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The premiums for health insurance that are remitted by the employer are exempted from federal income and payroll taxes. Also, the portion of premiums that are remitted by the workers is normally not included in the income that is taxed by the state. When the employees are exempted from paying taxes on the premiums that are remitted by their employers, it lowers most of their tax bills and thus decreasing their after-tax cost of coverage (United States, 2003). Due to the latter fact, many American families have resulted in getting their health insurance coverage through their employers. The employers also enjoy the discounts that are given when they insure groups; since the companies will pay in a lump sum, they are given discounts by the insurers.
The employees who enjoy this kind of tax are the ones who are in the higher income tax brackets; they are taxed less than those in the lower income-tax bracket. For instance, an employee who lies at the income-tax rate of 15.3 percent and assuming that his employer pays an insurance premium of $1000, his taxes will be $281 less.  If another employee lies in the income-tax bracket of 25 percent and his or her employer has paid $1000, then he will pay a tax less $374.
Reference
United States. (2003). Circular SS, federal tax guide for employers in the Virgin Islands, Guam, American Samoa, and the Commonwealth of the Northern Mariana Islands. Richmond, VA: Dept. of the Treasury, Internal Revenue Service.
