
The Cost of Health Care
WHERE DOES A PREMIUM DOLLAR GO?1

Health Care Costs: Key Drivers
The price of medical care is the single biggest factor behind health care premiums. These expenditures reflect the cost  
of caring for those with chronic or long-term medical conditions, rising prescription drug costs, and the increased cost  
of new procedures and technologies as well as provider consolidation.

• In 2016, the total cost of treating chronic health conditions was $1.1 trillion—equivalent to nearly 6 percent of the nation’s GDP.2

• Ninety percent of health care spending goes to treating people with chronic conditions.3

• U.S. prescription drugs are among the highest in the world. Spending on retail prescription drugs, which reached nearly 
$370 billion in 2019, is one of the fastest growing segments in health care, representing 10 percent of total health care 
spending and increasing 5.7 percent over 2018.4 

• In a 2020 report to Congress, MedPAC found that in areas with consolidated markets, commercially insured patients 
appear to pay higher prices for care and insurance, and providers with greater market power have higher profit margins 
on non-Medicare patients.5

QUICK FACT: State and 
federal laws governing 
medical loss ratios (MLR) 
require that a certain 
amount, typically 80 to 85 
cents out of every premium 
dollar collected by insurers, 
goes directly to pay for 
members’ care and not 
administrative, marketing 
costs or profits.
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All figures represented above are from America’s Health insurance Plans.



Blue Cross Blue Shield Association is an association of independent Blue Cross and Blue Shield companies.
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