National Health Expenditures, 1929-71

THE HEALTH BILL for the Nation amounted
to $75.0 billion in fiscal year 1971, representing an
increase of $7.2 billion or 10.7 percent more than
in the previous year. This rise represented the
lowest annual percentage gain since fiscal year
1966. In the 4-year period ending June 1970, the
annual increase in health care spending averaged
12.6 percent a year.

Though spending for health care rose at a
slightly lower annual rate than in previous years,
the general economy showed a considerably slow-
er rate of growth. In fiscal year 1971, the gross
national product—the market value of all goods
and services produced in the United States—in-
creased 5.8 percent over the previous year, about
half as fast as health care spending. The result
was a sharp rise in the proportion of the gross
national product spent for health care—from 7.1
percent in 1970 to 7.4 percent in 1971 (chart 1).

The summary highlights for fiscal year 1971
reveal that

® the Nation paid a $75.0 billion health bill that

represented 7.4 percent of the gross national
product

® each person incurred an average health bill of

$358, up $31 from the previous year

® total health outlays rose nearly 11 percent, the

lowest annual percentage gain in 5 years

® Government outlays for health rose 14 percent, as

private outlays increased 9 percent

® nearly two-fifths of the rise in Government spend-

ing was due to the 25-percent increase in Medicaid
outlays

® the public share of the health bill continued to

grow and reached 38 percent of the total

® all third-parties—Government, private health in-

surance, philanthropy, and others—financed 63
percent of the total personal health care bill, 87
percent of the hospital bill, and 61 percent of the
bill for physicians’ services

® hospital care continued to be the largest item of

expenditure, increasing nearly 14 percent to a total
of $29.6 billion

® private health insurance benefit payments jumped
15 percent to reach $16.6 billion.

EXPENDITURES IN FISCAL YEAR 1971

The $75 billion medical care bill is a large one,
with increases of about $7.2 billion, or 10.7 per-

*Division of Health Insurance Studies, Office of Re-
search and Statistics.
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cent, over the total in the previous year. Per cap-
ita expenditures reached $358 in fiscal year 1971.
Table 1 presents aggregate and per capita data
for selected years beginning with fiscal year
19291

Hospital care continues to be by far the largest
single item of expenditure, totaling $29.6 billion
in 1971 (table 2). Representing 39.5 percent of
the total, outlays for hospital care rose 13.6 per-
cent over 1970 expenditures, a slightly lower an-
nual rate of increase than in any of the preceding
4 years. Expenditures for this purpose had grown
at the rate of 16.3 percent a year from 1966 to 70.
The rise in the outlays for hospital care reflects
the continuing increase in hospital wages and
prices, hospital use, and improvements in quality
of services. In fiscal year 1971, hospital prices as
measured by the hospital daily-service-charge
component of the BLS consumer price index in-
creased 12.9 percent. The daily service charge
represents the basic charge for room and board
and reflects the rate of charge for the most com-
mon type of accommodation—a semiprivate room.
Excluded are charges for laboratory work, X.
rays, drugs, use of operating room, and special
nursing.

In contrast, the American Hospital Association
publishes a figure for the average expense per
patient day that is not a measure of price but an
estimate of the cost of producing a day of hos-
pital care. This measure also increased at a rela-
tively high rate in fiscal year 1971—13.2 percent.

Expenditures in fiscal year 1971 for physi-
cians’ services ($14.2 billion) and dentists’ serv-
ices ($4.7 billion) were higher by 9.9 and 9.8 per-
cent, respectively. A significant portion of the
growth in these expenditures can be attributed to
the increase in fees for these services—7.5 percent
for physicians’ fees and 6.0 percent for dentists’
fees.

The following tabulation compares the per-
centage increases from fiscal year 1970 to fiscal

1For comparable data on a calendar-year basis, see
Barbara 8. Cooper and Nancy L. Worthington, National
Health Expenditures, Calendar Years 1929-70, (Research
and Statistics Note No. 00), Office of Research and Sta-
tisties, 1971,



CuART 1.—National health expenditures and percent of gross national product, selected fiscal years 1950-71

$75.0

N

(In billions)

Fiscal 1950 1955 1960
year

year 1971 in total expenditures for all health
services and supplies and selected types of serv-
ices with the increase in the comparable medical
care price index.

Percentage increase in

Item
Total CPI medical
expenditures care
component

Health services and supples. . acooaoaeo 11,1 169
Hospital care. . oo o mmmaeicrnaccaan 136 12,9
PhysSIC1ans’ SeIVICeS. o vmmamcamcaamcaccnnnn 99 7.5
Dentists’ services o cemocceanan 98 6.0
Drugs and drug sundries.. 7.2 2.4

1 Represents increase in medical care index
2 Represents increase in index for hospital daily service charge

The 1970 figures used here, as well as the data
for earlier years shown in table 1, differ some-
what from those ‘reported in last year’s article.
For recent years, part of the difference reflects
the availability of more current, accurate data for
several categories of expenditures. The major dif-
ference, however, reflects three adjustments made
in the entire series. The first involved the addi-

1965

Percent
of GNP

.
1970 1971
tion of the administrative expenses of the medical
assistance program (Medicaid), which amounted
to $92 million in fiscal year 1967 and rose to $279
million in fiscal year 1971.

The second adjustment was the addition of the
data on hospital care expenditures back to 1950
for the outlying areas of the United States—
Guam, Puerto Rico, Samoa, and the Virgin
Islands. Conceptually, this series on the Nation’s
outlays for health care encompasses expenditures
made in behalf of the residents of these outlying
areas of the United States. A total of 167,000
persons residing in these areas are enrolled in the
Medicare program and, in 1969, about $20 million
was paid out under the program for services they
received. The data for public programs have
therefore covered these areas. Data for hospital
care expenditures, obtained from another source,
had erroneously excluded them, however.

The third modification involved more complete
and accurate reporting by the Department of De-
fense of their expenditures for hospital care. This
adjustment also affected the figures back to 1950.
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TABLE 1 —Aggregate and per capita naticnal health expenditures, by source of funds, and percent of gross national produet,

selected fiscal years, 192829 through 1970-71

Health expenditures
Gross
national Total Private Public
Fiscal year pr(zduct
n
billions) Amount Percent Amount Percent Amount Percent
(in Per capita« of (in Per capita o (in Per capita o
millions) GNP millions) total millions} total
$101 0 $3, 589 $29.16 36 $3,112 $25 28 86 7 $477 $3 88 133
68 7 2,846 22 04 41 ,30 17 84 80 9 543 421 191
951 3,863 28 83 41 3,081 22 99 798 782 5.84 202
263 4 12,028 78 35 46 8,962 58 38 745 3,065 19 97 255
379 7 17,330 103 76 46 12,909 77.29 745 4,420 _26 46 255
495 6 25,857 141.64 52 19,460 106 60 75.3 6,395 35 03 247
655 6 38,892 197 81 59 29,357 149.32 755 9,535 48.50 24 5
718 5 42,109 211 64 59 31,279 157 21 743 10,830 54 43 257
771.4 47,860 237,93 62 32,037 159 27 66 9 15,823 78.66 331
827.0 53,563 263 49 65 33,523 164 91 626 20,040 08 58 37.4
898 4 59,939 292 01 67 37,004 180 28 61.7 22,935 111 74 38.3
953 2 67,770 326 78 7.1 42,738 206 08 63 1 25,032 120.70 36.9
1,008 &§ 75,012 358 05 7.4 46,548 222 18 62.1 28,4 135.86 37.9

SOURCE OF FUNDS

The increased public financing of health care
that began with the start of Medicare and Medic-
aid in fiscal year 1967 continued in fiscal year
1971. From 1950 through 1966, the public share
had been about one-fourth of the total. Since that
time, except for 1970, the public sector has en-
larged its share, reaching 38 percent in 1971
(chart 2).

