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DCALIFORNIA HEALTH PLAN PROFIT MARGINS: LOWER THAN YOU MAY THINK

4% Average Net Profit Margin for  
California Commercial Health Plans

D CONSUMER PROTECTIONS 
 LIMIT HEALTH PLAN PROFITS

D MEDICAL CARE CONSUMES 
 89% OF PREMIUMS IN CALIFORNIA

If insurers don’t meet these 
requirements, they are required 
to issue rebates under state and 
federal law.

California health plans are efficient and maintain  
low administrative costs and profit margins

out of every dollar must 
be spent on medical care

80-85¢

4% - PROFITS

7% - ADMIN

89% for Medical Care —  
that’s more than $82 billion.

SOURCE: Analysis of 2013 Department of Managed Health Care data for commercial health plans

DHEALTH PLAN PROFIT MARGINS 
 AMONG LOWEST IN THE HEALTH CARE SECTOR

DCALIFORNIA HEALTH PLANS MAINTAIN 
 MODEST PROFIT MARGINS YEAR OVER YEAR
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High cost specialty drugs 

offer high dividends  

for the manufacturers.   

Gilead Sciences, Inc.’s 

profits have nearly tripled 

since introducing its  

new hepatitis C drug 

Sovaldi – which costs  

up to $1,000 per  

pill ($84,000 for  

12-week treatment) –  

late last year.

12.1%


