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n March 11, 2021, President Biden signed the American Rescue Plan Act of 2021

(the ARP), a wide-ranging package of health care and economic measures

responding to the coronavirus pandemic. The ARP includes a broad expansion

of the Affordable Care Act’s (ACA) main health insurance subsidy, the premium tax credit

(PTC), the �rst major expansion of the health care reform law since its passage. The

provision increases the amount of the PTC for those who are eligible and makes

individuals with incomes above 400 percent of the federal poverty line (FPL) eligible for

the �rst time. The expansion is temporary, lasting only through the 2022 plan year.

PTC expansion has profound implications for state health policy, aiding state efforts to

make coverage more affordable and accessible. Building on the PTC to make premiums

more affordable, using tools like state-based reinsurance programs, supplemental

subsidies, and public options, has long been a key focus of state policymakers. A new PTC

structure that itself is seen as making premiums broadly affordable is likely to shift the

focus to other goals like reducing cost-sharing and expanding outreach efforts to those

who are eligible but not enrolled. It could also change the value proposition for broader

reforms that draw down federal funding tied to the PTC, like Section 1332 waivers and

Basic Health Programs (BHPs).
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State responses to the new PTC structure are complicated by uncertainty about its

duration and the prospect for additional changes. While many policymakers support

making the PTC expansion permanent in subsequent legislation, it is not certain when

they might act or if they will succeed. Future legislation or administrative actions may also

make additional changes, like addressing the “family glitch,” but the likelihood and timing

of such actions are unclear. Amidst this uncertainty, states must continue making

decisions about legislation, administrative actions, operational builds, and potential

waivers.

States must account for a number of policymaking considerations in light of the PTC

expansion and uncertainty about future federal action. A key theme that emerges is that

states will bene�t from approaches that give them the �exibility to adjust policies year by

year as the federal landscape develops.[1]

The ARP’s Broad-Based PTC Expansion

While the PTC as created by the ACA enabled millions of Americans to obtain coverage,

many have argued that it is not generous enough, in two key ways. First, the PTC left some

consumers who were eligible to receive it owing substantial premiums. For example, a

family of four with annual income of $80,000 was eligible for PTC but still needed to pay

nearly $7,900 for a benchmark silver plan. Second, PTC eligibility ended in a cliff at 400

percent of FPL, leaving an “unsubsidized” group ineligible for help regardless of the

premium they faced.

The ARP addresses both concerns for 2021 and 2022. First, it increases the PTC at every

income level by reducing the amount consumers are expected to pay as a share of their

income toward a benchmark silver plan–the so-called “applicable percentages.” For

example, for a family at 150 percent of FPL, the applicable percentage (share of income

they are expected to pay) would fall from a little over 4 percent to 0 percent in 2021—

providing this family with a fully-paid-for benchmark silver plan. For a family at 300

percent of FPL, the applicable percentage would fall from 9.83 percent to 6 percent. Table

1 shows the full schedule of changes.

https://www.nytimes.com/2016/10/03/us/politics/obama-health-care-act.html
https://www.healthaffairs.org/do/10.1377/hblog20160229.053330/full/
https://www.usatoday.com/story/opinion/2013/12/03/obamacare-website-improvements-column/3810529/
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Second, the proposal extends the credit to individuals above 400 percent of FPL and

applies an applicable percentage of 8.5 percent to that group—compared to no cap today.

The Congressional Budget Of�ce (CBO) expects this provision (with its two years in effect)

to cost $34 billion and reduce net premium for most Marketplace enrollees. It will also

increase Marketplace enrollment by 1.7 million people in 2022, of whom 60 percent will

have incomes under 400 percent of FPL.

https://www.brookings.edu/wp-content/uploads/2021/03/Figure-1-JL.png
https://www.cbo.gov/system/files/2021-02/hwaysandmeansreconciliation.pdf
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The ARP does not generally address other affordability concerns relating to the ACA’s

Marketplace subsidies. It does not generally expand the ACA’s cost-sharing subsidies.[2] It

does not modify the rules that preclude PTC eligibility for most people offered employer-

sponsored coverage, including the so-called “family glitch” (discussed below). It does not

change the rules for undocumented immigrants, who are currently ineligible for the PTC

and other public health programs. In short, the ARP temporarily makes premiums more

affordable for most consumers while laying the groundwork both for broader and

permanent federal improvements and for states to consider approaches to remaining

affordability barriers.