The rise in the portion of the health bill paid
by the Government is readily understood in light
of the fact that Government spending for medical
care has increased 163 percent in the past 5 years
—an average of 21 percent each year. In 1971 it
rose 14 percent. Private spending, on the other
hand, went up 49 percent in'that 5-year period
(8 percent per year) and 9 percent in 1971, as
shown below.

Annual increase
Fiscal year
Total Public Private
137 46 1 2.4
1.9 267 4.6
11.9 14 4 10 4
171 91 155
10 7 137 89

Public funds come from both Federal and
State and local governments. In 1971, two-thirds
of public health care spending was furnished by
Federal funds—in 1966 the proportion was half.
The large amount spent under the Medicare pro-
gram—nearly $8 billion in 1971—primarily ac-
counts for this shift.

For the most part, private expenditures repre-
sent payments made by private consumers or by
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private insurers in their behalf. These consumer
expenditures amounted to $42.5 billion in 1971,
an increase of $3.6 billion more than the total in
the previous year.

Included in the remaining private expenditures
are private philanthropy, amounts spent by in-
dustry for maintenance of in-plant health serv-
ices (classified under “other health services”),
expenditures made from capital funds for expan-
sion, renovation, or new construction of medical
facilities, and outlays for research by private
foundations. These expenditures amounted to
#4.1 billion in fiscal year 1971.

The type of service purchased differs with the
source of funds. About three-tenths of the $46.5
billion spent in 1971 from private sources was for
hospital care; more than half of the $28.5 billion
from public funds was for hospital care. Sim-
ilarly, nursing-home care comprised less than 8
percent of private expenditures but represented
7 percent of the public outlays. The proportion
spent for medical research was also smaller in the
private sector—0.4 percent, compared with 6 per-
cent in the nonprivate sector.

In contrast, only 2 percent of the public medi-
cal care dollar went for drugs, in comparison
with 15 percent of the private dollar. Thirty-five
percent of the private health dollar purchased
services of health professionals—doctors, dentists,
nurses, and other medical professional personnel;
only 14 percent of public funds were spent for
these services.

The above analysis of expenditures by source
of funds classifies all of the Medicare outlays, in-
cluding premium payments by individuals, as

5



public expenditures. This classification conforms
with that of social insurance in the Social Secu-
rity Administration’s social welfare expenditure
series where all outlays, including those financed
through employee contributions, are treated as
pubhc.

In fiscal year 1971, Medicare outlays totaled
$7.9 billion. An estimated 13 percent was derived
from premium payments by individuals. If these
premium payments were classified as private ex-
penditures, the public share of national health

exnenditures would be reduced from 87.9 nercant

&PV RITS Vil WU A TUMUMUTAL a1Vl G pPriionu

to 36.6 percent.

The estimated source of funds for Medicare
outlays in fiscal years 196771 is indicated below
for both hospital insurance and supplementary
medical insurance.

Source of funds | 1967 1968 1969 1970 1971
Medacare, total
Expenditures (in millions). __... $3,394 685,347.1/$6,597 7|$7,149.2($7,875 0
Percent from—
Payroll tax 67 9 66 0 61 4 61,2 60 3
Premium payments. 11 4 139 122 13 8 130
General revenues. .. 27 201 26 3 24 9 27
Hospital insurance
Expenditures (in millions).._... $2,506.6/$3,814 984,758 2($4,952 B|$5,592.4
Percent from—
Payroll tax_ ... cocecucennnnnn 88.8 92 3 85.2 88 4 849
General revenues....._.___._._ 11 2 75 14 8 11.6 15.1
Medical msurance
Expenditures (in millions)...... $798 0/$1,532 2/$1,839.5/$2,196.3($2,282 6
Percent from—
Premum payments____..._.__ 48 4 48 4 43 8 45 0 449
General revenues._.__......... 516 516 56 2 550 551

Expenditures Under Public Programs

The total amount expended for health services
and supplies under government programs was
$25.6 billion in 1971. Federal funds amounting
to $16.5 billion supplied 64.3 percent of this total.
The remainder came from State and local govern-
ment sources.

Each government program with health ex-
penditures is listed in table 8, which distributes
the amounts spent in fiscal years 1969-7T1 by type
of expenditure. These government programs and
their outlays are the same as those currently
reported in the health expenditure table in the
annual article on social welfare expenditures.

?See Alfred M. Skolnik and Sophie R Dales, “Social
Welfare Expenditures, 1929-71,” Sociel Security Bul-
letin, December 1971,

6

Public spending for health services and sup-
plies in 1971 rose $3.2 billion or about 14 percent
over the previous year. Nearly two-fifths of this
rise was due to increases in spending under the
Medicaid program. Vendor medical payments
under pubhc ass1stance-—pr1mar11y Medicaid—
amounted to $6.5 billion in 1971, a growth of 25
percent. Medicaid expenditures constitute one-
fourth of all health outlays from public funds.

The largest public program for medical care,
financing three-tenths of public spending, is
Madicare Tn 1971 Madicare ganent €7 Q hillian. 1n

Medicare. In 1971, Medicare spent $7.9 billion, up
10 percent from 1970. Nearly all of this increase
was for hospital care, reflecting the overall rise
in hospital care prices and costs. For physicians’
services, there was a concentrated effort to tighten
reimbursement procedures. Only those charges
that fell within the 75th percentile of the cus-
tomary charges made for similar services in cal-
endar year 1969 were to be recognized in fiscal
year 1971. As a result, about 41 percent of the
total approved claims were reduced and Medicare
outlays for physicians’ services rose only $39
million, or about 2 percent. Further tightening of
controls in extended-care facilities led to a slight
decrease in such spendmg—Irom $292 million in
1970 to $247 million in 19713

Medicare and Medicaid combined pay about 56
percent of the public medical care bill. There is,
however, a small amount of duplication in the
amounts spent by these two programs. Medicaid
expenditures include premiums paid into Medi-
care’s supplementary medical insurance trust
fund for medical insurance coverage of old-age
assistance recipients and in some States for the
aged medically indigent. To the extent that the
premium payments are also subsequently re-
flected in disbursements made from the supple-
mentary medical insurance trust fund, they are
counted again., The amount of premiums paid by
States to “buy in” coverage for these aged persons
since the beginning of the Medicare program is as
follows:

Amount
Fiscal year (in millions)
1967 $32.1
1968 530
1969 %58
1970 97.2
1971 1315

*Howard West, “Five Years of Medicare—A Statisti-
cal Review.” Social Security Bulletin, December 1971.
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The third largest public program was general
hospital and medical care. Primarily State and
local spending in mental hospitals, this program
furnished $3.8 billion in 1971, up nearly one-half
of $1 billion higher than the total in the previous

year.

