
2013 was another year for employer’s focusing 
on compliance with an eye toward 2014 as 
the next momentous year of change. Most 
employers spent time making benefit design 
decisions to balance compliance with ACA 
“affordability” requirements and controlling 
the total cost of the plan. Although generally 
seen as a relief to employers, the delay of the 
employer mandate-related reporting require-
ments and penalties issued in July, was too 
late for many that had already finalized plan 
design and contribution strategies for 2014.

Other health reform developments also put 
pressure on the costs of employer-sponsored 
health plan coverage, for example:

•	 	Tennessee’s	 decision	 NOT	 to	 expand	
Medicaid eligibility resulted in more Tennes-
seans being eligible for subsidies on the 
exchange since TennCare coverage was not 
an option. Employers with many low-wage 
workers were faced with the issue of having 
to limit employee premiums to 9.5% or less 
to avoid a penalty, which could increase the 
cost of the employer contribution. 

•	 	The	individual	mandate	is	likely	to	increase	
enrollment in employer-sponsored health 
plans. According to Mercer, on average, 
22% of eligible employees waive coverage 
for themselves because they receive 
coverage elsewhere or they forgo coverage 
completely. With the individual mandate, 
fewer employees will waive coverage and 
many of those newly covered will elect 
dependent coverage, both of which will 
increase employer health plan costs.

•	 	Extension	 of	 coverage	 to	 all	 employees	
working 30 or more hours per week 
will also increase enrollment. Mercer 
estimates that about 32% of all employers 
with 500+ employees will see increased 
coverage under this rule. Almost half of 
the wholesale/retail organizations will see 
increased coverage.

Mercer found that the majority of large 
employers anticipate a 3.5% increase in costs, 
on average, associated with the new fees and 
higher enrollment numbers. This increase is on 
top of normal annual increases.

What changes did employers make to comply with the employer 
mandate that they thought would be effective in 2014?

Increasing use of account-based, high deductible health plans. As predicted, more employers offered 
account-based, high-deductible plans to meet both the ACA’s affordability requirements AND keep 
total plan costs under control. According to Mercer, these plans can cost 17-20% less than a 
traditional PPO or HMO respectively.

These plans are also a way to avoid the 40% excise tax effective in 2018. With about 33% of large 
employers being at risk now to pay that excise tax, we are likely to see even more growth in these 
plans. Mercer found that approximately 66% of large employers and 33% of small employers plan 
to offer these plans within three years.

Making eligibility changes that are still allowed under ACA. Some employers (about 16% of large 
employers according to Mercer) are not providing coverage to spouses that have other coverage 
available (remember the uproar over UPS’s decision?) or at least implementing a surcharge or special 
provisions for spouses. Another strategy is to eliminate coverage for part-time employees working 
less than 30-hours, with Wegman’s grocery store chain being the most visible example when they 
decided to drop insurance for employees working 20-29 hours. We may see more employers 
adopt these strategies once the impact of increased enrollment and coverage is evident.

Implementing surcharges. 48% of very large employers (20,000+ employees) now have an incentive 
for employees not to use tobacco. Expect to see more employers do the same as it becomes more 
acceptable, especially since plans on the health insurance exchange have moved in this direction. 
Deloitte reports that overall, about 49% of the employers in their survey have increased premiums 
or implemented surcharges for unhealthy lifestyles. 

Expanding health management and wellness programs. Mercer found that 52% of large employers 
now offer financial incentives to increase participation in these programs, which is a 29% increase 
in just 2 years. They also found that more employers are now providing incentives for actually 
achieving outcomes (up 2% to 20% in 2013). Deloitte found that over one in three employers are 
now including family members in these programs (note: results are from a small sample size and 
are, therefore, directional only).

Given all the changes they have had to make, how do 
employers feel about health reform?

As I studied the results of the Deloitte employer survey, I was surprised to find that among employers 
with 1,000+ employees, approximately half believe that health reform was a good start in reforming 
the health system. 

I was pleased to see that these same employers realize that aligning payment with outcomes, 
price transparency, and increased use of HIT are among the top health care system improvement 
strategies. All three of these strategies are incorporated into the ACA. 

Perhaps these findings show that some employers are taking the long view and are at least hoping 
that the changes required or facilitated by health reform will, in the end, have a 
positive impact on the health system, including health benefits and coverage. 
That said, I imagine not all employers feel this way!

Data from the Mercer National Survey of 
Employer-Sponsored Health plans completed in 
the late summer 2013 and the Deloitte Center for 
Health Solutions’ 2013 Survey of U. S. Employers 
completed in July 2013 were used in this article. 
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