
-

Pet Health Insurance 

by Julie Hemeyer 

Honors 499 

Honors Thesis 

31 May 2001 

-



--

-

-

Abstract 

~Coll 
,he.::.!.':: 
LD 
~L;;;::;t 

The idea to use pet health insurance as the subject of my thesis came to • H4b 

me through a combination of my major in insurance and my dog Guen. I was 

watching her play one day when it occurred to me that if she were ever in an 

accident or in need of some type of emergency veterinary care, I would be 

unable to COVE~r that expense. My next thought was that I wished I could get 

health insurance for her. The more I considered this idea, the better it sounded 

to me. It sounded so good in fact, that I began t wonder if this type of insurance 

was not already available and I was just unaware of it. When I began some 

research in the area and discovered that pet health insurance was available, I 

began asking other people I knew if they had been aware that this product 

existed. Most were not. After this I quickly concluded that this topic would be a 

good one for my thesis. It is one that relates to my area of study, many are 

unaware of its existence, and I think that people, and their pets, could benefit 

from knowing more about it. 
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The first health insurance contract was written in the year 1850, and since 

that time health insurance has become a very important part of American society. 

Much more recently a new area of health insurance has emerged: health 

insurance for pets. In the United States today, nearly 40% of all households own 

at least one dog, and 30% of households own at least one cat (HSUS Programs). 

The amount of money spent on these pets annually approaches a national total 

of $11 billion (McKinney). From these numbers it is easy to see that pets are 

also an important part of American society. Many people regard their pet as 

another member of the family. In spite of this, though, many pets are put to sleep 

every year because they suffered an accident, injury, or illness that was too 

expensive for their owner to pay to have it corrected. In other instances, animals 

are forced to live with conditions that are unpleasant because they cost too much 

to cure. One solution now available for problems such as this is to purchase 

health insurance for pets. 

In this paper I am going to show that pet health insurance meets all the 

elements of insurability, provide a history of health insurance for pets in the 

United States, and give information about the different companies that offer this 

product, including coverages they offer, limits to those coverages, and premiums 

charged. I will also supply information about pet health insurance markets in 

foreign countries, discuss advantages and criticisms of this product, and supply 

some altematives for those who like the idea some protection for their pets, but 

do not think that pet health insurance is the right option for them. 
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In order for a risk to be insurable, it must meet six criteria. The first is that 

there must be a large number of exposure units. In the United States in the year 

2000, there were approximately 62,400,000 owned dogs and 64,250,000 owned 

cats (HSUS Programs). Each of these animals counts as one exposure unit 

because each has the risk of developing health-related problems. The second 

criterion is that losses must be accidental and unintentional in order to avoid 

moral hazard and to assure randomness. This criterion is met because illnesses 

in animals, like in humans, are contracted without intention. This criterion can 

also be regulated because insurance policies can exclude coverage for risks that 

are not accidental and are not unintentional. Third, an insurable risk must have a 

determinable and measurable loss. This is simply met. It can easily be 

determined if a pet has an illness or has been hurt in an accident, and the bill that 

is received from the veterinarian after treatment has been administered can 

measure the loss. Fourth, there should be no catastrophic loss possibility. While 

veterinarian bills for animals can be quite large, they are not catastrophic. In 

addition, the probability of many insured pets having very large claims at one 

time is negligible. Therefore this criterion is also met. Fifth, there must be a 

calculable chance of loss. Pet health risks apply because we know about how 

many pets are owned, and insurers could get information from veterinarians as to 

how much is spent on pet health care in a year. In addition, after this product 

has been in use for a number of years, insurers will be able to develop more 

accurate tables to predict losses. Finally, premiums should be economically 

feasible. Obviously, if the premiums are too high for people to afford, there will 
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be no demand for the product. Since pet health insurance has met all other 

criteria, this one is also possible. Premiums can run from around $80 to $400 

per year depending on the amount of coverages desired. This way the 
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purchaser can determine the cost. Pet health insurance meets all the criteria that 

make up an insurable risk. It has already been developed as a product and is 

currently offered to any that wish to purchase it. 

The oldest company to offer health Insurance for cats and dogs in the 

United States, Veterinary Pet Insurance (VPI), was begun in 1982 by Jack L. 

Stephens and 750 other independent veterinarians. Since VPl's inception, it has 

issued over 85,000 pet insurance policies. Much of its success can be attributed 

to its strategic partnerships that include Ralston Purina and Bayer. VPI is 

endorsed by the Humane Society, and is backed by National Casualty Company. 