The type of expenditure that received the
largest public support in 1971 was hospital care,
representing 58 percent of all public outlays for
health services and supplies. The proportion
going to hospitals varies, however, among the
public programs. In 1971, hospital expenditures

TABLE 2.—National health expenditures, by type of expenditure and source of funds, fiscal years, 1968-69 through 1970-71

[In millions}
Source of funds
Private Public
Type of expenditure Total
Btate
Total Consumers Other Total Federal and
local
1970-71
Total . $75,012 $42,548 $48,477 $4,071 $28,463 $18,767 $9,696
Health services and supplies - 69,479 43,873 42,477 1,396 25,605 16,471 9,134
Hospital care_ ..o o .an - 29,628 14,871 14,472 399 14,757 9,510 5,246
Physicians’ services ..o oo cmccc e cmmcccmecm—m——e 14,245 10,700 10,688 12 3,545 2,622 1,022
Dentists’ services. oo coeeieciccanaas 4,660 4,400 4,400 §ocmocooeaa.- 260 154 106
Other professional services - - 1,475 222 173 49
Drugs and drugsundries & .. .. ... - 7,470 540 271 269
Eyeglasses and appliances —— 1,015 66 37 30
Nursing-home Care. . ceeuee e cccrmmcmmccmcaccncmammcacmananann 3,365 2,027 1,174 853
Expenses for prepayment and administration.....cccemceeecmnaanax 2,296 696 665 131
Government public health activities . 1,618 |... 1,618 799 819
Other health services.. 2,807 1,875 1,266 609
Research and medical-facilities construction. .. coueoccamaaocnaceaaaas 5,533 2,858 2,298 562
Research . o oo crcccccccccmrecrm e maam s 2,019 1,819 1,742 77
Construction..cceaeeo..... . 3,514 1,039 854 485
Publicly owned facilities. ..o ooe.o - 875 875 404 471
Privately owned facilities. -- 2,639 164 150 14
1969-70
b 117 ) P - $67,770 $42,738 $38,850 $3,888 $25,032 $16,598 ,
Health services and supplies_ . oo cveceeeeeeenee I 62,516 40,140 38,850 1,290 22,876 14,492 7,884
Hospital care..... e —— 26,000 13,335 12,964 371 12,756 8,269 4,486
Physicians’ services._ . . .ocoococcoamcocmnanan . 12,966 9,700 9,690 10 3,266 2,378 889
Dentists’ services - 4,245 4,041 4,041 | .. 204 114 89
Other profess1onal Serviees. .. cmaerccoccccccnmccacaccccacammommon 1,384 1,162 1,135 27 222 168 54
Drugs and drug sundnes L ..o e ccccecnceane 8,971 68,5827 (1877 IR 444 221 223
Eyeglasses and appliances. 1,850 1,792 1,792 58 31 27
NUrsIng-home Care. . oo o ccrcccrecrccemccmcuaceamaamnenamnes 2,875 1,208 1,186 22 1,667 1,003 664
Expenses for prepayment and administration. 2,105 1,515 1,515 |accamomaaas 590 401 98
Government public health activities__......._._ 1,260 PN [ 1,260 590 670
Other health services. .. . 2,769 860 |-wumamnmeenn 860 | 1,909 1,226 682
Research and medical-facilities construction. .. .o oouovoieoaaanaas 5,254 2,598 lovermncnaan 2,598 2,658 2,106 560
Research 1______ - - - 1,848 195 | e 195 1,653 1,577 76
ConsStruetion .o oo ou e eee 3,406 2,403 2,403 1,003 529 474
Publicly owned facilities . R BOD Jevemmmsncaan 860 399 461
Privately owned facilitles_....___..___ ——— 2,546 2,403 |ccomceeeae 2,403 143 130 13
1968-69
Total . $59,939 $22,935 $15,228 $7,707
Health services and Supplies. oo rremcmaea 55,649 20,392 13,218 7,174
Hospital care_.... 22,446 11,720 ,702 4,018
Physicians’ Services._ . . .o iacccemec—seceacaana 11,707 2,820 2,014 806
Dentists’ services. 3,821 232 124 108
Other professional services._. 1,306 200 151 49
Drugs and drug sundries .. —— e 6,448 348 173 174
Eyeglasses and appltances. o occcoecmmccreccncaneaea 1,770 51 26 25
Nursing-home €are. .. ..occcoceceercmncnnzn 2,465 1,703 1,055 648
Expenses for prepayment and administration....ococeeeccmacucauas 2,058 486 403 83
Government public health activities 1,195 1,195 525 670
Other health Services couv v eme o i cecaiaacan 2,433 1,637 1,045 592
Research and medical-facilities construction , 4,290 1,747 1,747 2,543 2,010 533
Research ... oooueminnanaas - 1,790 190 190 1,600 1,528 72
Construction - 2,500 1,557 1,557 943 482 461
Publicly owned facilities. o oouae e cececaeae 708 ceme 708 260 448
Privately owned facilities —-- c——— 1,792 1,687 |eccmccaaaaan 1,557 236 222 13

1 Research expenditures of drug companies included in expenditures for drugs and drug sundries and excluded from research expenditures
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CHART 2.—Distribution of national health expenditures by source of funds, fiscal years 1966 and 1971

$42.1 biltion $75.0 billion

PUBLIC STATE

AND LOCAL
12.9%

 FEDERAL
L 12.8%

PRIVATE 74.3%

Fiscal year 1966

accounted for nearly all expenditures under gen-
eral hospital and medical care, 67 percent of ex-
penditures under Medicare, and 72 percent of
those under the Veterans Administration. Hos-
pital care expenditures represented only 15 per-
cent of outlays for maternal and child health,
however.

For the second largest public outlay for
health—physicians’ services—the distribution also
varies among the programs. Workmen’s compen-
sation devoted 58 percent of its health outlay to
physicians’ services. Medicare spent 24 percent
for these services and the Veterans Administra-
tion less than 1 percent. It should be noted that
most of the expenditures for this purpose by the
Veterans Administration, as well as those by the
Department of Defense, are included with hos-
pital care expenditures (see Definitions page 00).

Expenditures for eyeglasses and appliances
represented 11 percent of vocational rehabilita-
tion outlays. These items did not even appear as
an identifiable category in expenditures under
public assistance.

TRENDS IN HEALTH EXPENDITURES

Medical care expenditures have been rising at
a rapid pace. In 1950, such expenditures amounted

STATE
AND LOCAL
12.9%

PUBLIC

FEDERAL
25.0%

PRIVATE 62.1%

Fiscal year 1971

to $12 billion, one-sixth of the 1971 total. By
1960, they had more than doubled; in the next 11
years they tripled (table 4).

The substantial rise in national health expendi-
tures is the result of many factors. One is simply
the growth in population. Other factors are the
rising costs or prices per unit of service, the in-
crease in the average per capita utilization of
health services and supplies, and the rising level
and scope of services through new techniques,
new drugs, and improved treatment procedures.

By examining expenditures in terms of per
capita amounts, one can eliminate population
growth as a factor. With this factor eliminated,
health expenditures still show a substantial in-
crease from fiscal year 1950 to fiscal year 1971.
During this period, per capita expenditures grew
from $78 to four and one-half times that figure—
$358.

By eliminating price as well as population
growth, one can determine the increase in ex-
penditures that results from more utilization and
a higher level of care. When per capita expendi-
tures are converted to constant fiscal year 1971
dollars by means of the medical care component
of the consumer price index, health expenditures
still maintain considerable growth: in per capita
constant dollars the increase was $174—a growth
of 94 percent.

SOCIAL SECURITY



Although the above discussion indicates the
effect of various factors on health expenditures,
it does not show the proportion of the increase
each of the factors produce. The calculation of
these proportions is most meaningful in terms of
personal health care expenditures, which® rose
from the 1950 amount of $10.4 billion to the 1971
figure of $65.1 billion. Personal health care ex-
penditures, as defined here and in the social wel-
fare series, represent all expenditures for health
services and supplies except expenses for prepay-
ment and administration, government public
health activities, and amounts spent by private
voluntary agencies for fund-raising and adminis-
trative services.

