Employment in health services:
long-term trends and projections

Demand for health services is expected to grow

in response to the increasing number of elderly people;
but growth prospects to 1995 for the industry’s

wage and salary workers are uncertain because of changes
in both the financing and delivery of health care

ANNE KAHL AND DONALD E. CLARK

Health care has aptly been described as a system in flux.!
Throughout much of the post-World War II period, U.S.
health policy encouraged expansion of the delivery system
and of patients’ access to it. There was a perceived need for
more physicians and hospitals, and strategies were devel-
oped to increase the supply. The number of beds in hospitals
and nursing homes rose, and the supply of physicians,
nurses, and allied health professionals grew very rapidly.
Now that cost control has emerged as a dominant concern,
this has changed: evolving methods of payment for health
services are based on incentives intended to discourage use
of costly resources and to foster price competition. Greater
emphasis on providing care in the most cost-effective setting
is one of the principal trends reshaping this large and impor-
tant industry.? This article explores the potential impact on
demand for health services workers of the sweeping changes
in industry structure currently underway.

Health care is still delivered in doctors’ and dentists’
offices, hospitals, and nursing homes, for the most part, but
the structure of the industry is changing as financial incen-
tives for providing (and using) health services are trans-
formed. Health maintenance organizations (HMO’s) are
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flourishing and new organizational entities such as urgent
care centers, birthing centers, and hospices are taking hold.

The boundary between financing and delivery of health
care is becoming less distinct, and vertically integrated sys-
tems of care are emerging as providers affiliate with one
another, or with hospitals, HMO’s, and insurance companies.
Additional changes in organizational structure lie ahead,
inasmuch as financing is in ferment. The prospective pay-
ment system launched by medicare in October 1983 may be
modified as evidence of its impact accumulates and other
payers are experimenting with cost containment programs of
their own.

Yet even as the delivery system changes, equally dra-
matic shifts are occurring in the composition of the U.S.
population. Americans are growing older, creating a need
for suitable health, housing, and social services. Moreover,
the segment age 85 and above is recording much faster
growth than any other age group in the population. In the
decade ahead, the increasing number of elderly people, es-
pecially those of very advanced age, is expected to heighten
demand for hospital, medical, and surgical care; for long-
term care services; and for new services, including geriatric
assessment, case management, adult day care, and respite
care. The effort to provide adequate and appropriate health
care for an aging population within the constraints imposed
by cost containment is stimulating innovative approaches to
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program design, organization, and financing. With both the
scope and structure of health care services delivery in flux,
however, it is very difficult to anticipate the future pattern
of health services.

Given the growth and aging of the population, advances
in medical technology, and public support for high-quality
care, there is little doubt that the health services industry
will continue to grow over the 1984-95 period that is the
focus of this article. However, there is considerable uncer-
tainty as to how rapid future growth will be, and what the
employment implications are likely to be. This article,
undertaken in connection with the Bureau of Labor Statis-
tics” expanding coverage of the service sector, illustrates the
wide range of possibilities. It sets up a series of alternative
scenarios based on qualitative judgments about the possible
course of events affecting the health services industry and
provides projections of industry and occupational employ-
ment consistent with those assumptions.

The Bureau has for several decades developed medium-
term projections of the U.S. economy under alternative sets
of assumptions. The latest set of 1995 projections is pre-
sented in four articles in the November 1985 issue of the
Review .3 The low-growth, moderate-growth, and high-
growth alternatives presented there for all industries reflect
alternative fiscal and monetary assumptions, rates of growth
of productivity, unemployment rates, or what may be
thought of as macro alternatives. This article explores the
prospects for a single industry sector, the health services
industry, under micro alternatives outlined in exhibit 1.

No attempt was made to quantify the effects of specific
assumptions in exhibit 1; rather, they portray service deliv-
ery patterns and interrelationships that might reasonably be
expected to generate varying levels of demand for health
services. The base case projections presented here were
taken directly from the moderate-growth projections for the
health services industry, while the low- and high-scenario
projections were derived from analytical judgment. Projec-
tions tied to all three alternative scenarios thus represent a
qualitative assessment of the likely effect on industry output
and employment of alternative courses of events in the
health services industry.

This analysis pertains to wage and salary workers in the
health services industry only. Excluded are self-employed
and unpaid family workers, on the one hand, and workers
employed outside the health sector, on the other. Examples
of health professionals excluded from the analysis are
(1) physicians, dentists, podiatrists, chiropractors, pharma-
cists, nurses, physical therapists, speech pathologists and
audiologists, and other practitioners who are self-employed,;
and (2) nurses, nursing aides, dietitians, dental hygienists,
social workers, psychologists, occupational therapists,
physicians, dentists, and others employed in schools, pris-
ons, residential care facilities, temporary help agencies, and
other industry sectors outside health. These exclusions have
different effects on the validity of the analysis, depending on
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the occupation or industry of interest. Only about 1 physi-
cian in 4 is self-employed and, as such, excluded from the
scope of this study. However, most chiropractors, and many
dentists, podiatrists, and optometrists are self-employed,
which diminishes the relevance of this analysis for those
occupations. Note, however, that self-employed practi-
tioners generally work in one or another of the health serv-
ices industry sectors, and are subject to many of the same
trends as wage and salary workers in those sectors. Confin-
ing the analysis to the health services industry limits the
ability to generalize the findings, too. Because of differ-
ences in industry distribution, the projections cover virtually
all radiologic technologists, for example; about 4 of 5 regis-
tered nurses; 3 of 5 occupational therapists; but only about
1 of 5 speech pathologists and audiologists, social workers,
or psychologists.

Projection highlights

The health services industry is defined according to the
1972 Standard Industrial Classification (SIC), and includes
the following:

Sic

801 ... Offices of physicians

802 ... Offices of dentists

803 ... Offices of osteopathic physicians

804 ... Offices of other health practitioners

805 ... Nursing and personal care facilities

806 . .. Hospitals

807 ... Medical and dental laboratories

808 ... Outpatient care facilities

809 ... Health and allied services, not elsewhere classified

In 1995, the number of wage and salary jobs in the health
services industry is projected to vary from 7.3 to 10.5 mil-
lion, compared with nearly 7.2 million in 1984. (See
table 1.) The low scenario shows a barely perceptible
2-percent increase in employment over the 198495 period,
stagnation that represents a radical departure from past
trends. The base case yields a projected employment in-
crease of 26 percent. This is faster than average growth
compared with the economy as a whole, but a significant
slowdown by health industry standards. Even the high sce-
nario, a 46-percent increase over 11 years, implies a slower
rate of job growth than in the past.

The 1995 alternatives have a more pronounced effect on
some health industry sectors than on others. At one extreme,
hospital employment is projected to decline by 17 percent
under the assumptions of the low scenario, from 4.1 million
jobs in 1984 to 3.4 million in 1995. Alternatively, under the
assumptions of the high scenario, hospital employment
would exceed 5 million in 1995, an increase of 24 percent.
Underlying the three projection alternatives are significantly
different assumptions about hospitals’ response to cost pres-
sures and the keenly competitive health care environment.
(See exhibit 1.)

Job growth in offices of physicians is projected to outpace
the industry as a whole. Nonetheless, under the low sce-



nario, extensive market penetration by health maintenance
organizations (HMO’s) and imposition of stringent fee re-
straints are assumed to produce a marked slowdown in
growth in this major industry. Wage and salary employment
in offices of physicians is projected to vary from 1.2 to
nearly 1.5 million jobs in 1995, compared with 908,000 in
1984.

Projected 1995 employment in nursing and personal care
facilities varies from 1.3 to nearly 2.1 million wage and
salary jobs, up from 1.1 million in 1984. Markedly different
assumptions about future directions in long-term care help
explain the wide variation in nursing home growth between
the low and high scenarios. Strong demand for home health
care, a key assumption of all three scenarios, is the principal
reason for projected employment growth in health and allied
services, not elsewhere classified.

Occupations concentrated in industries that have widely
differing growth prospects exhibit the greatest variation
under the alternatives. This is particularly true of occupa-
tions located for the most part in hospitals and nursing
homes. Employment in hospital-based occupations such as
respiratory therapist and surgical technician is projected to
decline in the low scenario, but grow at a faster than average
rate under assumptions of the high scenario. In the case of
nursing aides, projected patterns of industry growth are
largely responsible for a decline in employment in the low
scenario for 1995, compared with much faster than average
growth in the high scenario.

Historical trends

Health care has enjoyed a long period of expansion, with
continuous growth in funding of services and programs from
both the public and private sectors. National health expendi-
tures have grown rapidly, consuming an increasing propor-
tion of the Nation’s resources. The growing share of gross
national product (GNP) allocated to health, up from 4.4 per-
cent of current dollar GNP in 1950 to 10.6 percent in 1984,
is reflected by many indicators of economic activity—per-

sonal consumption expenditures on health care, employ-
ment, and payroll expenses.

Before turning to an analysis of possible future trends, we
should take a careful look at the past. A number of interre-
lated factors are responsible for the escalation of spending
and the expansion of employment in the industry, but incen-
tives built into the health care financing system itself are
singularly important. Increases in private health insurance
coverage and the introduction of major public programs,
including medicare and medicaid, have encouraged greater
use of hospital and nursing home care by making such
services affordable to segments of the population previously
shut out of the health market by price considerations. Meth-
ods of financing have shifted as a result of efforts to broaden
access to health care. In 1966, the consumer paid directly
for half of all personal health care spending, according to
estimates by the Health Care Financing Administration. The
other half was financed about equally by insurance and
public programs. By 1984, public programs accounted for
almost 40 percent of all spending; insurance, 31 percent; and
the consumer, 28 percent.*

The shift of payment responsibility from the consumer to
“third parties” such as government and insurance companies
is thought to have made patients and providers alike insensi-
tive to the true cost of treatment and care. Both perceive the
price of services to be lower than it really is. New programs,
new technologies, and new types of personnel have been
added because of perceived clinical benefits, with little con-
cern for the cost implications. However, the prevalence of
health insurance, as well as the cost of premiums and extent
of coverage, differ greatly by sector. Health insurance and
public programs currently provide about 90 percent of all
spending for hospital care; 72 percent for physicians’ serv-
ices; and 50 percent for nursing home care.

