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Health Insurance Exchanges: 
The Critical Issues of 

Participation Rates and Market Share 
 

The 20 Percent Market Share Threshold 

“Identifying the key features of a successful Exchange, David Riemer and Alain 
Enthoven wrote: „… the Exchange would need to act on behalf of a critical mass of 
people – at least 20 percent of the insured population that does not already receive 
Medicaid or Medicare. Only a pool of this size could attract serious bids from insurers. To 
amass such a large purchasing pool, Congress might need to require that all 
government employees, or all employers with fewer than 100 employees, join the pool.‟ 
„The Only Public Health Plan We Need,‟ The New York Times, June 25, 2009” 

Source: Washington State Health Care Authority, Health Benefits Exchange Project, Issue Brief #5, “Keeping 
an Exchange Healthy: The Role of Participation and Sustainable Administrative Revenue,” First Draft for 
Comments and Discussion, November 24, 2010. 
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Participation Rates and Exchange Administrative Costs 

• Jon Kingsdale (former executive director of Massachusetts’s Exchange) 

“Simply put, an exchange sells insurance. If it does not enroll many people, it has failed 
at its core mission. Under the ACA, the administrative budgets for state exchanges will 
be covered through surcharges on transactions, so both margin and mission depend on 
sales.”  

Source: “Health Insurance Exchanges – Key Link in a Better-Value Chain,” New England Journal of Medicine, 
June 10, 2010, p. 2147. 

 

• Timothy Stoltzfus Jost (Washington and Lee University School of Law)   

“…an exchange must achieve a significant size to be able to create economies of scale 
and limit administrative costs. Any exchange will have certain fixed expenses, such as 
personnel, IT, publication, legal rent, and utilities. Spreading these expenses over a 
larger population will reduce the costs imposed on each participant.”    

“It is not at all clear that the ACA exchanges will significantly reduce administrative costs 
as they have many responsibilities and will not be inexpensive.” 

Source: “Health Insurance Exchanges and the Affordable Care Act: Key Policy Issues,” Commonwealth 
Fund, pub. no. 1426, pp. 9 and 18. 


