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Resolved: The United States should end the tax exemption  
for employer-sponsored health insurance. 

 
Background 
 

More Americans receive coverage for their healthcare through an employer than from any other source. 
According to census data, employer-sponsored health insurance covers approximately 56 percent of the 
population—more than Medicaid at 19 percent, Medicare at 17 percent, or individually-purchased coverage at 16 
percent. (The preceding numbers add to more than 100 percent because some people have multiple sources of 
coverage.) As a source of coverage, employer-sponsored health insurance is an extremely influential part of the 
American healthcare landscape. 

A major reason why receiving employer-based health insurance is so common in the United States is that 
health insurance is not taxed in the same way as regular compensation. Regular compensation (i.e., income from a 
wage or salary) is taxable by the federal government, but according to law, the value of the health insurance that 
an employee receives when the insurance is obtained through an employer is tax-exempt. This arrangement 
produces certain effects and has certain trade-offs. One obvious positive effect for employees is that they pay less 
in taxes. On the other hand, an obvious negative effect for employees is that if they lose their job, then they also 
lose their health insurance and then have to purchase health insurance on their own without the tax benefits that 
everyone else enjoys. Other important stakeholders such as employers and insurance companies have other sets 
of positive and negative tradeoffs, too.   

The question that we are posing for the video component of the Coolidge Cup Online Application is 
essentially this: Is the policy of having employer-sponsored health insurance be tax-exempt a good policy? 
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