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US Small BusinessesAbandon Health Insurance Amid
Rising Costs
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For many years, employer-sponsored health insurance formed the bedrock of healthcare access for millions of
Americans. Small businesses, in particular, often viewed offering benefitsas essential for attracting and retaining

talent in competitive markets. But that commitment is eroding.

The Pivot: Small businesses are increasingly discontinuing health insurance offerings, shifting the burden
to employees or public exchanges.

The Data: Premium increases consistently outpace wage growth and inflation, making coverage

unaffordable for many small firms.

The Action: Clinicians should anticipate more patients relying on individual market plans or Medicaid,
potentially affecting continuity of care.

The American healthcare system, aready a complex patchwork of public and private payers, faces a growing challenge
as small businesses retreat from offering health insurance. This trend, driven by relentless premium increases and the
administrative complexity of managing benefits, leaves millions of employees without employer-backed coverage. For
general practitioners and specialists across Europe, understanding this shift in the US market provides context for
discussions on healthcare funding models and the societal implications of privatized insurance.

Small businesses, typically defined as firms with fewer than 50 employees, historically provided a significant portion of
private health coverage. These companies often operate on tighter marginsthan larger corporations, making them acutely
sensitive to rising costs. The decision to drop coverage is rarely made lightly; it reflects a cal culation that the financial
strain of providing benefits outweighs the competitive advantage of doing so. This creates aripple effect, pushing more
individuals onto the individual insurance market or, for those who qualify, into public programs like Medicaid, further
straining those systems.

The Numbers Behind the Retreat
The primary driver behind this exodus is cost. Health insurance premiums have consistently risen faster than both

inflation and wages for over a decade. For a small business, a 5% or 10% annual increase in premiums can translate
into thousands of dollars per employee, per year. These increases are often passed on to employees through higher
deductibles, co-pays, or alarger share of the premium, or they force the employer to cease offering coverage altogether.
The administrative burden of navigating complex insurance plans, compliance requirements, and employee enrollment
also weighs heavily on small business owners, who often lack dedicated HR departments.
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Consider the typical small business owner. They must balance rising operational costs, payroll, and taxes, all while
trying to remain competitive. When health insurance premiums become an unpredictable and rapidly escalating expense,
it forces difficult choices. Many small firms simply cannot absorb these costs without significantly impacting their
profitability or their ability to invest in growth. Thisleadsto a situation where the most vulnerable businesses, those with
the tightest budgets, are the first to drop coverage, leaving their employees in a precarious position.

The impact extends beyond just the immediate loss of coverage. Employees who |ose employer-sponsored insurance
face a daunting task. Navigating the individual health insurance marketplace, often through state or federal exchanges,
requires significant time and understanding. The plans available may have higher deductibles, narrower networks, or
different formularies than their previous employer-sponsored plans. This discontinuity can disrupt ongoing care, force
patients to change providers, or delay necessary treatments, particularly for those with chronic conditions. The shift also
places agreater financial burden directly on the employee, who must now pay the full premium, often without the benefit
of employer contributions.

But the problem is not isolated to small businesses alone. The broader healthcare system in the US struggles with cost
containment. Pharmaceutical prices, hospital charges, and physician fees continue to climb, driving up the underlying
cost of insurance. Small businesses, lacking the negotiating power of large corporations, are particularly exposed to
these increases. They often have fewer options for self-insurance or negotiating favorable rates, making them captive
to the standard market offerings, which are increasingly unaffordable. This systemic issue means that without broader
healthcare reform, the trend of small businesses abandoning coverage will likely continue.

The long-term implications are significant. A shrinking pool of employer-sponsored plans means alarger reliance on
public programs and individual markets. This could lead to increased pressure on government budgets for Medicaid
and subsidies for exchange plans. It also exacerbates health disparities, as lower-wage employees in small businesses
are disproportionately affected, potentially leading to delayed care, worse health outcomes, and increased emergency
department visitsfor preventabl e conditions. The erosion of employer-sponsored coverage represents afundamental shift
in how Americans access healthcare, moving away from amodel that once provided a stable, if imperfect, safety net for
many working families.

CLINICAL IMPLICATIONS

The ongoing retreat of US small businesses from offering health insurance presents a substantial challenge
for clinicians. Patients arriving with new insurance plans, or no insurance at all, will require careful
navigation of their benefits, or lack thereof, before treatment can even begin. This administrative burden falls
disproportionately on practice staff, but ultimately impacts patient care.

Clinicians should anticipate a growing number of patients presenting with individual market plans, which often
feature higher deductibles and more restrictive networks. This necessitates a proactive approach to discussing
out-of-pocket costs and ensuring patients understand their coverage limitations. It is no longer sufficient to
simply accept an insurance card; a deeper understanding of the patient's financial responsibility is now a
clinical imperative.

The shift also means more patients may delay or forgo necessary care due to cost concerns, leading to
more advanced disease presentations. GPs and specialists must be prepared to discuss financial assistance
programs, refer to social workers, and advocate for patients within an increasingly complex and fragmented
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system. The erosion of employer-sponsored coverage is not merely an economic trend,; it is a direct
determinant of health outcomes.

Ultimately, this trend underscores the urgent need for systemic healthcare reform in the US. Without
addressing the underlying drivers of healthcare costs, the burden will continue to shift, leaving more patients
vulnerable and clinicians grappling with the downstream consequences of an unsustainable funding model.
The current trajectory is simply not viable for long-term population health.
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