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Date: May 7, 2014

On May 1, HHS released a report on the number of people enrolling in the Exchanges
during the first open enrollment period, which ended March 31, 2014." HHS has also published
data on the amount that has been spent on establishing Exchanges: both grants HHS has made to
states--both to those that have established their own Exchanges and those that have not--and
funds HHS has used to establish the federally-run Exchange. That data has been compiled by the
Congressional Research Service.” Fourteen states plus the District of Columbia have established
their own Exchanges, while the federal government operates the Exchange in the other 36 states.

By combining the HHS data on enrollment through the Exchanges through March 31,
2014 with the HHS data on Exchange funding through March 31, 2014, the attached chart
calculates a cost-per-enrollee for each state’s Exchange. Among other things, the chart indicates
the following:

* The total spent on all the Exchanges was $7.394 billion. The total spent on the
Exchanges in the 15 jurisdictions operating their own Exchanges was $3.869 billion, while the
total spent on the Exchanges in the 36 states in which the federal government operates the
Exchange was $3.524 billion.

* The average cost-per-enrollee for all 50 states plus DC was $922. For the 15
jurisdictions running their own Exchanges it was $1,503, while for 36 states in which the federal
government operates the Exchange it was $647. Cost-per-enrollee in states running their own

' HHS Office of the Assistant Secretary for Planning and Evaluation, ASPE Issue Brief, Health Insurance
Marketplace: Summary Enrollment Report for the Initial Annual Open enrollment Period, May 1, 2014.

2 Congressional Research Service, Federal Funding for Health Insurance Exchanges, March 28, 2014,



Exchanges was thus 2.3 times as much as the cost-per-enrollee in the 36 states in which the
federal government runs the Exchange.

* There was a very large variation in cost-per-enrollee among the Exchanges. Of the 15
state-run Exchanges, the state with the lowest cost-per-enrollee was California, at $758, while
the state with the highest cost-per-enrollee was Hawaii, at $23,899. Excluding Hawaii and the
District of Columbia, which were outliers, the state Exchange with the highest cost-per-enrollee
was Massachusetts, at $5,681. Hawaii’s cost-per-enrollee was 32 times California’s, while
Massachusetts’s was 7 times California’s.

* The state with the highest cost-per-enrollee of the 36 federally-operated Exchange
states, based on allocating 1/36 of federal Exchange spending to each state,” was North Dakota,
at $7,089. The state with the lowest cost-per-enrollee was Florida, at $76. North Dakota’s cost-
per-enrollee was 93 times that of Florida’s.

* Among the 15 state-run Exchanges, only one--California’s--had a cost-per-enrollee of
less than $1,000. Among the 36 federally-run Exchanges, on the other hand, 18--50%--had a
cost-per-enrollee of less than that amount.

* The five states with the lowest cost-per-enrollee are all states whose governors and/or
legislatures have resisted the ACA, and whose Attorneys-General challenged the
constitutionality of the ACA. They are as follows:

State Cost-per-enrollee
Florida $ 76
Texas $ 102
Georgia $ 240
Virginia § 376
Michigan $ 427

* The five jurisdictions with the highest cost-per-enrollee include three whose elected
leaders support the ACA and two that oppose it. Those five are as follows:

State Cost-per-enrollee
Hawaii $23,899
District of Columbia $12,467
North Dakota $ 7,089
Delaware $ 6,825
Wyoming $ 6,323

? Administrative costs are allocated 1/36 to each of the 36 states, regardless of population, because the
technology necessary to operate the Exchange is substantially similar in each state regardless of its
population. To the extent that non-technology costs are higher in larger states, this allocation overstates
cost-per-enrollee in smaller states and understates it in larger states.
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The common denominator among these five jurisdictions is that they are very small--all
with populations of less than 1.4 million--and thus must spread the fixed costs of the Exchange
over a very small base. Nevertheless, Hawaii and DC, which run their own Exchanges, had
costs-per-enrollee that were far higher than those in any of the federally-run small states--almost
twice as high in DC, and more than three times as high in Hawaii.

* Among the conclusions that can reasonably be drawn from the combined Exchange-
enrollment/Exchange-funding data are the following:

- Because the federal Exchange costs so much less per-enrollee than the state
Exchanges, the more states in which the federal Exchange operates, the more money taxpayers
save.

- For the same reason, state officials refusing to establish their own Exchanges
appear to have unwittingly contributed to the efficient implementation of the Exchange in their
states.

- Much of the money going to state-run Exchanges has not been well-spent. HHS
may therefore wish to focus not on making additional Exchange grants to states, but rather on
continuing to upgrade the federal Exchange, which will continue to operate in the large majority
of states, and which provides substantially greater value to taxpayers than do the state-run
Exchanges.
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