
REPEALING THE HEALTH 
BENEFITS TAX

THE PUSHBACK WE COUNTER

Repealing the tax will 
make the Affordable 
Care Act (ACA) more 
vulnerable to future 
attacks. Without 
revenue from this 
tax to help pay for 
the ACA, repealing 
other key parts of the 
law, such as the tax 
credits for individual 
coverage and Medicaid 
expansion, will appear 
to have a more positive 
impact on the  
federal deficit.

This tax makes the ACA politically vulnerable because it makes care 
less affordable for people who get health coverage through work. 
Employers already are quick to blame the ACA, and especially this tax, 
when they cut health benefits. It only will get worse if Congress doesn’t 
act soon.

The tax does not belong in the Affordable Care Act because its explicit 
purpose is to make care less affordable. This tax is intended to increase 
working families’ out-of-pocket costs—such as deductibles, co-pays and 
co-insurance—so they will use fewer health care services, whether or not 
they need the health care.

Over the next 10 years, the tax only generates 7% of the revenues 
collected by the ACA. While its importance in reducing the deficit 
increases in later years, it is a regressive tax that can be replaced by 
progressive tax policies that impact the wealthiest. (For example, 
imposing a small financial transactions tax, limiting overseas deferral or 
addressing carried interest.)

Even if employers cut 
health benefits, they 
will increase workers’ 
wages to compensate 
for their reduced 
insurance coverage.

At the bargaining table, we have not seen anything close to a dollar-
for-dollar replacement of lost coverage when employers have 
demanded benefit concessions because of the tax. Workers without a 
union likely will fare even worse.
Even economists favoring the tax admit that wages only may increase in 
the long term, and the post-recession soft labor market means it will be 
many years before wages replace benefits. They also admit that highly 
compensated workers are more likely to see their benefits replaced than 
are other workers.

Other economists argue that any new after-tax earnings for average 
workers may just be consumed by the increased out-of-pocket costs for 
health care.
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The tax is the most  
important ACA policy 
for containing costs in 
the privately financed 
part of our health care 
system.

This tax is deeply misguided. It is based on the flawed assumption that 
health care cost growth is best controlled by making patients pay more. 
Instead, we should be working to ensure people can afford the care they 
need when they need it.

The tax targets utilization of services by making them less affordable. It 
does not directly target the major cost drivers in our system, such as rising 
pharmaceutical costs, use of new medical technologies and the pricing 
power of consolidating health providers.

Most industrialized countries—which have a much better record of keeping 
costs down—focus on leveraging the combined market power of health 
care purchasers to reduce the prices of medical services. We believe this is 
a better path to follow and see more promise in government negotiation of 
drug prices, all-payer price negotiation for medical services and ensuring 
appropriate use of new technologies.

The United States already has some of the lowest rates of utilization for 
doctors’ services and hospitalization. We should move away from our 
preoccupation with lowering utilization to focus on reducing the rampant 
profiteering we see in the system—by pharmaceutical companies, hospital 
networks and insurers.

Workers’ health benefits 
are too generous. 

Workers’ health benefits are shrinking, not growing. The deductibles that 
insured working families must pay are surging, and have gone up 67% in 
just the last five years. That’s seven times the increases in wages (10%) and 
inflation (9%), according to the Kaiser Family Foundation. And about 25% of 
workers now have a high-deductible health plan, up from 13% in 2010.

If workers have more 
“skin in the game” 
through higher 
deductibles, co-pays 
and co-insurance, they 
will be better health 
care consumers. This 
will keep health care 
costs down.

Higher out-of-pocket costs mean that people who are sick are less likely to 
get the care they need when they need it. When people delay necessary 
care, they are more likely to need costlier, more intensive care later. 

For example, an extensive analysis of working families who were switched 
to a plan with high deductibles shows that patients with chronic conditions 
like asthma, diabetes and heart disease were less likely to continue receiving 
necessary care for those conditions after the switch than were patients who 
stayed in plans with lower out-of-pocket spending requirements.

According to a September 2015 survey, 70% of emergency room doctors 
report seeing emergency patients with health insurance who have delayed 
seeking emergency care because of high co-pays, co-insurance or 
deductibles.

We can wait to repeal 
the tax because it 
doesn’t take effect until 
2018.

Working people will pay a high price if Congress doesn’t act now. 
Employers are not waiting to cut benefits and shift costs. They are 
hollowing out health coverage now in anticipation of the tax. 

Employers are making these cuts a big demand in bargaining, especially 
since many contracts negotiated today will extend into 2018 and beyond. 
And surveys of employers confirm that many of them are making cuts now—
in nonunion as well as union workplaces.

For more information, please contact Shaun O’Brien at sobrien@aflcio.org or (202) 637-5160.


