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The private health insurance industry collected $47.1 billion in pre
miums in 1977 and returned $41.6 billion in benefits to their sub
scribers. Premiums rose 16.3 percent as a direct consequence of 
rapid claims growth in 1976. After operating expenses were de
ducted, the industry showed a small, $.4 billion underwriting foss. 
About 78 percent of the population were insured tor hospital care, 
and about 76 percent lor surgical services. Smaller percentages had 
coverage lor other types of care. An estimated 61.8 percent of the 
aged bought private hospital insurance, and 47.1 percent bought 
surgical insurance, mostly to supplement Medicare benefits. About 
12 percent of persons under age 65 had no protection against the 
cost of hospital care either through private insurance or a public 
program such as Medicare or Medicaid. 

Extent of Health Insurance Coverage 

Private Insurance Coverage of the 
Population 

In 1977, 168 million persons-almost 4 million more 
persons than in 1976-were covered by private hos~ 
pital insurance through an insurance company, a Blue 
Cross and/or a Blue Shield plan, or an independent 
prepaid or self-insured health plan. Surgical insurance 
was carried by 164 million persons-1.7 million more 
persons than in 1976. Thus the percentages Of the 
privately insured population rose from 76.8 percent 
to 78.0 percent for hospital insurance and from 75.8 
percent to 76.0 percent for private surgical insurance 
(Tables 1 and 2). 

A smaller percentage of the population was pro
tected against the costs of other health care services. 
About 70 percent had private insurance to help pay the 
cost of out-of-hospital X-ray and laboratory examina
tions, prescribed drugs, and nursing services. Only 23 
percent of the population had private dental insurance, 
and only 31 percent were insured for nursing home 
care. Private insurance provided some level of payment 
for doctors' home and office visits for only 56 percent 
of the population, a slight decline from 1976. 

The fastest growth occurred in hospital insurance 
and in coverage for dental care and visiting nurse 
service. Both employer-related and individually-pur
chased hospital insurance coverage rose in the effort 
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to meet expensive hospital bills. Collective bargaining 
settlements brought dental care to larger numbers of 
workers and their families. Visiting nurse services 
were added to many private insurance plans to help 
keep down the cost of hospital care. 

Almost four-fifths of persons under age 65-the work 
force and their families-were insured for hospital
related services, and about three-fourths were pro
tected against out-of-hospital X-ray and laboratory ex
aminations, prescribed drugs (out-of-hospital, and nurs
Ing services. Many of the aged, virtually all of whom 
were covered by Medicare hospital insurance and sup
plementary medical insurance, also bought private in
surance, most of it to supplement Medicare coverage. 
This coverage was purchased by individuals and to 
some extent by employers where unions had bargained 
for continued group coverage into retirement. Supple
mentary private insurance paid some or all of patient 
deductibles and co-insurance required by Medicare 
for hospital care, physicians' services, and nursing 
home care. Some insurance plans made partial pay
ments for services excluded by Medicare-prescribed 
drugs and private duty nursing. The proportion of the 
aged population with private insurance coverage 
ranged from 62 percent for hospital care to 5 percent 
for dental care. 

Gross Enrollments 
Private insurers reported a record 218.6 million in 

enrollments for hospital care in 1977, of which 50.4 
million or approximately 23 percent represented dupli
cate or multiple coverage (Table 3). 

Multiple coverage occurs when both spouses are 
employed and both have group insurance through 
their employer, when a person with group insurance 
purchases an individual policy or policies to supple
ment group coverage, or when a person not eligible 
for group insurance holds two or more individual poli~ 
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cies in an effort to obtain some level of protection 
against the costs of health care. 

The rate of duplication was lower for physicians' 
services (18 to 21 percent) and much lower for other 
types of care-8 percent for prescribed drugs and 
private duty nursing, 7 percent for visiting nurse serv
ice, 5 percent for nursing home care, and 1 percent 
for dental care. Rates of duplication were simliar for 
both the under-age-65 and aged-65-and-over groups. 

