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One of the most fascinating aspects of American healthcare policy, in my opinion, is 

how a single provision can simultaneously be described as both essential lifeline and 

fiscal catastrophe—depending entirely on who's talking. The current debate over 

COVID-era ObamaCare premium subsidies perfectly illustrates this phenomenon. 

Congress must decide by year's end whether to extend subsidies that were temporarily 

expanded in 2021, and the rhetoric from both sides has been predictably heated. What 

makes this particularly alarming is the sheer volume of misinformation circulating about 

what these subsidies actually do and who they help. Listening to politicians treat this as 

a central battlefield in the current government shutdown fight, you'd think they were 

debating fundamentally different programs—not because they disagree on policy 

tradeoffs, but because many seem not to understand (or care to understand) the basic 

mechanics of what they're arguing about. The hyperbole flows freely while the actual 

details get lost. So what's actually happening here, and what would the consequences 

be? 

The Mechanics of What Changed 

The Affordable Care Act originally made premium subsidies available to individuals and 

families earning between 100% and 400% of the federal poverty level—roughly $15,060 

to $60,240 for a single person, or $30,900 to $123,600 for a family of four in 2024. The 

subsidy structure worked by capping premium contributions as a percentage of income, 

with people at different income levels paying between 2% and 9.8% of their income for 

coverage. Anyone earning above 400% of the federal poverty level received no 

subsidies at all and had to pay full price—what became known as the "subsidy cliff." 

In March 2021, the American Rescue Plan fundamentally altered this structure in two 

critical ways. First, it made subsidies more generous for people already eligible under 

the original rules—those earning between 100% and 400% of FPL. Second, it 

eliminated the 400% ceiling entirely, extending subsidies to anyone regardless of 

income and capping contributions at 8.5% of income. The Inflation Reduction Act 

extended this arrangement through December 2025, which brings us to the current 

impasse. 

This wasn't a minor adjustment. Under the enhanced subsidies, people earning under 

150% of the federal poverty level now pay essentially nothing for coverage. Those 

between 150% and 400% FPL pay substantially less than they did under the original 



ACA. And people above 400% FPL—who previously paid full freight—now have their 

premiums capped at 8.5% of income, no matter how expensive their plan. 

Who Actually Benefits and What Happens If Subsidies Expire 

The common narrative is that enhanced subsidies primarily benefit high earners—the 

occasional family making $500,000 getting a few thousand dollars in assistance. This is 

misleading at best, and downright false if you were to consider the effects from a 

systemic point of view. The Congressional Budget Office projects that 2.2 million people 

will lose coverage in 2026 alone if subsidies expire, with 3.8 million losing coverage 

annually from 2026 through 2034. These aren't millionaires. They're working people 

across the income spectrum who simply cannot afford full-price health insurance. Let's 

break down what actually happens to different groups: 

Low-Income Enrollees (Under 250% FPL)  

• These are people earning less than roughly $37,650 for an individual or $77,250 

for a family of four. Most currently pay little or nothing for coverage—those under 

150% of FPL typically pay zero dollars in premiums. 

• If enhanced subsidies expire, those under 150% FPL go from paying $0 to 

approximately $387 per year. That might not sound catastrophic until you realize 

that for someone earning $20,000 annually, that represents 2% of their entire 

income. For someone already stretched thin by rent, food, and transportation 

costs, finding an extra $32 per month is often impossible. 

• The impact gets worse as income rises within this band. People at 150-200% 

FPL see premiums jump over 400%—from roughly $180 per year to $905. Those 

at 200-250% FPL face similar increases. Even though the absolute dollar 

amounts remain relatively modest, the percentage of income consumed by 

premiums becomes untenable for people with no financial cushion. The result 

isn't that they grit their teeth and pay more; the result is that they drop coverage 

entirely. 

Middle-Income Enrollees (400-600% FPL) 

• This is where the policy impact becomes genuinely brutal. These are people 

earning roughly $60,240 to $90,360 for an individual, or $123,600 to $185,400 for 

a family of four. Under current rules, they pay no more than 8.5% of their income 

for coverage—meaningful financial assistance that makes insurance affordable. 

