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ABOUT THE SURVEY
March 23, 2015, marked the five-year anniversary of the signing of the
Affordable Care Act (ACA). In 2015, the public exchanges began their
second year of operation and the Employer Shared Responsibility
(ESR) requirements went into effect after a year’s delay. ESR sets
minimum standards for plan value and affordability, which most
employer-sponsored plans already met before the ACA was passed.
However, it also mandates that employers offer coverage to all
employees working 30 or more hours per week, and over a fourth
of all employers did not meet this requirement at the time of the
law’s signing. Many waited until 2015 to make the changes needed
to avoid penalties. This made open enrollment for 2015 something of
a wildcard. With employers expanding eligibility to more employees,
would we see a spike in enrollment levels — and cost?
“Health Care Reform Five Years In,” Mercer’s latest survey on
health reform, asked employers about open enrollment results
for 2015 to determine the impact of ESR on employer-sponsored
plans. The survey also examined how the ACA is affecting workforce
strategy, and asked about employers’ preparations for avoiding
the excise tax on high-cost plans in 2018 and for meeting ACA
reporting requirements.
The survey — the eighth in our series on health care reform — was
fielded in January and February of 2015. Respondents included
employers of all sizes, industries, and geographic locations in the US.
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S U R V E Y R E S U LT S
OPEN ENROLLMENT 2015
With open enrollment results now in, an important question has been
answered: The new eligibility requirements mandated by the ACA had
very little impact on enrollment in employer-sponsored plans in 2015.
While the absolute number of employees enrolled increased by 1.6%,
this was the result of a 2.2% increase in the size of the workforce,
rather than the changes required by the ACA.
Prior to the signing of the ACA, about nine out of 10 survey
respondents already offered plans that satisfied the minimum
requirements for plan value and affordability. However, 28% did not
offer coverage to all employees working 30 or more hours per week
and would need to take action to avoid potential penalties. The ESR
requirements were originally slated to go into effect for plan year
2014. However, in mid-2013, the federal government announced that
the penalties associated with the requirements would be delayed
until plan year 2015. Some respondents (9%) went ahead with plans to
come into compliance with the 30-hours rule, but more (16%) choose
to wait until plan year 2015 to take action (Figure 1).
The industry groups most affected by the 30-hours rule were those
with the highest concentrations of part-time employees — retail and
hospitality. Among respondents in these two industries, 30% needed
to take action in 2015 to avoid penalties.

FIGURE 1: While most employers already met ESR requirements,
16% made changes in 2015 to address the 30-hours rule
Already in compliance
Made changes for 2014 to avoid assessments

Extend coverage to all
employees working
30+ hours per week
3%

Made changes for 2015 to avoid assessments
Planning to pay assessments as needed

Minimum
value plan

Affordable
contributions

4% 3%

1%
5%

16%

5%

9%
72%
93%

2

89%

There was no overall growth in enrollment (as a percentage of the
total number of employees) in 2015, despite the individual mandate
requiring all individuals in the US to obtain coverage. On average,
74% of respondents’ employees enrolled in health plans in 2015 — the
same as the percentage in 2014. Across all respondents in the survey,
the average percentage of employees who were eligible for coverage
rose one point, from 87% to 88%, but the average percentage of
eligible employees who enrolled dropped a point, from 84% to 83%.
That left the average percentage of all employees (both eligible and
ineligible) who enrolled in 2015 essentially unchanged from 2014
(Figure 2).
Why didn’t more newly eligible employees choose to enroll, when
given the option? It may be that many either had coverage through
a parent’s or spouse’s plan or through Medicaid or are continuing to
remain uninsured.

FIGURE 2: No change in the overall percentage of workers
covered in employer plans
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Still, for some employers, enrollment grew. For one in 10 respondents
in the survey, the percentage of their workforce enrolled in a health
plan rose by 5% or more from 2014 to 2015 (Figure 3). But given the
number of respondents with no growth or even a decrease in the
percentage of employees enrolled, this wasn’t enough to move the
needle overall.
In the hospitality industry, the average percentage of employees
eligible for coverage rose from 57% to 60%. But overall growth in
the percentage of employees enrolled rose by less than one point,
to 34%.

FIGURE 3: Increases in enrollment for some employers offset
by decreases for others
Change in percentage of employees enrolled
Increased
5% or more
10%
Increased
1% - 4.9%

34%

21%

Enrollment
decreased

35%
No change
in enrollment

Survey respondents were asked whether they believe that employees
who had formerly waived coverage enrolled in 2015. Close to a fifth
(18%) said they believe that some employees who had formerly waived
coverage enrolled in 2015 due to the individual mandate. Another
7% believe that some former enrollees waived coverage in favor of
Medicaid (Figure 4).

