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In the fall of 2004, the Alliance for Advancing
Nonproﬁt Healthcare undertook an extensive
Internet search of empirical studies conducted over
the past two decades by health care researchers on
the performance of nonproﬁt health plans related
to costs, quality, access, or community beneﬁt more
generally. Viewed as a whole, the ﬁndings of major
studies and reports, summarized here, indicate
superior performance by nonproﬁt health plans as
a group.
Nonproﬁt health plans are ﬁnancially healthy with
lower operating margins3
By December 31, 2002, investor-owned health
plans tracked by Sherlock Co. reported an
average margin of 3.7%, almost double the
2.0% reported by nonproﬁt Blue Plans.1
Under the National Association of Insurance
Commissioners risk-based capital formula,
adopted in 1998, the higher the ratio, the
greater the ﬁnancial ﬂexibility to invest
in new initiatives and technologies and
in customer growth. By the end of 2002,
the nonproﬁt Blue plans’ ratio was 727%,
compared with 623% for all Blue plans and
the 200% early warning threshold established
by NAIC.1
A 2003 study of nonproﬁt and for-proﬁt
health plans in New York State, where the
plans are predominantly nonproﬁt upstate
and predominantly for-proﬁt downstate,
found that upstate nonproﬁt plans had lower
operating margins (2.3% versus 8.1%).3

Nonproﬁt health plans spend more on patient care
and less on administrative costs3
During the period 1997-2000, the medical
loss ratio (the percentage of total revenue
spent on health care) averaged almost 84%
for nonproﬁt Blue plans, compared with
74% for for-proﬁt Blue plans and 80% for
commercial insurers. During the same period,
administrative costs as a percentage of
total premium revenues averaged 13% for
nonproﬁt Blue plans, 23% for for-proﬁt Blue
plans, and 15% for commercial insurers.2
A 2003 study of nonproﬁt and for-proﬁt
health plans in New York State, where the
plans are predominantly nonproﬁt upstate
and predominantly for-proﬁt downstate,
found that upstate nonproﬁt plans spent
1.5 percentage points less of their operating
revenues on administration and spent 7.3
percentage points more on medical care.
Nonproﬁt health plans have better quality and
service, according to physicians and members
A 1998 study of 76 plans based on annual
reports and physician surveys found low
quality ratings on ﬁve key preventive care
goals established by the U.S. Public Health
Service for plans with low medical loss ratios
and high administrative costs, which, as noted
above, are typically for-proﬁt plans.4
A study of 14 HEDIS quality-of-care measures
using 1996 NCQA data for 248 investor-owned
plans and 81 nonproﬁt plans found that the
nonproﬁt plans had consistently better quality
after controlling for model type, geographic
region, and other factors.4
A 1998 study of 82,000 Medicare managed
care enrollees found that the strongest

predictors of customer ratings of plan
performance were tax status and afﬁliation;
for-proﬁts scored signiﬁcantly worse on
customer service and access criteria. Voluntary
disenrollment rates of for-proﬁt national
plans were twice those of nonproﬁt national
plans.5
A 2002 study found that patients in nonproﬁt
HMOs were more likely than those in forproﬁt HMOs to be very satisﬁed with their
overall health care. Sick enrollees in for-proﬁt
HMOs were more likely to be dissatisﬁed with
administrative barriers, delayed care, unmet
need, and high out-of-pocket expenses.5
An analysis of Medicare HMO disenrollment
data for 1996 found that low disenrollment
rates were related to nonproﬁt status of the
HMOs. Seven of the ten plans with the highest
disenrollment rates were for-proﬁt, and nine
of the ten plans with the lowest disenrollment
rates were nonproﬁt.5
Nonproﬁt health plans provide more social
beneﬁts to their communities
A 1999 survey of CEOs, medical directors,
and community affairs directors of HMOs in
a random sample of 40 HMOs in 29 states,
stratiﬁed by size, found that nonproﬁt
ownership and local control were the two
most consistently important factors in
determining the breadth of community
beneﬁts, and inﬂuence of local business
leaders was the single most important factor
in predicting high levels of spending on
community beneﬁts.6 Local ownership and
local business inﬂuence tend to go hand-inhand with nonproﬁt status.
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