• If enhanced subsidies expire, they don't just see reduced subsidies. They lose all 

subsidies and must pay full price. According to the Kaiser Family Foundation, 

individuals making above 400% of poverty in states using HealthCare.gov save 

an average of $4,248 annually due to enhanced subsidies. Without them, a 60-
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year-old making $65,000 might currently pay about $5,525 per year (the 8.5% 

cap). Full-price premiums for that same person could run $15,000 to $20,000 

annually—potentially 25-30% of gross income just for the privilege of having 

health insurance, before paying a single deductible or copay. 

The Subsidy Cliff Returns 

One of the most perverse effects of letting enhanced subsidies expire is the return of 

the subsidy cliff at 400% FPL. Consider two neighbors, both age 55: 

• Person A earns $62,500 (399% FPL) and still qualifies for subsidies under the 

original ACA rules. They might pay $6,000 per year for coverage. 

• Person B earns $63,000 (401% FPL) and receives no subsidy at all. They pay 

the full premium—say $15,000 per year—for identical coverage. 

Person B earns $500 more in income but pays $9,000 more for health insurance. That's 

an effective marginal tax rate of 1,800%. This isn't a bug in the original ACA design—it's 

a feature that was supposed to encourage people to keep their income below the 

threshold. In practice, it creates absurd outcomes where earning slightly more money 

leaves you substantially worse off. 

Also, the impact of subsidy expiration isn't uniform geographically. It varies dramatically 

based on where you live, how old you are, and what kind of work you do. Rural areas 

already have premiums roughly 10% higher than urban areas due to limited competition 

and higher healthcare costs. States that didn't expand Medicaid have more people in 

the 100-400% FPL range who depend entirely on marketplace coverage—no Medicaid 

below, no employer coverage, just the exchanges. 

The Case for Letting Subsidies Expire 

Despite the severe impact I've just outlined, there are seemingly legitimate arguments 

for letting enhanced subsidies expire. 

The fiscal cost is substantial. The Congressional Budget Office estimates that enhanced 

subsidies cost $335 billion over the 2025-2034 period—about $33.5 billion per year. 

That's not the largest line item in the federal budget, but it's not trivial either. It's roughly 

equivalent to the entire NASA budget, or about what we spend annually on the 

Supplemental Nutrition Assistance Program (food stamps). For lawmakers concerned 

about deficit reduction, $335 billion is real money. 

There's also a targeting argument, though it's weaker than commonly claimed. Yes, 

people earning above 400% FPL now receive subsidies that were originally designed for 

lower-income populations. A married couple in West Virginia earning $580,000 (a very 

cherry-picked example I'm parroting based off a WSJ article in favor of letting the 



subsidies expire) or a single person in Vermont making $180,000 can technically qualify 

for assistance under current rules, which strikes many as absurd. The counterargument 

is that these extreme cases represent a tiny fraction of subsidy recipients, and using 

outliers to characterize an entire program is misleading. 

The more sophisticated version of this argument focuses on opportunity cost. If we have 

$335 billion to spend on healthcare over the next decade, are premium subsidies the 

best use of those funds? Could we instead expand community health centers, invest in 

primary care physician training, negotiate pharmaceutical prices more aggressively, or 

fund public health infrastructure? Premium subsidies address the symptom (insurance 

is expensive) but not the disease (healthcare costs too much). 

Finally, there's the price signal argument. By hiding the true cost of health insurance 

from consumers, subsidies remove market pressure on insurers to control costs. If 

people had to pay full price, the theory goes, they'd demand cheaper options and 

insurers would have to compete on price. This argument has intuitive appeal but runs 

headlong into the reality that healthcare markets don't function like normal consumer 

markets—you can't shop around when you're having a heart attack, and information 

asymmetries make true price competition nearly impossible. 