Methods of financing health care have helped shape med-
ical practice patterns and spurred the rapid diffusion of med-
ical technology.’ For many years, health insurance has
given providers an incentive to apply medical technology,

Table 1. Wage and salary employment in the health services industry, 1984 and three projected 1995 alternatives
[Employment in thousands]
Average annual rate of change
Projected 1995 employment
Industry Actual l?.L‘.?. Historical Projected 1984-95
Low Base High 1972-77 | 1977-84 | 1982-84 | 1972-84 | Low | Base | High
Total, health services industry ................... 7,188.7 7,325 9,054 10,535 53 36 18 43 02| 21 35
Offices of physicians .......c.c.ooviviiiiiciinnn 907.5 1,206 1,313 1,450 76 50 49 6.1 26| 34 44
Officesofdentists .. ............................ .. 4257 533 551 562 88 58 53 7.0 21| 24 26
Offices of osteopathic physicians ...................... 129.8 39 4 49 8.1 6.0 5.6 6.9 251 36 46
Offices of other health practitioners .................... 1148.1 227 290 356 9.7 11.1 106 10.5 40| 63 83
Nursing and personal care facilites .................... 1,144.6 1,271 1,650 2,057 78 4.2 36 5.7 10 | 34 55
Hospitals ..........coo i 4,078.1 3,401 4,366 5,045 38 22 -0.8 29 -1.7 | 06 20
Medical and dental laboratories s 13.2 126 135 140 6.1 28 1.7 4.1 10 16 19
OQutpatient care facilities .. ........................... 190.7 284 390 450 127 15 9.0 120 37| 67 8.1
Health and allied services, not elsewhere classified ........ 1510 238 315 426 13.9 16.0 207 15.1 43| 70 9.9
1 Unpublished BLS data. Note: *“Unpublished data” do not meet publication standards for accuracy and reliability and
therefore are not official Bureau estimates.
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output in 1995

Distribution by sector
Sector 140: 47 percent
Sector 141: 32 percent
Sector 142: 20 percent

Distribution by sector
Sector 140: 42 percent
Sector 141: 36 percent
Sector 142: 22 percent

Exhibit 1. Assumptions underlying various projection scenarios
Assumptions
Factor
Low scenario Base case High scenario
Level and 3.0 percent of total private output: | 3.5 percent of total private output: | 4.0 percent of total private output:
distribution of $169 billion in 1977 dollars $200 billion in 1977 dollars $226 billion in 1977 dollars
health sector

Distribution by sector
Sector 140: 40 percent
Sector 141: 36 percent
Sector 142: 24 percent

Technology

Same as base case.

Technology applied more selec-
tively than in base case.

Diffusion of high-cost technologies
constrained by restrictive reim-
bursement policies and hospi-
tals’ difficulty in raising capital.
Widespread application of tech-
nologies that reduce resource
utilization.

Advances that permit complex
procedures to be performed on
an outpatient basis continue, fa-
cilitating shift in delivery of
services to nonhospital settings.

Advances in diagnostic and treat-
ment techniques continue, fos-
tering greater service intensity
(more tests and procedures per
patient).

Rapid diffusion of high-cost tech-
nologies continues. Greater ef-
fort to develop technologies that
reduce resource utilization.

Same as base case.

Service intensity somewhat greater
than in base case.

Diffusion of high-cost technologies
more rapid than in base case.

Reimbursement

Stringent reimbursement policies
established for physician serv-
ices.

Stringent constraints imposed on
reimbursement for hospital ser-
vices. Together with HMO ex-
pansion, these contribute to re-
duced demand for inpatient
hospital care.

Stringent constraints on medicare,
medicaid, and other third-party
reimbursement for nursing home
and home health services.

Some tightening of reimbursement
for physician services.

Continued constraints on reim-
bursement for hospital services,
whether through prospective
payment or other methods.

Some added constraints on medi-
care, medicaid, and other third-
party reimbursement for nursing
home and home health services.

Less tightening of reimbursement
for physician services than in the
base case.

Fewer constraints on reimbursement
for hospital services than in the
base case.

Fewer constraints on third-party re-
imbursement for nursing home
and home health services than in
the base case.

Delivery system:

Systemwide
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Same as base case.

Substantial shift away from fee-
for-service medicine. HMO’s and
nonphysician providers account
for larger share of office visits
for primary care than in the
base case.

Shift from inpatient to outpatient
care continues.

Moderate shift from fee-for-service
medicine to managed care,
chiefly because of HMO growth.

Same as base case.

Limited shift from fee-for-service
medicine to managed care, re-
flecting slower HMO growth than
in base case.




Exhibit 1.

Continued—Assumptions underlying various projection scenarios

Factor

Assumptions

Low scenario

Base case

High scenario

Delivery system:
—continued

Systemwide

Same as base case.

Less increase in demand for elec-
tive or nonemergency health ser-
vices than in the base case.

Same as base case.

Some shift in demand for primary
care from physicians to other prac-
titioners because of consumer cost
sharing and decision making. Con-
tributing factors include wellness
and fitness movement; acceptance
of nonphysician providers includ-
ing nurse practitioners, podiatrists,
and chiropractors; greater personal
responsibility for health, including
treatment options.

Moderate increase in demand for
health services of an elective or
nonemergency nature, such as
dental, vision, mental health,
counseling, and nutritional serv-
ices.

Nusing home remains principal
site for formal long-term care, de-
spite strong growth of home health
and community-based programs.

Same as base case.

Much greater demand for elective
or nonemergency services than in
the base case because of consumer
preference plus changes in in-
surance coverage and out-of-pocket
spending.

Same as base case.

Hospitals

Occupancy declines sharply,
largely because of widespread
HMO enrollments and practice pat-
terns that limit hospitalization of
HMO subscribers.

Hospitals emphasize inpatient
care. Diversification and expan-
sion into outpatient and
community-based services and
programs inhibited by severe prob-
lems in capital formation. Inability
to compensate for reduced demand
for inpatient care forces some hos-
pitals to cut back or close alto-
gether.

Same as base case.

Occupancy continues to trend
down moderately, then levels out.

Hospitals provide mix of inpatient
and outpatient care. Diversify and
expand into nontraditional areas
including home health, hospice,
nursing home, rehabilitation, alco-
hol treatment, occupational health
and employee assistance, health
promotion and wellness, birthing
centers, and outpatient surgery.
Addition of new services enables
hospitals to compensate in part for
reduced demand for inpatient care.

Techniques for managing patient
flow, monitoring physician prac-
tice patterns, and achieving staff-
ing efficiences are implemented.

Occupancy rises, reflecting less
stringent controls on admissions
and lengths of stay by HMO’s, in-
surance plans, employers, and other
payers.

Hospitals provide mix of inpatient
and outpatient care, and many offer
such amenities as luxury suites and
gourmet meals. Diversify and ex-
pand into nontraditional areas of
patient care. Acceleration of trend
toward specialization, joint ven-
tures, multihospital networks. Hos-
pitals compete effectively with
other providers for outpatients and
new sources of revenue.

Same as base case.

Nursing
homes

Bed supply severely constrained
by certificate-of-need regulations
and investor uncertainties about

the nursing home market.

Bed supply increases as certificate-
of-need constraints are lifted and
investors take a more favorable
view of industry profitability.

Bed supply increases substantially
as investors take a favorable view
of private pay patients’ ability to
support such expansion.
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Exhibit 1.

Continued—Assumptions underlying various projection scenarios

Factor

Assumptions

Low scenario

Base case

High scenario

Delivery system:
—continued

Physicians

Fee-for-service medicine dimin-
ishes in importance. Greater stan-
dardization of medical practice as
physician services predominantly
provided through formal organiza-
tions or managed care systems
such as HMO’s, which establish
guidelines for ordering of tests,
procedures, and hospital stays.

Fee-for-service medicine continues
to predominate despite HMO ex-
pansion and growth in preferred
provider arrangements.

Fee-for-service medicine flourishes.
HMO expansion and growth in pre-
ferred provider arrangements is less
than in the base case.

Staffing:

Offices of
physicians

Same as base case.

Same as base case.

Trends toward group practice, ad-
vances in technology, and in-
creased case-mix complexity as-
sumed to produce larger and more
diverse medical office staffs. As
more nurses, clinical laboratory
personnel, radiologic technolo-
gists, medical assistants, and oth-
ers hired to assist with tests and
procedures, job growth for clinical
support staff expected to outpace
that for physicians, and for the in-
dustry as a whole.

Office automation, plus availabil-
ity of software tailored for medical
office use, assumed to generate
productivity gains and somewhat
slower job growth for secretaries,
typists, and other clerical staff
than for the industry as a whole.

Same as base case.

Same as base case.

Offices of
dentists

Same as base case.

Little change in use of hygienists,
assistants, auxiliary personnel.
Trend toward group practice and
retail dentistry helps sustain wide-
spread utilization of dental auxil-
iaries.

Same as base case.

Offices of
other

health
practitioners
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Same as base case.

Staffing patterns remain relatively
stable because establishment size
is assumed to stay small. Among
practitioners, job growth assumed
to be very rapid in fields where
public and professional acceptance
of private practice, and lifting of
legal and reimbursement restric-
tions, is most recent. More moder-
ate growth among established
practitioners including chiroprac-
tors, optometrists, and podiatrists.

Same as base case.




Exhibit 1. Continued—Assumptions underlying various projection scenarios

Assumptions
Factor
Low scenario Base case High scenario
Staffing:
—continued

Nursing homes

Same as base case.

Same as base case.

Same as base case.

Efforts to streamline operations as-
sumed to result in joint purchasing
and other shared services; more
use of computers in clinical, finan-
cial, and administrative areas; and
smaller proportion of staff in cleri-
cal, food service, and housekeep-
ing jobs.

Case-mix assumed to include
larger proportion of severely im-
paired patients, notably
Alzheimer’s and other chronic
“heavy-care” patients, necessitat-
ing larger nursing staff.

