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What are high-risk pools and how would they work?

Republican health reform proposals commonly seek to provide insurance coverage to people with high-cost medical
conditions through high-risk pools. Intended for the “uninsurable” in a future deregulated private market, high-risk
pools would compensate for the weakening or elimination of Affordable Care Act (ACA) rules prohibiting
insurance plans from discriminating against applicants based on their health status. High-risk pools would be
administered by the states and funded by enrollee premiums, state tax revenue, and federal subsidies.

What’s the backstory?

People with preexisting conditions have historically faced difficulty obtaining private health coverage and have
been costly to insure. The Commonwealth Fund found in 2010 that more than one-third (35%) of adults who had
tried to buy a health plan on their own in the previous three years—about 9 million people—had been turned down
or charged a higher price because of a health problem or had a medical condition excluded from coverage L1

Between 11.6 million and 19.1 million people with chronic conditions were uninsured prior to 2014, when the
ACA’s coverage expansions took effect.2##2) Tq cover this population, 35 states had established high-risk pools by
2011. These programs struggled with high costs and offered only limited coverage. Enrollees paid premiums up to
two-and-a-half times larger than those charged to healthy beneficiaries buying coverage on their own and faced
deductibles as high as $25,000 and annual coverage limits as low as $75,000.3(4#3) Nearly all state pools excluded




coverage of preexisting conditions for up to 12 months. Even with such limited coverage, premiums covered Just
over half of each high-risk pool’s total costs. In the end, high-risk pool enrollment was less than 226,000—just 0.6
percent of the uninsured population in the 35 states.2(/#4)

Following the ACA’s enactment in 2010, the federal government created a temporary national high-risk pool, the
Pre-Existing Condition Insurance Plan (PCIP) program. Its purpose was to cover people with underlying health
conditions until the new law’s insurance market regulations—including the ban on denying coverage—took effect

in 2014 2(##3) The program ended up covering only about 130,000 people, fewer than expected.

While premiums for PCIP enrollees were below the state high-risk pool average, they were still high for people with
low or moderate incomes—the ones most likely to need such coverage. And because the PCIPs had no waiting
periods, enrollees tended to be sicker, and thus more expensive to cover, than prior enrollees in state high-risk pools.
Faced with higher-than-anticipated costs and a limited budget, the PCIP program stopped accepting new enrollees in
its final year.

Despite this experience, many conservatives see high-risk pools as a replacement for some of the ACA’s insurance
market regulations. They believe the pools would address the needs of individuals with preexisting conditions while

reducing costs for healthier people across the private insurance market 86
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national standard risk rate based on federally administered PCIP premiums.
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How would high-risk pools differ from current policy?

Under the ACA, previously uninsurable adults with preexisting conditions have been able to enroll in private
marketplace plans in every state or in Medicaid, for which 31 states and the District of Columbia have expanded

eligibility. Insurers are prohibited from denying anyone coverage or charging them higher premiums based on
health.

Because of these regulations, people with health issues have significantly better access to private plans than they did
before the ACA. Of those people with health problems who had shopped for a plan on their own, the percentage
finding it difficult to find an affordable plan fell from 70 percent in 2010 to 42 percent in 2016 234D And because
everyone is required to have insurance, marketplace enrollees also include plenty of healthy people to balance out

higher-risk enrollees.

Some repeal-and-replace plans would concentrate high-risk individuals in separate risk pools, signaling a possible
return to the pre-ACA landscape. 83 ##8) The House Republicans’ bill would provide $100 billion in federal grants
over 20182026 for states to implement high-risk pools or other strategies to mitigate insurer risk, such as

reinsurance programs, 2 ##2

How would high-risk pools affect current marketplace enrollees?

Some Americans now covered by an ACA marketplace plan may ultimately have more expensive coverage
providing less financial protection. The experience with state-based high-risk pools and the more recent national

PCIP program indicates that many current marketplace enrollees would face very high premiums and deductibles. 12
(#/#10)

How would high-risk pools affect the federal budget?

Because high-risk pools consolidate people with preexisiting conditions into a single program, substantial funding is
necessary to provide everyone who enrolls with a reasonable level of coverage. If the 15.4 million uninsured

Americans with preexisting conditions in 2014 were covered in a national high-risk pool, the net federal cost to
insure them would be $178.1 billion per year 1LG/#11)
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