Small businesses in Texas face many challenges when creating employee benefit packages, and healthcare costs
remain one of the most important considerations. As medical expenses continue to change, business owners
must carefully evaluate insurance options that provide valuable employee coverage while maintaining financial
stability.

Choosing the right Texas insurance for small business requires understanding available health insurance
models, comparing costs, and identifying plans that align with employee needs. Traditional options such as Small
Business Health Options Program (SHOP) plans, along with newer approaches like level-funded health insurance,

provide different advantages depending on a company'’s size, budget, and goals.
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This guide explains the differences between SHOP and level-funded plans, how each option works, key factors to

consider, and how Texas small businesses can make informed decisions in a high-cost healthcare environment.

Understanding Health Insurance Challenges for Texas Small Businesses

Healthcare benefits are among the most valuable offerings employers can provide, but rising medical costs have
made benefit planning more complex. Small businesses often have fewer resources than larger organizations,

making it important to select insurance options carefully.
Business owners must balance several priorities, including:

® Providing quality healthcare coverage
* Managing monthly premium expenses
* Meeting employee expectations

* Maintaining financial predictability

* Creating competitive benefits packages

A well-designed health insurance strategy can help businesses support employees while controlling long-term

costs.

What Is SHOP Health Insurance for Small Businesses?



The Small Business Health Options Program, commonly known as SHOP, is a marketplace-based health insurance

option designed to help eligible small businesses provide coverage to employees.

SHOP plans allow qualifying employers to compare available health insurance plans and select coverage options

that fit their workforce needs.

How SHOP Plans Work

SHOP health insurance operates through a structured marketplace where small businesses can review available
coverage options. Employers typically choose a plan or contribution structure, and eligible employees receive

access to healthcare coverage.

Depending on eligibility requirements, businesses may also have access to certain tax advantages associated with

providing employee health insurance.

Potential Benefits of SHOP Plans

® Access to small business health insurance options

e Multiple plan choices in one marketplace

e Structured enrollment process

* Potential eligibility for small business healthcare tax benefits

e Simplified comparison of coverage options

Potential Considerations of SHOP Plans

While SHOP plans can provide a structured solution, businesses should evaluate whether available plans meet

employee expectations and budget requirements.
Factors to consider include:

* Available provider networks
® Premium costs

* Employee contribution requirements

Coverage flexibility

Plan availability in specific locations

What Is Level-Funded Health Insurance?

Level-funded health insurance is an alternative approach that combines features of traditional fully insured plans

with elements commonly associated with self-funded arrangements.

With level-funded plans, employers typically pay a predictable monthly amount that includes estimated claims
costs, administrative fees, and stop-loss protection. At the end of the plan year, some arrangements may allow

employers to receive a refund if claims are lower than expected, depending on the plan terms.

How Level-Funded Plans Work

Level-funded plans are designed around predictable monthly payments. Instead of dealing with changing claim

expenses throughout the year, employers have a more consistent budgeting structure.

The monthly payment may include:
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® Expected employee healthcare claims
* Administrative expenses

e Stop-loss insurance protection

Potential Advantages of Level-Funded Plans

Level-funded insurance has become an option many small businesses explore because of its potential cost

management features.
Possible benefits include:

® Predictable monthly expenses

® Potential savings opportunities

® Access to detailed claims information
® Flexible plan designs

® Protection against unexpectedly high claims

Potential Considerations of Level-Funded Plans

Level-funded plans may not be suitable for every business. Employers should carefully review plan requirements,

employee health needs, and financial considerations before selecting this approach.
Important considerations may include:

® Employee participation requirements
® Plan eligibility rules

* Administrative responsibilities

® Claims performance factors

® Long-term cost expectations

SHOP vs. Level-Funded Insurance: Key Differences

Feature SHOP Plans Level-Funded Plans Plan Structure Marketplace-based group health insurance Employer-
funded arrangement with fixed monthly payments Cost Predictability Based on selected premiums Designed

around predictable monthly costs Risk Management Traditional insurance structure Includes stop-loss protection



features Flexibility Depends on available marketplace plans May provide customized plan designs Best Fit

Businesses seeking marketplace options Businesses exploring alternative cost structures

Factors Texas Businesses Should Consider Before Choosing a Plan

Selecting the right healthcare option requires more than comparing monthly premiums. Small business owners

should evaluate how each plan fits their workforce and long-term goals.

Business Size and Employee Count

The number of employees can influence available insurance options, pricing, and participation requirements.

Smaller companies may have different needs compared with growing organizations.

Employee Healthcare Needs

Understanding employee expectations is important when selecting coverage. Businesses should consider factors

such as:

Preferred healthcare providers
® Family coverage needs

® Prescription requirements

® Specialist access

® Healthcare preferences

Budget and Cost Management Goals

Healthcare expenses can represent a significant business investment. Employers should evaluate both immediate

costs and long-term affordability.

Provider Networks

Employees often value convenient access to doctors, hospitals, and specialists. Reviewing provider networks

helps ensure the selected plan provides practical healthcare access.
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Employee Contribution Strategy



Employers should determine how much they will contribute toward premiums and how employee costs will Texas

employee benefit packages be structured.

How Small Businesses Can Control Healthcare Costs

Managing healthcare expenses does not always mean reducing benefits. Businesses can use strategic approaches

to improve value while controlling costs.

Compare Multiple Insurance Options

Reviewing different plans allows businesses to identify coverage options that provide the right balance between

affordability and employee value.

Encourage Preventive Healthcare

Preventive care programs can support employee wellness and encourage early healthcare management.

Consider Employee Wellness Programs

Wellness initiatives may help improve workplace health while creating additional value for employees.

Educate Employees About Benefits

Employees who understand their benefits may use healthcare resources more effectively and appreciate the value

of their coverage.

Review Benefits Annually

Healthcare needs and business conditions change over time. Annual reviews help employers adjust plans based

on new priorities.

Other Employee Benefits to Consider Alongside Health Insurance

Healthcare coverage is often the foundation of an employee benefits package, but additional benefits can

improve overall workplace value.
Common additions include:

® Dental insurance
® Vision insurance

e Life insurance

* Disability coverage
® Retirement plans
* Voluntary benefits

* Employee wellness resources

A balanced benefits package can help small businesses attract and retain employees in competitive industries.

Common Mistakes When Selecting Small Business Health Insurance
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Choosing the wrong healthcare strategy can create challenges for both employers and employees. Businesses

should avoid common mistakes such as:

e Selecting plans based only on the lowest premium
* Ignoring employee healthcare preferences

® Failing to compare different plan structures

* Not reviewing provider networks

® OQOverlooking long-term affordability

* Failing to communicate benefits clearly

The Future of Texas Small Business Health Insurance

As healthcare costs continue to evolve, Texas small businesses are exploring more flexible approaches to
employee benefits. Traditional insurance models, marketplace options, and alternative funding strategies all

provide different opportunities for businesses to create effective healthcare solutions.

The most effective approach depends on each company’'s workforce, financial goals, and long-term strategy.
Businesses that regularly review their benefits options can remain competitive while continuing to support their

employees.

Conclusion

Choosing the right Texas insurance for small business requires understanding available options and evaluating
how each solution fits company goals. SHOP plans provide a structured marketplace approach, while level-

funded plans offer an alternative model focused on predictable costs and potential savings opportunities.

By comparing coverage options, understanding employee needs, and developing a thoughtful benefits strategy,
Texas small businesses can provide valuable healthcare support while managing expenses in a high-cost

healthcare market.
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