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Changes to Health Care in 2013: 
What HR professionals need to know

Health care reform is in full progress as 
elements of the Patient Protection and 
Affordable Care Act (PPACA) slowly 
begin to take effect. Although the act is 
ultimately designed to make health care 
more affordable and expand coverage, 
recent spikes in health care costs have 
made cuts in coverage unavoidable at 
many companies and have magnified 
HR’s role in the process.

HR professionals were nearly 
unanimous in their response to a recent 
query on the impact of health care 
costs, according to a SHRM report.1 
A total of 99% of respondents said 
the continuing high cost of employee 
health care coverage in the United 
States would have at least some effect 
on the workplace in the next five years 
(79% said it would have a “major 
impact,” and 20% said a “minor 
impact”).

Much of HR professionals’ 
immediate attention will be focused on 
the breadth and affordability of their 

organizations’ health care coverage—
in order to prepare for 2014, when 
more extensive regulatory changes in 
connection with the PPACA take place.

On Oct. 1, 2013, states with health 
insurance marketplaces will start to 
accept health care coverage enrollments 
for individuals and small businesses, 
defined by the government as having 50 
or fewer employees. The marketplaces, 
or exchanges, are designed to give 
employers a wide array of coverage 
options that are best suited to the 
organizations’ budgets. 

As of January 2013, 17 states and 
the District of Columbia had created 
exchanges, and two other states had 
established operations partnerships with 
the U.S. Department of Health and 
Human Services (HHS).2 Businesses 
and individuals located in states that 
do not have an exchange established 
by Oct. 1 will have access to a federally 
operated marketplace. Coverage on 
these plans will begin on Jan. 1, 2014.
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Some small businesses that purchase coverage will 
also have access to enhanced tax credits that cover as 
much as 50% of the employer’s contribution toward 
premium. Small employers that pay an average wage 
of less than $50,000 a year and pay at least half of 
employee health insurance premiums are eligible for 
the tax credits, according to the U.S. Internal Revenue 
Service (IRS). This rule also applies to employers with 
fewer than 25 full-time equivalent employees.3

For tax years 2010-2013, the maximum credit is 
35% for small businesses and 25% for small tax-exempt 
employers such as charities. Effective Jan. 1, 2014, the 
rate will increase to 50% and 35%, respectively. For 
example, if a business pays $50,000 per year toward 
workers’ health care premiums and is qualified for a 15% 
credit, it saves $7,500. In 2014, if that business qualifies 
for a larger credit of 20%, the savings jump to $10,000 
per year, according to the IRS.

HR professionals working at large businesses, or 
those with 50 or more workers, also have issues to 
evaluate in the months leading up to 2014. Starting 
next year, those employers that do not provide health 
insurance will be required to pay an assessment if their 
workers receive tax credits to buy their own health 
insurance.

The assessments, according to the HHS, will offset 
part of the cost of the tax credits and will cost the 
employer $2,000 per full-time employee beyond the 
company’s first 30 workers. HHS estimates that fewer 
than 2% of large American employers will have to pay 
the assessments. This element of the PPACA—and the 
debate on whether to offer coverage to employees—is at 
the forefront of business planning for HR professionals 
and their employers, said Steve Wojcik, vice president 
for public policy at the National Business Group on 
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Health, a Washington, D.C.-based nonprofit health care 
coverage consultant for large employers. “If you take away 
health care, you would have to make it up in other areas, 
whether through higher salaries or increases in other 
types of benefits,” said Wojcik, who was part of a panel 
on health care reform at a December event sponsored by 
the Washington, D.C.-based Employee Benefit Research 
Institute (EBRI).

“It’s already having a big impact, particularly on 
companies with 50 employees or more,” Wojcik said. “It’s 
affecting how they hire, what they offer their workers, 
and how they schedule their hours.”

Cost control is already the norm  ���������������
Many employers are actively finding ways to better 
control health care expenses without completely 
eliminating coverage for their workers, according 
to recent SHRM research.4 More than half (52%) of 
employers increased the employee share of contributions 
to health care costs in 2012 (see Figure 1). Others 
provided lower-cost prescription drugs (50%), and some 
companies (40%) provided incentives or rewards related to 
health and wellness as a means of driving down costs.

