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Although it is difficult to prove beyond all doubt that the Affordable Care Act is slowing job growth and prompting 
employers to hire part-time or contract workers, mounting evidence suggests that this is in fact the case. Employers in 
Texas and other states have lately reported that the ACA is increasing overall costs, reducing full-time employees, and 

increasing the use of part-time and contract workers.

Federal Reserve Bank surveys last month in New York, Philadelphia, and Dallas asked employers about the effects of the ACA 
on hiring and employee healthcare costs. Results showed that a vast majority of surveyed firms are facing higher costs and that 
a significant number are responding by passing along premium hikes to employees, hiring fewer full-time workers, or hiring 
more part-time workers and contractors.

The New York and Philadelphia surveys reflected the results of the Dallas survey, in which about 84 percent of surveyed 
manufacturing firms said the ACA increased health care costs this year and expect it will do the same next year, while about 
90 percent of service firms are bracing for higher costs in 2015.

In addition, the Dallas Fed survey found:

 � More than a quarter of manufacturers now employ fewer workers, and more than 16 percent said they hired more part-time 
workers;

 � More than 17 percent said they outsourced more work;

 � 20 percent said they are paying employees less;

 � Among service firms, more than 40 percent said the number of workers that are part-time, temporary, contract, or out-
sourced to other firms, has increased.

These results point to larger effects of the ACA on the economy in Texas and nationwide. A recent report from the Bureau of 
Labor Statistics found that the economy added just 142,000 jobs in August, far short of the 230,000 forecast, while numbers for 
June and July were revised downward by 28,000 combined.

The report compliments a study published September 9 by the American Action Forum, which found the ACA has cost 
Americans employed by small businesses $22.6 billion in foregone income and resulted in 350,000 lost small business jobs. 
Texas alone has lost 29,885 jobs in businesses with between 20 and 49 employees due to an average premium hike of nearly 20 
percent under the ACA, according to the report. Among Texas businesses with between 50 to 99 employees, premium hikes 
caused by the ACA have resulted in an average annual loss in take-home pay of more than $1,000 per worker.

Perhaps more important than the number of jobs lost is the labor force participation rate—the number of those either work-
ing or looking for work as share of the total population—which is at its lowest point since the 1970s. A CBO report issued in 
late August projected the labor force participation rate will not return to pre-recession levels over the next decade. It cited the 
ACA as the reason: “with the largest effect stemming from the subsidies that reduce the cost of purchasing health insurance 
through the exchanges.”
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A State-based Alternative
One possible state-based alternative to the ACA’s individual mandate is to create a self-insurance program targeted at self-employed 
or contract workers, whereby individuals could be issued a certificate of authority by the Texas Department of Insurance if they set 
aside a certain percentage of monthly income to pay for medical expenses.

By taking this savings-based approach, individuals could fulfill the ACA’s individual mandate without having to purchase costly 
coverage through the exchange or, for those who work at small firms, rely on employers to provide insurance. An individual with 
a certificate of authority from TDI would be able to insure their spouse and dependents as a dedicated self-insurer, in compliance 
with the ACA’s individual mandate.

A version of this proposal was passed by the Texas House last session. HB 2732 created a self-insurance program but set very high 
capital requirements. An amended draft version of the bill swaps capital requirements for a percentage of monthly income, capped 
at a certain amount.

Such a program could be further modified by being coupled with a state-sponsored reinsurance program for self-insured indi-
viduals, which would protect self-insurers from severe losses at the outset and prompt more Texans to choose self-insurance over 
costly ACA exchange coverage or no coverage at all.
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