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Dear Chair Needham and Cost Board members:

On behalf of NFIB and its nearly 7,000 small business owners in Washington state, thank
you for the opportunity to testify before the Board at its meeting this week. Given the
relatively short time allotted and complexity of the topic, please accept this additional
information to help provide context for our remarks.

Earlier this year, NFIB issued a policy paper, “Addressing the Health Insurance Affordability
Crisis for Small Businesses.” Its recommendations are directed at federal action, but several
are applicable to state policy decisions as well.

Key Findings (nationally)

» For nearly 40 years, NFIB members have consistently identified the rising cost of health
insurance as their number one business concern.

»= The small-group market is in freefall, with enroliment plummeting from 15 million
individuals in 2014 to just 8.5 million in 2023, a 44% drop.

= Average premiums for small businesses have skyrocketed: Average single plan
premiums have gone up 120% in the last two decades, while average family plan
premiums have increased by 129% for firms with 50 or fewer employees.

= Only 30% of small businesses offer health insurance, down from nearly 50% in 2000.

» Ninety-eight percent of small businesses say they are concerned about whether they
will be able to afford to continue offering health insurance in the next five years.

» Small businesses pay twice as much for health insurance as large businesses. Firms
with less than $600,000 in revenue spend nearly 12% of payroll on health benefits,
compared to 7% for firms with over $2.4 million in revenue.

Washington state’s small businesses are experiencing these same trends and impacts.


https://www.nfib.com/wp-content/uploads/2025/02/Health-Care-Coverage-Policy-Paper-07.pdf
https://www.nfib.com/

While not all are directly applicable to the work of the Health
Care Cost Transparency Board, NFIB offers the following
observations and suggestions that may spur future Board
efforts or those of its member entities, including the Health
Care Authority, Office of the Insurance Commissioner (OIC),
and Health Benefit Exchange.

Promote Price Transparency and Price Certainty

When health care providers and insurers disclose the costs
of their services and treatments, small businesses can make
more informed decisions about which plans and providers
to choose. Finding that information can be difficult,
however.

* Pharmacy Benefit Managers - These continue to be a
“black box" in the health care industry. While we are
encouraged by the enactment of SB 5213 (2024), most
PBM regulatory and reporting requirements take effect
January 1, 2026. It will be some time before enough data
is gathered that will allow policymakers, regulators, and
researchers to better understand PBM operations and
practices in hopes of identifying cost-drivers or potential
savings. Meanwhile, serious questions remain about
whether and how rebates or discounted acquisition
prices are passed along to consumers.

* Insurer unrestricted surpluses or “unassigned funds” -
The state’s two largest domestic health insurers have
amassed more than $3 billion between them, beyond
the future cost of all claims its policyholders have filed.
OIC has had authority to consider these unassigned
funds in rate reviews since 2020, but has thus far
declined to do so. As double-digit rate increase requests
have become the norm for these insurers, additional
scrutiny must be given to run-away rate increases, and
additional tools employed to mitigate them.

» Charity careand community benefit requirements -
Now that the state Department of Health is collecting
and reporting more non-profit hospital charity care data,
policymakers should routinely review that information to
ensure compliance with state law and consider assessing
back taxes or penalties, or utilizing other claw back
methods to recoup state dollars if those requirements
are not met.

»= 340B Drug Pricing Program - 340Bis a federal program
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“For 2025, our premiums
increased so much that |
had to make a choice
between cutting pay,
cutting coverage, cutting
other overhead, or
increasing prices. | wanted
to keep the coverage for
my employees, already
have cut overhead
significantly, and have
been forced to raise prices
the last couple years.

“For 2024 renewal |
implemented cost sharing
of S50 per month from
each employee’s check.
What | came up with was
each employee (4) would
have an un-paid day off
each month. That almost
covers the increase.

“I'm not sure what the
[2026] renewal is going to
be, but we might have to
drop from Silver to Bronze
coverage, employees
might need to take
another un-paid day off
each month, or increase
how much each employee
will need to contribute.