Table 3 also shows enrollments for the various 
kinds of health care, by type of private Insurer and for 
each of the age groups. 

Market Shares 

Insurance Companies 
lrisurance companies continued to dominate the 

market for the work force and their families, insuring 
54 percent of the hospital market. Persons covered 
by employer-related group policies for hospital care 
numbered 87.1 million; an additional21.6 million had 
individual hospital policies for a total of 108.7 million 
persons, well above the 76.2 million hospital enroll
ments in Blue Cross and Blue Shield plans. Insurance 
companies covered 35 to 82 million more persons than 
did Blue Cross and Blue Shield plans for various 
physicians' services, and more than 66 million more 
for prescribed drugs and nursing services (Tables 
3 and 4). 

Insurance companies also made inroads in the in
surance market for the elderly. For the first time they 
sold more coverage to this age group than did the Blue 
Cross and Blue Shield plans for hospital care, for pre
scribed drugs, and for visiting nurse service. 

Blue Cross and Blue Shield Plans 
The 69 Blue Cross plans enrolled 83.2 million per

sons-38 percent of the population that the plans 
served. About 85 percent of these persons were en
rolled in groups. Of this number, 8.6 million persons 
aged 65 and over were enrolled for coverage beyond 
Medicare levels and/or for health care services not 
provided by Medicare. The 70 Blue Shield plans cov
ered 70.5 million persons in 1977 (7.7 million of them 
aged 65 and over) or 33 percent of the population in 
the areas they served. Blue Cross and Blue Shield 
shares represented 46 percent of the hospital market 
for the elderly and 38 percent of the under-age-65 
market. For surgical care, their shares accounted for 
60 percent of the elderly market and 36 p"ercent of the 
market for workers and their families. Blue Cross and 
Blue Shield plans continued to hold almost all the 
market for nursing home care, covering 4 million 
elderly, or 79 percent of the market. 

Independent Plans 
A small but growing share of the market is held by 

independent prepaid and self-insured health plans. 
These plans are not underwritten by Blue Cross or 
Blue Shield or an insurance company .They are spon
sored by consumers, labor and/or management, and 
health professionals. Most are not for profit. 

Most of these plans provided comprehensive health 

care services, providing coverage for about 7 percent 
of the market for hospital insurance and 9-11 percent 
for various physicians' services, prescribed drugs, and 
nursing services. Dental coverage (largely by the dental 
service corporations) represented 25 percent of all per
sons with dental insurance. 

Administrative Service Only (ASO) 
Agreements and Minimum Premium Plans 
(MPP) 

The count of the number of persons enrolled in in
surance company plans includes a number who are 
also reported by independent plans and other health 
insurers. These persons are in plans with Administra
tive Service Only (ASO) agreements. Under ASO agree
ments, an insurance company provides services to an
other insurance company or another health insurance 
organization-an HMO or a self-insured plan, for ex
ample. These services include such things as market
ing, claims monitoring, premium collection, account
ing, computing, or consulting for a designated fee. 
These persons have already been reported by the in
dependent prepaid or self-insured plan that was at 
risk for and provided directly or arranged for health 
care services for its members in return for a fixed, 
monthly fee. Additional duplication occurred when 
third party administrators or other companies provided 
administrative services in plan areas where the issu
ing companies do not have regional offices. 

Acording to The Health Insurance Association of 
America (HIAA), an estimated 12 million persons were 
represented by ASO and MPP agreements. The 1979 
HIAA survey of companies will provide statistics for 
each of these businesses so that HIAA can eliminate 
the duplication for ASO agreements, thereby allowing 
the Health Care Financing Administration (HCFA) to 
unduplicate the health insurance business written by 
the companies. The enrollment of the companies with 
respect to stop loss, catastrophic, or out-of-area cover
age can also be reported separately by HCFA. 