Increased number of posthospital
patients requiring nasogastric feed-
ing, ventilator support, and other
advanced nursing skills assumed to
produce somewhat greater use of
licensed nurses.

Same as base case.

Same as base case.

Same as base case.

Greater reliance on private pay pa-
tients than in the base case assumed
to produce staff changes aimed at
extending range of services and im-
proving quality of care; more pro-
fessionals on staff, notably RN’s
and LPN’s, therapists, physicians,
pharmacists, social workers, and
activity directors.

Hospitals

Same as base case.

Same as base case.

Emphasis on management tech-
niques to schedule patients, pro-
cedures, and staff; automated sys-
tems to handle clinical, financial,
and administrative records; con-
tract services in areas including
food service, housekeeping, and
clinical laboratory; shared service
arrangements in purchasing, laun-
dry, materials warehousing, and
computer support.

Larger proportion of hospital staff
in professional, managerial, and
clinical jobs; fewer in clerical,
cleaning and housekeeping, pro-
tective service, and other support
occupations.

Same as base case.

Same as base case.
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Same as base case.

services assumed to contribute to
larger proportion of social work-
ers, registered nurses, and thera-
pists; more marketing and public
relations specialists as well.

Changes in mix of nursing staff:

substantially greater use of RN’s,
less reliance on licensed practical
nurses and aides.

Exhibit 1. Continued—Assumptions underlying various projection scenarios
Assumptions
Factor
Low scenario Base case High scenario
Hospitals Emphasis on identifying new mar- | Same as base case.
—continued kets and adding new programs and

Same as base case.

whether in the form of “little ticket items” such as laboratory
tests and X-rays, or costly high-tech procedures such as
coronary bypass surgery or magnetic resonance scans. De-
spite recent changes, fee schedules continue to reward
physicians more generously for performing tests and proce-
dures than for providing “cognitive services” such as asking
questions, listening, and counseling. Extensive ordering of
tests and procedures has traditionally been covered by health
insurance, contributing to the increasing diffusion of both
old and new technologies.5

In addition to the role of insurance, other elements have
contributed to health sector expansion. Among them are
population growth; rising personal and family incomes; pub-
lic policies designed to support medical research and expand
the supply of health care facilities and personnel; advances
in scientific knowledge that result in medical intervention
for conditions previously undiagnosed or regarded as un-
treatable; technological developments that foster the use of
sophisticated and expensive medical equipment; and prac-
tice patterns that encourage referral to medical specialists
and extensive use of costly, high-tech procedures.

Historically, only a small share of total increases in health
care outlays can be attributed directly to population aging.
But in the future, upward shifts in the age structure are
expected to have an effect on health care outlays, particu-
larly those for inpatient hospital and nursing home care.’
Potential implications of projected growth in the elderly
population for health services demand are discussed later, in
the section on alternative scenarios.

Output trends.  Historical data on the real value of industry
output underscore the dramatic expansion of the health sec-
tor over the past 25 years. Table 2 documents year-to-year
changes since 1960 in the real value of industry output for
the total private economy and for the health sector as defined
in the BLS economic growth model.® In the economic growth
system, output is measured as gross domestic output or
duplicated output. Health sector output includes total expen-
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ditures for products and services of physicians, dentists, and
other practitioners such as chiropractors and podiatrists; ex-
penditures for care in private hospitals and nursing homes;
purchases of medical and dental laboratory services; premi-
ums paid to health maintenance organizations; and expendi-
tures for services delivered by home health agencies and
outpatient care facilities.’

Since 1960, growth in health sector output has been siz-
able and relatively stable compared with total output
growth. Despite price increases that have been much higher
than the average for the economy as a whole, the health

Table 2. Output, health sector and total private economy,
196084

Output
1 Health sector
- Totsl private economy | Heelth sector s
r percent
Millions of m Millions of m total output
1977 dollars 1877 dollars
change change
1960 ........ $1,910,051 - | s3s02 - 20
1948379 | 196 | 39365 35 20
2051418 | 529 | 41883 64 20
2150190 | 482 | 44087 52 21
2251438 | an | 4g0s | 113 22
2238384 | 591 | 51133 42 21
2510818 | 530 | 53390 a4 21
2570780 | 239 | 57528 78 22
2603748 | 474 | 6213 80 23
2776736 | 308 | 66931 78 24
1970 ... 2753283 | -084 | 72427 82 26
o7 .. 2847304 | 341 | 77767 74 27
3037023 | 660 | 8274 85 27
3204583 | 549 | 89,058 78 28
3161900 | -133 | 91542 28 29
3051044 | —351 | 9857 77 32
azreer | 757 | 102808 43 31
3455167 | 531 | 108.1% 52 31
620406 | 478 | 112855 a4 31
3733089 | 311 | 116925 a6 31
3640248 | -240 | 121883 42 a3
3608255 | 159 | 126304 a7 a5
3574320 | -335 | 130462 33 38
3748177 | 485 | 134826 33 36
47

4,085,312 8.99

1 Economic growth sectors 140 (Doctors’ and dentists’ offices), 141 (Hospitals), and 142
(Medical services, not elsewhere classified). Data include veterinary services, exclude offices
of optometrists.

141,174




sector averaged a 5.6-percent annual gain in real output
during 196084, compared with a 3.3-percent rise in real
GNP. Increases in health sector output were greatest in the
decade following the 1965 enactment of medicare and medi-
caid, averaging 7.2 percent a year from 1965 to 1973.

Faster growth in health output than in total private output
is responsible for the increasing ratio depicted in chart 1.
From 2.0 percent in 1960, the health sector’s share of total
real output climbed to 3.6 percent in 1982. The drop to
3.5 percent in 1984 shows the effect on this statistic of a
vigorously rebounding economy.

Employment trends. Along with a rise in demand for the
output of the health sector, employment has grown at a very
rapid pace. Health sector employment averaged 5.9-percent
annual growth during 1960—84—nearly three times the rate
of job growth for the private economy as a whole. Almost
32 million new wage and salary jobs were created in the
private economy and of these, nearly 4.6 million or
14 percent, were health sector jobs. Health sector employ-
ment has exhibited a remarkably stable pattern of growth for
more than two decades, as table 3 shows, and annual gains
have consistently outstripped those posted for the total econ-
omy. Only twice in the 25 years has job growth in health
failed to outpace economywide growth—in 1978 and again
in 1984. The health sector’s share of wage and salary em-
ployment in the private economy has more than doubled as
a result, rising from 3.1 to 7.4 percent between 1960 and
1984.

Hospitals have dominated the health care system for
decades. From a technological perspective, inpatient hospi-
tal care is the cornerstone of our system for delivering com-
plex, acute care services. The hospital is the “workshop” for
most physicians and the place where most health profession-
als receive their clinical training. From an employment per-
spective, hospitals hire the majority of health industry work-
ers (4.1 of 7.2 million in 1984) and provided more than
40 percent of the 2.8 million new jobs created in the industry
between 1972 and 1984. (See table 4.)1°

From 1972-1982, hospitals posted an average annual job
gain of 3.6 percent. During this period, outpatient and clinic
care grew—restraining demand for inpatient services—and
“service intensity” replaced bed capacity as the driving force
behind industry expansion. Service intensity refers to the
quantity and complexity of services provided per admission.
For example, a cancer patient may require 19 lab tests, 18
pharmacy prescriptions, 3 radiology procedures, and 1 sur-
gical procedure per admission. Contributing to the growth in
hospital service intensity throughout the 1970’s were the
quickening pace of technological advance, changes in treat-
ment approach, and comprehensive insurance coverage cou-
pled with widespread use of cost-based reimbursement.

Gains in the number of tests and procedures per admission
more than offset the slowdown in inpatient days during the
1970’s, a slowdown caused by shorter hospital stays and

Table 3. Employment, health sector and total private
economy, 1
Wage and salary employment
Heatth sector
Total private economy Health sectors! employment
Year a3 a percent
Empiloyment | Annual Annual | of total private
In percent in percent | employment
thousands | change | thousands | change
1960 ....... 50,785 - 1,568 - 31
1961 ....... 50,410 -0.74 1,660 59 33
1962 ....... 51,410 219 1,760 6.0 34
1963 ....... 52,318 1.56 1,857 55 35
1964 ....... 53,534 232 1,963 6.8 37
1965 ....... 55,390 347 2,100 59 38
1966 ....... 57,677 413 2225 6.0 39
1967 ....... 58,939 2.19 2,454 10.3 42
1968 ....... 60,550 273 2,659 84 44
1969 ....... 62,513 324 2,883 84 46
1970 ....... 62,583 0.11 3,07 6.6 49
1971 ..., 62,539 -0.07 3,254 6.0 5.2
1972 ....... 64,507 3.15 3417 5.0 53
1973 ....... 67,180 414 3,648 6.8 54
1974 ....... 68,235 157 3,896 6.8 57
1975 ....... 66,317 -2.81 4,144 6.4 6.2
1976 ....... 68,587 342 4,364 53 6.4
1977 ....... 71,438 4.16 4,599 54 64
1978 ....... 75,207 528 4,808 45 64
1979 ....... 77,971 3.68 5,013 43 64
1980 ....... 78,176 0.26 5,302 58 6.8
1981 ....... 79,173 1.28 5,596 55 741
1982 ....... 77,849 -167 5,846 45 75
1983 ....... 78,500 0.84 6,025 3.1 77
1984 ....... 82,593 5.21 6,141 19 74
¥ Economic growth sectors 140 (Doctors’ and dentists’ offices), 141 (Hospitals), and 142
{Medical services, not elsewhere classified). Data include veterinary services, exclude offices
of optometrists.

growing substitution of outpatient for inpatient services.
Outpatient visits to community hospitals rose by 21 percent
between 1973 and 1983, compared with a 14-percent in-
crease in inpatient admissions.'! Hospital employment grew
38 percent over the same period, largely because of signifi-
cant growth in laboratory, diagnostic, surgical, and other
services rendered per patient day.