FIGURE 4: Employers’ perception of ACA’s effect on
employees’ enrollment decisions
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In addition, some employers took steps to hold down enrollment
growth. These steps included reducing hours for at least some
employees who consistently worked 30 or more hours per week so
that they did not become eligible for coverage or having new hires
work fewer than 30 hours per week. However, very few respondents
— just 2% — said they cut staff to avoid covering more employees.
That said, 16% ensured that newly hired part-timers will work fewer
than 30 hours per week. Another 12% reduced hours of employees
who occasionally worked 30 or more hours per week and 7% reduced
hours for employees who consistently worked 30 or more hours per
week. Employers have had to rethink part-time employee strategy.
There has been an increase in the average number of hours per week
required for eligibility among large employers, from 23 hours in 2011 to
25 hours in 2014. We expect to see the number of hours continue to
increase in coming years.
The majority of respondents (73%) are not making any changes to
their workforce strategy as a result of reform requirements; again,
most respondents already extended coverage to all employees
working 30 or more hours prior to the ACA (Figure 5).

FIGURE 5: Strategies for managing growth in eligibility
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Employers are also taking steps to manage potential growth in the
number of employees electing dependent coverage. Just over a tenth
of respondents (14%) raised the employee contribution percentage
for dependent coverage. Another 14% imposed a surcharge for
spouses with other coverage available (or excluded them). Only 3%
said they will provide information on Medicaid to manage growth in
dependent coverage (Figure 6).

FIGURE 6: Changes to health plan contribution strategy to
manage growth in dependent coverage election
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As noted earlier, few respondents had to make changes to comply
with the minimum plan value requirement that the plan should pay for
at least 60% of eligible expenses. However, some respondents are
choosing to offer a plan that meets the minimum essential coverage
requirements but has an actuarial plan value of less than 60%. Such a
plan would provide a coverage option for employees that would cost
less but still protect them from individual mandate penalties. Nearly
a fifth (18%) of respondents currently offer a plan with an actuarial
value of less than 60%, and another 8% are considering doing so
(Figure 7). Employers might choose to offer this type of plan to
part-time employees not eligible for the qualified plan, perhaps as
a replacement for mini-med plans, which are no longer permitted
under the ACA because they include annual benefit limitations.

FIGURE 7: Offering a plan that meets the minimum essential
coverage requirements but has an actuarial plan value of less
than 60%
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A D M I N I S T R AT I V E I S S U E S
The survey asked employers about the ways in which the ACA might
be affecting their organizations, as well as their level of concern
about these possible effects. At the top of the list is “increased
administrative burden,” with 80% of respondents reporting that it
is a concern. While higher enrollment is a headache for employers
that do not already cover most employees, new administrative
tasks are required of all employers. These include communicating
with employees about public exchanges and tracking and reporting
employee hours. Nearly two-thirds of respondents said that the
excise tax on high-cost plans is a significant concern, and half of
those respondents said that it’s a very significant concern. Fewer
respondents are concerned about higher enrollment in plans or the
impact of the minimum value and affordability rules (Figure 8).

FIGURE 8: Employers’ top two concerns about ACA impact:
administration and the excise tax
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Employers need to track employee hours to determine full-time
status and to send out annual individual statements and complete
IRS reporting. About half of respondents (54%) handle the tracking
to determine full-time status in-house. About a third (31%) will
handle reporting in-house for sending out annual statements and IRS
reporting. About a tenth of respondents will use a payroll vendor or
an enrollment vendor both to determine full-time status and to send
out annual statements. Surprisingly, 41% of respondents did not yet
know how they would handle sending out annual statements, and 23%
did not know how they would determine full-time status — a process
that should already be under way (Figure 9).

FIGURE 9: Administrative requirements
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P R E PA R I N G F O R T H E E X C I S E TA X
Now that the ESR requirements have been implemented, employers
are turning their focus to the excise tax, which is slated to be
implemented in 2018. Employers offering a health plan that costs more
than $10,200 for individual coverage or $27,500 for family coverage
will face a tax of 40% of the excess cost. It is predicted that $61 billion
in revenue will be generated from the excise tax — about a quarter
of this from the actual tax, and the rest from a projected increase in
employee taxable income as employers compensate employees for
less generous benefits with more pay.

The excise tax is of
the biggest concern
to the industries that
offer richer benefits,
particularly those
with large union
populations.

