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Chairman Kiley, Ranking Member Adams, and members of the
subcommittee, thank you for the opportunity to participate in today’s hearing
to explore portable benefits access for independent contractors (ICs).

My name is Gabriella Hoffman, and I am a senior policy analyst with the
Independent Women’s Forum’s Center for Economic Opportunity. IWF is a
non-profit organization that advances policies that enhance people’s
freedom, opportunities, and well-being. My work has chiefly focused on
exploring opportunities for independent contractors. I am also an
award-winning freelance writer and media strategist who has personally
benefited from independent contracting opportunities.

Today, 64 million Americans partake in full-time, part-time, or occasional
freelance work. It’s estimated half of the U.S. workforce—or 86.5 million
individuals—will partake in flexible work by 2027. These workers
overwhelmingly desire tomaintain their independence and don’t
self-identify as traditional W-2 employees. Nevertheless, regulators frequently
target these individuals using worker classification tests intended to force
them back into employee arrangements, alleging they don’t have access to
employment benefits like health insurance. They believe they know what’s
best for these workers, but let’s put that hubris aside.
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Per the Internal Revenue Service (IRS), benefits are characteristic of
“employee-employer” relationships and not employer-contractor ones.
Employers can’t grant benefits to non-employees, or they risk being accused
of engaging in worker misclassification.

To deter forced reclassification while preserving worker flexibility,
policymakers should create a voluntary portable benefits system that
decouples benefits like health insurance from traditional employment.

Accordingly, my testimony will explore the following:

● Distinguishing portable vs. traditional employer benefits
● What a portable benefits program for independent and gig

workers looks like
● An inaugural portable benefits program for 1099 workers

established in Utah
● Potential public and private reforms to unleash portable benefits

options for independent contractors

Portable Benefits vs. Traditional Employer Benefits

Traditional employer benefits are offered to full-time and sometimes
part-time employees by employers in the form of retirement savings
accounts, health care, paid time off, and life insurance. Employers typically
offer employees limited choices, a few health insurance packages, and one or
two retirement savings options. When the employee’s relationship with the
employer ends, so does his or her access to these benefit programs.

In contrast, portable benefits typically follow the worker and not the
employer. This allows workers to take benefits they’ve accrued at their
current job to a new one without losing coverage.

Certain benefits could be made portable such as 401(k)s, health insurance, life
insurance, or health savings accounts (HSA).

Independent Contractors Support Portable Benefits
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The Journal of Economic Perspectives found that 80% of self-employed U.S.
workers would support a voluntary portable benefits program. A March 2023
survey found that 85% of Massachusetts ride-share drivers support these
measures.

The National Conference of State Legislatures (NCSL) determined most 1099
workers are ineligible for benefits like “paid sick leave, workers’
compensation, retirement plans, and health insurance.” Some reformers see
this as evidence that independent workers need to be forced into W-2 roles.
But there is a better solution—portable benefits—that would allow workers to
keep the independence they value without missing out on benefits.

While some self-employed workers forgo benefits like health insurance, many
do secure coverage on their own or get coverage through spouses and family
members.

About 25% of freelance workers don’t possess health benefits but could be
open to obtaining them through a voluntary portable benefits program.

Given the success of portable benefits for employees, the model could be
replicated for independent contractors and gig workers considering benefits.

UT Approves First Portable Benefits Plan for ICs, Other States to Follow

States, including Utah, are already adopting the portable benefits model for
freelancers.

In March 2023, the Beehive State became the first in the U.S. to create a
voluntary portable benefits plan for independent contractors and gig workers.
The law states that portable benefit plan contributions are voluntary and
can’t be used to determine an individual’s worker classification status. A
related bill, introduced this year, would expand on this by establishing an
“independent contractor benefits tax credit” to establish two pathways for
independent contractors and gig workers to obtain portable benefits.

First, under Senate Bill 238, a hiring entity would be eligible for a
nonrefundable 50% tax credit for contributions maxed at $2,000 made to
contractors, who can then purchase health plans of their choice. Second, if a
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hiring entity doesn’t award contributions an independent contractor could
“claim 4.65% of up to $2,000 in payments made for portable benefit coverage
or other insurance coverage” which would be tax-deductible as a business
expense.

Utah isn’t the only state exploring portable benefits for independent
contractors. Similar proposals have been introduced and debated in
Massachusetts,Minnesota, New Jersey, Virginia,West Virginia, and
Wisconsin.

In 2022, Washington State established a portable benefits program for
ride-share drivers, who are independent contractors. Following the disastrous
rollout of California’s ABC test that forcibly reclassified most Golden State
independent workers as traditional employees, Californians supported a
ballot measure to allow ride-share drivers to keep their independent status
while enjoying access to limited benefits.

Federal lawmakers have similarlymulled creating a portable benefits
program grant fund to “incentivize states, localities and nonprofit
organizations to experiment with portable benefits models.”

The Private Sector is Innovating on Portable Benefits Too

If the government refuses to modernize benefits, the free market is fully
capable of developing and revolutionizing a voluntary portable benefits
program.

In 2008, the Freelancers Union established the first-ever portable benefits
system for freelancers under the Freelance Insurance Company to offer
benefits. They expanded insurance offerings in 2014 with their National
Benefits Platform to include health care, dental, vision, term life insurance,
and liability insurance, for example.

Last week, financial technology company Stride announced the
establishment of a pilot portable benefits savings account program—Stride
Contributions—for DoorDash drivers in Pennsylvania. Eligible drivers can
apply for insurance coverage and “emergency savings, time-off, sick leave, or
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long-term savings” through this first-of-its-kind program. The pilot program is
expected to run for six months, between now and September 2024.

In October 2020, the same company announced a partnership with
Mastercard cardholders who partake in independent contracting to offer
them amenu of benefits ranging from health insurance to vision and dental
to discounted telemedicine and prescriptions. Users were able to access
health insurance costing no more than “$75 per month” with one in four users
finding “health insurance for less than $10 per month.”

Conclusion

Independent contractors are their own best negotiators and are fully capable
of securing their own benefits without the threat of forced reclassification into
W-2 employee status.

To further unleash our economy’s economic potential, policymakers must
bring labor and tax law into the 21st century to ensure all workers—not just
employees—can have access to and pay into a benefits program should they
choose.

The federal government and states could explore options to exempt voluntary
portable benefits contributors from employment classification tests as Utah
has done. Encouraging the use of personal savings accounts—offered
voluntarily through states or hiring entities—would give independent workers
more assurances to comfortably pursue the 1099-worker lifestyle.

During my time as a full-time freelancer, I was empowered in my work and
fully capable of obtaining benefits on my own accord without entities
mandating choices. Flexibility and freedom are primary motivations to enter
independent contractor work arrangements. But freelancers like me,
regardless of whether they’re full-time, part-time, or occasional freelancers,
shouldn’t have to choose between independence and securing benefits like
basic dental, health, and vision coverage. More American workers will make
the jump into flexible work arrangements if they know they will have some
security with respect to benefits.
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Ultimately we should work toward an economy and a health insurance
system where all workers, regardless of their employment arrangement, have
affordable, portable benefits that they can choose and control.

I thank the subcommittee for the opportunity to testify today and your
willingness to educate the public about making portable benefits a viable
option for independent contractors who desire them.
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