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Small businesses which the U.S. Small Business Administration defines as firms with less than 500
employees are critically important to the American economy.' They represent 99.7% of all employer
firms; generate one-half of America’s Gross Domestic Product (GDP), and two-thirds of new jobs every
year. Smaller firms with fewer than 20 employees accounted for approximately 18 percent of private
sector jobs in 2006, but nearly 25 percent of net employment growth from 1992 to 2005.> These
businesses account for a large majority of jobs in start-up and are a key source of innovation and
economic growth.

The competitiveness of U.S. businesses continues to be negatively impacted by the rising costs of
health care and a concurrent rise in the number of uninsured and underinsured workers.” There is
a substantial competitiveness gap between the United States and numerous other industrialized countries
in the global economy, including the loss of jobs to competitor countries.* Small businesses with less than
50 employees are particularly challenged to both thrive and compete.” The magnitude has lead some to
suggest thglt employer-sponsored health insurance (ESI) as currently structured has outlived its
usefulness.

Indeed, health care costs are a barrier toward greater economic success for the small business owners and
their employees, as well as contributing to income disparities.” Addressing how the cost of health care
impacts small business is a major policy issue in the current health care reform legislation under
consideration in both the Congressional House and Senate.® While there are identifiable business
organizations lobbying on the purported behalf of small business, a major survey of small business
owners indicates that they are not adequately being represented.’

The rise in health care costs and how it is leading to the growth in uninsured workers is a major salient
issue in Texas because the state has the highest percentage (25%) of uninsured U.S. residents, a majority
of whom works full-time. In 2006, there were 386,422 small business employers in Texas who accounted
for 98.7% of all employers, and 46% of the state’s private-sector employment.'’ Small businesses with
fewer than 50 employees accounted for 72% of Texas businesses. About 2 million or 24% of private
sector employees worked in these firms in 2005, and over one-half of these private-sector small firms
have fewer than ten employees. Of these businesses, 33.6% and 25.9% offered health insurance for firms
with less than 50 and 10 employees respectively. '

The bienestar (well-being) and health of the Latino population in Texas is intertwined with the
economic growth of small businesses and with the current national legislative proposal to reform
the U.S. health care delivery system. More specifically, reform policies directed at addressing
disparities'” in health care access greatly affect Latinos in Texas. Many Latinos are very worried about
health insecurity and strongly support current national health reform initiatives.”> The long-term
implications are clear in light of Hispanic population growth and the projected impact on the states’
education system, the labor force, the health system, and overall economy.'*

Another important aspect of this debate is the concurrent underlying disproportionate negative impacts of
these issues on the bienestar and health of uninsured Latino workers'*because among Latino workers, the
majority is employed in small businesses, many of whom are also small business owners.'® In fact,
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Latino small business owners are growing at three-times above the average of non-Latino owned small
businesses.!” However, most Latino small business workers are low-wage earners whose overall
bienestar is at risk because of health disparities (e.g., being uninsured and/or in poor health) that impact
them."® Only 40% of Latinos had employer-based health insurance in 2008 compared to 62% for non-
Latino Whites.

Texas Population by Health Insurance Status and Type, 2008
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Source: Current Population Survey, 2009

Latinos are the most uninsured population in the nation and in Texas, a trend that has existed for

well over a decade. During the 1996-1998 period, the Latino uninsured rate (ages 19-64) in Texas was

38%; ten years later in 2008 it was 39%." Their uninsured rate is still twice that of non-Latinos after

excluding non-citizens (documented and undocumented U.S. Latino residents). Reasons cited for this

severe health insurance disparity include:

e Lower education and income levels;

e High levels of employment in small businesses which do not offer health insurance coverage;

e Work in service and other occupations with the least access to affordable health insurance coverage;
and

e Unaffordable premium-share when health insurance coverage is offered given their lower wages.

It is also worth noting that the health insurance disparity for Latinos persists when compared to the same

level of education for Non-Latinos.*’
Texas Uninsured by Race/Ethnicity and Educational Attainment

Education Texas| White | Latino Al?nfgci?clgn
[No high school diploma| 42% | 22% 36% 28%
oS aoo or 30% | 19% | 41% 36%
o oreze tess than 2006 1 13% [ 29% 23%
achelor's degree or 99 50, 16% 15%
higher 0 0 0 0

Source: US Census Bureau: Community Population Survey 2007
Note: Percentages reflect individual racial/ethnic and educational attainment sub groups and will
not add up to 100%
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For Latino small businesses and low-wage workers, affordability is increasingly challenged by the
cumulative changes in health insurance premiums, inflation, and workers’ earnings. The trend has a
direct impact on the question of what is affordable, and if disparities will be addressed. In Texas, severe
affordability issues are exemplified by the following:*!

e Health insurance premiums for working families increased by 86.8% from 2000 to 2007, while the
median earnings of Texas’ workers increased by only 15% ($23,032 to $26,484). Health insurance
premiums rose 5.8 times faster than median earnings.

e Family health coverage (employer and worker share of premiums combined) rose from $6,638 to
$12,403.

e Family health coverage for the employer’s portion rose from $4,879 to $9,191, while the worker’s
portion rose from $1,759 to $3,212.

e Individual health coverage (employer and worker share of premiums combined) rose from $2,627 to
$4,385.

e Individual health coverage for the employer’s portion rose from $2,220 to $3,613 while the worker’s
portion rose from $407 to $772.

For small business employers and their employees the challenges include:*

e Less than half of employees working in firms work for an employer offering coverage, compared to
93% in large firms. There are fewer in Texas than nationally.

e Of the 1.9 million employees working in small firms, less than 800,000 (42%) are eligible for
coverage and less than 650,000 (32%) are enrolled.

e Texas families pay a higher share of premiums, deductibles, and out-of-pocket expenses for health
insurance than nationally.

e The majority of small business employers who do not offer coverage report that they can only pay
$100.00 or less per employee per month for health insurance.

