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Small businesses are the backbone of our economy, but high health care costs and declining 
coverage have hindered small business owners and their employees. Over the past decade, average 
annual family premiums for workers at small firms increased by 123 percent, from $5,700 in 
1999 to $12,700 in 2009, while the percentage of small firms offering coverage fell from 65 to 59 
percent. The Affordable Care Act will provide enormous benefits to the millions of small business 
owners and the tens of millions of small business employees by expanding coverage options, 
increasing purchasing power, lowering costs and giving consumers, not insurance companies, 
control over their own health care.

No Employer Mandate, Exempts Small 
Firms from Employer Responsibility 
Requirement

The Affordable Care Act does not include an employer 
mandate. In 2014, as a matter of fairness, the Affordable 
Care Act requires large employers to pay a shared 
responsibility fee only if they don’t provide affordable 
coverage and taxpayers are supporting the cost of health 
insurance for their workers through premium tax credits 
for middle to low income families.

•  The law specifically exempts all firms that have fewer 
than 50 employees – 96 percent of all firms in the United 
States or 5.8 million out of 6 million total firms – from 
any employer responsibility requirements. These 5.8 
million firms employ nearly 34 million workers. More 
than 96 percent of firms with 50 or more employees 
already offer health insurance to their workers. Less 
than 0.2 percent of all firms (about 10,000 out of 6 
million) may face employer responsibility requirements. 
Many firms that do not currently offer coverage will be 
more likely to do so because of lower premiums and 
wider choices in the Exchange.

>  For more information, please visit: 
www.healthreform.gov/about/answers.html.

Small Business Health Care Affordability 
Tax Credits

Under the Affordable Care Act, an estimated 4 million 
small businesses nationwide could qualify for a small 

business tax credit this year, which will provide a total of 
$40 billion in relief for small firms over the next 10 years.

•  Small employers with fewer than 25 full-time 
equivalent employees and average annual wages of 
less than $50,000 that purchase health insurance for 
employees are eligible for the tax credit. The maxi-
mum credit will be available to employers with 10 or 
fewer full-time equivalent employees and average 
annual wages of less than $25,000. To be eligible for 
a tax credit, the employer must contribute at least 50 
percent of the total premium cost.

•  Businesses that receive state health care tax credits 
may also qualify for the federal tax credit. Dental and 
vision care qualify for the credit as well.

•  For 2010 through 2013, eligible employers will receive 
a small business credit for up to 35 percent of their 
contribution toward the employee’s health insurance 
premium. Tax-exempt small businesses meeting the 
above requirements are eligible for tax credits of up to 
25 percent of their contribution.

•  For 2014 and beyond, small employers who purchase 
coverage through the new Health Insurance Exchanges 
can receive a tax credit for two years of up to 50 percent 
of their contribution. Tax-exempt small businesses 
meeting the above requirements are eligible for tax 
credits of up to 35 percent of their contribution.

>  For more information on tax credits, please visit: 
www.irs.gov/newsroom/article/0,,id=223666,00.html.
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Better Information on Affordable Health 
Care Options

In July 2010, the Department of Health and Human 
Services will establish a new consumer website with easy 
to understand information about affordable and compre-
hensive coverage choices. The website will also provide 
information to small businesses about available health 
coverage options, including information on reinsurance 
for early retirees, small business tax credits, and how to 
shop for insurance in the Exchanges that will increase the 
purchasing power of small businesses.

Administrative Simplification

The Affordable Care Act accelerates adoption of standard 
“operating rules” for health insurance plan administration. 
Operating rules are the business rules and guidelines 
for electronic transactions with health insurance plans, 
and the current non-standard environment is a source 
of waste, unnecessary cost, and frustration for small 
business owners and others. Under administrative 
simplification, there will be one format and one set of 
codes for claims, remittance advice, service authorization, 
eligibility verification, and claims status inquiry.

By establishing uniform operating rules, the Affordable 
Care Act ensures that small businesses, health plans, 
physicians, hospitals, and patients are all speaking the 
same language. Benefits include:

• Improved coordination of care for the patient

• Increased payment accuracy and timeliness

•  Reduced administrative cost and hassle factor for small 
businesses

• Payment transparency

The Affordable Care Act requires standard operating rules 
for eligibility and claims status to be adopted by July1, 
2011 and fully implemented by January 1, 2013.

Increases Quality, Affordable Options for 
Small Businesses

Currently, small businesses face not only premiums that 
are 18 percent higher than large businesses pay, but also 
face higher administrative costs to set up and maintain a 
health plan. The premiums they pay have up to three times 
as much administrative cost built into them as plans in 
the large group market. They are also at a disadvantage in 
negotiating with insurance companies because they lack 
bargaining power. The Affordable Care Act will change this 
dynamic. Starting in 2014, small businesses with up to 100 
employees will have access to state-based Small Business 
Health Options Program (SHOP) Exchanges, which will 
expand their purchasing power. The Congressional Budget 
Office (CBO) stated that the Exchanges will reduce costs 
and increase competitive pressure on insurers, driving 
down premiums by up to 4 percent for small businesses.

•  These Exchanges would include web portals that 
provide standardized, easy-to-understand information 
that make comparing and purchasing health care 
coverage easier for small business employees, and 
reduce the administrative hassle that small businesses 
currently face in offering plans.

•  Starting in 2017, the Affordable Care Act also provides 
states flexibility to allow businesses with more than 100 
employees to purchase coverage in the SHOP Exchange.

•  If businesses don’t offer coverage, workers at small 
firms and their families would be eligible for their own 
tax credits to purchase coverage through the Exchange.

•  The Affordable Care Act streamlines health plans to 
keep premiums lower by instituting a premium rate 
review process and setting standards for how much 
insurance companies can spend on administrative 
costs, also known as the medical loss ratio. 

>  To learn more, visit: 
www.healthreform.gov/newsroom/naicletter.html.

 FOR MORE INFORMATION GO TO:  WhItehoUSe.GoV/healthreform      2

health reform for Small BUSINeSSeS

The Affordable Care Act Increases Choice and Saving 
Money for Small Businesses.



Security and Stability that Promotes  
Entrepreneurship

In 2014, the Affordable Care Act ends the discriminatory 
insurance industry practices of jacking up premiums by 
up to 200 percent because an employee got sick or older, 
or because the business hired a woman. In many cases, 
women can be charged higher premiums than men, simply 
because of their gender. It will also reduce “job lock” – the 
fear of switching jobs or starting a small business due to 
concerns over losing health coverage – by guaranteeing 
access to coverage for all Americans. This will encourage 
more people to launch their own small businesses, or join 
existing small employers.

Reviews the Impact of Reform on Small 
Businesses

The Affordable Care Act requires the Government Account-
ability Office (GAO) to specifically review the impact of 
Exchanges on increasing access to affordable health care 
for small businesses to ensure that Exchanges are indeed 
making a difference for small business owners.
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