
Individuals who have pre-existing health problems face 
significant barriers obtaining health insurance coverage in
the nongroup market. In employer-sponsored plans,
those with pre-existing health problems cannot be
excluded from coverage or charged higher premiums.
However, the same rules do not apply in the nongroup
market. 

Many insurance companies refuse to issue policies or limit
coverage for people with pre-existing health problems in
the nongroup market. For example, a national study
conducted for the Kaiser Family Foundation found that
8% of insurers refused to issue a policy to a 24-year-old
female with hay fever, and 55% refused to issue a policy
to a 55-year-old, overweight, male smoker with high
blood pressure.1

BlueCross BlueShield of North Carolina (BCBSNC) is the
only insurer in the state to offer health insurance in the
nongroup market on a guaranteed issue basis. Premiums
vary, based on the age, geographic location, and health
status of the individual. The premiums are established 
to cover the anticipated costs of care for people with 
pre-existing health problems. Since there are no other
sources of payments for these individuals with high
medical costs, premiums may be as much as seven times
the standard rate charged to someone with average health
risks. For example, nongroup health insurance coverage
for a 35-year-old man with major health problems could
cost more than $800/month (for a $1,000 deductible,
30% coinsurance plan), or more than $1,800/month for
a 55-year-old man. Coverage for women is generally
more expensive, especially if they want maternity coverage.
People with pre-existing health problems are most in need of
health insurance to help pay for healthcare services, but the
premiums needed to cover the costs of care often make this
coverage unaffordable in the nongroup market. 

Thirty-three states have established high-risk pools to help
spread the costs of providing insurance to people with 
significant pre-existing health problems.2 Research suggests
that about 1% of the population have difficulties obtaining 

insurance due to their health status. This population is
often called the “medically uninsurable.”3 Experience
from other states with high-risk pools suggest that 10%-
30% of these individuals may enroll in a high-risk pool,
depending on the premium price and whether the state
offers additional subsidies for low-income people.2

States typically limit the maximum premium charged to
medically uninsurable individuals to no more than 150%
of the standard rate in order to make it more affordable.
Some states provide a further subsidy to help lower-income
individuals pay their premiums. The premiums paid do
not cover the full cost of the claims incurred in these
high-risk pools. Therefore, most states fund the deficits
through an assessment on insurance companies, state
appropriations, or other means. 

The NC Institute of MedicineTask Force on Covering the
Uninsured recommended that the NC General Assembly 
create a high-risk pool that limits premiums to 150% of the
standard risk, so that more people with pre-existing health
problems can afford coverage. Losses should be covered
through an assessment on insurers, including traditional
insurance companies, Health Maintenance Organizations
(HMOs), Multiple Employer Welfare Arrangements
(MEWAs), third party administrators, and stop-loss and
reinsurance carriers.4,2 Providers would be paid using
Medicare payment rates, which are less than what is 
typically offered through commercial insurance. The
General Assembly should also help subsidize premium
costs for lower-income individuals.5

Federal funding is available to help defray some of the costs of
the high-risk pool. Congress appropriated funds to provide
start-up grants of up to $1 million for states that have not
yet established a high-risk pool. In addition, Congress
appropriated $75 million/year through 2010 to help offset
some of the ongoing operational costs of state high-risk
pools: 40% of the money will be distributed equally among
states that operate high-risk pools, 30% based on the
numbers of uninsured in the state, and 30% based on the
number of participants in the state’s high-risk pool. 
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