“Our plan has become
very expensive with high
deductibles, co-pays and
other cost sharing, not like
| used to be able to
provide my employees.

“This has affected my
coverage and pay the
same as the employees,
only | don’t get a day off.”

— Larry, Bellingham


https://app.leg.wa.gov/BillSummary/?BillNumber=5213&Year=2023&Initiative=false

“It is very important to
me to be able to provide
my employees with health
insurance. Every year the
costs go up and the
coverage available to
choose from gets worse. |
currently pay over
$100,000/year for my 15
employees. The biggest
problem | have every year
is that there are no
options. | get to choose
between 2-3 plans that
are very expensive and
have high deductibles with
higher and higher
coinsurance
requirements. Having
options is incredibly
important to be able to
make sound business
decisions. The landscape
for small businesses is
currently very difficult
overall. Cost of
employees, materials, and
taxes are all up, we need
to have some type of
relief.”

— Kris, Olympia

allowing qualifying hospitals and clinics to purchase
prescription drugs at heavily discounted prices. A recent
IQVIA study, “The Cost of the 340B Program to the States,”
claims 340B actually increases costs to Washington
employers and their employees by $262 million, and
government by $37 million, annually due to lost rebates. An
October 2025 |ssue Brief from the Health Care Cost Institute,
“ESI Payments to 340B Hospitals are Multiples Higher than
Their Estimated Acquisition Costs,” claims the price charged
to patients with employer-sponsored insurance were 2 to 10
times greater than the 340B acquisition cost to the hospital.
Adding insult to injury, patients are often hit with hospital
add-on fees since a growing portion of provider-
administered drugs are now done in a hospital-owned
outpatient setting. The prospect of 340B drugs being
acquired by hospitals at very little cost, but dispensed to
patients at full retail price is concerning. Participating
hospitals are required to use the dollars from that spread to
benefit qualifying patients. However, a lack of transparency
prevents policymakers and the public from knowing the
extent to which this is occurring. Alarmingly, through their
hospital contracts, PBMs and large pharmacy chains may be
improperly acquiring medications at 340B prices, but selling
to non-qualifying patients or others in the supply chain at
inflated prices. This provides no benefit to patients 340B is
intended to serve, and drives up costs to employers and
other purchasers. Regulatory agencies and policymakers
should reject attempts to establish “any willing provider”
type requirements mandating 340B sales to PBMs or
contract pharmacies. Similarly, efforts to prevent
manufacturers, researchers, or regulators from obtaining
information like claims data to validate that 340B products
and funds are being utilized for their intended purposes
should be rejected. More transparency, not less, is essential
in this growing cost center.

Examine Small Group Market Conditions

As mentioned above, the small group market nationally
appears to be in a death spiral. Small business owners in
Washington state regularly complain about the lack of
affordable, quality health insurance options available to
them and their employees. Even those enrolled in AHPs
often note the challenges of ever-increasing costs.
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https://www.iqvia.com/locations/united-states/library/fact-sheets/the-cost-of-the-340b-program-to-states
https://www.iqvia.com/-/media/iqvia/pdfs/us/fact-sheet/340b-fact-sheets/washington--cost-of-340b-fact-sheet.pdf
https://healthcostinstitute.org/images/pdfs/LLS_340B.pdf

The HCCTB may be in a unique position to convene stakeholders and policymakers to
examine Washington’'s small group market and develop recommendations to improve its
offerings, competitiveness, and affordability. Providing small-business owners more
opportunities to offer employer-sponsored plans could meaningfully impact a host of
health care and health insurance concerns, such as expanding overall commercial market
enrollment, reducing the number of un- and under-insured individuals, moving some Apple
Health enrollees to commercial coverage, improving access to preventative care, and
encouraging early medical diagnoses and interventions to reduce emergency and
avoidable chronic conditions.