Also in 1998 a subsidiary of Nationwide Insurance, Scottsdale Insurance 

Company, invested $4 million in VPI, and Veterinary Centers of America invested 

$5 million. For almost 18 years this company was about the only option for 

American consumers wanting pet health insurance. Finally, in November of 

1997, PetsHealth, endorsed by AAA and backed by American Home Insurance, 

also began offering policies and still does today. Like VPI, PetsHealth has 

several strategic partners and as of February 2000 had issued over 14,000 

policies. The third major competitor in the area of pet health insurance, Premier 

Pet Insurance, began operations in 1998, and is backed by American 

International Group. Premier, unlike VPI and Pets Health, does not publish or 

provide information on the number of policies that it has issued. Also begun in 
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1998 was Preferred PetHealth Plus. This company is backed by General Star 

Indemnity, and I was unable to get information about the numbers of policies 

issued to date. In addition to new companies, the past few years have also seen 

some employers begin adding pet health insurance to their benefits package 

options. A survey conducted in 1999 on the Society for Human Resource 

Management revealed that approximately 1 % of companies included this option, 

but as this product continues to become more popular, this number will likely 

increase (CBS News). 

The coverages offered by these four companies vary widely, making a 

direct comparison difficult. Due to this, I will explain each company's products 

individually, beginning with VPI. VPI offers a gold plan and an advantage plan. 

The difference between the two lies in the annual and per-incident benefit 

maximums. The listed coverages for the two plans are identical and are as 

follows: accidents, pOisonings, illnesses, diagnostics, anesthesia, surgery, 

hospitalization, x-rays, specialists, emergency care, chemotherapy and radiation 

treatments, prescriptions, CAT scans, and MRI. Specifically excluded are 

hereditary and congenital defects or diseases, grooming, orthodontics, parasites, 

and elective procedures. For both plans, pre-existing conditions may be covered 

if they are considered cured and have not required treatment in the past 6 

months. Both plans also have per-incident deductibles of $40. For the gold plan, 

the per-incident benefit maximum is $2,500, the annual benefit maximum is 

$9,000, and premiums begin at $9.08 per month. The advantage plus plan offers 

a per-incident maximum of $4,500, an annual maximum of $14,000, and 
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premiums begin at $15.92 per month. In addition to either of these two plans, a 

wellness and routine care coverage plan can be added for $8.25 a month. The 

coverages provided by this plan along with their annual benefit maximums can 
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be seen on Table 1. Finally, an endorsement can be added to either plan which 

doubles existing cancer benefits. Starting cost for this endorsement is $9.00 for 

kittens or puppies. No deductible or percentage co-payments apply to the 

wellness and routine care plan. The other policies pay 80% of the first $180 and 

100% in excess $180 of the benefit schedule per incident during each policy term 

after the deductible. Each plan has a different benefit schedule. VPI also offers 

policyholders their choice of veterinarians, a 5% discount for 2-3 pets, and a 10% 

discount for 4 or more pets. This company will provide coverage for pets of any 

age, however, animals over 8 years old are required to have a complete physical 

examination within 5 months of enrollment. New policies go into effect 14 days 

after acceptance of application for insurance. (VPI Web Site 

www.petinsurance.com) 

The second major company to begin offering pet health insurance in the 

United States was PetsHealth. This company offers three different plans. The 

Basic plan offers coverage for accidents, illnesses, non-elective surgeries and 

hospitalizations. Premiums for this plan begin at $120 and can reach as high as 

$140. There is a $1,500 per incident maximum and a $7,500 per year maximum. 

The Value plan covers everything the Basic plan covers plus some preventative 

health care screening services such as heartworm tests, annual check-ups and 

vaccinations. Premiums range from $230 to $276. The per incident limit for the 
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Value plan is $3,500 and the yearly maximum is $10,000. The third policy 

offered by PetsHealth is the Choice plan. This plan offers the same coverages 

as the Value plan plus additional vaccinations, flea treatments, and routine dental 

care. Premiums range from $362 to $434, and the maximums are $5,000 per 

incident and $12,000 a year. Every plan has a deductible of $1 00. After this is 

met, PetsHealth pays 80% of covered costs. Any pre-existing conditions are 

covered provided that the pet has been disease free for at least 90 days prior to 

enrollment. With this company pets must be enrolled by their ninth birthday, and 

dogs nine years or older must pay an additional 25%-50%. Claims levels also 

will not affect premiums. PetsHealth also provides a multiple pet discount of 20% 

for the second and third pet. Of a/l the companies, VPI and PetsHealth have the 

most similar coverages. (Pets Health Web Site www.peth.com) 

