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Introduction

The Affordable Care Act created the Consumer Operated and Oriented Plan program to encourage
new nonprofit, member-governed health insurers in individual and small-group markets. These CO-
OPs were intended to add competition in places where consumers often had few insurers and to test
whether a plan accountable to members rather than outside shareholders could operate differently.
The idea was attractive because insurance markets involve recurring tensions among affordability,
solvency, provider payment, network access, and administrative cost. A nonprofit governance
structure could direct surplus toward reserves, benefits, service, or lower premiums, but it could not
eliminate the actuarial requirements that determine whether an insurer can pay future claims.
Twenty-three organizations ultimately received federal start-up or solvency loans, and several initially
offered competitive premiums and attracted substantial enrollment. Many later failed, making the
program a useful case study in both the promise and difficulty of cooperative insurance. The relevant
lesson is not that member governance was inherently successful or unsuccessful. It is that insurance
reform requires governance, capital, pricing discipline, operational expertise, and stable regulatory
rules to work together (Centers for Medicare & Medicaid Services, 2026).

CO-OPs Were Insurers, Not Cooperative Clinics or a
Public Option

An ACA CO-OP was a private nonprofit health insurance issuer governed substantially by its members.
It was not a government-run public option, a hospital cooperative, or an accountable care
organization. The distinction matters because an insurer assumes financial risk for covered medical
claims and must maintain reserves, price products, contract with providers, process claims, manage
networks, comply with state and federal regulation, and serve members across an entire benefit year.
The ACA provided loans to support start-up and solvency requirements and imposed governance rules
intended to limit control by existing insurers and encourage consumer participation. Member
governance could create channels for enrollees to influence plan priorities, but directors still needed
expertise in actuarial science, finance, insurance regulation, clinical quality, technology, and
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executive oversight. Democratic structure cannot replace technical competence. A board may be
accountable to members and still approve premiums that are too low, expand faster than
administrative systems can support, or underestimate high-cost claims. The cooperative model
therefore changes who controls the insurer; it does not change the mathematical requirement that
expected premiums, subsidies, risk transfers, and reserves must be sufficient to meet obligations.

Early Competitive Pricing Created Both Value and
Vulnerability

Federal reviews found that CO-OP premiums were competitive in many rating areas during the
program'’s early years, and combined enroliment grew rapidly by 2015. From a consumer perspective,
new entrants could increase choice and pressure established insurers to respond on price or service.
Rapid growth, however, can expose a young insurer to risks that are not visible in enroliment totals.
New plans have limited claims history, immature information systems, less bargaining leverage with
providers, and little experience forecasting the medical needs of a new membership. If premiums are
set too low, successful enrollment can accelerate losses because every additional member brings
more underpriced risk. A start-up also incurs fixed expenses for compliance, call centers, claims
administration, provider contracting, data systems, and marketing before achieving stable scale.
Several CO-OPs encountered exactly this combination of fast enrollment and weak financial margins.
The episode demonstrates why affordability should be measured together with solvency. A premium
that attracts customers but cannot support claims, reserves, and operations may create short-term
savings followed by disruption when the plan exits and members must find replacement coverage
(U.S. Government Accountability Office, 2016).

Risk Programs and Policy Stability Matter to New
Entrants

Health insurance is unusually sensitive to the health profile of enrolled members because medical
spending is concentrated among a relatively small share of people. The ACA therefore included
mechanisms intended to reduce incentives for insurers to avoid people with greater expected
healthcare needs and to stabilize the new marketplaces. Risk adjustment continues to transfer funds
based on the relative risk of plan membership, while reinsurance and risk corridors served different
temporary roles during the early implementation period. New CO-OPs had to estimate these transfers
while also learning the actual cost of their members. Changes and uncertainty surrounding federal
payments, especially lower-than-expected risk-corridor payments, intensified financial pressure on
some organizations already operating with narrow reserves. This does not mean federal policy alone
caused every failure; management, pricing, claims experience, market competition, and capital
constraints differed across plans. It does show why start-up insurers are vulnerable to rule changes
after premiums have been filed. A stronger cooperative model would require conservative stress
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testing of claims, enrollment, provider prices, and risk transfers before rapid expansion and would
preserve regulatory predictability whenever plans have already committed to annual rates.