About 47 percent of the $54.7 billion increase

from fiscal year 1950 to fiscal year 1971 in per-
sonal health care expenditures reflected the rise
in prices, 17 percent was the result of population
growth, and the remaining 36 percent was attrib-
utable to greater utilization of services and the
introduction of new medical techniques. The rela-
tive contributions of the various factors in the
growth during the period 1950-71 are compared
below.

Aggregate Percentage
Factor increase distribution
{in billions)

b 0173 PR $54 7 100 0
Price_... - - 258 47 2
Population.... 92 16 8
All other___ 19.7 36.0

TasLE 3 —FExpenditures for health services and supplies under public programs, by program, type of expenditure, and source

of funds, fiscal years, 1968-69 through 1970-71

{In millions]
Other Eye- Govern-
Hospital | Physi- profes- Drugs glasses | Nursing-{ ment Other | Admin-
Program and source of funds Total care clans’ sional |and drug and home ublic health istra-
services | services | services | sundries | appli- care ealth | services tion
ances activities
1970~-71
Total. $25,604.9 |$14,756.8 | $3,544 8 2 $221 5 $539 6 $66.4 | $2,027.0 | $1,617.8 | $1,875 0 $695 8
Health insurance for the aged 13 ____.___| 7,875.0 | 5,2390 | 1,859 0 |.ccemenu-. 105.0 {ecoaecmeeccmeaccans 247.0 |omceanea- 28.0 397 0
Temporary disability insurance (medi-
cal benefits)3 - 68 4 47 0
Workmen’s compensation (medical
benefits) cucmn o moe oo ecacnee 1,050 0 367 8
Public assistance (vendor medical pay-
ments)? . 6,493 8 | 2,601 1
General hospital and medical care____.__| 3,831 7| 3,785 4

Defense Department hospital and med-
ical care (necluding military de-
pendents) ... maoaen

Maternal and child health services___...

School health oo ee el

Other public health activities

Veterans’ hospital and medical care ...

Medical vocational rehabilitation.......

Office of Economic Opportunity.._._...

Federal . cioeacan 16,470 9 | 9,510 5] 2,522 5 154.4 172 8 270 6 366( 1,174 0 798.6 | 1,266.3 564.7
Health insurance for theaged12__._____| 7,8750 | 5,230.0 | 1,859 0 |-ceeoacoo 105 0 |ecmmacmocfoommamacan 2470 |acaconnns 280 397 0
‘Workmen’s compensation (medical

benefits) . .o i oo 230 150 [ 35 7] (RN 1.4 .5 5 |- -|--

Public assistance (medical vendor pay-

410301 ) L 3,260 7| 1,347.9 373 6 102 7 93 245 9 |oeocmonnes 856 1 [acecmennee 177.4 147.7

General hospital and medieal care__._ .- 376.1 329 8 67 1.1 20 [ 3 IS, - 346 |ooee ..

Defense Department hospital and med-
jeal care (including military de-

pendents). i o imeaan
Maternal and child health ser
Other public health activities__...__ .

Veterans’ hospital and medical care ¢_.__
Medical vocational rehabilitation. ...
Office of Economic Opportumty. .._.__.

State and local ... .oooeooo_a-

Temporary disability insurance (medi-

cal benefits). ... no oo ean
Workmen’s compensation

benefits) . oo iaaeoos
Public assistance (vendor medical pay-

ments)2. e ciccmmaa———
General hospital and medical care.__
Maternal and child health services..
Sehool health oo eoconanue
Other public health activities._.

Medical vocational rehabiitation. ...

See footnotes at end of table
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THIRD-PARTY PAYMENTS

As health expenditures have risen, an increas-
ing proportion has been paid by third parties.
oh acorecate navments have risen. ths in-

aggregate payments have risen, the in
dividual has had a diminishing share to pay di-
rectly out of his pocket. Private health insurance,
philanthropy, and industry (through industrial
in-plant services) have helped reduce the con-
sumer’s direct payments. These private third-
party outlays coupled with Government health
expenditures have grown significantly in the past
few years (table 5).

In fiscal year 1950, direct payments had repre-
sented 68 percent of the total and the remaining
32 percent had been contributed by third parties

Altha
;Lxl;xuus

as follows: Federal, State, and local governments
(20 percent), private health insurance (8 per-
cent), and philanthropy and others (3 percent).

In the 1950’s, private health insurance grew
§'L‘l‘0=muuauy. Thus by third
parties paid 45 percent of the personal health
care bill, distributed as follows: The government
share was 22 percent, the private health insur-
ance share moved up to 21 percent, and 2 percent
came from philanthropy.

With the implementation of Medicare in 1966,
a rvmber of changes occurred in the source of
payment for medical care services. In fiscal year
1971, third-party payments increased to 63 per-
cent of the total, with the government proportion
rising to 86 percent and the share held by private

Lonal 108
1150l LUUO,

TabLE 3 —Expenditures for health services and supplies under publhic programs, by program, type of expenditure, and source

of funds, fiscal years, 1968-69 through 1970-71—Continued

[In millions]

Other Eye- Govern-
Hospital | Physi- Den- profes- Drugs glasses | Nursing-} ment Other | Admin-
Program and source of funds Total care cians’ tists’ sional |and drug and home ublic health istra-~
services | services | services | sundnes | appli- care ealth | services tion
ances activities
1969-70
0171 RO $22,376.3 (312,755 4 | $3,266 5 7 $222 1 $444 3 $58 2 1 $1,666 ¢ | $1,260 0 $1,908 O $580.8
Health insurance for the aged *2.__.___. 7,149.2 | 4,541,0 ) 1,820 0 |.oeooo... 990 |aeeccncanc]vammmnnnan 2020 Jocemooaao 31.0 365 7
Temporary disability insurance (medi-
cal benefits)3 ... vnno e reenan 62 6 44 9 15 8 Jommeoaaeos 8
Workmen’s compensation {medical
benefits) oo e 965 0 337.8 559 T |ocecacaaas 200
Pubhc assistance (vendor medical pay-
ments)?. e 521281 1,0420 585 1 170 9 351
General hospital and medical care....... 3,3823 ] 3,347 6 52 .9 1.3

Defense Department hospital and med-
fcal care (ncluding medical de-
pendents)4..

Maternal and ch

School health ... -

Other pubhc health activities

Veterans’ hospital and medical care D

Medical vocational rehabilitation_......

Office of Economic Opportunity........

Federal. ..o 14,491,911 8,269 0 2,377 7 114 5 167 9 2211 308 1,0028 590 3 1,226 4 491 4
Health insurance for the aged ¥2_______. 7,140 2| 4,5410] 1,820 99 0 emmomoman el 2020 jocceeeo- 310 365 7
Workmen’s compensation (medical

benefits) . oi e 207 138 52 bemaeaaas 12 4 4 [ PRSP DRSSPI PRSI
Public assistance (medical vendor pay-

ments)?. .o ccmcicaciaaaan 2,607.1 969 5 292 4 85 0 175 199 9 |acomccanat 662 2 |_ceeonns 272 4 108 3
General hospital and medical care.._...- 283 3 248 6 52 .9 13 L3 e eirccnafmmme e 261 |oeernacnn-
Defense Department hospital and med-

ical care (including mihtary de-

pendents)d. oo eeiaaaaaas 1,759 6
Maternal and child health services. 196 0
Other pubhc health activities..__..__ 590
Veterans’ hospital and medical care 4 1,651 4
Medical vocational rehabilitation. ... 107 0
Office of Economic Opportunity. .. 127.3

State and local.ncoo o omiaaaaias 7,884 3| 4,486 4

Temporary disabihity insurance (medi-

cal benefits)?,
‘Workmen's

benefits
Public assistance (vendor medical pay-

MENES)2. e cenceme i em e
General hospital and medical care. -
Maternal and child health services.
School health__ ... _..._..
QOther public health activities___
Medical vocational rebabilitation_.__...

