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Guest Editorial  by Brian Poger

Many Employers are Dropping Health Coverage:

 Don’t Let it Go – Ride the Wave!
Seventy-eight percent of brokers have had cli-
ents drop group coverage this year; and 17% 
expect to lose more than one-fourth of their 
business in 2015. These facts from Benefitter’s 
survey of over 1,000 brokers are profound. A 
major carrier recently adjusted its forecast of 
how quickly small employers will transition to 
individual plans, compressing the time period 
from five to two years after citing a faster-than-
expected migration. But of course, brokers al-
ready knew this was happening — our clients 
are dropping coverage every day.

Never in our lives have we seen such dramatic 
change in our industry in such a short time.  Many 
brokers view this change as the beginning of the 
end of their business.  But, I’m here to tell you that 
this could be the opportunity of a lifetime!

Why is This Happening?
The average annual cost of group health in-
surance for a family of four is about $17,000. 
In contrast, the average annual cost of subsi-
dized coverage in the exchange for this same 
family (making $71,000 / year) is only $7,000 
-- less than half price.  Of course, no employer 
has only “average families” in their popula-
tions, so that’s where creativity (and frankly, 
technology) can help you do what a broker 
does best -- provide the best possible guid-
ance to your clients.

Transitioning from group to individual insur-
ance can be a win-win-win for employers, em-
ployees, and brokers, but only if managed prop-
erly. If an employer chooses to migrate some 
employees to the individual market, each em-
ployee will be affected differently depending on 
their income, family composition, and subsidy 
opportunity. That is why progressive brokers 
often recommend employers contribute ad-
ditional post-tax compensation to ensure that 
most employees are better-off.  This approach 
keeps the broker at the table, advising on the 
administration and design of this alternative 
compensation model. 

Real World Experience
Recently, one California-based company ex-
hausted all its options trying to respond to the 
30% increase they were facing on their group 
plan.  They had about 120 eligible employees, 
with 80 employees on their plan, and were 
spending about $1 million on health insurance.  
They knew that any of the traditional options, 

such as buying down their plan or increasing 
contributions, would simply pass the buck to 
employees, but they just couldn’t afford to ab-
sorb the increase. 

The broker was also in a tough position be-
cause the market didn’t offer any alternatives. 
He was also following the historical path of de-
livering bad news, and not much value in the 
eyes of the employer. But, this time, the broker 
proposed an alternative model, saving the em-
ployer nearly $500,000 while giving employees 
a major reduction in their overall costs as well. 
This savings is after paying the ($2,000 per-
employee) employer mandate tax, adjusting 
employee compensation, and paying program 
fees that are shared with the broker.  

But the hidden benefit for many employees 
was that they could actually afford benefits for 
themselves and their families, and had more 
choices on types of coverage.  Some employ-
ees received no additional compensation, and 
still ended up happier because what they really 
needed was for their employer to get out of the 
way. One employee sent a note to the employer 
that said, “When I heard our plan was being 
cancelled I thought the employees were being 
screwed, but as it turns out, I found a better 
plan for less money. I’m thrilled!”

What are Brokers to Do?
Brokers are the most determined people I 
know.  It’s the only way you can survive in this in-
dustry.  No one is calling you asking to purchase 
the product you offer -- instead you are fighting 
other brokers to generate new business and 
retain your existing business.  When a massive 
tidal wave change like the ACA comes along, 
you have three options on how to respond:
1. Let it go.
2. Make lemonade out of lemons.
3. Ride the wave.

Let it Go
I don’t encourage abandoning employers who 
are dropping coverage. The individual market is 
different and, in many ways, more difficult, but 
finding new clients is also tougher than retain-
ing clients. Employers often need more help, 
and they are willing to pay substantial program 
fees to get it.   

Make Lemonade Out of Lemons
Most of us have gotten where we are because 

of our attitude and fortitude.  I hear brokers 
saying that, when they learn a case is drop-
ping coverage, they give everyone their num-
ber, or even setup shop at the employer and 
try to enroll the employees into individual cov-
erage.  This is not a bad strategy, but there is 
a better one.

Ride the Wave
Depending on whom you believe, in the next 
five years, 11 million to 135 million employees 
will be leaving group coverage and buying indi-
vidual health insurance for the first time.  Even 
if the actual migration is on the low end of the 
estimates, we are entering a real tidal wave of 
new opportunity. 

Where do you want to be when the wave 
hits? Imagine if instead of delivering the same 
bad news year after year, you could tell your 
clients, “This year, I’m not going to talk about 
rate increases. Instead, I’m going to save you 
money on health insurance, cover more fami-
lies without increasing costs, give employees 
more choice, reduce your administrative bur-
den, and help you control cost increases from 
now into the future.”

Brokers who take the bold step to transform 
their businesses, who embrace a personal-
ized healthcare approach, leverage technol-
ogy, and, and ride the wave will win in this new 
world. Those who do not, will wipe out.  

I invite you to take a hard look at yourself 
and your business, and to explore the individ-
ual market opportunities. q
––––––––––
Brian Poger is the CEO and co-founder of 
Benefitter. Benefitter provides web-based 
tools to help employers and brokers take 
advantage of the newly created individual 
health insurance marketplace. Using a pro-
prietary analytics engine, Benefitter com-
pares the cost of group insurance to feder-
ally subsidized individual rates across all 
employees. A SmartCompensation tool lets 
employers adjust compensation in an equi-
table and compliant manner to ensure that 
most employees end-up better off. The com-
pany also provides communication, educa-
tion, and enrollment support to front-line 
workers, and works closely with brokers to 
strengthen their advisory role. For more in-
formation, call 800-313-3170 or visit www.
benefitter.com.

SHOP
for REAL

The Small Business Health Options Program 

(SHOP) from Covered California lets employers 

control their health benefit costs through 

Defined Contribution.

SHOP’s new Dual Tier Choice lets employers offer health plans from two 

adjoining Metal Tiers – Bronze + Silver, Silver + Gold or Gold + Platinum – 

giving employees more choice while helping employers control costs with a 

stable, defined contribution towards premiums. 

With no late fees, no service fees and a substantial tax credit available for 

qualified groups only through the SHOP Exchange, it’s finally easy for small 

businesses in California to take real control of their health care costs.

(877) 453-9198 

CoveredCA.com/small-business