Employment in offices of physicians and osteopathic
physicians rose more than twice as fast as hospital employ-
ment during 1972-84. Among the factors contributing to
rapid growth over the entire period were substantial in-
creases in the supply of practitioners, widespread insurance
coverage for medical and surgical care, greater service in-
tensity, technological developments that permitted substitu-
tion of ambulatory services for inpatient hospital care, and
emphasis on the use of nurses, medical assistants, and other
support staff to extend the physician’s productivity. The
aging of the population also contributed to job growth inas-
much as both the number of physician visits per capita and
intensity of services per visit are relatively higher for the
elderly. Some of the growth registered in offices of physi-
cians and osteopathic physicians is a statistical artifact, a
consequence of practitioners’ increasing propensity to incor-
porate for tax and other business reasons. The resultant shift
in class-of-worker status (from self-employed practitioners,
who are not included in these employment estimates, to
wage and salary workers, who are) affects the trend data
displayed in table 4. However, it is impossible to quantify
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the impact of this factor on industry growth. Physicians
currently account for approximately 19 percent of wage and
salary employment in offices of physicians and a somewhat
smaller percentage of employment in offices of osteopathic
physicians.

Historically, employment has risen much faster in nursing
and personal care homes than in hospitals. Increased medi-
caid coverage for nursing home care, State policies of trans-
ferring patients from mental hospitals to nursing homes,
growth in real incomes, and an aging population help ex-
plain the very rapid rise in the industry’s employment during
the early 1970’s.'? Nursing home employment increased at
an average annual rate of 7.8 percent from 1972 to 1977,
then slowed as numerous States imposed controls on nursing
home construction and otherwise sought to limit medicaid
outlays. Additions to nursing home capacity have not kept
up with population growth in recent years, and the disparity
may grow, according to industry observers. Together with
low medicaid reimbursement rates in many States, changes
in tax laws have made nursing home construction less attrac-
tive to investors.

There has been little change in recent years in the way
nursing home care is financed: about half of the money
comes from patients and their families, and the rest comes
from public programs, of which medicaid is by far the most
important. Because additional nursing home beds may gen-

Trends in Health Services Employment

erate higher levels of medicaid spending, States have an
interest in curtailing growth. Some have done so by cutting
reimbursement, implementing stringent certificate-of-need
policies, and instituting moratoria on new nursing home
construction. 13

Changes in the industry’s structure have occurred since
Federal subsidies for nursing home care began in 1956,
under the Old Age Assistance program. Changes include an
increasingly sophisticated medical orientation in nursing
home care, a shift from government-owned to proprietary
homes, and, more recently, a growing concentration of
ownership in multifacility chains. The more sophisticated
medical orientation reflects medicaid requirements for cov-
ered care, and State as well as Federal efforts to improve
quality by enforcing staffing standards. Both skilled and
intermediate levels of medicaid-covered care require more
nursing involvement than the small old-age homes from
which the industry evolved.!4

The increasing professionalism of nursing home care,
over the decade of the 1970’s, produced an increase in
staff-patient ratios. These ratios interact with the bed supply
(that is, number of residents) to determine the rate of
employment growth. According to the National Center for
Health Statistics, the number of full-time equivalent
employees in facilities with 25 beds or more increased
98 percent from 1969 to 1980, while the number of nursing

Chart 1. Health sector output as a percentage of total private output, 1960-1984,
and projected 1985
Percentage Percentage
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Table 4. Wage and salary employment in the health services industry, 1972—-84
[Empioyment in thousands]
Total, all Offices Offices Offices Offices of Nursing and Medical and | Outpatient Health and
Year heaith of of of other personal care | Hospitals' dental care allied services,
industries | physicians | dentists | osteopaths? | practitioners2 facilities laboratories | facilities | not elsewhere classified2
1972 .. ... 4,338.1 4481 188.3 134 446 591.2 2,906.4 69.6 48.8 278
1973 ... 4,590.3 497.5 206.3 149 50.5 659.0 3,000.8 754 54.6 314
1974 ...l 4,853.0 543.3 227.4 159 56.0 708.1 3,126.4 785 61.0 354
1975 ... 51255 580.5 2474 16.7 60.2 759.3 3,265.4 842 704 413
1976 ................ 5,360.5 613.7 266.2 181 64.6 809.1 33733 89.9 789 46.7
1977 . 5,615.7 6459 286.6 19.8 70.9 860.0 3,497.0 935 88.9 53.2
1978 ..., 5,867.1 680.6 302.3 212 78.5 910.6 36137 99.1 100.4 60.8
1979 ...l 6,101.1 7168 3220 226 88.0 950.8 3,716.7 102.2 113.0 69.0
6411.5 750.0 3413 241 96.4 996.6 3,883.7 104.7 1327 81.8
6,699.2 786.8 359.9 251 108.9 1,028.9 4,041.2 107.5 149.2 91.7
6,941.1 825.0 383.9 26.7 121.0 1,067.1 4,143.8 109.5 160.4 103.7
7,103.0 867.2 406.7 28.0 134.6 1,106.6 41515 1116 171.9 1251
7,188.7 907.5 425.7 28 148.1 1,144.6 4,078.1 113.2 190.7 151.0
Average annual rate of change (in percent)
1972-77 ............. 6.7 76 88 8.1 9.7 78 38 6.1 127 139
1977-82 ............. 43 5.0 8.2 6.2 1.3 44 35 3.2 125 14.3
1982-84 ............. 1.8 49 53 5.6 10.6 36 -0.1 1.7 9.0 207
1972-84 ... .......... 43 6.1 70 6.9 10.5 57 29 41 120 15.1
1 s1C 806 plus State and local government hospitals. Data exclude Federal Government hospi- NoTe: “Unpublished data™ do not meet publication standards for accuracy and reliability and
tals. therefore are not official BLS estimates.
2 Unpublished BLS data.

home residents rose by 75 percent. The number of full-time
equivalent employees per 100 beds rose from 55.0 in 1969
to 62.9 in 1980.!5 However, the overall increase in the
staff-to-bed ratio masks significant variation among facili-
ties. Staffing ratios vary according to such factors as degree
of illness, payment source, facility size, certification, own-
ership, and commitment to quality care.

Three industries experienced exceptionally rapid job
growth over the 1972—-84 period. The industries and their
average annual employment gains are as follows: offices of
other health practitioners (10 percent), outpatient care facil-
ities (12 percent), and health and allied services, not else-
where classified (15 percent).

Offices of other health practitioners is a diverse industry
that includes a wide variety of health professionals in solo
or group practice: chiropractors, optometrists, podiatrists,
nurse practitioners, midwives, physical therapists, occupa-
tional therapists, speech pathologists and audiologists, dieti-
tians and nutritionists, social workers, and psychologists.
No less diverse is the outpatient care facilities industry,
which includes HMO’s, community mental health centers,
family planning clinics, urgent care centers, outpatient sur-
gical centers, birthing centers, and freestanding hospices.
Health and allied services, not elsewhere classified, is a

relatively homogeneous industry, comprising home health
agencies and blood banks.

Job growth in these settings is consistent with steadily
increasing acceptance of nonphysician providers, together
with the gradual shift away from the hospital as the exclu-
sive site of complex health care. Throughout the decade of
the 1970’s, ambulatory care alternatives became more im-
portant. Technological developments made it possible to

provide increasingly sophisticated care on an outpatient
basis, while changes in insurance coverage and benefits
made such care financially attractive to health care con-
sumers. The pace of the shift from inpatient to outpatient
care has accelerated dramatically in recent years because of
the emphasis on providing cost-effective health services.

Recent developments

Increased public and private sector emphasis on health
care cost containment is the most important development in
recent years. Health economists and policymakers had long
been’ concerned about rapidly rising health care expendi-
tures, but it was not until the early 1980’s that the combined
impact of inflation, recession, soaring outlays for employee
health benefits, threatened medicare insolvency, and State
fiscal crises produced significant action by business, labor,
and government. The hospital payment system mandated by
the Social Security Amendments of 1983, medicare’s
prospective payment legislation, is the leading example of
such action.

Medicare’s system links payment for hospital inpatient
services to rates for each of 467 diagnosis-related groups
(DRG’s). Hospitals know in advance how much medicare
will pay for the treatment of a patient with a particular
diagnosis. Under the previous cost-based retrospective sys-
tem, hospitals were reimbursed for whatever they spent.
Because hospitals now bear the loss if the cost of treatment
exceeds the fixed medicare payment, it is in their interest to
be selective about the patients they admit, scrutinize tests
and procedures, discharge patients as soon as possible, and
encourage greater use of outpatient services. Not surpris-
ingly, hospitals have responded to the new system with
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programs for managing admissions and patient flow, moni-
toring physician practice patterns, and controlling operating
costs.

Cost containment initiatives figure prominently among
the reasons for a recent decline in hospital employment.
Average annual employment in private, State, and local
government hospitals stood at 4,040,900 in 1985, 110,600
fewer jobs than in the peak year of 1983. More than 73,000
hospital jobs disappeared in 1984, and 37,000 more in 1985.
While no single factor can fully explain the loss of hospital
jobs, management initiatives to reduce labor costs (about 50
percent of community hospitals’ operating budgets) through
such belt-tightening measures as staff cuts, hiring freezes,
greater use of part-time and on-call staff, and a shift to
contract services are partly responsible. However, a drop in
hospital utilization—notably inpatient admissions, staffed
beds, and length of stay—is the underlying factor.

Data from the American Hospital Association indicate a
shift in utilization since the beginning of 1983: shorter hos-
pital stays by elderly patients and a sharp decline in admis-
sions of patients under age 65.!¢ The average length-of-stay
of patients age 65 and above fell from 11.1 to 10.1 days
between 1977 and 1982, then dropped to 8.8 days at the end
of 1984. Shorter hospital stays for elderly patients appear to
be the direct result of incentives to hospitals in the DRG
system, although technology and changing medical prac-
tices may be responsible as well. The use of lasers, for
example, has reduced recovery periods and lengths-of-stay
for certain types of eye surgery. The availability of ad-
vanced techniques for delivering antibiotic and nutrition
therapy at home may also speed discharge.

