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AT A GLANCE

This Notes article examines 1996—2015 trends in self-insured health plans among private-sector establishments
offering health plans and among their covered workers, with a particular focus on 2013 to 2015, so as to assess
whether the Affordable Care Act (ACA) might have affected these trends. The data come from the Medical
Expenditure Panel Survey Insurance Component (MEPS-IC).

Here are the key findings from the Employee Benefit Research Institute (EBRI):

e The percentage of private-sector establishments offering health plans at least one of which is self-insured has
increased from 28.5 percent in 1996 to 39 percent in 2015 (36.8 percent increase).

e Between 2013 and 2015, the percentages of establishments offering health plans with at least one self-insured
plan has increased for midsized establishments from 25.3 percent to 30.1 percent (a 19 percent increase); for
small establishments from 13.3 percent to 14.2 percent (a 7 percent increase); and has decreased from
83.9 percent to 80.4 percent for large establishments (a 4 percent decrease).

¢ Similarly, the percentage of health-plan-covered workers enrolled in self-insured health plans has increased from
58.2 percent to 60 percent (a 3 percent increase) from 2013 to 2015. The largest increases in self-insured plan
coverage among covered workers have occurred in establishments with 25-99 employees and with 100-999
employees.
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Introduction

Employment-based health plans generally fall into one of two categories—fully insured plans or self-insured plans.
The key distinction is whether the employer has decided to purchase an insurance contract to cover the costs and
financial risks associated with its employee health plan, or to use its own funds, including funds that might be set
aside in a separate trust maintained by the employer (e.g., a voluntary employee beneficiary association) to cover
such costs. Employers offering self-insured plans often purchase stop-loss coverage from an insurance company to
mitigate against higher-than-budgeted expenses. Different experts may have different views about how any particular
health plan should be classified, especially when plans include a flexible spending account (FSA), health
reimbursement arrangement (HRA) or health savings account (HSA) that is funded separately from the main health
plan.

The fully insured/self-insured distinction is also important from a legal perspective. Under the federal Employee
Retirement Income Security Act of 1974 (ERISA), which provides the legal framework for the uniform provision of
health benefits by employers doing business anywhere in the country, state laws (other than insurance laws) are
generally pre-empted. This means, for example, that self-insured health plans do not have to satisfy state health
insurance laws, including state-mandated reserve, benefit, claims, premium, and other requirements, which results in
ease of administration and lower expenses. In contrast, fully insured plans are required (among other things) to cover
state-mandated benefits and pay state insurance premiums. Both fully insured and self-insured health plans may have
to comply with other federal laws applicable to such plans, such as components of the Affordable Care Act of 2010
(ACA).

Since the passage of the ACA, some commentators have speculated that an increasing number of small and midsized
employers would convert their health plans from fully insured to self-insured plans.1 The rationale has appeared to be
that several of the key ACA components—creditable coverage, affordability, essential benefits, and various taxes and
fees—would drive up the cost of health coverage, thus possibly making self-insurance (which is viewed by many as
generally less expensive than fully-insured alternatives) a more attractive option for many employers.

This EBRI Notes article examines recent trends in self-insured health plans among private-sector establishments and
workers based on data from the Medical Expenditure Panel Survey Insurance Component (MEPS-IC). Data are
presented in the aggregate and by establishment size.

Establishments With Self-Insured Plans

The percentage of private-sector establishments offering health plans that report they self-insure at least one of their
health plans has been generally increasing since at least the mid-1990s, well before passage of the ACA. In 2015,

39 percent of private-sector establishments reported that they self-insured at least one of their health plans, up from
28.5 percent in 1996 (a 36.8 percent increase) (Figure 1).

Over this same period, the portion of large establishments (those with 500 or more employees) offering health plans
reporting they self-insure at least one plan has increased from 71.6 percent in 1996 to 80.4 percent in 2015, while the
self-insured percentage for midsized establishments (100—499 employees) with health plans has decreased from

35.3 percent to 30.1 percent over the period and for small establishments (fewer than 100 employees) has shifted
from 12.1 percent to 14.2 percent. (Figure 2)
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These long-term trends have generally held for each of the years during the period, until recently. Between 2013 and
2015, the percentage of establishments offering health plans with at least one self-insured plan increased for
midsized establishments (from 25.3 percent to 30.1 percent), increased for small establishments (from 13.3 percent
to 14.2 percent), but decreased for large establishments (from 83.9 percent to 80.4 percent).

Figure 1
Percentage of Private-Sector Establishments
that Self-Insure at Least One Plan, 1996-2015
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Source: Various tables that can be found at http://meps.ahrg.gov/mepsweb/data_stats/quick tables.jsp

Workers Enrolled in Self-Insured Plans

Consistent with the trend in the prevalence of self-insured plans among all establishments with at least one health
plan, the percentage of covered workers (i.e., workers covered by an employment-based health plan) enrolled in self-
insured plans has also been increasing. In 2015, 60 percent of covered workers were enrolled in self-insured plans, up
from 46 percent in 1996 (Figure 3).