After PetsHealth, Premier Pet Insurance was the next company to begin 

selling pet health insurance in the United States. This company is similar to the 

previous two in that it offers three different coverage plans. The cheapest of the 

three is the Premier Basic plan. It covers spaying or neutering, veterinarian 

prescribed drugs, necessary X-rays and diagnostic laboratory tests, necessary 

surgical treatments, confinement of the pet at the vet's premises while the pet is 

receiving treatment for an injury or illness, dental services associated with 

abscessed, diseased, or broken teeth, and euthanasia of the pet when owner 

and vet agree that it is necessary. The annual cost for this plan is $120 for dogs 

and $83 for cats. Premier, however, does state that the annual premiums of a" 

their plans may vary depending on where the animal lives, the age of the pet, 
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and the breed of the dog. The Premier Basic plan also is subject to the following 

limits: $1,500 per incident and $7,500 annual policy limit. Each plan is subject to 

a $100 annual deductible and a co-payment plan that states that Premier will pay 

80% of the claim up to the limit of liability. The second plan offered is the 

Premier Plus. This covers everything the Basic plan covers plus annual physical 

exams, heartworm testing and the following vaccines: DHLPP for dogs, FVRCVP 

for cats, rabies, and booster vaccines for puppies or kittens. Both the Basic and 

the Plus plans include a list of the following fifteen specific exclusions: 

1. WeI/ness care or routine check-ups 

2. PrE!-existing illness or injury unless there has been a period of ninety 

days since the last treatment 

3. Special diets or foods 

4. Costs arising out of or related to breeding, pregnancy, whelping, or 

nursing 

5. Holistic homeopathic, herbal, acupuncture, or chiropractic treatments 

6. Experimental or investigation procedures and treatments 

7. Organ transplants 

8. Behavioral problems or treatments 

9. Grooming or grooming supplies 

10. Flea, heartworm, or other parasitic preventative treatments 

11. Elective procedures such as docking of tails, removal of dewclaws, 

removal of eyelashes, and cropping of ears 
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12. Time and travel expenses to the veterinarian's premises 

13. Costs for illness or injury which arise out of racing, coursing, 

commercial guarding, or organized fighting of the pet 

14. Intentional injury to the pet by a member of the household 

15. Treatment of any congenital anomaly of the pet or conditions directly 

cause by such defect 
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The annual cost of the Premier Plus plan is $230 for dogs and $160 for cats. Iy 

has a per incident limit of $3,500 and an annual policy limit of $10,000. The third 

plan offered by this company is the Premier Ultimate. This plan includes the 

same coverages as the Plus plan with the addition of flea treatments, heartworm 

prophylaxis, annual dental prophylaxis, annual dental pre-operative blood profile, 

annual fecal exam, annual FeL V test, declaw front paws, and the following 

vaccines: Lyme, bordetella, annual FeLV vaccine and booster, and annual FIP 

vaccine and booster. This plan includes the same list of exclusions as the other 

two except numbers 1 and 10 above are omitted. Premiums for the Ultimate plan 

are $362 annually for dogs and $312 annually for cats. The limits are $5,000 per 

incident and $12,000 for the policy. Premier, like the other companies, offers 

choice of veterinarians and a multiple pet discount of 10% for 2-6 pets. Premier, 

however, requires that pets are enrolled by the age of 8, and they reserve the 

right to cancel coverage for older pets if they deem that medical expenses are 

too high. (Premier Web Site www.ppins.com) 
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Shortly after Premier began business in the United States, Preferred 

PetHealth Plus also appeared. This company is the most unique when 
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compared to the other three. It offers only one major coverage plan to which a 

Well Care plan can be added. Their coverages include surgery, hospitalization, 

prescriptions, examinations, lab fees, X-rays and diagnostics, congenital and 

hereditary diseases, cancer treatments, and holistic procedures. For an 

additional premium of 50% pre-existing conditions may also be included. 

Specifically excluded are elective procedures including spaying and neutering, 

routine dental check-ups, experimental treatments, behavioral therapy, breeding, 

food, and grooming. The annual premiums for this policy range from $105 to 

$198 depending on the breed and age of the animal, and it has a $200 

deductible. If a claim is less than $200 then the insured pays $40 and Preferred 

pays the remaining balance. For bills over $200 the company pays 80% after the 

deductible has been met. The limits applied to this coverage are also unique. 