The Case for Extending the Subsidies 

The case for extending enhanced subsidies comes down to one fundamental point: 

millions of people will lose health insurance coverage if these subsidies expire, and 

being uninsured has severe consequences. 

The CBO projects 2.2 million people will lose coverage in 2026 alone. That's not an 

abstract statistic. It's 2.2 million people who will delay or skip necessary medical care, 

who won't get prescriptions filled, who won't catch cancers early when they're treatable. 

The research on this is unambiguous: uninsured people have worse health outcomes, 

higher mortality rates, and greater financial insecurity. When people lose coverage, 

some of them die sooner than they otherwise would have. 

The "just let them buy insurance" response misses the affordability reality. At full price, 

comprehensive health insurance for a family can easily cost $20,000-30,000 per year in 

premiums alone, plus thousands more in deductibles and cost-sharing. For a family 

earning $140,000—well above the median household income—that could consume 15-

20% of gross earnings. Factor in mortgage or rent, food, transportation, childcare, and 

student loans, and there's simply no room in the budget. These families aren't being 

irresponsible; they're making the rational choice that they cannot afford insurance at 

those prices. 

There's also the market stability argument. Insurance markets work by pooling risk 

across healthy and sick people. When enhanced subsidies expire, the people most 



likely to drop coverage are younger and healthier enrollees who currently pay modest 

premiums but don't use much healthcare. The people who will hold onto coverage no 

matter what are older and sicker enrollees with chronic conditions who know they'll need 

care. As the pool becomes less healthy on average, premiums rise for everyone—

including the 93% of exchange enrollees who earn under 400% FPL and would still 

qualify for subsidies. This adverse selection spiral is a real risk that could destabilize 

exchanges far beyond just the people who lose subsidies directly. 

Geographic equity matters too. The original ACA subsidy structure created massive 

disparities based on where you lived. A family in rural Montana faced radically different 

affordability than an identical family in urban Massachusetts, not because of income 

differences but because of premium variations driven by local market conditions. 

Enhanced subsidies reduced this disparity by capping contributions at 8.5% regardless 

of local premium levels. Letting them expire would restore that geographic lottery. 

Finally, there's simple fairness. These subsidies have been in place for nearly four 

years. People have made life decisions—changing jobs, starting businesses, 

relocating—based on the assumption that healthcare would remain affordable. Pulling 

the rug out creates planning chaos and punishes people for trusting that policy would 

remain stable. 

What Both Sides Are Missing: The Cost Disease 

Here's where the debate frustrates me most. We're arguing about how to distribute the 

burden of healthcare costs while largely ignoring why those costs are so absurdly high 

in the first place. 

American healthcare spending is approaching 18% of GDP—nearly twice the OECD 

average. We spend roughly $12,000 per person annually, compared to $6,000 in 

countries like France, Germany, and Japan. And what do we get for that premium? 

Worse outcomes on most measures: lower life expectancy, higher infant mortality, more 

chronic disease. We pay double and get less. 

Premium inflation predates the ACA by decades. Healthcare costs have been rising 

faster than general inflation since the 1970s. The ACA attempted to address this 

through various mechanisms—medical loss ratios requiring insurers to spend 80-85% of 

premiums on actual care, essential health benefits to prevent junk plans, community 

rating to stop discrimination against people with pre-existing conditions, and various 

payment reforms to reduce unnecessary care. Costs continued climbing anyway. 

Republicans blame ACA regulations for eliminating market flexibility and competition. 

Democrats point to pharmaceutical pricing, hospital consolidation, administrative waste, 

and fee-for-service payment models that incentivize volume over value. Both sides have 

legitimate points, and neither has produced a solution that works at scale. 



The GOP's 2017 repeal-and-replace attempt would have increased the number of 

uninsured by tens of millions according to CBO projections, without clearly reducing 

underlying costs. Democratic proposals for a public option, Medicare expansion, or 

single-payer systems face accusations of rationing, reduced innovation, and 

government overreach. Meanwhile, every other developed country has figured out how 

to provide universal coverage at half the cost, but we've collectively decided their 

approaches are un-American or impossible here. 

