As a small business owner or benefits decision-maker, you probably want to provide health insurance to your
employees—but where do you shop? Do you jump straight to carrier websites and compare plans or start at the
SHOP Marketplace? Are you mixing up off-exchange and on-exchange purchase routes? More importantly, are
you wasting valuable time shopping in the wrong market altogether?

In this post, I'll help you decode which market fits your business needs based on:

Understanding small group eligibility and owner-only businesses

Clarifying the difference between off-exchange and on-exchange purchase routes

Breaking down SHOP Marketplace basics and availability

Explaining Small Business Health Care Tax Credit rules and how they influence your decision

By the end of this post, you'll know whether you're shopping the right market or just spinning your wheels.




Key Terms Defined
Before diving into the nuances, let's define a few terms to keep everything crystal clear:

¢ Small Group Eligibility: Businesses with 1-50 employees (in most states) that qualify to buy small group

health insurance plans designed specifically for employers and their employees.

* Owner-Only Business: A business with no employees other than the owner(s). In many states, owner-only

businesses do not qualify for small group coverage and instead use individual marketplace plans.

¢ Individual Marketplace: A market where individuals (including sole proprietors/owner-only businesses) shop

and buy health insurance plans for themselves, often with access to subsidies/tax credits.

* SHOP Marketplace: The Small Business Health Options Program (SHOP) marketplace is a specialized

exchange for small employers to shop group plans and potentially access tax credits.

¢ Off-Exchange: Insurance plans purchased directly from an insurance carrier or through a broker, not through

a government-run marketplace.

* On-Exchange: Insurance plans purchased through a government marketplace (either the individual

marketplace or the SHOP marketplace), often with eligibility for tax credits or subsidies.

¢ Small Business Health Care Tax Credit: A federal tax credit available to qualified small businesses that pay
health insurance premiums for employees through a SHOP Marketplace plan (or a certified equivalent in some

states).

Step 1: Is Your Business Eligible for Small Group Coverage?

If you run a business with employees, figuring out whether you fall into the small group market or the

individual market is step one and critical to avoid wasting time.

Micro-Scenario: Anna’s Owner-Only Business

Anna runs a 1-person bookkeeping firm with no employees. She tries Click here for more to shop on a small
group platform but keeps getting told she's not eligible. She wastes hours contacting carriers asking why she can't

enroll. The answer? Her business is owner-only, so she must shop the individual marketplace, not small group.

Rules of Thumb — Am | Small Group Eligible?
® Your business must have at least 1T common-law employee working on payroll (not counting owners and
partners in many states) to qualify as a small group.

® Businesses with only owners, partners, or 1099 contractors often do not qualify for small group coverage and

must use the individual marketplace for insurance purchases.

e Different states have slightly different thresholds, usually defined by the number of employees on payroll in

the previous calendar year.

Why does it matter? Trying to shop small group plans as an owner-only business wastes time because you won't

qualify for the group rates, enroliment periods, or the Small Business Tax Credit that comes with them.

Step 2: Understand Off-Exchange vs On-Exchange Purchase Methods

Many people confuse off-exchange and on-exchange with plan quality or benefits. This is a mistake. These terms
refer to purchase routes, not plan quality.
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* On-Exchange means buying via the government marketplace platform (SHOP or individual marketplace).

These platforms verify eligibility for tax credits and subsidies.

e Off-Exchange means buying the same or similar plans directly from the carrier or through a broker outside

the marketplace.

Importantly, the plans themselves may be identical or very similar, but subsidies and tax credits only apply on-

exchange.

Mini-Scenario: Janelle’s Small Group Confusion

Janelle has 5 employees. She shops plans directly from carriers off-exchange and notices premiums seem similar to
what she saw on the SHOP Marketplace. Thinking "off-exchange plans are better,” she almost signs up without tax

credit eligibility, losing money.

The truth: On-exchange plans are not inherently “better,” but they can come with tax credits that dramatically

lower effective costs.