There is a $2,500 annual limit and a $5,000 lifetime limit. For an additional $35 

of premium per year, an extended coverage endorsement can be added to the 

policy that pays for half of the cost of spaying or neutering, annual check-ups, 

and non-surgical emergency care. This also has a limit of $50 per claim. One 

other endorsement offered by Preferred will double the lifetime limit, making it 

$10,000. This can be done for an additional 10% of the pet owner's standard 

premium. Preferred, like the other companies, offers a multiple pet discount of 

15% for 4 or more pets. They will also wave their $12 membership fee for all 

pets after the first one, and animals are eligible for coverage up to age 27. 
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- Preferred PetHealth Plus is the most recent addition to the four major companies 

offering pet health insurance in the United States. (Preferred PetHealth Plus Web 

Site www.pethealthplus.com) 
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The foreign market for this product has also been growing in the past ten 

years. According to an article published in DVM Newsmagazine in September of 

1997, Sweden, the United Kingdom, and Canada had companies offering this 

product. The people of these different countries have reacted to this product with 

different degrees of enthusiasm, as might be expected. (Baumgardner) 

In Sweden pet health insurance has been happily accepted. As of 1997, 

there were approximately 700,000 dogs in the country. Of these, about 315,000 

are insured by one of Sweden's seven pet insurance companies. One company 

called Agria Djurforsakring, which at that time had been in business for 50 years, 

dominated thi8 market with 70% of the share. One difference between the 

coverages offered by this company and those available in the United States is 

that life insurance can also be purchased for pets. The payout policies are 

similar though. Agria pays 80% of claims up to an annual limit after a deductible 

has been deducted. Vaccination and routine care coverages are not available. 

Another difference between the Unites States Market and the Sweden market is 

the way in which this product is marketed. In Sweden the veterinarians are 

considered independent agents for the pet insurers, and they receive 20% of the 

yearly premium for each policy they sell up to a set maximum for each policy. 

The pet health insurance market has found more success in Sweden than it has 

in most other countries. (Baumgardner) 
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While pet health insurance has also found a market in the United 

Kingdom, it is a more difficult one. In 1997 only 12% of pets in the United 

Kingdom were insured, but the industry was growing at a rate of 10% to 15% per 

year. These numbers indicate a market with opportunity, but the country has 

seen the beginning and the end of many pet health insurers. Companies enter 

the market and often leave it in a matter of years because they were not making 

money. Also in 1997, there were four major pet insurers in the country. These 

consisted of Paws, Pet Plan Group Limited, Dog breeder's Insurance Co., and 

Pet Protect Limited, with Pet Plan and Paws being the leading two. The 

coverages offered by these two companies are similar to those available in the 

United States. In the UK, however, wellness plans are not available, and 

hereditary and congenital problems are covered provided that the animal is 

healthy at the time that the policy is issued. (Baumgardner) 

Pet health insurance has been available in Canada since 1989. In 1997 

Dr. Chip Cooms estimated that only 7% to 8% of his clients had invested in the 

product, but Pet Plan, the leading insurer in Canada, had an optimistic outlook. 

At that time they estimated that 95% of veterinarians were recommending their 

products, and they had recently added a wellness plan option that they felt would 

boost their appeal to customers. Pet Plan also offers their customers four 

different choices in plans and in 1997 was issuing about 500 new policies every 

month. (Baumgardner) 

The differing success of pet health insurance in different countries reflects 

the conflicting views that are also present here in the United States. The 
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- advantages of the product are relatively easy to see. Many animals that might 

have otherwise been put to sleep due to the high expense of treatment can now 

be treated because their owners have insurance to help cover the costs. Some 

owners may even be able to keep their pets in better health by taking them for 

check-ups more regularly due to the help they receive in paying for this care from 

well ness plan options. Many, though, argue that the disadvantages to this 

product outweigh the advantages. First is the question of whether or not the cost 

is worth the benefit. This is something that pet owners should weigh and decide 

for themselves. Secondly, some people disapprove of the exclusions because 

they limit the amount and types of care the animal can receive. The exclusions 

in the policies, however, do not limit the care available. They limit what the 

-

-

insurer will pay for. The pet owner still has the option to go ahead with 

treatments that are not covered and incur that expanse themselves. The third 

concern raised is that the health insurance market for pets may grow to mirror 

the mess that is currently perceived by many to be the health insurance market 

for people. Right now the industry is small enough that this is not a problem. If it 

should continue to grow, though, we can only try to ensure that it does not suffer 

the same inefficiencies as the human health care system. 