Revisit Small Business Health Options Program (SHOP)

About a dozen states have functioning Exchange-based SHOP plans available to small
businesses. UnitedHealthcare and Blue Cross / Blue Shield offer these plans in most or all
of those states, yet have been unwilling to do so here in Washington. Some have suggested
the strength of our state’s Association Health Plan market may be a key reason these
carriers are not interested in investing in SHOP offerings. Now that we have nearly 15
years' experience operating a state-based Exchange, perhaps it is time to revisit the SHOP
concept to see if there is role for it here, and any appetite from the insurers to offer plans
to small employers through the Exchange.

Expand Individual Coverage Health Reimbursement Arrangements (ICHRAs)

As fewer small businesses can afford to offer traditional employer-sponsored health
insurance, and health insurance subsidies diminish, alternative methods of providing or
assisting small-businesses employees in securing coverage must be explored. ICHRAS give
employers the ability to reimburse workers who buy their own health insurance instead of
the company offering a traditional group plan. They also allow employees the flexibility to
choose individual plans that best meet their needs, potentially lowering costs through
more tailored coverage.

As more small employers and their workers utilize the state Health Benefit Exchange to
access health insurance, the Exchange should ensure that some (or all) of its offerings are
ICHRA compatible and provide information about ICHRA options as part of its outreach
efforts to employers and enrollees.

If ICHRAS are within the regulatory scope of the OIC, that office should work with agents
and brokers to improve awareness of these plans and ensure that ICHRAs do not face
undue regulatory or administrative hurdles.

Expand Access to Health Savings Accounts (HSAs)

HSAs provide significant tax advantages and flexibility in managing health care expenses,
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making them a valuable tool for employees and the self-
employed.

Here in Washington state, NFIB has long suggested the
Legislature and Exchange Board explore methods of pairing
HSAs with Bronze plans offered through the Exchange, and
communicated the same to both organizations. Many
consumers are drawn to Bronze plans based solely on
premium cost. Without an HSA to accompany those plans,
employees of small businesses miss the potential
opportunity to receive employer contributions, and these
enrollees may lack the resources to meet the high
deductibles and other cost-sharing requirements of plans in
this tier.

Reduce One-Size-Fits-All Mandates

Recognizing that federal Essential Health Benefit mandates
limit the state’s ability to modify certain coverage
requirements, we will instead focus on two issues where
NFIB has long objected to certain Exchange and legislative
benefit design initiatives.

There has been an on-going effort to make so-called
“standard plans” the primary or only plan type available in
the Exchange. We believe that is a mistake. “Standard plans”
as we use the term today, do not reflect the intent of the
state Department of Health patient out-of-pocket cost task
force, which recommended them. As originally proposed,
standard plans were geared toward high health care
utilizers and as a means of avoiding the “first quarter cliff”
where these individuals or their families faced huge
deductibles at the first of each year due to the high cost of
treatments or prescriptions. These plans addressed those
challenges by having lower deductibles, offset by higher
monthly premiums and greater cost-sharing outside of the
deductible. Since that is no longer how these plans function,
we suggest the Exchange explore requiring a renamed and
retooled gold-tier plan design that returns to the original
concept of a lower deductible, higher premium plan better
meeting the needs of consumers with long-term, high-cost
medical conditions.

In our view, today’s standard plans have become too
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“When budgets are tight,
we don't buy everything
on our list, we pare it
down to the essentials.
We should be able to do
the same with the benefit
structure of our insurance
plan. Instead, we are
forced to choose between
higher deductibles,
passing along more of the
cost-share to our
employees, or ending the
benefit altogether. We
should have the option to
purchase plans with
benefit structures that
meet the actual needs of
our employees.

— Gina, Spokane Valley



expansive and expensive. Despite objections from NFIB, the Exchange has routinely added
benefits to this plan design nearly each plan year. Not surprisingly, premiums and cost-
sharing have increased as a result.

