The NATION'’S

HEALTH
PODCAST N

The Nation's Health Podcast transcript
S$26, EP6 Health insurance and employment: A complicated relationship

SOPHIA MEADOR: From the American Public Health Association, I’m Sophia Meador and
this is The Nation’s Health Podcast.

For millions of Americans, the cost of healthcare is a major reason they put off seeing a
doctor when they're sick or skip preventative care altogether. These decisions can add up,
leading to more serious health problems and creating broader public health challenges.

But costisn't the only thing shaping people's access to care. A recent Gallup poll found
that nearly 1 in 4 Americans say they stayed in a job they wanted to leave because they
feared losing their health insurance.

The U.S. stands apart from most other high-income countries, where health coverage is
typically provided through a publicly funded system. Here, more than half of Americans
under age 65 get their health insurance through their employer.

Despite relying on employer-sponsored coverage instead of a universal public system, the
U.S. spends far more on healthcare than other wealthy nations, while still receiving worse
health outcomes.

So, why does the U.S. tie health insurance to employment? What are the costs of that
system for workers, employers and public health? And is a more universal approach
possible?

Joining us today to help answer some of those questions is Matt Rae, an associate director
at KFF.

MEADOR: Matt, it’s great to have you on The Nation’s Health Podcast today.
Rae: I’m thrilled to be here.

U.S. is unusual among high-income countries because so many people get health
insurance through their jobs. Can you walk us through a brief history of employer-
sponsored insurance and explain why it became the dominant way Americans get
coverage?

We didn't end up here with some grand plan. Some people like to callit a historic accident.
| don't think it's quite that, but definitely wasn't a planned system.



Basically, employers sort of took a step into offering health insurance during the second
World War, when the war labor debt wage controls to avoid having inflation when there
was huge labor shortages in the defense industries. So some employers began offering
fringe benefits, including health insurance.

At the time, it wasn't a very expensive benefit. Slowly over time, these benefits have
become a lot more meaningful. A big step forward happened in the mid-1950s when the
IRS determined — and then Congress codified — that employer-sponsored health benefits
would not be taxed in the same way as other compensation.

So this sort of decision to make this sort of a cheaper way to provide compensation —you
get health insurance as a value to the employees, butit's not being taxed at the same rate.

This happened at the same time that two other things were happening: One, we were
building tons of hospitals all across the country; and two hospitals could do a lot more.

So, if more services could be delivered, hospitals were bigger benefit to employees than
they had been in the '30s. So, what happened was employer-sponsored health insurance
took off through the '50s, '60s, and '70s, and became sort of mainstay in which people got
coverage.

Are employers legally required to offer coverage? If not, what determines whether a
worker has access to employer-sponsored coverage?

Yeah. No, this is really a crucial question. Some large employers will receive a small tax
penalty if they don't offer health insurance to some employees. | mean — largely, this
didn't make a big impact. This was a part vision that was passed on the Affordable Care
Act.

Large employers were already offering health insurance. Employers offer employer-
sponsored health benefits because they want to offer a benefit and | think that's how the
employer community thinks of what they're doing. So they think that there's something that
adds value that they're giving their employees to recruit and retain the best staff on the
planet.

The vast majority of large employers offer health insurance to mostly some employees. It
becomes a smaller share of small firms offer. So only about 60% of firms with 10 to 50
employees offer health benefits. Virtually all large firms do.

So this really creates unevenness across what your job looks like and how big your firm is
on the probability that you got offered health insurance.

About 160 million Americans under age 65 get health insurance through an employer.
According to KFF, that's roughly about 60% of people in the age group.

When people say they get health insurance through their job, what does that actually
mean? How do employers and employees share the cost of coverage, and how does
that affect workers' compensation?



Yeah, so there's a lot of issues there. | mean, right now the cost of employer-sponsored
health insurance is typically shared. So employers, on average, spend about 70% of the
cost of family coverage and workers chip in about 30%. So the average family health
insurance plan in America right now is an astronomical amount of money. It's pretty close
to $27,000. Workers, chippingin...l don't remember exact figure something close to $7,000
on average.

So, workers are spending a lot of money to enroll themselves. Then workers pay again, not
just to pay the premium contribution to be enrolled under the plan, but they also have to
pay when they use services. What's known as cost sharing.

So, these are copays, coincidences and deductibles. Depending on how many services
used, this sort of spending can really rack up. | mean, the average deductible for an
employer-sponsored health insurance plan now is about $1,800 for many employees,
especially those in smaller firms.

| mean, one of the things that | think many people don't realize is that over sort of...let's say
a 20-year time span, the share that workers pay and the share that employers payin
premium contributions is roughly the same. So the cost of employer-sponsored health
insurance has gone up three- or four-times fold. We've had rapid periods of growth. We've
had low and modest periods of growth. But through it all, so far, employers and employees
sort of have shared the burden together.

