New York, BK Highest Rate
	Healthy New York, BK Lowest Rate

	Yearly Rate
	4144.32
	6812.76
	5967.96
	5555.52
	8288.16
	5671.44

	Net Savings with subsidy, per family
	552
	552
	552
	552
	552
	552

	Net Expense
	3592.32
	6260.76
	5415.96
	5003.52
	7736.16
	5119.44











� United Hospital Fund.  Health Insurance Coverage in New York, 2002-2003.  Prepared by the Urban Institute and the United Hospital Fund.  October 2005.  Page 39


� Ibid, at page 39


�  The percentage of people with employer-sponsored health care remained at 47% of the total workforce due to an increase in the size of the New York City population.


� United Hospital Fund.  Health Insurance Coverage in New York, 2002-2003.  Prepared by the Urban Institute and the United Hospital Fund.  October 2005. Page 39


� Ibid, at page 31.


� According to the United Hospital Fund report, workers include persons aged 19-64 who work full- or part –time, including self-employed workers.  Dependents include nonworking spouses, children aged 0-18, and students aged 19-22.  


� United Hospital Fund.  Health Insurance Coverage in New York, 2002-2003.  Prepared by the Urban Institute and the United Hospital Fund.  October 2005. Page 31


� Ibid., at page 32


� Ibid., at page 33


� Low-income is defined as no greater than 200% of the federal poverty level (FPL).  For 2002 and 2003, the United Hospital Fund study years, 200% of the FPL was $18,718 in 2002 and $19,146 in 2003.   


� United Hospital Fund.  Health Insurance Coverage in New York, 2002-2003.  Prepared by the Urban Institute and the United Hospital Fund.  October 2005. Page 34


� Telephone conversation between Neal Kronley, Policy Analyst to the Committee on Small Business, and Fred Barber, Director, LIA Health Alliance.  March 23, 2006.  


� Robin Shulman.  Weiner Offers His Proposal for Cheaper Health Insurance.  The New York Times August 28, 2005.  Section 1, Column 5, Metropolitan Desk; page 25.  


� Ian Fisher.  Mayor Plans System to Help Small Firms Insure Workers.  The New York Times January 10, 1998.  Section B; Page 5; Column 5; Metropolitan Desk.  


� Families USA, Going Without Health Insurance: Nearly One in Three Non-Elderly Americans, March 10, 2003.


� See Healthy NY Website


� HYPERLINK "http://www.ins.state.ny.us/website2/hny/english/hnyecsm.htm" ��http://www.ins.state.ny.us/website2/hny/english/hnyecsm.htm�.


Accessed March 15, 2006.


� A small employer is considered to have provided health insurance if the employer has BOTH arranged for and contributed more than $50 (or $75 if the business is located in the Bronx, Kings, Nassau, New York, Orange, Putnam, Queens, Richmond, Rockland, Suffolk, and Westchester counties) per employee per month toward health insurance. Id.


� According to the 2003 Report on the Healthy NY Program by the Lewin Group, “Premiums for Healthy NY are community-rated with separate rates for individual, two-person, parent and child, and family enrollees. Premiums do not vary among the three enrollment categories – small employer, sole proprietor, and working individual – but may vary by county and by HMO.  Premium rates are required to reflect the stop-loss mechanism in Healthy NY which is designed to result in more affordable premium levels for the Program. Under the stoploss feature, plans are eligible to receive reimbursement for 90 percent of the claims paid between $5,000 and $75,000 on behalf of any given member in a calendar year.”





� A small employer may count employees who have health insurance coverage through another source, such as a spouse or another government program, towards the 50% participation requirement for Healthy NY.  Id.


� See Healthy NY Benefit Package website 


� HYPERLINK "http://www.ins.state.ny.us/website2/hny/english/hnybp.htm" ��http://www.ins.state.ny.us/website2/hny/english/hnybp.htm� 


Accessed March 15, 2006.


� Article 42, §4235.


� See Brooklyn Health Works website 


� HYPERLINK "http://www.ibrooklyn.com/site/chamberdirect/brooklyn_healthworks" ��http://www.ibrooklyn.com/site/chamberdirect/brooklyn_healthworks� 


Accessed March 15, 2006.


� Errol Lewis. Idea Whose Time Has Come. The New York Daily News February 28, 2006.  “”Eligible businesses get connected with insurer GHI at a subsidized rate of $177 per month for each worker – cheap enough to provide insurance for a year.


� See generally Health Pass website


� HYPERLINK "http://www3.healthpass.com/hp_customer/about/index.asp" ��http://www3.healthpass.com/hp_customer/about/index.asp� 


Accessed March 17, 2006.


� ID “When each employee has the freedom and flexibility to select the insurance plan, benefit options and provider network they desire, it often results in greater employee satisfaction. Because employees make an individual decision about their healthcare coverage, the employer is not responsible for forcing them into plans and providers that do not meet their needs.”


� Id “. . . HealthPass helps ease the uncertainty of rising healthcare costs by allowing an employer to base the employer contribution on a set dollar amount or on a specific plan. The result is, the employer establishes a fixed benefit budget while employees have the flexibility to individually select the benefit option and provider network they want. If there's a difference between the employer contribution and the total premium, it's paid through payroll deduction.” 


� See attachment “Healthy Worker/Healthy Business Plan.”


� Id P 37.


� Id P





� Horizon HAS Compatible Plan 1.


� HIP Select EPO #1.


� Brooklyn Healthworks Small Group Max Plan.


� Brooklyn HealthWorks Small Group Total Plan. 


� HealthNet, Inc. Formally Physicians Health Services of New York, Inc.


� GHI Healthy New York EPO.


� Horizon HAS Compatible Plan 1.


� HIP Select EPO #1.


� Brooklyn Healthworks Small Group Max Plan.


� Brooklyn HealthWorks Small Group Total Plan.


� HIP Health Plan of New York, Inc.


� GHI Healthy New York EPO. 
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