Changes in the Industry 

Growth in Total Enrollments 
The growth in the number of enrollments reported by 

all private insurers for hospital care, surgical services, 
prescription drugs, and dental care is shown in Table 
5. The growth of hospital and surgical insurance was 
most rapid in the fifties when the concept of health 
insurance was becoming an Important fringe benefit 
in employer-employee negotiations. The growth rate 
moderated in the sixties when insurance for other 
types of care such as prescription drugs and dental 
care was being pursued in contract negotiations. The 
insurance companies experienced the same general 
trends in growth as the overall industry. 

For Blue Cross-Blue Shield plans, however, the 
growth rate from 1950 to 1975 was slower, and in 
recent years they have actually experienced declines 
for many services. In 1977, enrollments fell for hospital 
care, physicians' services, and nursing home care, as 
the number of dependents in this age group declined 
because of fewer children and a growing number of 
complementary-to-Medicare contracts written. Growth 
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was concentrated in the more recently negotiated 
health care fringe benefits for the work force and their 
dependents-dental care (18 percent), vision care (112 
percent), and visiting nurse service (7 percent). 

The biggest losses were incurred by Blue Shield 
plans covering persons under age 65; enrollments for 
surgical and physicians' in-hospital visits dropped 2 
to 3.5 million, and 9 million for physicians' home and 
office visits, representing loss rates of 3 to 29 percent 
for these services. Hospital coverage, provided by 11 
Blue Shield plans in the United States, also fell for the 
under-age-65 group (22 percent) as well as for persons 
aged 65 and over (14 percent). 

Growth in the independent plans has been slow but 
steady. Beginning in the mid-seventies, enrollments 
have increased, as more employers have turned away 
from insurance company coverage and have self-in
sured for the health care costs of their employees. The 
enactment of the Health Maintenance Organization Act 
of 1973 has also stimulated the expansion of consumer
sponsored plans and plans sponsored by health 
professionals. 

Growth in Net Coverage 
The growth in net coverage from 1974 to 1977 is 

shown in Table 2 for 10 types of health care services. 
The estimates for hospital and surgical coverage are 
based on household surveys conducted biennially by 
the National Center for Health Statistics. Estimates for 
other types of care are developed by HCFA from data 
reported by the industry. Trends in the growth of net 
coverage have been similar to those in the total enroll
ments reported by the various Insurers. (Further details 
on the methodology employed can be found in the 
Technical Note following this article.) 

Major Medical Coverage 
Major medical plans provide broad protection 

against a wide range of health care expenses as well 
as substantial protection for large, unpredictable medi
cal expenses. Supplementary major medical plans sup
plement basic health care plans; comprehensive major 
medical plans combine in one plan both basic pro
tection and coverage against catastrophic expenses. 
Major medical coverage has grown rapidly over the 
years. It has also extended the range of services cov
ered and raised the benefit levels. 

In 1977, an estimated 162 million persons or 75 per
cent of the population had major medical protection 
either through insurance company supplementary 
major medical or comprehensive major medical poli
cies, through Blue Cross and Blue Shield major medi
cal plans, or through comprehensive independent pre
paid and self-insured health plans (Table 6). In 1970, 
the insurance companies and Blue Cross and Blue 
Shield plans covered 109 million persons; in 1960 only 
31 million were covered. No comparable figures are 
available for independent comprehensive plans for 
years before 1977. 

The growth of supplementary major medical cover
age by Blue Cross and Blue Shield has been more 
rapid than that of insurance companies. In 1970 Blue 
Cross and Blue Shield had only a fourth of such cov
erage; in 1977 they had more than a third. 
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In its annual survey of group insurance policies, the 
Health Insurance Institute (HII) found that major medi
cal insurance had more than doubled from 1976 to 
1977 and that 91 percent of the persons with such in
surance had maximum benefits of $100,000 or more, 
compared to less than 1 percent in 1972. Hll also re
vealed that among the most typical size groups of 
employees (25-499), about half had benefits up to $1 
million or unlimited benefits. 

