Starting or running a micro-business (1 to 25 employees) comes with enough questions, especially when it comes
to health insurance. One common head-scratcher is: what if there are no SHOP Marketplace plans available in
my area? Does that mean you're out of luck for small group coverage or missing out on valuable tax credits? Not

exactly.

As a 12-year small-group health insurance broker who's helped countless micro-businesses navigate these twists,
I'm here to break down what “no SHOP availability” means—and most importantly, what your options truly are.
Along the way, I'll define key terms, illustrate scenarios, and clear up common misconceptions about buying "on-

exchange" vs. "off-exchange," eligibility rules, tax credits, and the real impact on your bottom line.

Understanding the SHOP Marketplace: The Basics

SHOP Marketplace stands for the Small Business Health Options Program. It's a state or federally run platform
where small employers (1-25 employees) can shop for health plans, often with streamlined enrollment and billing.
SHOP plans are designed to meet small business needs and usually offer access to the Small Business Health

Care Tax Credit under IRS rules.

What Does “No SHOP Availability” Mean?

* It's a coverage gap by geography. Your county or region may not have carriers offering plans through the

SHOP marketplace.

¢ It doesn't mean no small group insurance. Many carriers sell small group plans directly to employers off

the SHOP exchange.

* Availability differs by state, county, and carrier networks. Some areas have robust SHOP options, others

have limited or none.

Here's what kills me: example scenario: in county a, three carriers participate in the shop marketplace offering
several plans for micro-businesses. In neighboring County B, none of those carriers have chosen to participate in
SHOP, so no plans show up on the marketplace site. However, those same carriers may sell you identical or very

similar plans if you contact them directly.

On-Exchange vs. Off-Exchange: Purchase Routes, Not Plan Quality

It's crucial to understand that "on-exchange" (using a platform like SHOP or the individual marketplace) vs. "off-
exchange" (buying directly from a carrier) refers to the purchase route, not the inherent quality or benefits of the

insurance plans.
* On-exchange policies are sold through officially licensed marketplaces like the SHOP Marketplace. These
platforms may offer standardized plans and easier administrative functions.
e Off-exchange policies are purchased through carrier websites, brokers, or agents but are often the very
same plans.

Simply put, whether you buy “on” or “off" exchange:

* The benefits and networks tend to be the same or very similar.
® Premiums may be identical or very close; small differences often reflect administrative fees or commissions.

* Some administrative conveniences or reporting benefits may differ.



Why does this distinction matter?

Some folks assume SHOP plans are “"better” by default or that buying off-exchange means missing out on key

benefits. That's not true. But the choice impacts other things — like eligibility for tax credits.. Exactly.

Individual vs. Small Group Eligibility: What Counts as a Small Group?

Knowing if your business is “small group” eligible is critical before hunting for SHOP or other small group plans.

Let's define terms:
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Small Group Eligibility:
® Businesses with 1-25 employees (sometimes up to 50 depending on state rules) qualify as “small group” for
health insurance purposes.
* Important: The IRS and insurers typically count common-law employees, not just owners.

* "Owner-only” businesses without employees usually do not qualify for small group plans and must look at

individual market plans instead.

Mini Scenario: Jane owns a home-based firm by herself—she cannot buy SHOP or small group plans because
there are no common-law employees. Instead, she buys individual market plans (which can also be on or off-

exchange).

In contrast, Tim has a 5-person landscaping crew as W-2 employees—his business qualifies for small group plans.



The Small Business Health Care Tax Credit: Why It Drives SHOP
Decisions

The Small Business Health Care Tax Credit is a powerful federal incentive designed to help small businesses
afford offering health insurance. However, the IRS has defined strict rules tied to how and where you buy your

coverage.

Key Rules to Know:

* Eligibility: Your business must have fewer than 25 full-time equivalent employees.
* Average wages: Your employees’ average annual wage must be under about $57,000 (as of 2024).

* Coverage through SHOP Marketplace: You must purchase your small group plan through the SHOP

exchange to qualify for the tax credit.

IRS Guidance: The IRS clearly states that buying off-exchange small group plans disqualifies you from this tax

credit, even if the plan is similar or identical.

What Does This Mean When SHOP Plans Aren’t Available?

1. If no SHOP plans are available in your area, you may still buy small group coverage directly from carriers.

2. However, you likely cannot claim the Small Business Health Care Tax Credit because the purchase
wasn't on the SHOP Marketplace.

3. Your decision then boils down to:
o Is the value of the tax credit (up to 50% of your premiums) worth considering alternative nearby SHOP
plans?
© Oris it more practical to buy directly from carriers off-exchange without the tax credit but possibly more

carrier and plan options?

Example: The Smith family’s bakery is based in County B with no SHOP plans. They want the tax credit, so they

inquire about adding an employee just across the county line where SHOP plans exist. Administrative hassle might



be worth the savings. Alternatively, they may licensed health insurance broker decide off-exchange purchase is

simpler, factoring in the lost tax credit.

SHOP Marketplace Availability: How to Check for Your Area

The first step is confirming if SHOP plans are available in your county, state, or region.

* Visit your state’s official SHOP Marketplace website or Healthcare.gov Small Business page.
® Enter your business zip code to see participating carriers and plan options.
® Call the SHOP Marketplace call center for assistance with availability questions.

* Contact licensed brokers specializing in small group insurance—they often have granular knowledge on local

SHOP participation.

What If | Can’t Buy Through SHOP in My County?

1. Contact carriers directly. Many companies sell the same plans off-exchange.
2. Check if adjacent counties have SHOP plans. Sometimes business location flexibility can help.

3. Evaluate your employee count and eligibility. If you're an owner-only business, SHOP isn't an option

anyway.

Summary Table: Key Differences Between SHOP Plans and Off-
Exchange Small Group Plans

Feature SHOP Marketplace Off-Exchange (Carrier Direct) Purchase Platform State or federal SHOP Marketplace
website Carrier websites, brokers, direct sales Plan Types Standardized small group plans from participating carriers
Same or similar plans directly from carriers Eligibility Businesses with 1-25 common-law employees Same eligibility
applies Tax Credit Eligibility Eligible for Small Business Health Care Tax Credit (IRS rule) Not eligible for tax credit if
purchased off-exchange Administrative Convenience Centralized billing/enroliment; government platform Varies by
carrier; some require separate billing/enrollment Plan Cost Usually similar to off-exchange plans Often same or

very close premiums

Final Takeaways and Recommendations

* Don’t assume no SHOP = no small group options. Carrier direct channels often fill gaps.
* Remember on-exchange vs off-exchange is a purchase method, not a mark of plan quality.

* Confirm your eligibility for small group plans by counting common-law employees, not just yourself as

the owner.
¢ If tax credits are vital, SHOP Marketplace purchase is required by IRS rules. Plan accordingly or
consider business location flexibility.

* Work with an experienced broker familiar with your state and county’s SHOP availability and rules.

Local nuances matter a lot in this space.

If you're a micro-business owner grappling with confusing plan availability and want help navigating SHOP vs off-
exchange options—let’s talk. Understanding your SHOP availability and the IRS guidance on tax credits can

save thousands and prevent surprises during renewal season.


https://homebusinessmag.com/blog/healthcare-insurance/off-exchange-health-insurance-plans/