The reasons for falling admissions of patients under age
65 are not well understood.!” The most likely causes are
utilization review and the expanded use of consumer cost-
sharing features built into employee benefit plans, improved
health insurance coverage for ambulatory care and the
growth of alternative care settings, increased public aware-
ness of the importance of avoiding hospitalization when
possible, plus reduced access to care for the poor. Limita-
tions on medicaid program eligibility and increased finan-
cial barriers to serving the uninsured may be holding down
hospital use by these groups.!® In addition, economic weak-
ness in regions with heavy concentrations of industries ex-
periencing poor recovery may be an element.?

Hospitals confronted with reduced demand for inpatient
services have begun to develop a business strategy?® that
emphasizes joint ventures, mergers, specialization, and in-
troduction of new programs and services. Home health care
is the alternative service offered by more hospitals than any
other, according to several recent surveys.2! Other services
being implemented by hospital administrators include hos-
pice care, nursing home units, rehabilitation, alcohol treat-
ment, occupational health and employee assistance, birthing
centers, outpatient surgery, cancer screening, and geriatric
assessment. A number of hospitals have set up wellness and
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fitness centers that offer medical and physiological testing,
assessment of lifestyle-related health risks, health educa-
tion, and sports medicine.

Other changes, too, are occurring in the health care envi-
ronment. One of the most striking is the rise in HMO enroll-
ments, up from 10 to 21 million subscribers between 1981
and 1985.2 Industry observers expect continued rapid
growth. There is a wide range of opinion on the extent to
which HMO’s will penetrate traditional health-care markets
(many analysts expect HMO enrollment to peak at 30 to
35 million by 1995, but some estimates are considerably
higher).

HMO’s are prepaid health insurance plans designed to de-
liver affordable and comprehensive medical services to en-
rolled members. Starting from the premise that physicians
govern a substantial portion of total health spending by
virtue of their authority to hospitalize, order batteries of
tests, and so forth, HMO’s and other systems of “managed
care” seek to control utilization by influencing physicians’
ordering behavior. Comparative studies have found that
HMO enrollees pay 10 to 40 percent less than those enrolled
in fee-for-service health insurance plans. In addition, the
hospitalization rate for people enrolled in HMO’s is con-
siderably below the rate for those enrolled in traditional
fee-for-service plans. This is attributed to HMO emphasis
on preventive health care, broad ambulatory cover-
age, multispecialty staff, and risk-sharing by HMO physi-
cians, who are offered incentives to reduce unnecessary
hospitalization.

There are three types of HMO’s. The first, called a “staff
model” HMO, delivers medical services at one location or
more, using physicians directly employed by the organiza-
tion. The second kind, known as an “individual practice
association” (IPA), makes contractual arrangements with
doctors in private practice who treat HMO members in their
own offices. The third, the “group” or “network” HMO,
involves contractual arrangements between the HMO and two
group medical practices or more.

Long-term care constitutes the third major area of change
in recent years. Heightened awareness of the “greying” of
America has focused attention on the distinctive needs of
individuals who are disabled, chronically ill, or functionally
impaired. By no means are all of these people elderly.
Nonetheless, the need for long-term care services is strongly
associated with age. Elderly persons, by virtue of their high
risk of disabling conditions, are the primary recipients of
long-term care services, whether formal or informal. In
recent years, both the number and proportion of the popula-
tion 65 and older have increased significantly (table 5), a
demographic trend of major proportions that will continue
well into the next century. Within the 1984—95 timeframe
that is the focus of this article, projected growth in the
number of persons 85 and above merits special attention
because of the implications for long-term care, in general,
and for the nursing home sector in particular.



At advanced ages, there is a high risk of chronic disease,
limitations in mobility and ability to perform everyday ac-
tivities, and the loss of spouse or other family helpers. The
following tabulation, based on 1977 data,?® reveals the
sharp increase in nursing home use after age 85:

Percent of age group
residing in nursing homes

Men Women
Allage groups ..................... 0.4 0.8
Under65years .................. 0.1 0.1
65 yearsand over ................ 3.0 5.9
65to T4 years ................. 1.3 1.6
TS5to84 years ................. 4.0 7.6
85andover ................... 17.8 26.2

Utilization rates that take marital status into account under-
score the role of informal social supports in precipitating
institutionalization, on the one hand, or delaying it, on the
other. Elderly people with serious health problems are more
likely to enter a nursing home if they are widowed or single
than if they are married. Further, it appears that substantially
greater use of nursing homes by women than by men is not
simply because of women’s greater longevity, but also re-
flects their greater likelihood of becoming widowed.
Traditional health and social service providers have
begun to modify their programs to respond more effectively
to the service needs of the elderly. Many hospitals, for
example, regard the elderly as a market opportunity and are
expanding their home health and community outreach pro-
grams accordingly.?* Family service agencies, too, are re-
vamping their offerings as clients’ needs change. A broad
range of long-term care initiatives has been launched in
recent years, many with foundation support or on a demon-
stration basis. Most of these seek to improve community-
based services, strengthening the network of formal and

Table 5. Growth of the older population, actual and
projected, 195095
[In thousands)
Age group 1950 | 1960 | 1970 | 1980 | 1984 | 1990 | 1995
Allages .......... 150,697 {179,323 | 203,302 | 226,505 | 236,416 | 249,657 | 259,559
Under65 ....... 138,427 | 162,763 | 183,322 | 200,960 | 208,431 | 217,960 | 225,672
65yearsandover. | 12270 16,5607 19,980 | 25,545| 27,985] 31,697 33,887
6574 years . .. 8,415 10,997 12,447 | 15578 16,596 | 18,035 18,503
75-84 years ... 3278| 4,633| 6,124| 7,727| 8,793| 10,349| 11,311
85 years and
over......... 577 929| 1409 2240| 259} 3313| 4,073
Percent distribution
Alages.......... 10001 1000| 1000, 1000[ 1000( 1000 100.0
Under65........ 919 908{ 902! 87| 882] 87.3| 869
65 years and over . 8.1 92 98 1.3 1.3 127 131
65-74 years . .. 56 6.1 6.1 6.9 70 72 71
75-84 years . .. 22 26 3.0 34 37 41 44
85 years and
over......... 4 5 7 1.0 1.1 13 16
NoTE: 1950-80 are decennial census data; 198495 are middle-series estimates and pro-
jections as of July 1.
Source: U.S. Bureau of the Census.

informal care givers whose services permit people with dis-
abilities to remain at home. Community-based long-term
care is likely to play a more prominent role in 1995 than it
does today, because of consumer preference and provider
flexibility. However, the potential impact on the nursing
home industry is difficult to assess, for it is unclear to what
extent community-based care complements, rather than sub-
stitutes for, institutional care.

Alternative scenarios

The size and structure of the health industry in 1995 will
be shaped by events that are still unfolding. Despite consid-
erable uncertainty about the future, a number of relevant
factors can be identified and assessed. This section begins
with a discussion of three such factors: the impact on overall
demand for health services of HMO expansion and changes in
physician reimbursement; prospects for hospital utilization;
and directions in long-term care financing. Qualitative as-
sumptions consistent with each of three growth scenarios
(low, base, and high) are presented in exhibit 1. The section
then explains how the growth scenarios were translated into
alternative projections of health industry employment in
1995.

A shift from traditional, fee-for-service medicine to sys-
tems of managed care is underway. Indicative of this trend
are the emergence and very rapid growth of such organiza-
tions as HMO's, IPA’s, preferred provider arrangements, and
medicaid “gatekeeping” schemes in which primary-care
physicians control referral to specialists. Systems such as
these limit consumer choice and set guidelines for physi-
cians and other practitioners in order to gain greater control
over service utilization—for example, lab tests, x-rays, and
hospital admissions. According to one estimate, patient use
of traditional fee-for-service medicine, an estimated 94 per-
cent in 1982, could drop to 70 percent by 1987.%° Depend-
ing on the extent to which managed care systems replace
fee-for-service medicine by 1995, practice patterns, estab-
lishment size, and staffing in offices of physicians could
change. Furthermore, the shift to managed care may reduce
future demand for hospital care. It is generally agreed that
the fee-for-service method of paying physicians encourages
more hospitalization and greater use of tests and procedures.

Much will depend on future developments in health care
financing, including changes in reimbursement patterns and
regulation of physicians’ fees. Reform of the medicare pay-
ment system for physician services lies ahead, with exten-
sion of prospective payment to physicians being one of a
number of options under consideration. Each of the three
growth scenarios embodies a different set of assumptions
about the future role of fee-for-service medicine, on the one
hand, and constraints on physician reimbursement, on the
other. (See exhibit 1.)

As noted, hospital utilization is down sharply, according
to such standard measures as admissions, inpatient days,
and average length of stay. Recent reductions in hospital use
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are attributed to rising HMO enrollments, greater consumer
cost sharing, and stricter utilization review procedures, as
well as to medicare’s prospective payment system. How-
ever, whether the decline will continue over the long run is
questionable.?® For one thing, technological progress could
lead to greater—rather than less—hospitalization as medical
possibilities are enhanced.

The aging of the population will put pressure on demand
for hospital care during the next 10 years unless health
status, practice patterns, or both, change a great deal. Hos-
pital use is significantly greater for the elderly than for
persons under 65; elderly people are hospitatized more fre-
quently and stay there longer. In addition, the rapidly grow-
ing population 85 years and above uses twice as many hos-
pital days per capita as persons aged 65 to 74 years. One
reason for this is the presence of multiple health problems in
the very old, which produce much longer hospital stays.
Another is a dramatic increase in the number of surgical
procedures performed on elderly patients, as technological
advances continue to make surgery less risky. The growing
importance of outpatient surgery could have a dampening
effect on demand for inpatient hospital care, depending on
future patterns in outpatient surgery on the elderly.