A recent Institute of Medicine report notes, “Businesses must realize there are real bottom-line costs
associated with health disparities. Employers cannot afford to continue shouldering the costs and
consequences (illnesses, disabilities, premature death) of unnecessary or unequal health care particularly
in light of a more diverse workforce.” Racial and ethnicity minorities will comprise the majority of the
U.S. population by 2042, and over 50% of the working-age population (30% Latino, 15% Black, and
9.6% Asian) by 2039, up from 34% in 2008. Latinos are projected to represent over 53% of the Texas
population in 2040 compared to 32% and 10% for Anglos and African Americans respectively.**

Documented research demonstrates that high risks pools, health saving accounts, and the like have had
limited impact in helping small businesses acquire affordable health insurance coverage.”> Further,
research shows that tax credits and subsidies must be well-developed and targeted to either the small
business and/or individual employees to improve their chance of success.”® In Texas, legislative efforts
have had limited success in helping small businesses or low-wage workers to successfully purchase
affordable health insurance coverage through high risks pools or tax credits.*’

In summary, research repeatedly demonstrates the disadvantaged position of small businesses, as

exemplified by the following issues:*®

e A decade-old trend of rising premium cost;

e Higher premium cost disparities between small and large businesses;

e More limited health plan choices and less comprehensive health benefits;

e Disproportionately higher operating costs for small businesses;

e Health insurance access disparities between higher and lower-wage workers within small and large
firms;
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e A more severe decline in their ability to offer affordable health insurance compared to larger
businesses;

e A lack of access to affordable health insurance coverage in private health insurance market for
individuals or their families.

The current health reform proposals contain policies directed at addressing the negative impacts that
health care costs are having on business, particularly policies that will assist small businesses to have
access to affordable health insurance coverage.”’ According to proponents, 233,000 small businesses in
Texas could be helped, and they would also be exempt from any employer responsibility provisions.
Several important means are identified for providing access to affordable coverage: 1) a health insurance
exchange that pools small businesses and their employees with millions of other Americans to increase
purchasing power and competition in the insurance market: 2) tax credit for small businesses (with less
than 50 employees); 3) termination of the ‘hidden tax’ on small businesses that provide health insurance,
4) prevention of arbitrary premium hikes; and 5) prevention of denial of coverage or high costs because of
pre-existing health conditions.

There is, of course, heated debate about the impact that current health care reform proposals will have,
and whether a final bill will either help or hurt small business regarding access to affordable health
insurance coverage, as well as whether it will strengthen their long-term competitive growth and
development. The strongest opposition has been from the U.S. Chamber of Commerce and National
Federation of Independent Businesses, with some beginning support from the Business Roundtable.
Whereas other business groups such as the Small Business Majority, Main Street Alliance, and National
Minority Business Council have indicated strong support for the proposed reforms.

The importance of meaningful health care reform for small businesses and the disproportionate large
number of uninsured Latinos is evident. As such, affordable health insurance expansion for small
businesses and Latinos must consider:

Health Disparities - Over the next decade, the prevalence of disease will shift from White non-Latinos to
Latinos who are primarily young and of working age. Therefore, socio-economic conditions coupled with
existing health disparities and environmental circumstances of uninsured Latinos must be considered in
order to successfully develop and implement effective policy solutions.

Affordability - Latinos are most likely to have lower education attainment, to live in poverty, have less
disposable income, and be uninsured, and work in small businesses. Improvements to the system must
include significantly reduced costs.

Accessibility - It is vital to healthy outcomes that services be accessible. Texas Latinos are not only the
most uninsured, but are also more likely to reside in medically and health professions underserved areas.

National data indicate that over the next 10 years, Latino-owned businesses will have a growth rate of
8%--3 times the rate of U.S. firms overall, and their revenue and worker growth is also expected to be
higher.*® The most recent business data (2002) indicated that 18.4% (319,340) of all (1,694,485) Texas
business owners were Latino, which represented a 32.8% increase from 1997. According to the State
Comptroller, Latinos help propel the Texas economy. Latinos contributed more than 171 billion in 2008,
and expected to rise to 252 billion by 2013 (47% increase), plus significant growth is expected in Latino-
owned businesses.’’

While all small businesses may share common concerns, it is imperative to determine if the experiences
and perspectives of Latino small businesses are truly known and are accurately and adequately
represented in the health reform debate. The disproportionate negative impacts are probably greater on
Latino small businesses, their employees and families. While Latinos continue to grow in population,
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labor force, and entrepreneurship, access to healthcare and prevention are negatively impacting Latinos,
hence the economic well-being of Texas. Latino small business opportunities are more limited regarding
maintaining affordable and comprehensive health insurance benefits for their employees, while continuing
to prosper in size and profits.

In summary, of 23 million Texans, one in three is Latino (36.5%), and their projected growth and
economic contributions combined with improved health care access can further ensure our state’s
productivity. Health insurance coverage increases the likelihood for regular access to a medical home for
preventive primary care and access in the event of an unanticipated health care need. In short, access
should provide the opportunity to maintain good health and not add to the risk of financial health care
debt. Further, the coverage cost should not be a barrier to parents to pursue and retain individual and
family financial security and self-sufficiency. The objective should be to reduce disparities, not increase
them. Provided with affordable opportunities to access coverage for themselves and their employees,
small businesses can increase their growth and make significant contributions to reducing the number of
uninsured Latinos while improving their overall health status. All of Texas and all of its residents will
benefit, thereby insuring the economic growth and prosperity of the state for decades to come.
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