Step 3: SHOP Marketplace Basics and Availability Limits

The SHOP Marketplace is a specialized platform where small businesses (usually 1-50 employees) shop and
enroll in group health plans. It offers features such as:

® Easy online employee choice (in some states)

® Potential eligibility for the Small Business Health Care Tax Credit

¢ Standardized plan options verified by the government

® Choice of carriers participating in your area’s SHOP Marketplace network

Limitations to Keep in Mind
* Not all states operate a fully functional SHOP Marketplace; some use the federal platform, and some don't
offer SHOP at all.

* Some counties or regions have limited carrier participation within SHOP, so plan options may be narrower

than off-exchange opportunities.

® Businesses must apply during open enrollment or qualify for a special enrollment period triggered by

qualifying events.

® Businesses with only owners or no common-law employees are ineligible.

Always verify your state’'s SHOP Marketplace availability and your county’s carrier list before diving into shopping.

Step 4: Why Small Business Health Care Tax Credit Rules Can Drive
Your Decision
The Small Business Health Care Tax Credit is a powerful incentive designed to encourage small businesses to

offer health insurance.

Tax Credit Criteria

® Must have fewer than 25 full-time equivalent employees

* Average employee wages must be less than roughly $58,000 (indexed annually)



® The business must contribute at least 50% of the employees’ health insurance premiums

* Coverage must be purchased through the SHOP Marketplace or a SHOP-certified equivalent (in some

states)

® Only applies to employees, not owners or partners

The tax credit can be worth up to 50% of premium costs (up to 35% for tax-exempt employers), which is a huge

savings.

Why This Matters for Shopping Markets
e |f you buy off-exchange or as an owner-only business, you're not eligible for this credit, which may mean
you're spending more than you need to.

e |f you meet small group eligibility and shop on SHOP, you might qualify, drastically lowering your actual

costs.

* Failing to factor in the tax credit often leads businesses to pick plans that seem cheaper upfront but cost more

net after missing credits.

How to Avoid Wasting Time Shopping the Wrong Market
Here's a checklist to make sure you start shopping in the most productive marketplace for your business:

1. Verify your business size and employee makeup: Confirm if you have common-law employees beyond

just owners or contractors.

2. Confirm your state’s SHOP Marketplace status: Visit your state’'s exchange website or HealthCare.gov's
SHOP section to see if SHOP operates in your county.

3. Compare off-exchange and on-exchange routes: Look at the same plans’ prices and note subsidy
eligibility differences.
4. Determine your heck out of tax credit eligibility: Calculate if your average wage and contribution levels

meet criteria.

5. Avoid assuming “off-exchange = better plans”: Instead, focus on total cost, including tax credits and

subsidies.

6. Leverage a broker or expert familiar with your state’s rules: A local expert can save you hours of

confusion and prevent costly mistakes.

Summary Table: Market Shopping at a Glance

Factor Individual Marketplace SHOP Marketplace (Small Group) Off-Exchange Direct Who Shops Here? Owners-
only; individuals without employees Businesses with 1+ common-law employees; small groups Any business or
person directly choosing carrier plans Tax Credit Eligibility Available for individuals & families (premium subsidies)
Small Business Health Care Tax Credit up to 50% None Plan Quality Standardized by marketplace Standardized by
marketplace May be same or similar plans as marketplace Carrier Choice Depends on marketplace participation

Limited to SHOP carriers in your area Usually broad, carrier-dependent

Final Thoughts

Shopping for health insurance can feel overwhelming, especially for micro-businesses balancing owner-only status,
small group eligibility, and multiple purchase routes. The main takeaway:



* Don’t assume “off-exchange” plans are better—the route you buy through and your eligibility for tax

credits can make a huge difference.
* Know your business’s proper market by confirming employee count and owner status.
® Use the SHOP Marketplace if you qualify to tap into the powerful Small Business Health Care Tax Credit.
® Consider local rules and carrier participation before investing hours shopping wrong markets.

If you're unsure where your business fits or want to stop wasting time and money, consider consulting a broker

with expertise in small group eligibility and SHOP Marketplace options in your state and county.

With clarity in markets and eligibility, you'll shop smarter, not longer.