944 3

62 6 4.9 15.8 |.....

See footnotes at end of table.
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health insurance advancing to 26 percent; direct
payments were further reduced to 37 percent
(chart 3).

In the area of hospital care expenditures, the
growth of private health insurance and the im-
pact of Medicare and Medicaid have been espe-
cially influential in reducing the share of direct
payments by consumers. In fiscal year 1971, the
third-party share of hospital care expenditures
reached 87 percent—36 percent fom private
health insurance, 1 percent from philanthropy
and industry, and 50 percent from Government.
Consumers directly paid only 13 percent of the
total hospital bill.

For physicians’ services, however, the share
paid by third parties is not so substantial. In
1971, third-party payments represented 61 per-
cent of the total—36 percent came from health
insurance, 25 percent from public funds, and
the remaining fraction from philanthropy an
industry.

[
fo )

| = TSPy

a oo falk Beecervaciaaa
rrivaie rneuaim msuvrande

The private health insurance portion of third-
party outlays has shown considerable growth in
the last few years. In fiscal year 1971 alone, bene-

TaBLE 3.—Expenditures for health services and supplies under public programs, by program, type of expenditure, and source

of funds, fiscal years, 1968—69 through 1970-71—Continued

{In miiljonsj

Other Eye- Govern-

Hospital | Physi- profes- Drugs glasses | Nursing-| ment Other | Admin-
Program and source of funds Total care cians’ sional |and drug and home ublic hesalth istra-
services | services | services | sundries | appli- care ealth | services tion
ances activities
1968-69
b 1 2: 1 SN $20,391.5 [$11,720 1 | $2,820 1 $232.0 $200.3 $347 5 $51.3 | $1,703 2 | $1,194.7 | $1,636 8 $485 5

Health insurance for the aged 12, ______. 6,507,711 4,308 0| 1,512.0 83.0 367.0 {-encceeen- 290 208 8
Temporary disability insurance (medi-

cal benefits)* .. ... . .o.. 57.7 42.6 13 4 7 .5 . 3] I SR -
Workmen’s compensation (medical

benefits) ..o el 8750 306 2 507 5 [aceeeeenn 26 2 17.5 17.8
Public assistance (vendor medical pay-

ments)2 ____ ... 4,505 6 | 1,634,1 523 3 210 6 333 306 8 {aeeocmenen 1,295.4 |ocauunaenn 419 6 172.4
Genera! hospital and medical care....... 3,009.7 | 2,084.3 46 7 1,2 121 17,8 |emeomeaas
Defense Department hospital and med-

fcal care (including military de-

pendents)i..... 1,749 5 | 1,174.1 488 7
Maternal and ¢ 411.5 62.3 252 9
School health. oo ccceum oo 225 0 ---2250
Other public health activities -] L1947
Veterans’ hospital and medical care ¢____| 1,430 8 182.4
Medical vocational rehabilitation_ ... 118 4 o[-
Office of Economic Opportunity. .. ... 126 0 21,4 |eeeuccmean

Federal oo 13,217.6 | 7,701 8 1,045.4 402.9
Health insurance for the aged 13________ 6,597.7 4,308 0 29.0 298.8
Workmen’s compensation (medical

benefits) .o oo eceiaieaas 16.7 10 9
Public assistance (vendor medical pay-

ments)i. .. .. cecaccnman 2,207.8 814 8 209 8 89 8
QGeneral hospital and medical care....... 193 2 167 8 17.8 [ecmcmoanae

Defense Department hospital and med-
fcal care (including mulitary de-
pendents)t ..o eaeooaaa.

Maternal and child health services..

Other public health activities.._____....

Veterans’ hospital and medical care 4___.

Medical vocational rehabilitation. .-

Office of Economie Opportunmty........

State and local..oocmeeeo. 7,173 9| 4,018 4 806 2 107.8 49 0 174 § 252 648 5 670 0 591 5 827
Temporz{ry disability insurance (medi-

cal benefits)s ..o 577 42.6 13 4 |ocmreaaas 7 .5 ] ) S SNSRI PO
Workmen’s compensation (medical

benefits) ... ciccimcecanas 858 3 205 3 503 3 [accmunaae r252 17.2 1702 Joeemeee

Public assistance (vendor medical pay-
ments)? e inccmmmcacmmm—nn—
General hospital and medical care...

Maternal and child health services..
School health . ..o oeeooaaneae
Other public health activities_......._..

Medical vocational rehabilitation.......

! Includes premium payments for supplementary medical insurance by or
in behalf of enrollees

? Includes dupheation in the Medicare and Medicald amounts where
premium payments for Medicare are paid for by Medicaid for old-age re-
cipients and, in some States, for the aged medically indigent.
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3 Includes medieal benefits paid under public law by private Insurance
carriers and self-insurers

4 Payments for services outside the hospital (excluding “other health
services'’) represent only those made under contract medical care programs.



TaBLE 4 —Aggregate and per capita national health expenditures, by type of expenditure, selected fiscal years, 1928-29 through

1970-71
Type of expenditure 1928-29 1934—35| 1939-40 ’ 1949-50 ‘ 1954-55 ' 1959-60 | 1964-65 | 1965-66 | 1966-67 ’ 1967-68 l 1968-69 \ 1969-70‘ 1970-71
Aggregate amount (in millions)

Total .o $3,580 | $2,846 | 33,863 |$12,027 [$17,330 |$25,855 |$38,892 |$42,100 [$47,860 |$53,563 |$59,930 [$67,770 | $75,012
Health services and supples.__.___.______._. 3,382 | 2,788 | 3,720} 11,181 | 16,392 | 24,163 | 85,664 | 38,661 | 44,324 | 49,599 | 65,649 | 62,516 | 69,479
Hospital care. ..o oo oo oiicieeiaa. 851 73 969 ,608 5,689 | 8,499 | 13,152 | 14,245 | 16,921 | 19,384 | 22,446 | 26,090 | 29,628
Physic1ans’ 5ervices. . o ecvemcwmcccmccanan 994 744 946 | 2,689 | 3,632 | 5,580 | 8,405 | 8,865 | 9,738 | 10,734 | 11,707 | 12,966 14,245
Dentists’ services . .oocon._o 476 208 402 940 1,457 | 1,944 | 2,728 ] 2,866 | 3,158 | 3,408 | 3,821 | 4,245 4,660
Other professional sexviees ... . ..__... 248 150 173 384 552 848 989 1 1,140 1,139 1,210 1,306 | 1,384 1,475
Drugs and drug sundries. . . oo..ocemoouon 601 471 624 1,642 ) 2,282 | 3,501 | 4,647 | 5,032 5,480 5,864 | 6,448 | 6,971 7,470
Eyeglasses and appliances ______ 131 128 180 475 605 750 1,151 1,309 | 1,514 | 1,6651 1,770 1,850 1,915
Nursing-home eare._ . .- _oovoovmooomemnnlocvaoma]camaaes 28 178 291 480 1,271 1,407 § 1,602 ) 2,070 | 2,465 ) 2,875 3,365

