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Fixing the Family Glitch

CHRISTOPHER HOLT | APRIL 8, 2022

This week marked a watershed moment in health policy, so significant that former President
Barack Obama returned to celebrate the announcement. Yes, this week the Biden
Administration issued a notice of proposed rulemaking directing the Internal
Revenue Service (IRS) to revise its 9-year-old interpretation of the Affordable Care
Act’s (ACA) employer insurance affordability test, such that about 200,000
uninsured Americans might gain insurance coverage. Impressive, right?

The ACA mandates that employers offer affordable insurance to their employees or face
penalties, and sets a threshold for affordability of, at the time, 9.5 percent of the employee’s
household income. If the employer-sponsored insurance (ESI) offer exceeds the affordability
threshold, the employee is eligible for ACA subsidies and the employer faces additional
penalties. The “family glitch,” as it has become known, occurs when an employee
receives affordable coverage, but the cost of family coverage exceeds the threshold.
Back in 2013, the Obama Administration interpreted the ACA text to say that
coverage only must be affordable for the employee. In other words, family members
aren’t eligible for ACA subsidies even if the ESI cost for the family exceeds the threshold.
There are competing claims over whether Congress intended for family coverage to
be included in the affordability calculation—and the ambiguity certainly helped the
bill’s Congressional Budget Office (CBO) score. And interestingly, under the new
interpretation, if an employee’s family members receive subsidies, it won't trigger employer
penalties, because the penalties are still tied only to whether the employee has an
affordable offer of coverage.

That'’s the background, but a few additional things should be highlighted. First, as AAF
President Douglas Holtz-Eakin noted earlier this week, if the original IRS ruling
was clearly wrong, why did the Obama Administration sign off on it in the first
place?Further, once the scope of the problem became clear, why didn’t President Obama
direct that it be altered during the additional three years he was in office?
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https://www.federalregister.gov/documents/2022/04/07/2022-07158/affordability-of-employer-coverage-for-family-members-of-employees?utm_source=American+Action+Forum+Emails&utm_campaign=fddddc9876-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-fddddc9876-
https://www.healthaffairs.org/do/10.1377/forefront.20220405.571745/
https://www.americanactionforum.org/daily-dish/a-family-glitch/?utm_source=American+Action+Forum+Emails&utm_campaign=fddddc9876-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-fddddc9876-

There are two possible answers (and both could be true): Either this rule change
really isn’t the momentous action it’s being portrayed as, or the Obama
Administration didn’t believe this new interpretation to be legal. The evidence for the
latter is clear, as it’s taken nearly a decade to reverse course when this “solution” was
always available and easy to execute. As to the former, according to the Kaiser Family
Foundation, about 5.1 million people fall into the family glitch, but only 9 percent of that
population is uninsured. So, fully 91 percent of those impacted are managing to afford
insurance one way or another. The administration estimates that of the 451,000 who
are uninsured, only 200,000 will enroll in ACA coverage because of the change,
while another 1 million people will migrate to ACA coverage from ESI.

There are budgetary implications for all of this, although the White House has
glossed over them. Covering more people through subsidized ACA coverage means more
federal spending subsidies. There are some offsetting savings due to higher tax revenue
from lower pre-tax spending on ESI, but it’s not likely to be the wash the administration
would like to suggest. Back in 2020, CBO estimated that this regulatory change would cost
roughly $48 billion over 10 years, and increase ACA enrollment by about 1 million.

To be clear, the family glitch isn’t good policy, but whether it came about through
drafting errors, intentional budgetary gamesmanship, or flawed interpretation, the
Biden Administration’s fix is both legally questionable and hardly the homerun for
insurance expansion it’s being touted as.

CHART REVIEW: EPIDEMIOLOGIST POSITIONS IN STATE
HEALTH DEPARTMENTS, 2017-2021

Yashashree Marne, Health Care Policy Intern

The Centers for Disease Control and Prevention recently published data on epidemiological
capacity in U.S. state health departments, based on a national assessment from the Council
of State and Territorial Epidemiologists (CSTE). Overall, from 2017-2021, the number of
epidemiologists in state health departments jumped by 23 percent, driven by increases in
positions supporting the COVID-19 response. The graph below identifies the percent
changes in full-time equivalent epidemiologist positions in state health departments from
2017-2021. COVID-19 response positions are excluded, however, as they were only added to
the CSTE assessment in 2021. The largest percent increase by program area was in mental
health (117.5 percent), followed by substance abuse (107.3 percent), and health information
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https://www.kff.org/health-reform/issue-brief/the-aca-family-glitch-and-affordability-of-employer-coverage/?utm_source=American+Action+Forum+Emails&utm_campaign=fddddc9876-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-fddddc9876-
https://www.cbo.gov/system/files/2020-06/Patient_Protection_and_Affordable_Care_Enhancement_Act_0.pdf?utm_source=American+Action+Forum+Emails&utm_campaign=fddddc9876-EMAIL_CAMPAIGN_2018_08_31_01_22_COPY_01&utm_medium=email&utm_term=0_64783a8335-fddddc9876-
https://www.cdc.gov/mmwr/volumes/71/wr/mm7113a2.htm?s_cid=mm7113a2_w

technology (or health informatics, at 94.6 percent), while the number of epidemiologists
decreased in the program areas of maternal and child health (-9 percent), chronic diseases
(-17.9 percent), and infectious diseases (-18.5 percent). Notably, while the number of
infectious disease epidemiologists in state health departments decreased from 2017-2021,
they constitute the largest program area by absolute number of positions—with 1,498
infectious disease epidemiologist positions in 2021—and account for 36 percent of all state
epidemiologists, followed by COVID-19 response epidemiologists with 978 positions, or 24
percent of all state epidemiologists.

Percent Change in Full-Time Equivalent Epidemiologist Positions in State Health
Departments by Program Area from 2017-2021
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Note: The “other” program area in the chart above includes epidemiologist positions related
to health equity, community health, health disparities, refugee health, and minority health.

TRACKING COVID-19 CASES AND VACCINATIONS

Jackson Hammond, Health Care Policy Analyst

To track the progress in vaccinations, the Weekly Checkup will compile the most relevant
statistics for the week, with the seven-day period ending on the Wednesday of each week.
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Sources: Centers for Disease Control and Prevention Trends in COVID-19 Cases and Deaths
in the US, and Trends in COVID-19 Vaccinations in the US

Note: The U.S. population is 332,602,577.
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