Changing jobs can mean changing health insurance plans, networks and cost. What
does tying health coverage to employment mean for workers' choices and financial
security?

I mean, this is a key challenge in the way we've done this. Attaching health insurance to
your job means that when you change your job, you've got to change your plan. So this
produces a bunch of challenges in our system.

One of them is so-called job lock, in which people don't switch jobs because they don't
want to lose health insurance or they don't start their own business because they don't
think there are other good options.

What incentives do employers have to offer health insurance benefits, and what role
does health coverage play in attracting and retaining workers?

Employers are very aware of offering benefits as a way to recruit and retain. It's also a gain
— the tax solution here is is not insignificant. This is a way in which they can give
compensation and not have it being taxed.

And that means...with the the average marginal tax rate for workers is somewhere around
30%. So you get 30% more bang for the buck with the compensation dollar than you would
if you had itin wages.

On the other hand, when we talk to firms that don't offer health benefits, typically very
small firms are the ones who don't offer health benefits at all. When we ask them why they



don't offer coverage, one of the big responses they give us is because they think that many
of their workers would prefer wages over over health benefits in as their compensation. For
many, wages is a big deal and how employers make that trade-off is a real challenge.

According to a recent KFF analysis that you co-authored, 82.5% of people with
incomes at or above 400% of the federal poverty level have employer-sponsored
health insurance, compared with far fewer people with lower incomes.

So, in other words, access to employer coverage is not evenly distributed. It tends to
go to people with higher-paying jobs. What does that tell us about the relationship
between jobs, income and access to health coverage in the U.S.?

Yeah, this is a real challenge for the for the system as awhole. So, two things are
happening with the number of people covered. One is wealthier people are more likely to
be in jobs that are offering health benefits. The other thing is that, like | said, the cost to
enroll for many workers is not insignificant.

So, for many, while offered health insurance, they have to make the decision to take that
coverage up. | think where we have challenges in the system are for this population of
people who are lower income, they're offered coverage, but that coverage may not feel
affordable to them.

Employer-sponsored insurance has been criticized because access depends heavily
on employment and the type of job someone has. At the same time, are there
advantages to having employers play such a significant role in providing coverage?

Oh,  mean absolutely. | mean the system survives because the system survives.

I mean... | think many people with employer-sponsored coverage are generally happy with
their coverage and many people like their doctors. Many people get a big chunk of their
health insurance premium paid for by their employer. So, this is a way in which employers
are helping to finance the system.

Employers, as a whole, are shipping something like a trillion dollars on health coverage to
health benefits, as well as to direct primary care, direct on-site clinics and all the other
ways in which they're spending money for people's care.

I mean, the nice thing about employer, is it groups a bunch of people sort of randomly
together. Some of those people are healthy. Some of those people are sick. So the
insurance company can offer insurance, or the employer can pay for the benefits for its
population.

And there's not a risk-scoring based upon how healthy people are. So, this is a key way and
a key part of what makes the employer system work. So the third kind of reason or function
that makes the employer system a benefit is this, sort of administrative simplicity.

I mean, big companies, there's lots of big companies who are really active in trying to
design benefits — shop for benefits that are of high value to their employees — and that
reduces the complexity for individuals to sign up for insurance. | know many people are



right to think our health insurance system is way too complicated. But for me as an
employee, | mean my process for shopping forinsurance isn't all that complicated. | have
only a couple of choices. | think my HR is relatively engaged in shopping for good coverage.
There's only one transaction. My HR purchased coverage through through an insurance
company rather than everybody at my firm going through a broker and buying coverage
individually. So, this adds some level of administrative simplicity.

Now this is obviously not the simplest health system that could possibly be designed, but
there there is that advantage.

But there are clear disadvantages, as pundits will frequently make clear. In fact, STAT
launched a new series out this month called "Out of Pocket, Out of Reach,” which
explores different ways the employer-based health insurance system is crumbling.
What are the top disadvantages that come to mind for you?

For everybody, one problem is the sort of issue that your health insurance is tied to your
job, and it makes the labor market maybe more sticky than we want it to be. This is your job
lock, where you don't go start a business because you want to keep your health insurance,
or you don't want to switch jobs because of your health insurance. All of thatis sortof a
weird complexity.

Two, | mean, | think there are sort of these fringe populations — not fringe in meaningful
sizes, but like on the fringes — where the system is beginning to crack. | think that is for
lower-wage people or people who workin jobs where it's harder to offer health insurance. |
think employers who have plenty of part-time workers or seasonal workers, it's very
difficult. I think for many retail firms, trying to offer coverage is very difficult when you're
trying to offer benefits that your employees can afford.