There has not been overwhelming evidence to suggest 
that employers will abandon health care coverage for their 
workers in light of recent increased costs. One study by 
Towers Watson showed that some employers are perhaps 
losing faith in their ability to offer coverage in the long 
term: 23% of companies were “very confident” that they 
would continue to offer health care benefits for the next 
10 years, down from a peak of 73% in 2007, according to 
a 2012 Towers Watson survey.5 

However, many organizations view health care 
benefits as a vital tool for recruitment and retention. 

Figure 1: Employers’ actions in controlling health care costs

Source: Society for Human Resource Management (2012)

Increased employees’ 
contributions to plans 52%

52%Provided health and 
wellness education

50%Provided lower-cost 
prescription drugs

44%Increased employees’ participation in 
health and wellness

42%Offered consumer-directed health plans 
(e.g., HRAs, HSAs)
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Nearly three out of four (72%) HR professionals who 
leveraged benefits to retain employees said they used 
health care packages to entice employees to stay, followed 
by retirement savings and planning benefits,6 according 
to recent SHRM research (see Figure 2). In a separate 
SHRM survey, 80% of HR professionals said they used 
health care benefits to recruit new employees,7 followed 
again by retirement savings and planning benefits (63%) 
(see Figure 3). In the same survey, 75% of respondents 
said health care benefits would, in the next three to five 
years, increase in importance to help their organizations 
recruit highly skilled employees.

The decision to buy into the health care exchanges, or 
maintain a certain level of coverage, will depend on the 
needs of the individual organization, said Frank McArdle, 
an independent health care consultant, who also was part 
of the December 2012 EBRI forum.

“I think [for] those organizations with fewer than 50 
employees, the attraction will be very strong to go to 

the exchanges, because of recruitment and tax benefits,” 
McArdle said. “The medium-sized employers may 
engage more in the ‘pay or play’ debate. For some large 
employers, it’s not necessarily cheaper to pay the penalty. 
It depends on their level of coverage.” 

Other changes coming in 2013 as a result of the 
PPACA include:8

QQ Improvements for preventive health coverage. 
In order to expand the number of people receiving 
preventive care, the law provides new funds to state 
Medicaid programs that choose to cover preventive 
services for patients at little or no cost.

QQ Increased Medicaid payments. Knowing that 
Medicaid programs and providers will be covering more 
patients in the near future, the PPACA requires states 
to pay primary care physicians no less than 100% of 
Medicare payment rates in 2013 and 2014 for primary 
care services. The increase is fully funded by the federal 
government.

Figure 2: Benefits leveraged by organizations to retain employees

Source: Society for Human Resource Management (2012)

Health care 72%

58%Retirement savings and planning

39%Professional and career 
development benefits

35%Flexible working benefits 

30%Preventive health and wellness

Figure 3: Benefits leveraged by organizations to recruit employees

Source: Society for Human Resource Management (2012)

Health care 80%

63%Retirement savings and planning

36%Leave benefits

29%Preventive health and wellness

19%Housing and relocation
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QQ Bundling of health care payments. The PPACA 
will establish a national pilot program in 2013 to 
encourage hospitals, doctors and other providers 
to work together to improve the coordination 
and quality of patient care. Under the proposed 
“bundling” process, hospitals, doctors and providers 
would be paid a flat rate for an episode of care, 
rather than the current system, where each service 
or test or groups of services are billed separately to 
Medicare. According to an example provided by the 
HHS, instead of a surgical procedure that generates 
multiple claims from multiple providers, the entire 
team is compensated with a “bundled” payment that 
provides incentives to deliver health care services more 
efficiently while maintaining or improving quality of 
care. It aligns the incentives of those delivering care, 
and savings are shared between providers and the 
Medicare program.

HR professionals clearly have much to consider as 2014 
approaches. Aside from weighing the actual health care 
costs to their organizations’ bottom lines, they must 
consider the human capital elements of removing or 
enhancing health care coverage and the impact of this 
decision on recruitment and retention.

“[PPACA is] a massive bill, and it has been a 
challenge,” said Phyllis Borzi, assistant secretary for the 
Employee Benefits Security Administration in the U.S. 
Department of Labor, at the December 2012 EBRI 
event. “There are a lot of moving parts.”
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