Based on projections using current plan costs, about a third
of employers are on track to hit the threshold in the first year
(Figure 10). Five years ago, almost half of employers were scheduled
to hit the threshold. The decrease in the number of those at risk can
be attributed to generally low health care cost growth and specific
measures taken by employers to reduce cost. Unlike the shared
responsibility requirements, which have the biggest impact
on employers with large populations of low-paid, part-time workers,
the excise tax is of the biggest concern to the industries that offer
richer benefits, particularly those with large union populations.

FIGURE 10: Excise tax prediction
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Source: 2014 Mercer National Survey of Employer-Sponsored Health Plans

9

Although the excise tax is commonly known as the “Cadillac tax,”
that is a misnomer. Many factors contribute to higher-than-average
plan cost other than a generous level of benefits. Geography and
demographics each play a role in determining whether a plan will pass
the threshold. For example, plans in the South are less expensive
than plans in the Northeast. Respondents with older workforces
incur higher costs (Figure 11). The survey did not ask about population
health risks, but it stands to reason that employers with less healthy
employees will also have higher costs.

FIGURE 11: Variation in average total health plan cost per
employee, among large employers
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Source: 2014 Mercer National Survey of Employer-Sponsored Health Plans
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Nearly all employers that believe they are at risk for the tax said
they will take action to avoid it, and many have already begun
taking action to phase in changes that will keep them below the
tax threshold in 2018. One of the most important strategies is to
implement a low-cost, high-deductible consumer-directed health
plan (CDHP) or to steer more employees into an existing CDHP.
Higher cost-sharing (raising deductibles, copays, etc.) is another
popular cost-reducing strategy.
Interestingly, the largest number of respondents said they are
considering adding or improving wellness programs as a means of
lowering plan cost to avoid the excise tax, or that they have already
done so (Figure 12). Employers view health management as a key
long-term cost-management strategy — particularly because it
benefits both the employer and the employees. The majority of large
employers that have measured the return on investment of health
management programs have found the programs to have a positive
impact on medical plan cost trend. While most employers already
have some health management programs in place, the field is rapidly
evolving as more is learned about what constitutes well-being.
Employers are expanding their programs to address sleep disorders
and employee resiliency, and they are providing resources to help
employees achieve financial health. In addition, they are showing
their commitment to these programs by providing incentives to
encourage participation.

Employers view
health management
as a key long-term cost
management strategy
— particularly
because it benefits
both the employer
and the employees.

FIGURE 12: Actions to avoid or minimize the impact of the
excise tax on high-cost plans
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For some employers,
the availability of
subsidized coverage
on the public
exchange provides
potential flexibility.

CHANGES TO ELEMENTS OF THE ACA
Respondents were asked if they favored or opposed possible future
amendments to the ACA. The most popular change, with 80% in favor,
is to eliminate the excise tax on high-cost plans. The majority also
favors repealing the mandate requiring all employers over a certain
size to offer coverage or face penalties — despite the fact that
virtually all large employers voluntarily provided health benefits long
before the ACA was passed. Relatively few respondents — just 27% —
are in favor of disallowing federal subsidies for coverage purchased
through the public exchange in states that do not operate their own
exchange. Respondents were more likely to oppose this change (31%),
although 42% had no opinion (Figure 13). For some employers, the
availability of subsidized coverage on the public exchange provides
potential flexibility. For example, an employer currently offering
coverage to part-timers working 20 hours a week or more might
consider raising the eligibility requirement to 30 hours if these
part-timers could get coverage at a comparable or even lower cost
through the exchange.

FIGURE 13: Employer opinions on making changes to elements
of the ACA
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While the ACA has brought increased administrative complexity for
most employer health plans sponsors, and increased cost for at least
some, fewer employers than ever say they are likely to terminate their
plans within five years and send employees to the exchange. Mercer’s
National Survey of Employer-Sponsored Health Plans 2014 found that
just 4% of large employers believe it is likely they will terminate their
plans, down from 6% in 2013. Small employers are less likely to offer
coverage to begin with, and those that currently sponsor a plan have
shown less confidence that they will maintain their existing plans. But
in 2014, the number of employers that said it’s likely they will drop
coverage fell from 12% to just 6% in organizations with 200–499
employees, and from 23% to 16% among those with 50–199 employees
(Figure 14). Because relatively few working Americans would qualify
for subsidies on the public exchange that would equal the typical
subsidy provided in an employer plan, an employer that dropped
coverage would need to significantly increase its employees’ pay to
make them whole — and, unlike health plan contributions, those extra
dollars would be taxed. With health care cost increases relatively low,
most employers seem willing to accept the cost increases associated
with health care reform rather than lose the advantages of employersponsored coverage.

FIGURE 14: Likelihood of terminating medical benefits
Percentage of employers that say they are “very likely” or “likely” to terminate
plans within the next five years
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