State Policymaking Considerations under the PTC Expansion

States have several options to build on federal law to make coverage more affordable and

accessible. Some states have already implemented such programs while others are

considering them for the �rst time. A permanent PTC expansion like the one in the ARP

would alter considerations and priorities for a broad range of state policies affecting

private health insurance. But because the PTC expansion is temporary and there is

uncertainty about extension and future action, states face a complex policymaking

environment.

State premium subsidies can be targeted to speci�c populations rather than broadly

available. A key state response to concerns that the PTC is inadequate has been state-level

subsidies that supplement or “wrap around” the PTC. Four states (Massachusetts,

Vermont, California, and New Jersey) currently have these premiums subsidies, a �fth

state (New Mexico) has enacted such a subsidy to take effect in 2023, and several others

are considering them.[3] A companion SHVS expert perspective highlights state

considerations for state-based subsidies. As that piece notes, state premium subsidies may

apply broadly to certain income ranges or may be more narrowly targeted to groups

ineligible for the PTC or by factors like age.

While it remains in effect, the ARP’s PTC expansion substantially reduces the need for

broad-based premium subsidies. The expanded PTC alone is generally more generous than

the combination of the pre-ARP PTC and existing state subsidies.[4]

https://www.mahealthconnector.org/wp-content/uploads/ConsumerGuideToSubsidies-2020.pdf
https://legislature.vermont.gov/statutes/section/33/018/01812
https://hbex.coveredca.com/pdfs/2021_State_Subsidy_Design.pdf
https://nj.gov/getcoverednj/financialhelp/premiums/
https://legiscan.com/NM/bill/SB317/2021
https://www.shvs.org/supporting-insurance-affordability-with-state-marketplace-subsidies/
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But even with the PTC expanded, state premium subsidies may be a useful tool to target

additional assistance. A natural focus would be people who are ineligible for the PTC and

other subsidized coverage. The ARP does not address the so-called “family glitch,” which

denies the PTC to most people who are eligible for employer coverage, even in some cases

where the cost of enrolling in that coverage is very high. Undocumented individuals also

continue to be ineligible for subsidized coverage. A state premium subsidy can be targeted

to �ll these gaps. Colorado’s subsidy legislation sets aside separate funding starting in

2023 to subsidize consumers ineligible for PTC, and other states have considered this

approach.

A targeted state premium subsidy could also be used to further reduce net premiums for

selected current PTC bene�ciaries. For example, New Mexico’s Of�ce of the

Superintendent of Insurance has raised the idea of supplementing the ARP’s PTC to

provide free coverage to Native Americans.[5] A state premium wrap might also be

targeted at young adults with the goal of increasing enrollment among this hard-to-reach

and risk-pool-improving group, as under legislation that has passed both legislative

chambers in Maryland.

PTC expansion may also cause states to rethink how broad-based premiums subsidies are

targeted. For example, with the ARP expected to reduce the cost of New Jersey’s subsidy at

relatively low incomes, the state is extending eligibility for its subsidy beyond 600 percent

of FPL for the �rst time.

State cost-sharing subsidies may become a higher priority. The ACA’s cost-sharing

reductions (CSRs) lower out-of-pocket costs for eligible consumers, yet like the original

PTC are sometimes described as insuf�cient for some consumers. CSRs are relatively

generous between 100 and 200 percent of FPL (providing coverage with a 94 percent or 87

percent actuarial value, or AV) but much less generous between 200 percent and 250

percent of FPL (73 percent AV) and are not offered to consumers with incomes above 250

percent. This leaves some families facing deductibles and other cost-sharing large enough

to make their coverage dif�cult to use—or to discourage them from enrolling altogether.

