
1) Health Plans’ Profits 

 

a. According to a PricewaterhouseCoopers‟ study, in 2007 health plans had an average 

profit margin of 3%.
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b. This chart below represents the 2007 profits for the top 10 companies in the oil, 

pharmaceutical and health plan sectors as well as Exxon and Chevron.
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c. Health care sector profits by industry.
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2) Causes of Rising Health Insurance Premiums 

 

a. According to a study by RAND Health for the California HealthCare Foundation 

“…medical costs explain nearly 89 percent of [health plan] revenue increases.”
iv

 

 

b. According to Kaiser Health News, “the major causes of health care‟s escalating costs are 

the rising prices and the increased use of medical services, including hospital stays, 

prescription drugs, new technologies and doctor visits.”
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c. According to CMS data, over 40 years, the real costs of private health insurance have 

grown at an annual rate of 5.2 percent. Benefits, as measured by the cost of health care 

services to members, have grown at real rate of 5.3 percent over the same time period. 

Administrative costs have grown more slowly, at a real rate of about 4.9 percent since 

1966.
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 (see chart)  

 

 
 

d. Administrative costs as a percent of private health care costs
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3) Health Plans’ Profits As a Share of Total Health Care Spending 

 

a. According to Kaiser Health News, “With the nation‟s health care spending estimated at 

$2.5 trillion this year, even the elimination of insurers‟ profits and executive 

compensation would lower health care spending by just 0.5 percent.”
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b. According to Dan Neil, a columnist for the Los Angeles Times, “Executive compensation 

at insurance companies is at best peripheral to escalating healthcare costs.”
ix

 

 

c. The chart below shows today‟s top 10 health plans‟ profits as a percentage of national 

health expenditures.  It has ranged from a low in 2000 of .18% to a high of .57% in 2007. 

 

i. From 2000 to 2008, the profits of today‟s top 10 health plans averaged roughly 

1.38 days of national health expenditures. 
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