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Administrative Cost in Health Care Compared with Other Economic Sectors



THE
COMMONWEALTH

FUND
GDP refers to gross domestic product.
Source: OECD Health Data 2011 (June 2011).

Health Care Spending as a Percentage of GDP, 1980–2009
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Source: OECD Health Data 2011 (June 2011).

Average Health Care Spending per Capita, 1980–2009
Adjusted for differences in cost of living
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High U.S. Insurance Overhead:
Insurance-Related Administrative Costs

• Fragmented payers + complexity =
high transaction costs and
overhead costs

– McKinsey estimates adds
$90 billion per year*

• Insurance and providers

– Variation in benefits; lack of
coherence in payment

– Time and people expense for
doctors/hospitals
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Spending on Health Insurance Administration
per Capita, 2007

* McKinsey Global Institute, Accounting for the Costs of U.S. Health Care: A New Look at Why Americans Spend
More (New York: McKinsey, Nov. 2008).
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Total Annual Cost to U.S. Physician Practices for
Interacting with Health Plans Is Estimated at $31 Billion1

MDs
$15,767

Nursing staff
$21,796

Clerical staff
$25,040

Senior administrative
$3,522

Lawyer/Accountant
$2,149

Total Annual per Practice Cost per Physician: $68,274

Mean Dollar Value of Hours Spent per Physician per Year
on All Interactions with Health Plans

1 Based on an estimated 453,696 office-based physicians.
Source: L. P. Casalino, S. Nicholson, D. N. Gans et al., “What Does It Cost Physician Practices to Interact
with Health Insurance Plans?” Health Affairs Web Exclusive, May 14, 2009, w533–w543.
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State studies find as much as 25% waste
compared with Canadian administration
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Alternative Estimates of Single-Payer Savings on
State Level

Friedman Lewin Gruber-Hsiao Other