Also contributing to uncertainty about future trends in
hospital use is the issue of length of stay. Recent decreases
have been dramatic, but will they continue? We may be
approaching the limit for shortening the hospital stays of
elderly patients, who account for approximately 40 percent
of all hospital days of care. Among patients under 65, the
proportion in HMO’s—together with hospitalization guide-
lines adopted by HMO’s—will play a significant role in fu-
ture length-of-stay trends. Because so many factors are at
work, the three growth scenarios reflect widely varying
assumptions about the level and nature of future demand for
hospital care. (See exhibit 1.)

What has been termed the “nursing home dilemma” cen-
ters on the conflict between the demographics of population
aging, on the one hand, and the economics of the nursing
home industry, on the other.?” The number of people seek-
ing admission to nursing homes can be expected to continue
to rise for a number of reasons, but very rapid growth in the
population over the age of 85 is the key factor. Americans
age 85 or above are projected to number 4.1 million in 1995,
up from 2.6 million in 1984, as table 5 shows. This repre-
sents a 57-percent gain, markedly faster growth than that
projected for any other age group.

The prospect of explosive growth in the population need-
ing long-term care is widely acknowledged, but future di-
rections in financing and service delivery are cloudy. All
payers—Federal, State, and private—are reluctant to
expand benefits or push for significant improvements in
long-term care financing because of concern about “uncon-
trollable” costs. Uncertainty about the potential costs of
community-based long-term care programs, together with
concern about increasing expenditures under medicaid and
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other public programs that currently finance much institu-
tional long-term care, have shifted attention to private sector
initiatives that might relieve fiscal pressures on public pro-
grams and, at the same time, improve the elderly’s ability to
finance long-term care. Some of the options that have
emerged in recent years as feasible alternatives for financing
long-term care include private health insurance, health care
Individual Retirement Accounts, life care communities, and
home equity conversion.?

Interest in private long-term care insurance appears to be
mounting.?’ This method of financing long-term care is
backed by the American Health Care Association and the
American Association of Retired Persons, among others,
and many States—faced with mounting medicaid expendi-
tures for nursing home care—are expressing interest in it.
Private insurance for long-term care has been suggested not
only because of growing fiscal constraints on public pro-
gram expenditures, but more basically because private
insurance coverage is currently available for a wide variety
of health care services, but it is generally not available for
long-term care services or for the costs associated with
chronic illnesses such as Alzheimer’s disease. Tremendous
growth would be necessary before private long-term care
insurance covered a substantial portion of nursing home
costs; currently, such insurance pays about 1 percent. How-
ever, if significant developments occur in this area it could
dramatically alter the long-term care picture in the future.

Underlying the base case, as exhibit 1 shows, is the as-
sumption that demographic pressures will force some reso-
lution of the financing, reimbursement, and certificate-of-
need issues that have slowed nursing home growth in recent
years. The low scenario assumes that uncertainty will con-
tinue to prevail, discouraging investment and putting a
brake on industry expansion despite very rapid growth in the
elderly population. The high scenario makes relatively opti-
mistic assumptions about public and private spending for
institutional long-term care.

Moving from the qualitative assumptions summarized in
exhibit 1 to alternative projections of industry and occupa-
tional employment was a procedure that encompassed sev-
eral steps. As the first step, data points above and below the
base case level were selected to represent projected output
under high and low scenario conditions. The output projec-
tions were then used, first in conjunction with the Bureau’s
input-output model and then with its industry-occupational
matrix, to generate alternative projections of wage and
salary employment by detailed health industry and occupa-
tion. The five steps that make up the projections process are
summarized below.

1. Set alternative levels of projected output for the private
health sector by projecting the ratio of health sector to total private
sector output. The moderate-growth projection (3.5 percent in
1995) was chosen for the base case; data points above (4.0 percent)
and below (3.0 percent) the base case were selected to represent
the high and low scenarios. This determined the total dollar value



of goods and services that would be produced by practitioners and
establishments in the economic growth sectors (doctors’ and den-
tists’ offices, hospitals, and medical services, not elsewhere classi-
fied) under varying assumptions about health system performance
in 1995.

2. Set alternative levels of projected output for each of the
three economic growth health sectors by varying the distribution of
total health sector output.

3. Derive estimates of projected employment for each of the
detailed economic growth sectors. That is, estimate the number of
wage and salary workers required to produce the projected level of
output established in step 2.

4. Translate projected employment in the economic growth
sectors into industries categorized by Standard Industrial Classifi-
cation and adjust these data to include State and local hospitals and
offices of optometrists and exclude veterinary services, so these
data conform to the configuration of the National Industry-
Occupational Matrix.3

5. Convert the industry employment data developed in step 4
into projections of occupational employment by applying staffing
patterns consistent with each of the alternative scenarios.

Output and employment

In 1984, services produced by the private health sector
were valued at more than $141 billion in constant dollars, or
3.5 percent of the Nation’s total private sector output that
year. By 1995, under the moderate-growth projections dis-
cussed in the November 1985 issue of the Review, output for
the private economy as a whole is expected to reach $5.6
trillion. The health sector’s share is projected to range from
$169 billion to $226 billion.

Table 6. Health sector output and employment under
alternative projection scenarios, 1984 and projected 1995
Year Sectors 140-142 | Sector 40 | Sector 141 | Sector 142
Output (in millions of 1977 dollars)
1984 $141,174 $58,882 $54,927 $27,365
Projected:
1995 Low 169,311 79,782 54,927 34,602
1995 Base 199,705 84,591 70,826 44,288
1995 High 225,748 90,208 81,269 54,180
Average annual rate of change (in percent)
1984-95 Low 1.7 28 00 22
1984-95 Base 32 33 23 45
1984-95 High 44 40 36 6.4
Employment (in thousands of wage and salary jobs)
1984 6,141 1,396 2,994 1,751
Projected:
1995 Low 6,473 1,842 2441 2,190
1995 Base 8,049 1,972 3,253 2,824
1995 High 9,468 2,125 3,870 3473
Average annual rate of change (in percent)
1984-95 Low 05 25 -19 2.1
1984-95 Base 25 32 08 44
19884-95 High 40 39 24 64
NoTE:  Sector 140 — Doctors’ and dentists’ offices (sic 801, 802, 803, 8041)
Sector 141 — Hospitals (sic 806)
Sector 142 — Medical services, not elsewhere classified (Sic 8049, 805, 807, 808,
809, 074)

Base case.  Efforts to constrain spending are expected to
dampen rising demand for health services under the assump-
tions of the base case. As table 6 shows, health sector output
is projected to increase at an annual rate of 3.2 percent over
1984-95. This is markedly slower growth than in the past
(compound growth rates): 5.6 percent during 1960-80, 4.9
percent over 1970-84, and 3.9 percent, 1977-84. The base
case assumes no change between 1984 and 1995 in the share
of private sector output generated by the health sector. (See
chart 1.) A departure from historical trends, this assumption
seems plausible in light of intense cost containment pres-
sures and excess hospital capacity. Wage and salary em-
ployment is projected to grow at an annual rate of 2.5
percent under the assumptions of the base case, less than
half the rate attained during 1970-84. With labor costs
constituting providers’ largest single outlay, efforts to
achieve efficiencies in a cost-conscious climate are bound to
target staff.

Low scenario. The low scenario assumes cost contain-
ment measures that alter medical practice patterns; restric-
tive reimbursement policies, declining admissions, and
problems in capital formation for hospitals; and deceleration
in the rate of spending for institutional long-term care. Pri-
vate health sector output is projected to grow at an annual
rate of 1.7 percent, roughly one-third the rate posted during
1970-84. The output of the health sector is assumed to
decline as a percentage of total private sector output. A
decline in this statistic is unprecedented. Wage and salary
employment in the health sector is projected to grow at an
annual rate of only 0.5 percent over the 1984-95 period
under the low scenario.

High scenario. Output of the private health sector is pro-
jected to grow at an annual rate of 4.4 percent under the
high-scenario assumptions, about the rate attained during
the latter half of the 1970’s. From a 1984 level of 3.5
percent of private sector output, health sector output is pro-
jected to reach 4.0 percent by 1995, continuing the long-
term upward trend, but at a slower rate than in the past.
Compared with the base and low scenarios, the high sce-
nario offers a more optimistic picture of prospects for hospi-
tal sector expansion. In addition, it assumes exceptionally
rapid growth of the nursing home and home heatth industries
because of significantly increased spending for long-term
care. (See exhibit 1.) Wage and salary employment is pro-
jected to grow at an annual rate of 4.0 percent, slightly less
than the 4.2-percent rate posted during 1977-84.
Projected 1995 employment in the health industry, under
the alternative sets of assumptions summarized in exhibit 1,
varies from 7.3 to 10.5 million wage and salary jobs. In
each alternative, projected growth is slow by historical
standards, as table 1 shows. The projected increase of nearly
1.9 million health industry jobs under the assumptions of the
base case represents an annual growth rate of 2.1 percent
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during 1984-95, less than half the rate posted for 1972-84.
The high scenario, which generates approximately 3.3 mil-
lion new health industry jobs, assumes a rate of growth
roughly equivalent to that attained over the 1977-84 period.

Historical patterns of job growth vary greatly across the
nine health industries, and this variation carries forward
in the projections to 1995. Detailed industry discussions
follow.

Offices of physicians (sic 801). The annual rate of job
growth in offices of physicians is projected to outpace the
health industry as a whole under all three scenarios, al-
though several other sectors are projected to experience
much faster growth. In 1995, wage and salary employment
in this industry is projected to range from 1.2 to nearly 1.5
million jobs, a difference of 20 percent between the low and
high scenarios. Helping to explain the variation is the low
scenario assumption of market penetration by HMO’s and the
shift to managed care, trends which are expected to dampen
demand for medical services. At least partially offsetting
the dampening, however, is rapid expansion of A and
network-type HMO’s, which contract with physicians in pri-
vate practice to provide medical care to their members.
Essentially unchanged policies regarding reimbursement
for physicians’ services is a key assumption of the high
scenario.

Offices of dentists (sic 802). Wage and salary employment
in offices of dentists is projected to be roughly the same
under all three 1995 scenarios.