Expenses for prepayment and adminstra-
tion . el 101 91 161 290 605 809 1,234 | 1,446 | 1,820 1,935 | 2,058 | 2,105 2,296
Government public health activities..__... 89 112 155 351 384 400 671 731 884 | 1,001 1,195 | 1,260 1,618
Other health services_ ... __..__.__ o] 92 534 895 | 1,262) 1,416 1,620 | 1,978 ] 2,238 | 2,433 | 2,769 2,807
Research and medical-facilities construction. 207 58 134 847 938 | 1,604 | 3,228 | 3,448 | 3,536 ) 3,064 | 4,200 5,254 5,633
Research . oo 3 110 194 592 1 1,301 1,545 | 1,606 | 1,800 1,790 | 1,848 2,019
Construetion .« oeevomeo el 207 68 131 737 744 ] 1,102 1,837 ] 1,931 1,930 ) 2,164} 2,500 | 3,406 3,514

Per capita amount !

Total. . e $29 16 | $22 04 | $28 83 | $78 35 [$103 76 [3141,64 |$197.81 (3211 64 [$237 93 [$263 40 [$202 O1 |$326 78 | $358 05
Health services and supphes 27 481 21 59| 27 83 72831 9814} 132 36| 181,30 | 194 31 [ 220 35 | 243 99 | 271 11 | 301 45 | 331.64
Hospital care_....._.._..- 529 5 66 723 2400) 3406 | 4656 ) 6680 7150} 84 12| 9535 ) 109 35 | 125 80 141 42
Pllysmlans‘ services. 8 08 576 706 | 17582 2175 30687 | 4275] 44 56 | 48 41 52 80 67 03 62 52 67 99
Dentists’ serviees. ..o cnoooo 3 87 231 3 00 6 12 8 72| 10 65) 1388 1440 | 1570 1721 18 62 | 20 47 22.24
Other professional services. . .._.__..._..._ 2.01 116 1,29 2 50 3 30 4 65 5 03 573 5 66 5 95 6 36 6 67 704
Drugs and drugsundries_ _..__._______.___ 4 88 3 65 4 66 10.70 13667 1967 | 2364 | 2520 2724 | 2885 31 41 33 61 35 66
Eyeglasses and apphances._._______.___..__ 106 99 1,34 309 3 62 411 5 85 6 58 7.53 819 8 62 8 92 914
Nursing-home care. _ ..o ||l .21 116 174 2 63 6 46 7.07 8 41 10 18 | 12 01 13 86 16 06

Expenses for prepayments and admimstra-
£ 8 T) ¢ U D 82 70 120 189 3 62 443 6 28 7.27 9 05 9521 1003 10 15 10 96
Government public health activities. 72 .87 116 229 2.30 219 341 3 67 4 39 4,92 5 82 6 08 7.72
Other health services .. ___.___ . __.___...__ 7 49 69 3 48 5 36 6 91 720 8 14 983 | 1101 11 85| 13 35 13 40
Research and medical-facihities construction.| 1 68 45 100 5 52 5 62 028| 1642 17383 1758 | 1960 20 90 | 2533 26 41
Research - _ oo eacecme e 02 W72 116 32 707 7.77 7 98 8 85 872 8 91 9 64
Construetion. oo oo cccceiea 168 .45 .98 4 80 4 45 6 04 9 34 9 56 98| 1065 12 18 16.42 16 77

1 Based on January 1 data from the Bureau of the Census for total U 8 population (including Armed Forces and Federal aivilian employees overseas and

the civilian population of outlying areas)

fit payments of $16.6 billion were 15 percent
higher than payments in the previous year. In
the past 5 years, these payments have averaged
increases of about 13 percent per year.

The impact of private health insurance varies
substantially with type of service. For all types
of personal health services and supplies, private
health insurance paid one-fourth of the bill; for
both hospital care and physicans’ services it paid
36 percent ; but for all other services and supplies
it paid only 4 percent (table 6).

The cost of private health insurance is classi-
fied as a consumer expenditure. About 41 percent
of the 1971 consumer personal health bill was
financed through private health insurance benefit
payments. Benefit payments paid nearly three-
fourths of the consumers’ hospital bill and almost
one-half of their physicians’ bill.

Not all of the cost of private health insurance
is borne individually. It is estimated that about
four-fifths of the premiums for employer-
employee group health insurance plans was paid
for by employers. These employer contributions

12

represent more than half the $18.2 billion in total
private health insurance premium expense.

PEFINITIONS, METHODOLOGY, AND
SOURCES OF DATA

The national health expenditures estimates for
fiscal and for calendar years are prepared to-
gether. The social welfare series presented in the
December issues of the Bulletin report data for
fiscal years on health expenditures in the public
sector by government program and those in the
private sector by major category of expenditure
(direct payments, insurance benefits, etc.). The
national health expenditures shown here are re-
ported by type of expenditure (hospital care,
physicians’ and dentists’ services, etc.) and by
source of funds.*

A growing category of health expenditures—
medical training and education—is not included

* Similar data on a calendar-year basis are shown in
Research and Statistics Note No. 00, op. cut.

SOCIAL SECURITY



TasLE 5.—Distribution of personal health care expenditures, by source of funds, selected fiscal years, 1928-29 through 1970-71!

Source of funds
Fiscal year Total Private Public
Total Direct Insurance Other Total Federal State and
payments benefits local
Amount (in millions)
$3,165 2 $2,883 0 $83.0 $282.2 $84 8 $197.4
2,585 5 2,204 0 70.0 381.5 88 292.8
3,413 7 2,801 0 92,0 522 7 133.3 389.4
10,400 4 8,298 0 7,107.0 $879.0 3120 2,102.4 978 8 1,123 6
15,231.0 11,762 0 8,992.0 2,358,0 412 0 3,469.0 1,582.9 1,886.1
22,727.7 17,798 0 12,575 0 4,698.0 525 0 4,929.7 2,102.1 2,827.6
33,498 3 26,540.0 17,577 0 8,280 0 683 0 6,958.3 2,839.9 4,118 4
36,216 3 28,324 0 18,668 0 8,936.0 720 0 7,802 3 3,349.4 4,542.9
41,323 9 28,863 0 18,766 0 9,344.0 753 0 12,460.9 7,470.3 4,990 6
46,323 3 30,118 0 18,899 0 10,444 0 775 0 16,205 3 10,407.8 5,797.5
52,020 3 33,300 0 20,279 0 12,206 0 824 0 18,711.3 12,290.1 6,421 2
58,751 5 38,225.0 22,929 0 14,406 O 890 0 20,526.5 13,450.3 7,076 2
65,132 3 41,841.0 24,262 0 16,615 0 964.0 23,201.3 15,107.6 8,183 7
Percentage distribution
100 0 01,11 B85 | .. 2.6 8.9 2.7 62
100 0 852 - 27 14.8 3.4 11.3
100 0 847 820 ... ... 27 15.3 3.9 11.4
100.0 798 68.3 85 30 20.2 9.4 108
100 0 77.2 59.0 158 27 22,8 10.4 12.4
100 0 783 55.3 207 2.3 21.7 9.2 12 4
100.0 79 2 525 247 2,0 20 8 85 12,3
100.0 78 2 516 24.7 2.0 218 92 12.5
100.0 69 8 45 4 22.6 18 30.2 181 12.1
100.0 850 40 8 22.5 17 350 223 12.5
100 0 64 0 390 23.5 16 36 0 236 123
100 0 651 39.0 24 5 15 349 22.9 120
100 0 64.2 37.2 25.5 1.5 358 23 2 126

1 Personal health care expenditures include all expenditures for health
services and supples other than (a) expenses for prepayment and administra-
tion, (b) government public health activities, and (¢) expenditures of private

in the above estimates of total health expendi-
tures. Work is now in progress to develop a
methodology for estimating the public and private
health portions of the education expenditures.
A compilation of Federal expenditures for medi-
cal training and education, made by the Bureau
of the Budget, is shown below. This summary in-
cludes some amounts now put under health
expenditures—mainly the sums reported by the

voluntary agencies for other health services
2 Includes any insurance benefits and expenses for prepayment (insurance
premiums less insurance benefits).