Similarly, over the 1996-2015 period, the percentage of health-plan-covered workers employed by larger
establishments (1,000 or more employees) and enrolled in self-insured plans has increased from 67 percent to about
86 percent,3 while the comparable self-insured percentage of workers (a) in midsized establishments (100-999 em-
ployees) has shifted only from 39 percent to 40.5 percent, and (b) in smaller establishments (fewer than 100 em-
ployees) has shifted from only about 14 percent to 13 percent (Figure 4).

ebri.org Notes ¢ July 2016 « Vol. 37, No. 7



Figure 2
Percentage of Private-Sector Establishments that
Self-Insure at Least One Plan, by Firm Size, 1996-2015

90%
'S eoheoo goooch,
o, cogocochp® A .
80% 1 R L L .8.1A8:/ 82.1% 81‘97 837% gpgy, 839% A e o oA
A ‘.,.‘..-" 80.3% 79.49 80.5% O FeTn BLIh 80.8% 80.4%
[ ] L 0
0% A" T8.0%. J763% 7550, | %
0 Ll
71.6% Yoooas
L' 4
67.0% 66.2% empm |_ess than 100 Employees
600 4
& ==l =100—499 Employees
e o » 500 or More Employees
50%
40% 35.3%
B 323% 20.3% .
0,
. W 9% 200% 296% . 286% 29.0% oo O " 29.2% . . i
30% 1 B A B Ay B oo . M 257% 255% 2539, 250, 253% 26.4%_, M
- S B g
20%
14.7% 0, 14.2%
12.1% 11.9% 11.6% 1070, 123% 130% 122% '35% 123% 13.9% 13.1% 135% 13.0% 44 gq 137% 133% 134% 1%5%
7% — PN
e v v —
10% | AW‘
0%

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Various tables that can be found at http://meps.ahrg.gov/mepsweb/data_stats/quick tables.js

Figure 3
Percent of Private-Sector Enrollees in Self-Insured Plans, 1996-2015
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Figure 4
Percent of Private-Sector Enrollees in
Self-Insured Plans, by Firm Size, 1996-2015
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Source: Various tables thatcan be found at http:/meps.ahrg.govimepsweb/data_stats/quick_tables.jsp.

However, between 2013 and 2015, as a result of the increase in self-insured plans among small and midsized
employers, the percentage of covered workers enrolled in self-insured plans increased from 58.2 percent to 60 per-
cent. The largest increases in self-insured plan coverage among covered workers occurred in establishments with (a)
25-99 employees, increasing from 13.2 percent to 15.2 percent (a 15 percent increase), and (b) 100—-999 employees,
increasing from 33.6 percent to 40.5 percent (a 21 percent increase).

Conclusion

This EBRI Notes article describes trends in self-insured health plans among establishments of different employee sizes
offering health plans and found that, between 2013 and 2015, the percentages of self-insured plans and of health-
plan-covered workers in self-insured plans both increased among small and midsized establishments. These data are
consistent with the perspective set forth above that the ACA would cause more small and midsized employers to
adopt self-insured plans.
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Endnotes

L see, for example, comments made at the 2015 Sun Life Financial Wake Up Summit: http://www.sunlifesummit.com/,
http://www.benefitspro.com/2013/08/06/self-insurance-a-threat-to-obamacare, and
http://www.commonwealthfund.org/~/media/Files/Publications/Issue%20Brief/2012/Nov/1647_Buettgens_small_firm_self_i
nsurance_under_ACA_ib.pdf

2 Self-reported data were examined from the Medical Expenditure Panel Survey Insurance Component (MEPS-IC), which is a
survey of private- and public-sector employers fielded by the U.S. Census Bureau for the Agency for Healthcare Research
and Quality (AHRQ). The survey has been fielded annually since 1996 (with the exception of 2007). Note that the survey
collects data from private establishments, which consist of a single physical location. It is possible that some large employers
are over-represented in the survey if more than one location was surveyed. Nearly 40,000 establishments were interviewed

in 2015. See https://meps.ahrg.gov/mepsweb/survey comp/ic_sample_size.jsp for more information.

% Between 1996 and 1998, the share of self-insured workers for large employers dipped from 68.1 percent to 55.4 percent,
but has steadily increased since then.
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CHECK OUT EBRI’S WEBSITE!

EBRDI’s website is easy to use and packed with useful information! Look for
these special features:

» EBRI’s entire library of research publications starts at the main Web page. Click on EBRI
Issue Briefs and EBRI Notes for our in-depth and nonpartisan periodicals.

* Visit EBRI’s blog.

» EBRI’s reliable health and retirement surveys are just a click away through the topic boxes at
the top of the page.

* Need a number? Check out the EBRI Databook on Employee Benefits.

Instantly get e-mail notifications of the latest EBRI data, surveys, publications, and meetings
and seminars by clicking on the “Notify Me” or “RSS” buttons at the top of our home page.

There’s lots more!

Visit EBRI online today: www.ebri.org
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The Employee Benefit Research Institute (EBRI) was founded in 1978. Its mission is to
contribute to, to encourage, and to enhance the development of sound employee benefit
programs and sound public policy through objective research and education. EBRI is the only
private, nonprofit, nonpartisan, Washington, DC-based organization committed exclusively to
public policy research and education on economic security and employee benefit issues.
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importance to the nation’s economy among policymakers, the news media, and the public. It
does this by conducting and publishing policy research, analysis, and special reports on
employee benefits issues; holding educational briefings for EBRI members, congressional and
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