Offices of osteopaths (sic 803). Osteopathic physicians
are likely to be affected similarly to other physicians by the
assumptions that underlie the alternative scenarios. Employ-
ment in this small industry is projected to vary by approxi-
mately 26 percent between the low and the high scenarios.
Under the base case, 1995 wage and salary employment is
projected to reach 44,000, rising from a 1984 level of
30,000.

Offices of other health practitioners (sic 804). Consumer
acceptance of nonphysician providers is so well-established,
and the trend toward alternative delivery systems is so
strong, that continued rapid expansion is assumed under
each scenario, placing offices of other health practitioners in
the ranks of the fastest-growing health industries. Wage and
salary employment is projected to increase at a rate nearly
double that for offices of physicians and osteopaths.

The wide range in projected 1995 employment—a differ-
ence of nearly 57 percent between the low and high scenar-
jos—is largely explained by different assumptions about
third-party reimbursement. The high scenario assumes more
favorable coverage for the services of nonphysician
providers than is the case today, for example, more liberal
mental health benefits.
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Nursing and personal care facilities (sic 805). Second
only to hospitals in employment size, the nursing and per-
sonal care sector provided more than 1.1 million wage and
salary jobs in 1984. Projected employment in 1995 ranges
widely from 1.3 to nearly 2.1 million jobs.

Hospitals (sic 806 plus State and local government hospi-
tals). From a level of 4.1 million wage and salary jobs in
1984, hospital employment is projected to increase more
slowly than average under the base case. Employment is
projected to decline sharply in the low scenario, dropping to
3.4 million jobs in 1995. The high scenario paints an en-
tirely different picture: faster than average growth is pro-
jected to create 1 million additional hospital jobs over the
1984-95 period.

The base case assumes a downturn in use of inpatient
services as occupancy rates slide. Offsetting this is an ex-
pansion of outpatient services and diversification into non-
traditional areas such as home health. The base case also
assumes that hospitals’ ability to restructure to take advan-
tage of emerging market opportunities is constrained by
problems in raising capital. Limited access to needed capital
is an even greater constraint in the low scenario. However,
the key assumption of the low scenario is the shift to man-
aged care, which produces stringent controls on hospital
utilization by HMO subscribers and others in managed care
systems. These assumptions are outlined in exhibit 1.

Medical and dental laboratories (sic 807). The alternative
scenarios sketched here have a limited effect on projected
employment in this small industry. The volume of labora-
tory work ordered by physicians may be affected by changes
in reimbursement levels and guidelines, to the extent that
testing has been implicated as a source of rising health care
costs. However, other factors besides physicians’ ordering
practices determine how much laboratory work is sent to
commercial laboratories for analysis.

Among these are the economics of in-house versus con-
tracted clinical laboratory services for hospitals; advances in
medical diagnostics that increase the amount of testing as
new tests are developed; changes in case mix—an increase
in the number of patients with illnesses that require exten-
sive laboratory workups, for example; and the availability of
portable analyzers that can be installed in the physician’s
office or clinic. The potential impact of further develop-
ments in laboratory automation must also be kept in mind.
Automation of chemistry and hematology, two of the most
labor-intensive functions in the clinical laboratory, is al-
ready well-established.>! Microbiology, immunology, and
serology are candidates for widespread automation in the
coming decade. Prospects for even greater diffusion of auto-
mated systems help explain the very modest growth pro-
jected for this industry under all scenarios.

Outpatient care facilities (sic 808). This small industry



includes HMO’s, outpatient surgical centers, diagnostic
imaging centers, urgent care centers, alcoholism treatment
centers, community mental health centers, family planning
clinics, and other outpatient facilities. Employment is pro-
jected to rise much faster than average under all three sce-
narios. Under the base scenario, for example, employment
is projected to increase at an annual rate of 6.7 percent,
more than triple that projected for the health industry as a
whole. Exceptionally rapid growth in the base case reflects
not only the shift to outpatient care, but the success of
providers in this industry sector in capturing much of the
market.

Turning to the high scenario, favorable reimbursement
policies (expanded coverage for mental health and alco-
holism treatment, for example) and higher overall levels of
health care spending are expected to contribute to very rapid
projected growth. Employment in this industry might be
higher still under the high scenario, were it not for the
assumption that hospitals will set up a broad range of outpa-
tient services—competing effectively in the outpatient mar-
ket with freestanding outpatient facilities, on the one hand,
and large group medical practices, on the other.

Health and allied services (sic 809).  This rapidly growing
industry includes home health agencies and blood banks. It
seems reasonable to assume that home health care—not
blood banking—is responsible for recent recordbreaking
growth in this industry. This assumption is carried forward
in each projection scenario. On the one hand, intense pres-
sure on the demand for services provided by home health
agencies is expected to persist because of the aging of the
population, consumer preference, incentives to discharge
hospital patients as soon as possible, and changes in private
insurance and medicare coverage that make home health
more affordable for patients recovering from acute illnesses.
Second, blood banking is ripe for automation. Industry ob-
servers anticipate that automated laboratory systems will be
used by the early 1990’s, with likely displacement of blood
bank employees.

The annual rate of employment growth in this industry is
projected to outstrip the rest of the health services industry
under all three scenarios. According to the base case, em-
ployment is projected to double during 1984-95, rising
from 151,000 to 315,000 jobs. Increased public and private
spending for home health care is a key assumption of the
base case. The high scenario assumes an increase in out-of-
pocket spending for home health services for patients not
cligible for insurance benefits, those with chronic conditions
and long-term care needs, for the most part.

Occupational projections

In the National Industry-Occupational Matrix, occupa-
tional employment in the target year is determined by pro-
jected industry employment, on the one hand, and projected
staffing patterns, on the other. To project staffing ratios,

first, 1984 staffing patterns (“industry-occupational ratios™)
for each of the nine matrix health industries were analyzed.
This step included comparing the 1984 data with patterns
from earlier years and other sources, including the Current
Population Survey and the annual American Hospital Asso-
ciation survey. Next, projected 1995 ratios were developed,
consistent with the assumptions of the base case about future
trends in health care financing and service delivery. For
example, this involved judgments about the impact of tech-
nology, use of contract services and temporary employees,
and trends in professional practice, case mix, and length of
stay.

The procedure was repeated under staffing assumptions
consistent with both the low and high scenarios. For exam-
ple, staffing patterns for nursing and personal care facilities
were adjusted to reflect the impact of more private-pay
patients in the high scenario. Facilities serving these patients
would presumably offer more amenities, as well as more
intense therapy, nursing, recreational, and social services.
Some of these assumptions are presented in exhibit 1.

Next, occupational staffing patterns were applied to the
industry totals shown in table 1. This generated three sets of
industry-occupational matrices for each of the nine health
industries, plus industrywide estimates of 1984 and pro-
Jjected 1995 employment for 200 detailed occupations. In-
dustrywide estimates for selected health occupations are
shown in table 7.

A wide range of growth prospects appears when projected
growth under each of three alternatives is compared with the
average rate of job growth for the economy as a whole, 1.3
percent a year over the 1984-95 period. For example, em-
ployment of health services managers, physicians, physi-
cian assistants, and medical assistants is projected to grow
faster than average even in the low alternative. Except for
health services managers, who are dispersed across all nine
health industries, these occupations are concentrated largely
in offices of physicians and osteopathic physicians, indus-
tries that are projected to grow considerably faster than the
health services industry as a whole under the low scenario
assumptions. In addition, most of these occupations are
projected to increase as a proportion of industry employ-
ment as HMO’s, group medical practices, and other large
establishments increasingly dominate medical practice.

Considerable attention has been paid to new job opportu-
nities in ambulatory and outpatient settings including home
health programs, health maintenance organizations, urgent
care centers, wellness and fitness programs, and life care
communities. The alternatives presented here show that in
the case of registered nurses, the hospital will remain the
major source of employment in 1995, despite the emergence
of alternative delivery systems and the expansion of long-
term care.

Because recent nursing school graduates are a major
source of supply for the profession, nursing education will
confront vastly different challenges depending on the rate of
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industry growth in the decade ahead. The number of new
jobs for registered nurses varies widely according to the
projection scenario, as table 7 shows. As few as 72,000
additional registered nurse jobs—or as many as 650,000—
might be created in the health services industry between
1984 and 1995, depending on the alternative selected. Be-
cause supply and demand are roughly in balance in the base
case, realization of the high scenario could entail such meas-
ures as stepped-up recruiting of inactive nurses, wage incen-
tives, and expansion of training opportunities for nurses.
Nursing homes would face a formidable recruiting chal-
lenge. Conversely, the sluggish job growth depicted by the
low scenario would mean less favorable job prospects in
nursing overall, depending on replacement needs and on
how rapidly nursing school enrollments responded to an
oversupply.

For a number of occupations, the “shrinkage” of the hos-
pital industry under the assumptions of the low scenario
would mean an employment decline between 1984 and
1995. Such occupations include licensed practical nurses,
nursing aides, psychiatric aides, clinical laboratory technol-
ogists and technicians, EKG technicians, respiratory thera-
pists, surgical technicians, social workers, dietitians, di-
etetic technicians, pharmacists, and recreational therapists.

Careful tracking of hospital industry trends is advisable for
policy makers and planners concerned with occupations in
this group.>® For if instead of the low scenario, the high-
scenario assumptions are realized, prospects are for faster-
than-average job growth in many of these occupations. This
would require a totally different response from vocational
and higher education planners, as well as from industry
officials responsible for recruitment and in-service training.

Table 8 depicts projected change in employment for
health workers by broad occupational group. Employment
in most groups at the lower end of the skill ladder is pro-
jected to grow more slowly than the industry average under
each of the three alternatives. This continuation of a long-
term trend reflects changes in case mix and patterns of
patient care, use of contract and shared service arrange-
ments, and widespread application of computers for clini-
cal, financial, and administrative purposes.