For example, in 2021, a single individual with income of $33,000 is generally ineligible for

cost-sharing assistance despite a median individual deductible of nearly $5,000 for federal

http://leg.colorado.gov/sites/default/files/2020a_215_signed.pdf
http://mgaleg.maryland.gov/mgawebsite/Legislation/Details/HB0780
https://nj.gov/governor/news/news/562021/approved/20210414c.shtml
https://www.healthaffairs.org/do/10.1377/hblog20160229.053330/full/
https://www.nytimes.com/2016/10/03/us/politics/obama-health-care-act.html
https://www.usatoday.com/story/opinion/2013/12/03/obamacare-website-improvements-column/3810529/
https://www.urban.org/research/publication/state-efforts-lower-cost-sharing-barriers-health-care-privately-insured
https://www.cms.gov/CCIIO/Resources/Data-Resources/Downloads/2021QHPPremiumsChoiceReport.pdf
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Marketplace silver plans. A family of three with income of $55,000 is generally ineligible

despite average family deductibles in silver plans at least twice as large as individual

deductibles.

Like premium affordability, states can improve cost-sharing affordability with state-based

subsidies that wrap around federal CSRs. Massachusetts and Vermont have long provided

such subsidies alongside their premium subsidies, New Mexico’s new law also provides for

both, and other states have considered them. With the PTC expanded, such subsidies are

likely to be a higher priority for states. Already, Colorado has decided to shift the focus of

its new subsidy in 2022 from premiums to cost-sharing.

Potential for additional PTC changes requires state to remain �exible around state

subsidies. While there is support for the ARP’s PTC expansion to be extended, this is by no

means certain. Future legislation or administrative actions could also make additional

changes, like �xing the family glitch or improving cost-sharing. The potential for future

action requires states to remain nimble in their decision-making. States may wish to

consider the costs and feasibility of shifting away from broad-based premiums subsidies

while also being mindful of later years. Is it feasible to stand up a cost-sharing subsidy in

time for 2022? If a state does so but then the PTC expansion expires after 2022, will it be

feasible to turn back to a broad-based premium subsidy? If future legislation both extends

the PTC expansion and also addresses cost-sharing, how would this impact state policy

development and implementation?

States can mitigate the uncertainty by enacting �exible statutes and designing operational

systems with an eye toward the possibility of future changes. Some state subsidy statutes

clearly de�ne the bene�t provided, while others authorize a state Marketplace or

insurance department to design the subsidy administratively. This latter approach is more

conducive to pivoting in response to ongoing developments. States should also consider

how 2022 operational choices affect �exibility for 2023 and later years.

Outreach and facilitated enrollment become even more important. Encouraging those

who are PTC-eligible to enroll has become a major state focus in recent years. Even before

the ARP’s changes, many uninsured people were eligible for substantial subsidies. Getting

them covered improves the wellbeing of state residents and brings federal dollars into the

https://doi.colorado.gov/insurance-products/health-insurance/health-insurance-legislation/health-insurance-affordability
https://legislature.vermont.gov/statutes/section/33/018/01812
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=&title=25.&part=&chapter=&article=#:~:text=100800.,care%20coverage%20through%20the%20Exchange.
https://www.njleg.state.nj.us/2020/Bills/PL20/61_.PDF
http://leg.colorado.gov/sites/default/files/2020a_215_signed.pdf
https://www.kff.org/policy-watch/millions-of-uninsured-americans-are-eligible-for-free-aca-health-insurance/
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state. Measures to increase take-up are generally inexpensive compared to subsidizing

coverage. California and other states have shown success using outreach to expand

coverage. Research also shows outreach measures save lives. States have also explored

facilitated enrollment to directly connect uninsured consumers to coverage opportunities

and simplify the enrollment process. Strategies developed in Maryland have shown

promise and are now being emulated in Colorado and have been proposed as part of the

governor’s budget in Massachusetts.

