
















Impact on Small Business Employees 
 
These high costs have taken a toll on small 
business employees' health coverage.  As 
rising and unpredictable costs weigh down 
small businesses’ balance sheets, providing 
coverage becomes more difficult and places 
owners in a painful quandary.  They can 
stop offering insurance and face difficulty in 
competing for top talent, or they can cover 
their employees, and hope their business’ 
growth outraces the rising cost of benefits.  
Over time, as more and more small business 
owners face this tough choice, fewer and 
fewer small business employees receive 
coverage.  Today, 26 million of America’s 
46 million uninsured are small business 
owners, employees, and their dependents.7

 

  
 

Impact on Jobs and the Economy 

 
Small businesses are the backbone of 
communities across America, and when 
these businesses have to cut jobs, the 
economic health of their communities takes 
a turn for the worse. One study estimates 
that 79% of all new jobs created in this 

country are created by small businesses, 
with 80% of those jobs created by the 
smallest businesses – those with under 
twenty employees.8  In urban centers, small 
businesses are the greatest source of new 
employment, comprising more than 99% of 
establishments and 80% of new jobs.9  
 
But high health care costs are eating into 
profits, and threatening the future of 
America’s small businesses. In 2009 small 
businesses are estimated to lose $700 
million in profits due to rising health care 
costs. By 2018, these losses are expected to 
reach $11.9 billion.10 Small businesses 
cannot be successful if these costs continue 
to choke off their profits.  
 
The consequences of this phenomena are not 
limited to the businesses themselves. The 
high cost of health care will also dampen 
economic consumption by depressing the 
wages of small business employees. If 
current trends continue, annual wages in 
2009 for all small business employees are 
expected to fall by $12 billion. By 2018 
those wages will fall by $172 billion.11 Over 
the ten year period from 2009-2018, small 
business wages will be reduced by $834 
billion due to high healthcare costs.12

Without reform, the small business sector, 
America's job creation engine, will stall and 
the consequences will be serious. Without 
reform, small businesses will have to cut 
178,000 jobs by 2018.

  
 

13 Unemployment will 
continue to grow, and the overall health of 
our economy will get worse, unless the 
health care system is reformed.  

 
 
 
 
 
 

I've had to take a second job to help 
cover expenses in this faltering economy. 
Our insurance is almost as costly as our 
business' rent. I should be working on 
expanding and improving my business, 
hiring more staff, etc. Having to work 
another job and trying to cover health 
care costs prevents this opportunity for 
growth.  
-Trading Company, Tallahassee, FL 
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My costs have risen an average of 11% 
each year for the past five years. It has 
become more difficult to afford health care 
each year. 
 -Counseling Service-Winston-Salem, NC 

Discussion of Survey Results 
 

High Cost and Unpredictability of Costs 
Discourage Coverage- 

 
When you speak to business owners who do 
not offer coverage, a pattern emerges.  Of 
those not currently offering health insurance 
to their employees, 78% desire to offer 
coverage.  But of those who desire to do so, 
80% state that affordability of that coverage 
prevents them from doing so. Another 
barrier often cited in the survey was the 
predictability of costs.  Furthermore, 70% of 
those who do offer insurance complained 
that their costs varied somewhat or a lot, 
regardless of the size of the small business. 
 
 
 
 

 

 

Small Businesses Coverage Decisions are 
Driven by Business Needs, not Altruism 

 
The decision not to offer coverage is rarely 
miserly behavior from a greedy employer, 
but often born of necessity – indeed, when 
the only employee was the owner only 27% 
offered coverage, meaning that many self-
employed entrepreneurs go uninsured. 
 
For the most part, those who chose coverage 
indicated that their choice to do so wasn't 
altruistic – it was motivated by good 
business sense.  55% cited attracting and 
retaining good employees as a primary 
reason for offering coverage, while 27% of 
owners were motivated to cover their 
employees because of “increased employee 
productivity.”  
 

 
The Smallest Businesses Have the 

Hardest Time Affording Health Care 
Of the small businesses surveyed, only 29% 
offered coverage to their employees. But, in 
general, the smaller the business, the less 
likely it offers insurance to its employees.  
For example, of the businesses with twenty-
five or more employees surveyed, 73% 
offered insurance. Only 25% of businesses 
with five or fewer employees can afford 
insurance. This finding is consistent with 
findings of broader studies performed by the 
Kaiser Family Foundation.14 
 
But that doesn't mean these businesses are 
blind to the business disadvantages of that 
choice. 
 
