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Medical Loss Ratio (MLR)
Definition & Measurement Details

The total amount (in dollars) of claims, and other expenses that improve quality of care, paid to members and healthcare providers by the insurance 
company over a certain period of time divided by the total premium earned during the same time period, as a percentage.

Medical Loss Ratio (MLR) measures the amount of money that a health 
insurance company spends paying out claims and improving the overall 
quality of care provided to their policyholders relative to total premium 
revenue (earned premium) over the same period of time. Through the 
Affordable Care Act (ACA), the U.S. government sets minimum levels 
for MLR. Health insurance companies are required to meet a minimum 
MLR of between 80-85% (depending on plan type - individual/small 
group, large group). If their MLR falls below these levels, they must 
provide rebates to their policyholders to cover the disparity. For this 
reason, health insurance companies strive to get as close to the required 
MLR number (80-85%) as they can, without going too far over (e.g., if 
the government’s MLR requirement is 80%, an insurer with an MLR of 
80.5% would be considered very good).

Claims Denial Rate (Medical/Health), Health Plan Members per Employee, 
Revenue per Health Plan Member

((Total Claims Paid Out + Expenses Devoted to Quality of Care 
Improvements) / Total Premium Earned) * 100

Two numbers are used to calculate this KPI: (1) the sum of claims 
paid out to policyholders/healthcare providers (e.g., doctors/practices, 
hospitals, etc.) and expenses related to quality of care improvements, and 
(2) the total amount of premium earned by the insurance company over 
the same period of time. Total claims paid out simply includes the amount 
of money paid out by the insurance company to cover medical costs. 
Quality of care improvement expenses incurred by insurance payers 
typically include costs related to health and wellness programs, technical 
support and training for healthcare providers, research and development 
of various medical treatments, and effective case management/care 
coordination. Premium earned is considered the total amount of revenue 
generated by the firm through policyholder premium payments. Do not 
include investment or interest-related revenue in the denominator for this 
calculation.

What is Medical Loss Ratio (MLR)?

Formula

Why should this KPI be measured? How is this KPI calculated?

Related KPIs

ABRIDGED CONTENT

Purchase to View Full Definition & Measurement Details!
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Medical Loss Ratio (Individual)
Benchmarks & Characteristics of High Performers

Medical Loss Ratio (Individual)
((Total Claims Paid Out + Expenses Devoted to Quality of Care Improvements) / Total Premium Earned) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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Medical Loss Ratio (Large Group)
Benchmarks & Characteristics of High Performers

Medical Loss Ratio (Large Group)
((Total Claims Paid Out + Expenses Devoted to Quality of Care Improvements) / Total Premium Earned) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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Medical Loss Ratio (Small Group)
Benchmarks & Characteristics of High Performers

Medical Loss Ratio (Small Group)
((Total Claims Paid Out + Expenses Devoted to Quality of Care Improvements) / Total Premium Earned) * 100

How to read this chart: This chart summarizes the performance gaps between high (Top 5%), mid 

(Median) and low (Bottom 5%) performers for this Key Performance Indicator (KPI). For example, the 

column labeled “Top 5%” represents a company that outperformed 95% of the peer group observed 

for this metric.
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Is High or Low Best?: XX

Characteristics of High Performers

• KPIs are well-defined, tracked and tied to 
performance reviews

• Robust self-service options for customer 
(online FAQs, etc.)

• Agents cross-trained to handle and resolve 
multiple call types

• KPIs are well-defined, tracked and tied to 
agent performance reviewsSAMPLE CONTENT

Purchase to View Actual Benchmarking Data!
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The OpsDog KPI Reports and their contents are protected by copyright laws, contain the 

trademark OpsDog, Inc., and are OpsDog’s proprietary information. No part of this book shall be 

reproduced, stored in a retrieval system, or transmitted by any means, electronic, mechanical, 

photocopying, recording or otherwise, without written permission from OpsDog, Inc.

OpsDog, Inc. assumes no liability with respect to the use of the information contained herein 

which is provided “as is” and there are no warranties of any kind provided by OpsDog with 

respect to this report. OpsDog assumes no responsibility for errors or omissions and will not be 

liable for any damages resulting from the use of the information contained herein.
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