With PTC expanded, the case for measures to increase take-up becomes even stronger.

More uninsured people (and those in ACA-non-compliant coverage) are now eligible for

subsidized coverage, and the subsidies are even larger. Outreach and enrollment efforts

are especially attractive amidst uncertainty since they are valuable even if the PTC

expansion expires. Outreach also becomes more important to consumers enrolled in the

individual market off-Marketplace, as those customers are likely paying full price for

coverage very similar to Marketplace coverage for which they could receive a subsidy if

they would switch over.

There is urgency to perform this outreach quickly given that the ARP makes PTC

expansion effective for 2021 (and also increases CSRs for certain individuals in 2021 only).

These expanded bene�ts are available only for months of Marketplace enrollment, so each

month eligible for them but uninsured—or off-Marketplace—is a month forgoing the

expanded subsidies. Current Marketplaces enrollees may also bene�t from returning to

the Marketplace to receive additional subsidies or a plan that better �ts the consumer’s

needs given increased subsidies. This urgency will extend to 2022 coverage, and may be

further heightened when the public health emergency expires, ending Medicaid eligibility

for consumers who may then be PTC-eligible.

The role of reinsurance programs becomes uncertain, suggesting caution in immediate

decision-making. Reinsurance programs are a key success story in recent state health

policy. Fifteen states of every political stripe have received federal Section 1332 state

innovation waivers to help fund reinsurance programs, which reimburse insurers for a

portion of the costs associated with high-cost enrollees and thereby reduce the list

premiums paid by unsubsidized individuals. By reducing the number of unsubsidized

https://hbex.coveredca.com/data-research/library/CoveredCA_Marketing_Matters_Issue_Brief.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3496282
https://www.marylandhealthconnection.gov/easyenrollment/
https://www.shvs.org/resource/the-aca-in-maryland-a-case-study-in-successful-bipartisan-innovation/
https://connectforhealthco.com/easy-enrollment-moving-forward/
https://budget.digital.mass.gov/govbudget/fy22/outside-section/section-65-health-connector-enrollment-outreach
https://www.kff.org/medicaid/issue-brief/key-issues-for-state-medicaid-programs-when-the-covid-19-public-health-emergency-ends/
https://www.shvs.org/more-states-looking-to-section-1332-waivers/
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individuals and also reducing net premiums broadly, the ARP suggests a reexamination of

the role of reinsurance. At the same time, uncertainty and the costs of changing course

caution against any sudden shifts.

If the ARP’s PTC expansion were made permanent, the case for ongoing, broad-based

reinsurance programs would be less clear, for several reasons. Reinsurance waivers were

devised after states like Alaska and Minnesota saw huge premium increases when federal

stabilization programs expired after 2016, substantially increasing costs for unsubsidized

consumers. The PTC expansion generally addresses this concern about unbounded

consumer costs by broadly capping premium contributions at no more than 8.5 percent of

income. The PTC expansion also shifts the bene�t of reinsurance up the income scale.

Reinsurance primarily helps unsubsidized consumers, since others are generally insulated

from premium changes by the PTC. Expanding PTC narrows this unsubsidized group to a

smaller group of generally higher-income individuals.[6] It also increases the number of

consumers receiving PTC, which may exacerbate concerns about reinsurance waivers

sometimes reducing purchasing power among PTC recipients. And in the long run,

expanded PTC will itself reduce list premiums by attracting healthier consumers. The

Urban Institute estimates that over time a PTC expansion like the one in the ARP would

reduce list premiums by 15 percent. Strengthening the risk pool in this way could mitigate

the need for broad-based reinsurance programs.

That said, PTC expansion will also likely reduce the costs states incur to operate

reinsurance programs. With more people getting PTC, states should receive more federal

pass-through funding to operate their reinsurance programs. How much is unclear—the

Biden Administration has not updated its initial calculations of 2021 pass-through

amounts or Treasury Department guidance on the calculation since the ARP passed.