In fact, for many small businesses, 
particularly in their early months and years, 
the only employee is the owner.  In this 
case, the squeeze of rising costs gets even 
tighter: 
 

Our employees are the life blood of our 
business and it's important for them to 
have access to health care at an 
affordable cost.  Every year, that 
becomes more difficult with the ever 
increasing cost of health insurance. 
-Bagel Shop, Concord NH 
 

Our four long term employees are 
seeking to leave our cafe because the lack 
of health coverage-some of them have 
reported to work in spite of chronic, 
uncared-for illnesses for months. 
-Cafe, Washington, DC 
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When I wanted to insure my employees, 
they gave us so many options, I was like, 
you got to be kidding me.  Besides that, it 
was expensive...they gave us so many 
options, you get this, you don't get 
covered for this.... 
Health care is absolutely crazy! There's 
no question about it. I don't have a story 
about refused coverage or something but, 
if people need to go, they should be able 
to go without all the complication and 
expensive bills.   
-Carpet Cleaners- Miami area, FL 

 
 

Insurance Company Red Tape adds to 
Frustrations with Health Care 

 
Small business owners' frustration with costs 
is exacerbated by the difficult-to-navigate 
insurance market.  17% of the businesses 
that do not offer insurance attributed their 
decision, at least in part, to the 
complications and red tape that go with 
purchasing insurance. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Small Business Owners Feel That Their 
Voice Is Not Heard 

 
Disturbingly, only 24% of those surveyed 
felt that their interests as small business 
owners are being addressed in the current 
debate in Washington. This reinforces the 
importance of surveys and stories like those 
contained in this report. And perhaps more 
importantly, it suggests that researchers and 
policy-makers would benefit from further 
dialogue with and investigation of views 
within this pivotal constituency. 
 
Benefits of Health Reform for the Small 

Business Sector: 
 
Given the importance of rising costs and 
affordability revealed in our survey, one key 
test of health reform is whether it offers a 
better health care deal for American small 
businesses. If not, the rising cost of health 
care will cause the engine of innovation and 
job creation that is American small business 
to stall.  
 
 Fortunately, successful reform could yield 
substantial benefits for small businesses and 
the country as a whole. As noted earlier in 
the report, recent analysis from MIT 
Professor Jonathan Gruber predicted that 
staying on today’s path of cost increases 
could lead to the loss of 178,000 jobs and 
$844 billion in wages in the small business 
sector alone.  But Professor Gruber also 
found that health reform like those under 
consideration today could reduce the job 
losses attributable to higher health costs by 
72%.15   That means 128,000 American jobs 
saved by strong health reform. Through 
health care reform we can also help alleviate 
reductions in wages, and the consequent 
reduction in demand, due to high costs. by 
as much as 36%.16  

 

Health care premiums are rising, year 
after year. It's becoming increasingly 
difficult to afford the premiums for my 
family as well as all the doctor fees and 
deductible fees we have to pay.  Every 
year we have to increase the deductible 
levels just so we can afford the 
premiums....  It's a vicious circle. It will 
get to a point where we won't be able to 
afford health care at all.  
-Jeweler-Arlington, VA 
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Key Recommendations 
 
To achieve these benefits, the details of 
health reform matter. Policy-makers must 
enact reform with the needs of small 
businesses in mind.  The following are U.S. 
PIRG’s recommendations for making health 
care work for America’s small businesses.  
 

State or National Insurance Pools to 
Enhance Bargaining Power 

 
Small businesses deserve access to the same 
deals available to bigger employee pools.  
The proposals to create an exchange with a 
state or national buying pool open to all 
small businesses are examples of just such 
an approach. 
 
Reform of Insurance Rating Practices to 

Increase Cost Predictability 
 

Whether within an exchange or across the 
board, a ban on issuing, renewal, or pricing 
of insurance policies based on medical 
histories of enrollees will increase cost 
predictability for small business owners. It 
would prevent one sick employee from 

exploding a small business' health care 
costs. 
 

Tax Credits for Small Businesses Who 
Offer Coverage 

 
Investing in tax credits to small business 
owners could bridge the gap of affordability 
for many small employers. 
 

Bring Down System Costs 
 

The four recommendations above will be of 
some help to small businesses dealing with a 
today's already costly system.  But they will 
prove ultimately unsustainable, unless our 
nation reduces the rate of growth in overall 
health care spending.  To that end, U.S. 
PIRG has called for a range of reforms to 
make health care more affordable, by 
squeezing wasteful spending out of our 
health care system, ensuring that more 
Americans get the basic preventive and 
primary care needed to avoid expensive ER 
visits or hospital stays, shifting incentives to 
reward more effective medical care, and 
increasing choice and competition in the 

Yes
24%

No
76%

Are the Interests of Small 
Businesses Being Recognized in the 

Health Care Debate?
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health insurance market through offering a 
public insurance option that would compete 

on a level playing field with private plans. 

 
Conclusion 

 
The stories and surveys produced by U.S. 
PIRG's researchers describe high costs, 
unpredictable price increases, and hassles 
with insurance companies.  Without reform, 
the studies in this report project that there 
will be no end in sight for these experiences.  
On the other hand, research also suggests 

that lowering health care costs can pay real 
dividends, not just for small businesses and 
entrepreneurs, but for the entire economy.  It 
remains for policy makers to choose the 
future they want for American’s small 
businesses, and for our country as a whole. 
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Name: Omar Abu-Nie 
Business Name: Shufat Market 
Location: San Francisco, California 
 
Health Care is important to my family and I. It is one of the most important expenses I have and 
I make sure it’s on my priority list in the bills I pay. I never miss a bill because it’s very 
important to protect myself and them. Health care is like a shield for myself and my employees 
and I want to make sure I take care of everybody involved in my business while at work. Health 
care expenses are very high that having insurance/plan is important to my business to keep me 
happy as well as my employees. 
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Q7: Have your costs gone up over the past 
year?

Q8: How predictable from year to year are 
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Q9: Have you changed insurers in the past 
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