For those that like the idea of additional finanCial protection for their pets 

but do not like the idea of purchasing insurance, there are alternatives. The one 

that most closely resembles insurance is to become a member of a savings 

program such ,as Pet Assure or Pet Care Plus. Pet Assure offers members 25% 

discounts on veterinary services and up to 50% on pet supplies and services 
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such as grooming or obedience. It resembles the insurers in that it offers four 

different plans to members. The first is the Silver Plan. It covers surgery, 

medical treatment, hospitalization, lab fees, prescriptions, injections, office visits, 

and exams. The annual cost for this plan is $99. It refunds 80% of all eligible 

expenses up to $3000, but has a high deductible of $950. Pet Care Plus's Gold 

Plan covers the exact same risks as the Silver Plan, but it has no deductible, a 

$9,500 annual limit, and it costs $109 per year. The Platinum Plan again covers 

the same risks and with no deductible. It's annual maximum of payout is $15,000 

and it costs $179.40 per year. The fourth option is the Platinum Wellness Plan 

that cannot be purchased independent of one of the other three plans. This plan 

provides refunds of 80% from a benefits schedule that can be seen on Tables 2 

and 3. It has an annual cost of $99. This option may not be the first choice for 

those not wanting to purchase insurance because is so closely resembles 

insurance. Another option besides the savings plan memberships is to ask the 

veterinarian if they have any wellness packages. These will often include 

discounts on spaying or neutering and vaccinations. Finally, some-non profit 

organizations will assist pet owners in need, and some veterinarians keep an 

emergency fund to help with pets that have an emergency situation. These, 

however, are most effective when used as last resorts and should not stop pet 

owners from planning for emergency expenses. 

By looking at the numbers of pets owned in the United States and the 

amount of money spent on these pets every year, it is clear that these animals 

are important to their owners. It is reasonable, then, for pet owners to want to 
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take the best possible care of their pets. One method that makes this easier, pet 

health insurance, has been gaining in popularity over the past few years. Today 

there are four major companies offering this product in the United States. 

Between these companies, a variety of coverages are available ranging from 

emergency care plans to routine care options. This product is far from limited to 

the United States, however. Pet health insurance has been popular in Sweden 

for some time and is a growing industry in the United Kingdom and in Canada. 

Not everyone thinks that insuring pets is the answer, but for those who like the 

idea the option is there. On the other hand, there are alternatives available for 

those who want protection without insurance. 



Table 1 

- VPI Wellness and Routine Care Coverage Plan 

Covered Procedures Annual Benefit Maximum 
Comprehensive Physical Exam $10.00 

Office Call $10.00 

Fecal Test $10.00 
Deworming $15.00 
Microchip Identification $5.00 

A Choice of One of the Following 
FeLV/FIV Test for Cats $15.00 
Heartworm Test $15.00 
Heartworm Preventative Medicine $15.00 

Plus a Choice of One of the Following 
Spay/Neuter $65.00 
Teeth Cleaning $65.00 
Comprehensive Health Screen $65.00 

Covered Vaccinations for Dogs 
DHL-P $10.00 
Parvovirus $9.00 

- Rabies $10.00 
Bordetella $8.00 
Lyme Disease $10.00 
Corona Virus $6.00 

Covered Vaccinations for Cats 
FVRCP $15.00 
FeLV $15.00 
FIP $15.00 
Rabies $10.00 
Prescription Flea Control 
January-April $10.00 
May-August $10.00 
September-December $10.00 

-



Table 2 

- Pet Care Plus Benefits Schedule 

Dogs 

Covered Procedures Benefit Maximum 
Office Visit $28.00 
Professional Consultation $12.00 
DHL-P $10.40 
Rabies $10.40 
Fecal Exams $10.40 
Parvovirus $9.60 
Bordetella $8.80 
Corona $7.40 
Lyme $10.40 
5 in 1 or 6 in 1 Vaccine $32.00 
Choice of One of the Following 
Flea medication $16.00 
Heartworm Test $16.00 
Heartworm Preventative Medication $16.00 
Deworming $16.00 - Microchip Identification $16.00 
Choice of One of the Following 
Spaying/Neutering $64.00 
Teeth Cleaning $64.00 

-



Table 3 

- Pet Care Plus Benefits Schedule 

Cats 

Covered procedures Benefit Maximum 
Office Visit $28.00 
Professional Consultation $12.00 
FVRCP $14.40 
FELv $14.40 
FIP $12.00 
Rabies $10.40 
Fecal Test $10.40 
5 in 1 or 6 in 1 Vaccine $32.00 
Choice of One of the Following 
Elisa Test $16.00 
Heartworm Test $16.00 
Heartworm Preventative Medication $16.00 
Flea Prevention Medication $16.00 
Deworming $16.00 
Microchip Identification $16.00 - Choice of One of the Following 
Spaying/Neutering $64.00 
Teeth CleaninQ $64.00 

-
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