Uncertainty about the PTC expansion beyond 2022 also complicates state decision-

making. Since it is likely too late to change course for 2021, states are effectively looking

at only one future year (2022) when expanded PTC clouds the case for reinsurance.[7]

Applying for a waiver requires a signi�cant investment of time and resources. Given the

risk that the PTC expansion will expire, it seems premature to make a change that requires

a new application.

https://www.commonwealthfund.org/publications/issue-briefs/2020/oct/benefits-limitations-state-run-individual-market-reinsurance
https://www.urban.org/research/publication/what-if-american-rescue-plans-enhanced-marketplace-subsidies-were-made-permanent-estimates-2022
https://www.cms.gov/CCIIO/Programs-and-Initiatives/State-Innovation-Waivers/Section_1332_State_Innovation_Waivers-
https://www.cms.gov/files/document/ota-methodology-update-2021-1332-reinsurance-waiver.pdf
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Taken together, these considerations caution against making lasting changes until

matters are clearer. Instead, states considering changes may wish to focus for now on

2022, while keeping options open for 2023 and beyond.

States that wish to modify their reinsurance programs for 2022 may have several options.

There may be �exibility under state legislation and waiver terms to substantially reduce

the size and cost of 2022 reinsurance programs, thereby reserving resources for other

purposes in 2022 or later years. A reinsurance program might also be modi�ed to achieve

complementary goals. For example, it could be targeted to reduce premiums in geographic

areas with limited competition, with differential parameters like the ones in effect today

in Colorado. Or it could potentially be modi�ed to help address the challenges of setting

2022 rates in the face of recent policy changes and pandemic-related disruptions.  One

way to do that might be to provide greater assistance to plans that are ultimately less

pro�table, offering a buffer similar to the ACA’s risk corridor program. For this last

approach, a key question will be whether it reduces premiums (and therefore generates

pass-through funding) as ef�ciently as a traditional reinsurance.

For any of these options, the details would need to be locked down quickly to take effect

for 2022. But if they could be worked out, options like these could maximize the bene�t of

reinsurance programs for 2022 while preserving options for 2023 and beyond.

Other measures to reduce list premiums may be valuable for reasons other than

increasing consumer affordability. As with reinsurance, PTC expansion may change the

calculus for other state measures aimed at lowering individual market list premiums. Such

measures include the aggressive use of rate review, provider payment reforms, and some

approaches to public options.

While it is in effect, PTC expansion may dampen the urgency of reducing list premiums to

make coverage affordable for consumers. It also reduces the extent to which premium

reductions translate into direct savings for consumers.

That said, PTC expansion may not weaken other reasons to pursue these options.

https://doi.colorado.gov/insurance-products/health-insurance/health-insurance-legislation/reinsurance-program
https://www.kff.org/health-reform/issue-brief/explaining-health-care-reform-risk-adjustment-reinsurance-and-risk-corridors/


10/27/21, 11:36 AM The American Rescue Plan’s Premium Tax Credit Expansion—State policy considerations

https://www.brookings.edu/blog/usc-brookings-schaeffer-on-health-policy/2021/04/19/what-does-the-american-rescue-plans-premium-tax-credit-exp… 10/15

For example, PTC expansion leaves in place—and even strengthens—another key reason to

reduce list premiums in the individual market: drawing down federal funding under a

Section 1332 waiver. Under Section 1332, states can receive pass-through funds to the

extent they create federal savings, generally by reducing list premiums and thus PTC

expenditures. While only reinsurance has been used in this way to date, other approaches

to reducing premiums might also be compatible with a Section 1332 waiver. And for a

given measure that reduces premiums, the PTC expansion should increase the federal

savings generated and thus the funding for states.[8] Those pass-through funds could, in

turn, be used to support the types of state subsidy programs described above, or other

measures to support coverage.