Member Governance Is Valuable Only When It
Changes Accountability

Consumer governance can distinguish a cooperative insurer when members receive useful
information, elect capable directors, and have a realistic way to influence priorities. It becomes
symbolic when participation is low, directors lack technical support, or management can invoke the
language of membership without showing how member concerns changed decisions. Effective boards
need fiduciary duties, conflict-of-interest controls, independent audit, actuarial expertise, and clear
reporting on complaints, network access, quality, executive compensation, and solvency. Members
should not be expected to vote on highly technical pricing models they cannot evaluate, but they can
help identify whether benefit designs, communication, directories, appeals, and customer service
match actual needs. Governance also creates an obligation to explain difficult tradeoffs. A plan cannot
simultaneously promise the lowest premium, the broadest network, the richest benefits, unlimited
service, and strong reserves without sufficient revenue. Cooperative leadership should therefore
make these constraints visible instead of treating every desirable outcome as compatible. Member
control is most meaningful when it improves transparency and responsiveness while preserving the
professional disciplines needed to protect the insurer from insolvency.

Affordability Depends on Networks, Benefits, and
Total Household Cost

Premium competition is only one dimension of useful insurance. A low-cost plan can still be difficult to
use when deductibles are high, important medicines are poorly covered, provider directories are
inaccurate, or specialists are unavailable within a reasonable distance. Cooperative design should
therefore measure total household cost, network adequacy, appointment availability, appeals, and
the percentage of members delaying necessary care. Rural markets create particular challenges
because a small insurer may have little leverage when one hospital or specialist group dominates a
region. Narrow networks can lower negotiated prices but can also disrupt continuity or expose
members to travel burdens. Shared administrative infrastructure among nonprofit plans could reduce
fixed costs for technology, pharmacy negotiation, analytics, or compliance, yet outsourcing also
requires strong data governance and vendor oversight. Affordability must remain sustainable:
premiums need to cover expected claims and operations, while subsidies and risk programs address
costs that households or individual plans cannot reasonably absorb alone. An organizational form
cannot create unlimited healthcare resources; it can only decide how financial risk, governance, and
negotiating power are structured.
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Future Cooperative Models Should Grow More
Slowly and Stress-Test More Aggressively

A stronger cooperative strategy would preserve member-centered governance while correcting the
vulnerabilities exposed during the ACA program. Adequate initial capital is essential because claims
volatility and administrative costs can be severe before a plan develops reliable experience. Pricing
should use conservative assumptions and independent actuarial review, while growth targets should
be staged so operations, provider networks, reserves, and customer service can expand together.
Stress tests should model unexpectedly high enroliment, adverse claims, provider-price increases,
inaccurate risk-adjustment estimates, technology failure, and changes in public policy. Boards should
receive dashboards that combine financial solvency with access, quality, complaints, and member
experience. Regulators need timely information and authority to require corrective action before a
plan reaches crisis. Cooperation can also occur without creating a full insurance carrier: purchasing
groups, shared-services organizations, community navigation networks, or provider cooperatives may
achieve narrower objectives with less balance-sheet risk. The appropriate structure depends on the
problem being solved. A cooperative should be chosen because member control and shared
infrastructure create a specific advantage, not simply because the term sounds more equitable.

Conclusion

The ACA CO-OP program tested whether nonprofit, member-governed insurers could increase
competition and accountability in health insurance markets. The experience produced genuine
consumer benefits in some areas, including additional choices and initially competitive premiums, but
it also demonstrated how quickly a start-up insurer can become unstable when pricing, claims,
capital, operations, and regulatory uncertainty move in unfavorable directions. The main lesson is not
a simple verdict for or against cooperative insurance. Member governance can improve
responsiveness, yet it cannot replace actuarial discipline, experienced management, reliable data,
sufficient reserves, or effective regulation. Sustainable reform must consider premiums together with
deductibles, provider access, service, quality, and long-term solvency. Future cooperative models
would be stronger if they began with more capital, expanded in stages, shared selected
administrative infrastructure, stress-tested policy and claims uncertainty, and gave members
meaningful but informed oversight. Health insurance can become more accountable to the people it
covers, but a plan serves those members only when it can continue paying claims and maintaining
access throughout the period in which coverage has been promised.
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