The Exchange should consider revisiting these requirements. We suggest a thorough
utilization review of existing plan designs to determine what benefits are used the most,
and the least, particularly by policyholders in the bronze and silver tiers. This could present
the opportunity to establish a plan design better tailored to, and perhaps more affordable
for, Exchange enrollees. Those benefits used less and costing more could be shifted to
gold-tier or high-silver offerings.

Better Target Cascade Care Subsidies

As federal tax credits diminish, state Cascade Care subsidies will become more important.
However, the state’s budget situation makes increasing those funds unlikely, at least in the
near term. As a result, the Exchange should prioritize allocating those funds on a sliding
scale to enrollees closest to expanded Medicaid eligibility. There should be no more zero-
dollar premiums. We hope this could lead to more stable, long-term transitions from Apple
Health to the commercial market. A more robust commercial market benefits everyone.

Address Provider Consolidation

Independent medical practices are small businesses. As such they face the same challenges
of providing affordable health coverage to their employees. In addition, a myriad of other
increasing costs and, in many cases, decades-long stagnation in reimbursement rates, too
often force them to sell to hospitals, larger practices, or even private equity firms. This
takes decision-making out of local hands, priorities profitability over patient needs, reduces
choice and competition, and often leaves our communities poorer for it.

While we understand the motivation of hospitals to expand and absorb other provider
groups to improve their bargaining power against the insurers, as well as the financial
challenges driving independent providers to sell to hospitals, unbridled consolidation is
proving too costly to consumers. Closer scrutiny must be given to consolidation among
health care providers and the added charges it allows.

Small-business owners, and consumers in general, would benefit from site-neutral
payment policies, which studies find would reduce health expenditures and result in lower
premiums and cost sharing. The Legislature should restrict or prohibit off-campus hospital
outpatient departments from billing add-on hospital fees.

Similarly, the market distortions caused by the growth in mergers, acquisitions, and wholly
owned subsidiaries among insurers, PBMs, and health systems should be cause for alarm.
Vertical integration and self-dealing can result in opaque pricing strategies that allow
insurers to increase profits outside of the MLR, and drive consumers prices higher. We
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must pay closer attention to these changing market dynamics in the healthcare industry.
Increase Medical Loss Ratios (MLRs)

Among the recommendations contained in the OIC’s July 2024, Final Report on Health Care
Affordability, increasing the Medical Loss Ratio for the individual, small group, and fully
insured large group health insurance markets to 88% presents intriguing opportunities to
lower premiums, increase provider reimbursements, generate $144 million in increased
state tax receipts over four years, or some combination thereof.

As the report explains (see p. 38), the average MLR is already 89% in the individual market,
86.7% for the small group market, and 89.5% for the fully insured large group market
based on 2022 data. Increasing the requirement to 88% across the board would affect five
insurers in the individual market, six small group carriers, and just four in the fully insured
large group market. This change should be more fully explored by policymakers and
regulators.

In addition, the HCCTB, OIC, and others should investigate how widespread the practice of
insurers including internal charges and transactions with wholly owned subsidiaries as part
of their MLR expenditures has become. Allowing an insurer to spin off prior authorization,
utilization review, “payment accuracy,” IT and analytics, and other services and then
effectively charge themselves for those services does little more than inflate system and
premium costs, and undermines the intent of the medical loss ratio to limit profits and
direct premium dollars to actual medical care. If such practices are in fact contributing to
higher costs, the Legislature should consider limiting or prohibiting them.

Again, we thank the HCCTB for the opportunity to comment on these important issues and
stand ready to engage with you and other interested parties to control costs and instill
greater transparency in the state’s health care market.

Respectfully submitted,

Pt FOnl

rick Connor
Washington State Director


https://www.insurance.wa.gov/sites/default/files/2024-12/health-care-cost-afford-rprt-nov-5.pdf
https://www.insurance.wa.gov/sites/default/files/2024-12/health-care-cost-afford-rprt-nov-5.pdf