States may also have other motivations for pursuing policies that would have the effect of

reducing list premiums. For example, states may view a public option as a tool for

providing more generous bene�ts, ensuring adequate consumer choice, promoting health

equity, or reducing the role of for-pro�t companies in the health care sector.

In short, to the extent the goal of these measures was to reduce the premiums paid by

consumers, they seem less important with the expanded PTC. But to the extent states

were considering them for other policy reasons, they may still make sense, and may even

be more valuable.

Finally, regardless of how permanent expansion might alter states’ thinking about the

policies, as with reinsurance, ongoing uncertainty cautions against quickly changing

direction or abandoning areas of policy exploration. Instead, states may wish to use the

time afforded by the ARP to explore a range of options, including those consistent with

the PTC expansion expiring or being extended.

Measures that improve plan generosity—but may marginally increase premiums—

become more attractive. States have tools besides cost-sharing subsidies to increase the

generosity of individual market coverage. These include selecting a more generous

essential health bene�t (EHB) benchmark, strengthening network adequacy requirements,

using active purchasing authority to keep out lower-quality plans, and using standardized

plan authority to require silver plans to have an actuarial value of 72 percent (the top of

the “de minimis” range permitted by CMS regulations).

https://www.shvs.org/wp-content/uploads/2019/10/Standardized-Health-Plan-Benefit-Design-in-the-Individual-Market.pdf
https://www.law.cornell.edu/cfr/text/45/156.140
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These policies have historically presented states with a trade-off: they make coverage

more generous but may increase list premiums and so increase costs for unsubsidized

consumers. With the expanded PTC making almost all individual market enrollees eligible

for subsidized coverage, these options become more attractive. Similar logic applies to

measures requiring issuers to price silver plans to fully account for the cost of silver CSR

variants.

Options of this sort may be especially attractive with the current uncertainty given that

they generally require less start-up cost than subsidies or waivers and may be feasible

without additional state legislation. That said, it may be too late to implement some or all

of these options for 2022, but they may be worth considering for 2023 and later years in

the event the PTC expansion is extended.

Section 1332 waivers and BHPs may provide new opportunities but require thoughtful

consideration. Section 1332 waivers and BHPs both allow states to receive federal funding

to support state programs in return for reducing federal PTC spending. Under Section

1332, states can receive pass-through funding in the amount of federal PTC savings

created by the waiver. Under BHPs, states cover people with incomes up to 200 percent of

FPL in a state-run plan and receive federal funding equal to 95 percent of the PTC these

people would have received. In both cases, PTC expansion could make these options more

useful by lifting the ceiling on the potential funding states might receive to operate the

program. At the same time, PTC expansion raises the standards these programs must meet

and may have additional effects for states to consider.

As discussed above, PTC expansion creates the potential for more pass-through funding

under Section 1332 waivers. Provisions that reduce list premiums (public options,

payment reforms, etc.) should generally draw down more pass-through funding given

higher baseline PTC spending. PTC expansion may also increase the feasibility of broad

waivers that replace the PTC with state-based subsidies, since less state funding will be

needed to make a state subsidy suf�ciently generous to make such a change seem

worthwhile. On the other hand, PTC expansion will also increase the baselines of

coverage, affordability, and comprehensiveness that waivers must sustain to be approved,

which could pose a challenge for some waivers.

https://www.healthaffairs.org/do/10.1377/hblog20210222.921409/full/


10/27/21, 11:36 AM The American Rescue Plan’s Premium Tax Credit Expansion—State policy considerations

https://www.brookings.edu/blog/usc-brookings-schaeffer-on-health-policy/2021/04/19/what-does-the-american-rescue-plans-premium-tax-credit-exp… 12/15

For BHP, the impact of PTC expansion may be even harder to predict, or at least to

generalize. BHP funding for each covered individual should increase since it is tied to the

PTC. This increased funding will be offset to some extent by the requirement that BHP

coverage be no less affordable than the subsidized Marketplace coverage the individual

could otherwise receive—a standard that is now higher. That said, federal funding for the