The health and medical expenditures under
public programs in the social welfare series are
calculated by adding to fiscal-year expenditures
for health programs the medical care expenditures
under programs for social insurance, public
assistance, veterans’ programs, and other pro-
grams.® Data for several health programs—in-
cluding those of the Department of Defense and
the Public Health Service—are taken from the

Department of Defense and the Veterans  Office of Management and Budget special analysis
Administration. of Federal health programs.®
In the private sector, the data are estimated
first on a calendar-year basis by type of expendi-
Agency Fiscal year ture and then converted to fiscal-year figures on
wee | 190 | 1om the basis of .price and utilization change during
6-month periods. The general method is to esti-
Total Federal expenditures for medical
training and education. .....eeeno. $805 5 $068 8 | $1,049.2
Department of Health Educati 4 ®For a complete description of these public programs,
PWeltare. oot 2200 20| s 3 653 0 687 4 see Ida C. Merriam and Alfred M. Skolnik, Social Wel-
Department of Defense.....__... 19 9 79.7 818 fare Ezpenditures Under Public Programs in the United
........ 5.0 115 5
it — B8] 48| 8%  States, 192066 (Research Report No 25), Office of Re-
Atomic E C ission.... 7 .6 .5 £
Department ot Labor o olw72 7771 %8 1 137 12671 search and Statistics, Social Security Administration,
Other agencIes__ .oooveeeneeneeon 161 25 30 4 1968.
® See “Special Analysis L, Federal Health Programs,”

Source Special Analyses, Budget of the Uniled States, Fiscal Year 1971,
page 170, and Budget of the Unauted States, Fiscal Year 1972, pages 171-172
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Special Analyses, Budget of the United States, Fiscal
Year 1971.
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mate the total outlays for each type of medical
service or expenditure and to deduct the amounts
paid to public and private hospitals, physicians
in private practice, etc., under the public pro-
grams reported in the social welfare expenditure
series. The fiscal-year figures for each public pro-
gram are allocated by type of expenditure on the
basis of published and unpublished reports for
each program. In general, the consumer expendi-
tures are residual amounts, derived by deducting
philanthropic and government expenditures from
the total expenditures for each type of service.

Hospital Care

The estimates of expenditures for hospital care
are based on the data on hospital finances pub-
lished by the American Hospital Association,
and increased slightly to allow for nonreporting
and for osteopathic hospitals. Expenditures for
the education and training of physicians and
other health personnel are included only where
not separable from costs of hospital operations.

There are some definitional differences between
the public and private sectors in hospital care
expenditures. Expenditures by the Veterans Ad-
ministration and the Department of Defense for
physicians’ services are included as part of hos-
pital care expenditures. Services of paid physi-
clans in mental, tuberculosis, and general hos-
pitals—whether public or private—are part of
hospital care, but self-employed physicians’ serv-
ices in hospitals are not counted as hospital
expenditures. The costs of drugs used in hospitals
are also included in hospital care. Anesthesia
and X-ray services are sometimes hospital care
expenditures and sometimes expenditures for
physicians’ services. R

Estimates of the sources of funds are made for
each type of hospital ownership separately. The
Federal expenditures for Federal hospitals repre-
sent the total expenses of these hospitals, less con-
sumer payments for care in such hospitals and
any payments to them by State and local
governments.

State and local government expenditures for
care in their own hospitals represent total hospital
expenses of State and local governments, plus
vendor payments from State and local programs,
less State and local payments to Federal and
nongovernment hospitals.

14

Consumer payments for care in nongovernment
hospitals represent total revenues of the hospitals,
less Federal, State, and local government pay-
ments and less estimated receipts from philan-
thropy.

Services of Physicians and Other
Health Professionals

The estimates of expenditures for the services
of physicians and dentists in private practice are
based on the gross incomes from self-employment
practice reported by physicians and dentists to
the Internal Revenue Service on Schedule C of
the income-tax return (as shown in Statistics
of Income, published by the Interal Revenue Serv-
ice). Data are totaled for practitioners in sole
proprietorships and partnerships. The total also
includes the estimated gross income of offices that
are organized as corporations, the gross receipts
of medical and dental laboratories estimated to
represent patient payments to medical labora-
tories, and the estimated expenses of group-
practice prepayment plans in providing physi-
cians’ services (to the extent that these are not
included in physicians’ income from self-
employment). Estimated receipts of physicians
for making life insurance examinations are
deducted.

The gross receipts of physicians and dentists
represent total expenditures for these services.
Consumer payments are estimated by deducting
vendor payments under government programs and
estimated payments to physicians and dentists
from philanthropic agencies.

The salaries of physicians and dentists on the
staffs of hospitals and hospital outpatient facili-
ties are considered a component of hospital care.
The salaries of physicians and dentists serving
in Indian health activities, as well as those in the
field services of the Armed Forces, are included
with expenditures of “other health services.” Ex-
penditures for the education and training of
medical personnel (except in hospitals) are con-
sidered as expenditures for education and are
excluded from health expenditures.

The Internal Revenue Service also provides
data on the income of other health professionals
in private practice. Salaries of visiting nurse
associations, estimated from surveys conducted
by the National League for Nursing, are added

SOCIAL SECURITY



CHART 3.~—Distribution of personal health care expenditures, by source of funds and type of expenditures, fiscal year

1971
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to the private income of other health professionals.
Deductions and exclusions are made in the same
manner as for expenditures for physicians’ and
dentists’ services.

Drugs, Drug Sundries, Eyeglasses, and Appliances

The basic source of the estimates for drugs
and drug sundries and for eyeglasses and appli-
ances is the report of personal consumption ex-
penditures in the Department of Commerce
national income accounts in the Survey of Current
Business. To estimate the consumer portion,
workmen’s compensation payments are subtracted.

BULLETIN, JANUARY 1972

HOSPITAL

PHYSICIANS'

OTHER
SERVICES HEALTH
SERVICES

The Department of Commerce counts this ex-
penditure as a consumer expenditure, but the
Office of Research and Statistics counts it as an
expenditure of government. Total expenditures
for drugs and appliances are the sum of the
Department of Commerce estimates and the ex-
penditures under all public programs for these
products.