What drives costs? It's a combination of factors: 

1. Pharmaceutical prices are vastly higher in the US than elsewhere because we 

don't negotiate prices the way other countries do. The same drug costs three 

times more here than in Canada. 

2. Hospital consolidation has reduced competition in many markets, allowing 

providers to charge whatever they want. When there's only one hospital system 

in your area, they have immense pricing power. 

3. Administrative complexity is staggering. We have thousands of different 

insurance plans, each with different coverage rules, formularies, and billing 

requirements. Providers employ armies of people just to navigate insurance 

bureaucracy. Studies suggest 25-30% of healthcare spending goes to 

administration. 

4. Fee-for-service payment models reward doing more—more tests, more 

procedures, more imaging—regardless of whether it improves outcomes. We pay 

for volume, not value. 

5. Defensive medicine drives up costs as physicians order unnecessary tests to 

protect against malpractice liability. 

6. Cultural factors matter too. Americans demand immediate access to specialists, 

new technologies, and aggressive end-of-life care in ways that other countries 

don't. 

The point is that premium subsidies—whether capped at 400% FPL or extended to all 

incomes—are Band-Aids on a system with structural fractures. They make insurance 

more affordable by transferring costs from individuals to taxpayers, but they don't 

address why insurance costs so much to begin with. Without fixing underlying costs, 

we'll be back here in a few years debating the next temporary patch to a system that's 

been breaking for decades. 

The Honest Conclusion 



I honestly don't think this is a "both sides have valid points" situation where reasonable 

people can simply agree to disagree. The consequences of letting enhanced subsidies 

expire are severe and fall primarily on vulnerable populations who can't absorb the 

shock. 

The case for expiration has internal logic around fiscal responsibility and program 

targeting, but it requires accepting that millions of people will lose health insurance 

coverage. That's not a theoretical concern—it's what CBO projects will actually happen. 

Some proponents argue this is acceptable because these people "don't really need" 

coverage or could "find cheaper options," but that's not supported by evidence. When 

people lose coverage, health outcomes worsen and financial hardship increases. 

The case for extension is more compelling once you understand who's actually affected. 

This isn't primarily about subsidizing wealthy families—though yes, some high earners 

do benefit. It's about preventing catastrophic premium increases for people earning 

$30,000 who currently pay nothing, and preventing the return of the subsidy cliff that 

creates 1,800% effective marginal tax rates. It's about maintaining coverage for self-

employed contractors and small business owners who have no other options. It's about 

not destabilizing insurance markets through adverse selection. 

But honestly? I'm most frustrated that this is the debate we're having at all—and that it's 

become the centerpiece of a government shutdown fight. Of all the policy hills to die on, 

premium subsidies seems like an odd choice. We're talking about a program that costs 

$33.5 billion annually (not trivial, but also not the budget-buster it's portrayed as) and 

directly affects several million people out of a population of 330 million. Meanwhile, the 

actual systemic issues that would benefit all 330 million Americans get ignored because 

they're harder and require admitting that our market-based healthcare approach has 

failed. 

The fascinating thing, to return to where I started, is that everyone involved—

Republicans, Democrats, insurers, providers, patients—agrees the status quo is 

unsustainable. Yet we seem incapable of moving beyond tribal battles over subsidy 

distribution to tackle the obvious solution: every other developed country has universal 

healthcare that costs half what we pay and produces better outcomes. We know this. 

The data is overwhelming. But we've collectively decided that unlimited healthcare 

choice and zero government "interference" are non-negotiable, even though every peer 

nation has concluded you can't optimize for market purity and universal coverage 

simultaneously. They chose coverage. We chose ideology. 

That's the state of American healthcare policy in 2025. Not broken—designed this way. 

We could fix it. We choose not to. And millions of people pay the price in worse health, 

financial ruin, and preventable death while we argue about the wrong questions. 



 

 