BHP program in New York has to date generally been suf�cient to exceed these

affordability requirements. To the extent other BHPs could also provide affordability at

lower cost than Marketplace coverage—perhaps through savings on provider

reimbursement rates, administrative costs, or issuer pro�ts—PTC expansion could provide

a greater BHP surplus that could be used for further improvements. Another consideration

is that BHPs diminishes the bene�t of silver loading by diverting consumers otherwise

eligible for high-value CSRs. PTC expansion may magnify this effect by extending the PTC

—and thus the bene�t of silver loading—to many additional consumers who would not be

BHP-eligible.[9] Given these countervailing considerations, states considering this path

should undertake careful analysis.

Ongoing uncertainty requires a thoughtful approach to Section 1332 waivers and BHPs.

Both programs require detailed planning, the solicitation of public comment, a complex

application progress, and often-intensive implementation. States already strongly

considering one of these options for 2022 and ready to apply quickly may be able to take

advantage of elevated funding, while keeping in mind that future subsidy enhancements

are not guaranteed. States that are further behind in the process may need to forgo 2022

PTC enhancements and move forward with developing options while retaining �exibility

to respond to changes in the federal landscape.

Interactions with employer coverage. Some states have explored measures to encourage

employer-provided health coverage, for example by supporting the small group market or

encouraging the adoption of account-based health bene�ts like health reimbursement

arrangements (HRAs). The PTC expansion may change the calculus for these measures by

making the bene�t of employer coverage smaller on average relative to the bene�t of

receiving the PTC.

https://www.health.ny.gov/health_care/managed_care/essential/docs/2018_basic_health_program.pdf
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It has long been the case that some consumers—especially those with lower incomes—are

worse off with an employer offer than they would be if they could receive the PTC. The

best-known example of this is the so-called “family glitch,” which may deny the PTC to an

entire family when employer coverage for the family would consume a large fraction of

income. But it has also been true in other cases, since an employer offer requiring the

employee to pay nearly 10 percent of income (9.83 percent in 2021) prevents an employee

from receiving a PTC that at lower incomes requires a far smaller individual contribution.

For employers deciding whether to offer coverage, this dynamic has been balanced by

incentives on the other side, including the long-standing tax exclusion (which is quite

valuable at higher incomes), the employer mandate, and in some cases employee

preferences.

The ARP shifts this balance by increasing the size of the PTC and the number of people

potentially eligible. It also leaves the affordability standard at 9.83 percent even as it

reduces the applicable percentages, thereby increasing the potential disparity between the

generosity of PTC and employer coverage. For example, a consumer with income at 150

percent of FPL (around $40,000 for a family of four) is now generally eligible for PTC that

fully covers the cost of highly generous (94 percent AV) coverage. But such an individual

would be ineligible for the PTC if offered employer coverage costing up to 9.83 percent of

income—or a much larger amount for family coverage. In short, the ARP shifts the balance

towards employees being better off without an ESI offer.

If the PTC expansion were made permanent, this shift could have a meaningful impact on

employer behavior—especially for small employers exempt from the ACA’s employer

mandate, who would pay no penalty for dropping their health plans. If PTC expansion

expires after 2022, the impact on employer behavior would be greatly attenuated.

Nonetheless, states may want to consider these dynamics in exploring policies that could

impact employer decisions in 2022 or thereafter.

Conclusion

The ARP’s broad-based PTC expansion offers great promise to improve health coverage

and build on the ACA. It immediately alters considerations for states’ options to invest in

their markets, and if extended may support innovations that are otherwise out of reach.
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While the uncertainty around the PTC expansion adds a level of complexity to state

decision-making, remaining �exible in policy and implementation decisions can help

state coverage programs create signi�cantly more affordability and accessibility.

The authors did not receive �nancial support from any �rm or person for this article or from

any �rm or person with a �nancial or political interest in this article. They are currently not an

of�cer, director, or board member of any organization with an interest in this article.
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