Nursing-Home Care
Expenditures for nursing-home care are derived
by applying an estimated cost per patient day to

the total days of care. Total days of care are
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TABLE 6.—Amount and percent of personal health care expenditures and consumer expenditures for personal health care met
by private insurance, selected fiscal years, 1949-50 through 1970-71

Consumer expenditures for Private Insurance payments
personal health care
Personal
health care
Fiscal year expenditures 1 As a percent of—
(in milions) Amount Amount *
(in milhons) Percent (in millions)
Personal Consumer
health care expenditures
All types of services
19409-50_ e e e eceeam e n—nn $10,402 $7,086 76 8 $880 86 11.0
1954-55___ PO - c-- 5,23 11,350 74.5 2,358 156 20.8
1959-60........- . - 22,728 17,272 760 4,608 207 27,2
1964-65_ . s - c——— 33,498 25,857 7.2 8,280 247 320
196586 . ... .. 36,216 27,604 76.2 8,038 247 324
1966-67. 41,324 28,110 68.0 9,344 22.6 33 2
1967-68.. 46,323 29,343 63.3 . 10,444 2256 35.6
1968-69__ 52,020 32,485 62.4 2,206 23 6 37.8
1969-70.___ 58,751 37,335 63.5 14,406 24 6 38 6
1970-71 it cc e acmememem———— 65,133 40,877 62.8 16,616 25 6 40 8
Hospital care
$3,698 $1,875 50 7 $610 16 5 32,5
5,689 2,504 51,0 1,560 27.4 83.7
8,499 4,707 55,4 3,124 36 8 66 4
13,152 7,922 60 2 5,488 41 7 69 3
14,245 8,520 59.8 5,802 41 4 69 2
16,921 8,149 48 2 6,063 35 8 74.4
19,384 8,801 45 4 8,731 347 76.5
22,445 10,378 46 2 7,842 349 75 6
26,090 2,964 49 7 9,182 35 2 70 8
29,628 14,472 48 B 10,608 358 733
Physicians’ services 3
$2,689 $2,549 948 $270 100 10 6
3,632 3,384 93 2 797 21.9 23.6
5,580 5,209 93 4 1,524 273 293
8,405 7,869 93.6 2,554 30 4 325
8,865 8,258 93.2 2,756 311 33 4
9,738 8,338 85 6 2,808 20 8 34 8
10,734 8,404 78.3 3,220 300 38 3
11,707 8,877 758 3,753 32.1 42 3
12,966 9,690 47 4,468 345 46.1
197071 . e ecican - 14,245 10,688 750 5,139 361 48.1
Other health services
$4,015 $3,562 887 [} (O] 19}
5,911 5,062 858 O] O] 0]
8,649 7,35 851 $50 06 0.7
11,941 10,066 8 3 238 20 2.4
13,106 10,826 826 288 22 2.7
14,665 11,623 79 3 382 26 33
16,205 12,138 749 492 30 41
17,867 13,230 74 0 611 34 4.6
19,695 14,681 745 756 38 51
21,260 15,717 739 868 41 55

1 All expenditures for health services and supplies other than (a) expenses
for prepayment and administration, (b) government public health activities,
and (c) expenditures of private voluntary agencies for other health services

2 Based on data from annual articles on private health insurance coverage

estimated by applying an average occupancy
rate to the number of nursing-home beds, as
reported by the Division of Hospital and Medical
Facilities of the Public Health Service in their
annual report, Hil-Burton State Plan Data.

The cost per patient-day is based on unpub-
Iished data from a current survey of nurs-
ing homes financed by the Social Security
Administration.

Consumer expenditures in nursing homes rep-
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and financial experience in the Social Security Bulletin

3 Includes insurance payments of small amounts for other types of pro-
fessional services for 1950 and 1955.

4 Included in physicians’ services

resent the difference between total nursing-home
expenditures and expenditures from philanthropic
and government sources.

Expenses for Prepayment and Administration

Prepayment expenses represent the difference
between the earned premiums or subscription
charges of health insurance organizations and
their claim or benefit expenditures (expenditures
in providing such services in the case of organi-
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zations that directly provide services). In other
words, it is the amount retained by health insur-
ance organizations for operating expenses, addi-
tions to reserves, and profits and is considered a
consumer expenditure.

The data on the financial experience of health
insurance organizations are reported by the Officg
of Research and Statistics annually in a Bur-
LETIN article on private health insurance.

The administration component represents the
administrative expenses (where they are re-
ported) of federally financed health programs.
Such data were available for Medicare and
Medicaid and for the Veterans Administration
hospital and medical program.

Government Public Health Activities

The category “government public health activ-
ities” is the same as the “other public health ac-
tivities” category in the social welfare series of
the Office of Research and Statistics. The Federal
portion consists of outlays for the organization
and delivery of health services and prevention
and control of health problems by the Health
Services and Mental Health Administration, the
National Institutes of Health, and the Environ-
mental Health Service of the Public Health
Service. Also included are outlays by other Fed-
eral agencies for similar health activities. The
data for these programs are taken from the Spe-
cial Analyses of the Budget.

The State and local portion represents expendi-
tures of all State and local health departments
and intergovernment payments to the States and
localities for public health activities. It excludes
expenditures of other State and local government
departments for air-pollution and water-pollu-
tion control, sanitation, water supplies, and sew-
age treatment. The source of these data is Gov-
ernment Finances (annual publication of the
Bureau of the Census).

Other Health Services

Items of expenditures that could not be else-
where classified are brought together in the cate-
gory “other health services.” It includes, for each
public program, the residual amount of expendi-
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tures not classified as a specific type of medical
service. In addition, it includes the following pro-
grams, at one time listed separately: (1) indus-
trial in-plant services, (2) school health services,
(8) medical activities in Federal units other than
hospitals, and (4) those of private voluntary
health agencies.

Industrial in-plant services consist of amounts
spent for maintaining in-plant health services
and are based on estimates made by the Bureau
of Occupational Safety and Health of the En-
vironmental Health Service. This item is classi-
fied as a private expenditure in the “other”
category.

School health services are readily identified as
they are the only State and local expenditures in
this category. Expenses for these services, esti-
mated by the Office of Education, are reported
as a separate item in the social welfare expendi-
ture series.

Medical activities in Federal units other than
hospitals are residual amounts that represent
primarily the cost of maintaining outpatient
facilities (separately from hospitals), and field
and shipboard medical stations.

Expenditures for private voluntary health
agencies, included in the “other” private outlays,
are the expenditures that remain after amounts
for hospital care, physicians’ services, etc., have
been distributed. They represent the amounts
spent for health education, lobbying, fundraising,
ete.

Medical Research

Expenditures for medical research include all
such spending by agencies whose primary object
is the advancement of human health. Also in-
cluded are those research expenditures directly
related to health that are made by other agencies,
such as those of the Department of Defense or
the National Aeronautics and Space Administra-
tion. Research expenditures of drug and medical
supply companies are excluded, since they are
included in the cost of the product. The Federal
amounts represent those reported as medical re-
search in the Special Analyses of the Budget.
The amounts shown for State and local govern-
ments and private expenditures are based on pub-
lished estimates that have been prepared by the
Resources Analysis Branch of the National Insti-
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tutes of Health, primarily in the periodic publi-
cations, Resources for Medical Research and
Basic Data Relating to the National Institutes
of Health.

Construction of Medical Facilities

Expenditures for construction represent “value
put in place” for hospitals, nursing homes, medi-
cal clinics, and medical-research facilities but not
for private office buildings providing office space

for private practitioners. Excluded are amounts
spent for construction of water-treatment or
sewage-treatment plants and Federal grants for
these purposes.

The data for value put in place for construc-
tion of publicly and privately owned medical
facilities in each year are taken from the Depart-
ment of Commerce report, Construction Review.
Amounts spent by Federal and State and local
governments for construction are subtracted from
the total. The residual represents the amount
coming from private funds.

SOCIAL SECURITY