I mean, all of these sort of populations. Small firms, it's much, much more difficult to offer
health benefits. You don't have the big risk pool, so you're not being able to spread the risk
around a lot of people, like | was just talking about, one of the key advantages of the
employer-sponsored system.

So | think that the coverage for small firms can often have very high cost sharing, very high
deductibles and oftentimes can feel unaffordable for workers. | mean, there are beginning
to become big affordability issues as the cost of health insurance increases, both because,
you know, health insurance is just covering a lot of new services, amazing new
technologies. GLP-1s are, for example, a drug that hit the market in the last decade and
have the ability to drastically change people's lives. But this is a new thing that employers
are spending money on, again increasing the amount of money that employers have to chip
in.

So all of this, and you face that with sort of higher prices in health care. So the price of
services has gone up, and there are more services to spend money on. All of this makes
health care very expensive. So we're talking about, you know, close to a trillion dollars now.
Employers, it's a ton of money, and | think it begins to be affordability challenges.



I think many in the employer community are really engaged and continue to offer benefits
they think are meaningful and valuable. But | think there are others who feel sort of the
pressure of this, the constant onslaught of the price increases.

When we compare the U.S. with other high-income countries, we see differences both
in spending and in health outcomes. What role does the structure of the U.S.
healthcare system play in patients' ability to access affordable, timely care?

Yeah. So, | mean, the U.S. spends much, much more per person than sort of comparative
countries. We're by far an outlier, and that difference has sort of spread over time.

So other (Organisation for Economic Co-operation and Development) countries deliver
similar numbers of key services as the United States, but we end up just spending more
money. So, a key principle here is that they have other mechanisms sort of controlling the
cost of health care. Our private health insurance system, or mostly private health
insurance system, hasn't been able to do that in the same way. So | think that means that
prices have just gone a lot faster, and as a result, we're spending a lot more per person.

I mean, our system is also not the greatest at making sure that people are getting some of
the services we want them to get. We don't provide way more of any preventive services
than some of the other countries do. Things like primary care are places where the system
really struggles.

I mean, at the same time, you know, the U.S. does have incredible specialized capacity for
various services, and all that comes at a cost, and that's baked into how much our system
costs.

And Medicare for All and other universal coverage proposals often come up as
alternatives to the current system. For listeners who may not be familiar, these
proposals generally move away from employer-based coverage towards a more
universal system.

From a policy perspective, how realistic is that transition in the U.S. and what are the
biggest challenges any effort to move toward a more universal coverage would face?

I mean, generally, | think that you get people who want to take populations out of the
employer market. So various candidates have called for providing Medicare for people who
are 55-plus, which would be moving one of the more expensive populations out of the
employer community. People sometimes are sort of transitioning into retirement as a way
of reducing the influence or the size of the employer-sponsored community without sort of
the masses of obstruction.

I mean, others have called for sort of building on the approach we have. | mean, there have
been proposals to sort of provide subsidies for lower-wage people to enrollin their
employer-sponsored community, which would be sort of continuing the role of employers.
I mean, lots of the policy proposals we get now are sort of building on the system.



I mean, the issue that | thinkis hottest in Washington right now is the issue of price
transparency, which is providers being more transparent about the prices they're charging
for hospital services as well as other services. The idea being that then employers will be
tougher shoppers when they are negotiating with health care providers over prices, and
that would reduce costs and make employers better.

That would be sort of doubling down on the ESI system, moving sort of — giving, moving the
bargaining power toward employers. Where some providers — | mean, | think on the sort of
conservative side, there are some conservative voices who | think don't like the concept of
insurance in some way, and what they want to do is expose enrollees to more of the cost,
sort of so-called consumer-directed approaches.

So this would be weakening the employer-sponsored community by having people —
giving people chunks of money in some way and asking them to shop for plans, thinking
that that would reduce cost. Many of these proposals may potentially expose people to big
amounts of out-of-pocket costs if they can't find providers or will treat their condition.

So I think kind of right now we're kind of all over the place on whether we're doubling down
on the employer-sponsored system, whether we're moving populations out, whether we're
thinking about providing assistance to some populations, or whether we want to sort of
move away from this altogether.

Well, Matt, to close us off today, where can listeners go to learn more?

We have so much to learn about employer-sponsored health insurance at KFF.org. We do a
big employer health benefit survey annually, which I think is a benchmark survey for what
employer-sponsored health insurance looks like.

So, if you have any question over who gets it, how much it costs, what employer-sponsored
health insurance looks like — that's that's the number one resource to go to.


https://www.kff.org/public-opinion/2025-kff-marketplace-enrollees-survey/