Conclusions

Although one can imagine other ways that the next decade
may unfold, the three scenarios presented here are represen-
tative possibilities. The base scenario assumes that output
and employment growth will be somewhat below historical
levels, in general because of increased emphasis on cost

Table 7. Wage and salary empioyment in the health services industry, selected occupations, 1984 and three projected 1995
alternatives
Average annual rate
Actual 1984 Projected 1995 smployment ﬂm'
Occupation
employment (in percent)
Low Base High Low Bass High
AllOOCUPABONS .. ... eeeeeeneeneeaniainneanens 7,188,700 7,325,000 9,054,000 10,535,000 02 21 35
336,204 396,151 482,779 659,382 14 33 47
18,022 19,447 25,060 29,764 07 30 47
14,431 15,614 20,302 25,618 07 31 54
67,187 61,006 82,726 100,819 -09 19 38
9,371 10,398 12,433 13,969 09 26 37
69,513 86,114 90,230 92,956 20 24 27
24,458 23,056 30,875 38,306 -06 21 42
16,192 21,364 24,984 28,148 26 40 52
35,161 32,741 42,025 48,859 -0.7 16 30
5,741 6,695 8,020 9,200 14 31 44
2,077 27,408 31,852 35,961 20 34 45
293,407 342,746 394,556 443, 14 27 38
1,130,997 1,201,175 1,517,820 1,782,421 05 27 42
142,645 144,077 214,798 240,772 0.1 38 49
14,911 15,698 21,326 26,680 05 33 5.4
40,648 45973 61,206 77,233 11 a8 6.0
11,665 10,828 14,598 18,365 -0.7 24 42
54,802 48,639 66,311 82,224 -10 17 37
Speech 11,103 12214 15,047 19,501 09 33 53
All other therapists 9,426 10,725 14,084 16,769 12 37 54
Dental ists 74,037 92,265 95,843 98,088 20 24 28
EKG technicians . 17,437 16,319 20,613 23,701 -06 15 28
EEG technicians ... 5,878 5632 7,027 8,046 -04 16 29
Licensed TIESOS v v e eeeeeeeenenenianennneees 485,835 441,787 557,143 673,138 -09 13 30
Clinical laboratory technicians and technologists . . .. ............. 210,746 188,746 226,377 257,153 -1.0 07 1.8
s ST 15,819 14,747 19,057 23,112 -06 1.7 35
medical tBChNICIANS . . .. .. ... coneeenneineiniens 14,564 12,582 16,122 18,582 -12 0.9 22
Medical rocord 10ChMIGIANS . . . . . . v. v v v nriereinineaareeens 29,700 31,128 39,501 46,051 04 26 41
Radiologic 1ChNOIOGISES . . . ..+« oo veeeeiniineiaeeens 111,026 116,379 138,018 156,873 04 20 32
Surgical IOCRNICIANS . . .« .+« vt ieieee e e 36,284 35,127 41,474 47,753 -03 12 25
Dental ASSISIAMS . .. ... oovvve e eeeneeniieis e 164,241 204,89 213,100 218,368 20 24 26
i i 121,846 176,456 200,345 226,027 34 46 58
930,366 927,744 1,202,144 1,434,762 -0.1 24 40
61,882 51,480 66,122 76,499 -14 06 19
38,055 44,048 46,892 48,525 13 19 22
32,766 32,196 491,923 51,486 -0.2 23 42




projected 1995 alternatives

Table 8. Wage and salary employment in the health services industry, by major occupational group, 1984 and three

Average annual rate
Projected 1995 employment of change, 1964-95
Actual 1964 (in percent)
Occupational group employment

Low Base High Low | Base | High

Total, all ocCUPALIONS . .. .. ... . . 7,188,700 | 7,325,000 | 9,054,000 | 10,535,000 02 21| 35
Managerial and management related occupations 397,843 462,883 565,228 654,282 14 32| 46
Professional and technical occupations 3,032,158 | 3,130,002 | 3,867,484 | 4511088 | 03| 22| 37
Administrative support occupations, including clerical 1,227,084 | 1,189,649 | 1,442470 | 1,642,754 | ~03 | 15| 27
Service occupations . . .................. 2,242,698 | 2,257,703 | 2,827,438 | 3319710 | 0.1 211 38
Cleaning and building services .. .. 318,959 287,210 358,765 421,984 | -09 1.1 ] 26
Food and beverage preparers and services 373,628 351,685 | 453453 647,289 | -0.5 18 | 35
Health servicesand related . .......... 1,349,213 | 1,426,970 | 1,767,566 | 2,058,225 | 05| 25| 39
Personal services . . . . . 32,012 34,619 45,554 54,107 0.7 33 | 49
Protective services 35,680 26,388 33,849 39344 | -21| 05| 09

All other services 133,206 130,831 168,251 198761 | -02 | 21 37
AlLOHBr OCCUPAHONS . . ... ...ttt ettt et e et 288,917 284,763 | 351,380 407,166 | -0.1 181 32

containment. More explicit assumptions involve some
growth and rapid diffusion of technology, but an emphasis
on that which saves resources, as opposed to resource-
intensive high-cost technology. Some tightening of physi-
cian reimbursement is assumed, as well as a moderate con-
tinuation of the shift from fee-for-service physician care to
HMO care. Hospital occupancy is assumed to continue its
recent downward trend but then to level, with a shift towards
heavier employment of skilled workers relative to clerical,
janitorial, and other workers. The bed supply in nursing
homes is assumed to increase as regulation of that industry
eases. Other assumptions generally involve a moderate con-
tinuation of present trends.

Although it lies between the low and high scenarios, the
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1966-82,” Health Care Financing Review, Summer 1985; Katharine R.
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*“National health expenditures, 1984,” Health Care Financing Review, Fall
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7 Louise B. Russell, “An aging population and the use of medical care,”
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FOOTNOTES

base case does not represent a midpoint. With respect to
prospects for job growth, the low scenario may be more
extreme on the unfavorable side than the high scenario is on
the favorable side. In any event, the sharply contrasting
futures depicted by the low and high scenarios make it clear
that the outlook is uncertain. The health services industry is
in transition, and it remains to be seen whether organiza-
tional forms and approaches that take hold over the coming
decade will entail gradual and moderate changes in employ-
ment levels, staffing patterns, and educational require-
ments—or abrupt, even disruptive, change. For employers,
educators, and policy makers who seek to plan effectively
for the future, staying abreast of industry developments has
never been more necessary. O

8 Economic growth sectors 140, 141, and 142 make up the health sector.
Coverage is as follows: sector 140, Doctors’ and dentists’ offices; sector
141, Hospitals; sector 142, Medical services, not elsewhere classified.

The industry composition of each sector, as defined by the 1972 Stand-
ard Industrial Classification (SIc) is:

Sector 140-Doctors’ and dentists’
offices

sic 801-Offices of physicians

sic 802-Offices of dentists

sic 803-Offices of osteopathic
physicians

sic 8041-Offices of chiropractors

Sector 141-Hospitals sic 806-Hospitals (excludes Federal,
State, and local government
hospitals)

Sector 142-Medical services,
not elsewhere classified

sic 8049-Offices of health
practitioners, not elsewhere
classified

sic 805-Nursing and personal care
facilities

SIC 807-Medical and dental
laboratories

sic 808-Outpatient care facilities

siC 809-Health and allied services,
not elsewhere classified

sic 074-Veterinary services

sic 8042, Offices of optometrists, is not included in the economic growth
health sectors.
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9 Qutput includes primary (health care) and some secondary products
and services such as nonmedical testing performed in medical laboratories.
This measure of industry output differs from a measure of commodity
output because of these secondary products.

This measure is gross or somewhat duplicated in that some intermediate
products or services may be counted more that once in the estimate. Or-
thodontal appliances sold first by a dental laboratory to a dentist, and
subsequently sold again to the patient, illustrate duplication in the measure
of output.

Historical estimates of output are converted from current year or nominal
dollars to constant dollars and projections of 1995 output are based on
constant 1977 prices.

10 Data on employment by sic category, shown in table 4, differ from
those by economic growth sector shown in table 3 as follows:

Table 3: Excludes State and local government hospitals
Excludes 8042, Offices of optometrists

Includes 074, Veterinary services

Includes State and local government hospitals
Includes 8042, Offices of optometrists
Excludes 074, Veterinary services

Excluded from the data shown in both tables are Federal hospital em-
ployees, as well as employees of publicly operated nursing homes, clinics,
and other governmental health care facilities. These data also exclude
self-employed workers.

1} American Hospital Association, Hospital Statistics, 1984 ed.
(Chicago, 1984).

12 The number of nursing home users rose from about 300,000 in 1950
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deinstitutionalization movement reflected prevailing views about the desir-
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Government—via medicaid and Supplemental Security Income—would
pay some or all of the cost. Burton David Dunlop, The Growth of Nursing
Home Care (Lexington Books, Lexington, MA, 1979).
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place: An overview,” Healthcare Financial Management, January 1984.
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Series P-23, No. 138 (U.S. Bureau of the Census, 1984), p. 83. Until
results of the 1985 National Nursing Home Survey are released, the 1977
utilization data are the most recent available.

2 Stanley J. Brody and Nancy A. Persily, eds., Hospitals and the Aged:
The New Old Market (Rockville, MD, Aspen Systems Corporation, 1984).

25 Environmental Assessment Overview 1984 (Chicago, 1., Hospital
Research and Educational Trust, 1984).

26 Davis, “Is Cost Containment Working?”

27 Martha Farnsworth Riche, “The nursing home dilemma,” American
Demographics, October 1985; U.S. General Accounting Office, Medicaid
and Nursing Home Care: Cost Increases and the Need for Services are
Creating Problems for the States and the Elderly (Washington, 1983).

28 Carol O’Shaughnessy, Richard Price, and Jeanne Griffith, Financing
and Delivery of Long-Term Care Services for the Elderly (Washington, The
Library of Congress, Congressional Research Service, 1985).

29 Mark Meiners, “The case for long-term care insurance,” Health Af-
fairs, Summer 1983.

30 Employment projections for the nine health industry categories of the
National Industry-Occupational Matrix were derived from economic
growth sectors 140-142 in a two-part procedure.

First, projected employment in sic 074, veterinary services, was re-
moved from projected private wage and salary employment in the eco-
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