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The flurry of proposed health subsidies in Congress
present alternatives to the current employer-provided
health insurance system. Consider an employer who
bears an equal cost for their employees and must choose
between the proposed subsidy for those on the exchange
and the current subsidy for those who get employer-
provided health insurance. Under the exchange, this
employer would be able to provide higher cash wages for

tax notes

their employees but would be subject to higher payroll
taxes and would likely pay a penalty for not providing
health insurance. Using the current system, the employer
would pay out lower cash wages and payroll taxes, but
would also be responsible for the cost of health insur-
ance. And the employee?

The graph below shows the size of the current subsidy
at various income levels compared to the subsidies
proposed by H.R. 3962 in the House, and in the Novem-
ber Senate leadership bill. It shows the net gain or loss to
the employee from choosing to drop or not adopt
employer-provided insurance. The value of the insurance
is assumed to be the same and, because the individual
receives insurance, there are no penalties from an indi-

vidual mandate. We equalize

employer cost at the cash
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