In 1977, group major medical policies provided for 
about 100 million persons under age 65 some level of 
benefits for physicians' in-hospital visits and home and 
office visits. These policies covered about 76 million 
persons for prescription drugs and private duty nurs
ing, and about 21 million for skilled nursing care. In
dividual major medical insurance policies provided 
benefits for physicians' services tor 5.9 million persons 
in this age group, some benefits for prescribed drugs 
and private duty nursing for 4.7 million persons, and 
comprehensive hospital and surgical expense coverage 
for 3.2 million persons. Thus, for the under-age-65 
group, total major medical coverage by insurance com
panies for physicians' services ran about 106 million, 
for prescribed drugs and private duty nursing about 81 
million. 

Major medical policies covered 2.3 nlillion of the 
aged. No separate figures for this age group are avail
able for Blue Cross and Blue Shield plans or the in
dependent plans. 

Blue Cross generally offered in its basic policies 
many of the services found In major medical policies. 
Beyond their basic plans, Blue Cross offered supple
mentary coverage subject to deductibles and coin
surance with maximum benefits varying from $5,000 to 
an unlimited amount of extended benefits for the fol
lowing services: physicians and other health care pro
fessionals, prescribed drugs, diagnostic x-rays and 
laboratory services, nursing home care, home health 
services, ambulance transportation, prosthetic and 
orthopedic devices, durable medical equipment, medi
cal supplies, blood, psychiatric treatment, drug addic
tion, and alcoholism. 

Blue Shield plans were comprehensive health care 
programs consisting of 20 broad benefit areas. Dental 
care, vision care, and hearing care were new areas of 
coverage being developed. A majority of the plans also 
offered supplementary major medical coverage to help 
pay for the costs of prolonged or catastrophic 
illnesses. 

Independent prepaid and self-insured health plans 
generally offered a comprehensive range of health care 
services. Health maintenance organizations for the 
most part fall in this independent plan category. Be
cause of their comprehensive range of benefits and the 
prepaid delivery of health care services as needed, 
independent plans are considered to provide major 
medical protection. With the rapid growth of self-in
sured labor-management plans and the increasing 
number of health maintenance organizations, the num
ber of persons with major medical protection in inde
pendent plans reached approximately 12 million in 
1977. Among this 12 million were 6.8 million members 
of prepaid group practice plans. The slow but steady 
growth of these plans over the years is shown in Table 
7. Their growth was stimulated by the enactment of the 
Health Maintenance Organizations Act of 1973. 
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Quality of Coverage 
Coverage and enrollment statistics do not provide a 

total picture of health insurance protection. Coverage 
can mean a narrow or a comprehensive range of bene
fits, a large deductible and copayment, or 100 percent 
reimbursement by the insurer for health care costs. 
The range of services and the degree to whiCh benefit 
payments meet the cost of these services provide a 
measure of the quality of insurance coverage. For 
some, the source of payment of insurance premiums is 
also an indicator of coverage quality. 

Group Insurance Policies 
The Health Insurance Institute's annual sample sur

vey of group health insurance policies provides some 
measure of the quality of group policies sold by in
surance companies. The sample included 33 com~ 
panies that accounted for half the group business writ~ 
ten in the United States in 1976. In 1977, 58 percent 
of the employees in the survey had their premiums 
paid entirely by their employers; 4 percent had to pay 
their own premiums. The cost was shared by the em~ 
player and the employee for the remaining 38 percent 
of the employees surveyed. This was a change from the 
previous year when employers paid the entire premium 
for 69 percent of the employees surveyed and only 31 
percent had to pay all or part of their own premiums. 

Probably most critical to the wage earner and his 
family is the level of Insurance benefits for hOSpital 
room and board charges. Among all employees with 
hospital insurance who were surveyed only 3 percent 
had basic coverage only. Basic coverage insures a 
limited range of services and is generally characterized 
by minimum benefit levels. For example, the majority 
of those with only basic hospital coverage had a maxi~ 
mum daily room and board benefit of $49 or less. The 
maximum number of hospital days was under 40, and 
full reimbursement for miscellaneous hospital expense 
benefits was under $1,000. Thus, without maJor medical 
insurance the insured faced two risks: one, benefits 
provided might be exhausted, as for example the num
ber of hospital days used might exceed the number of 
benefit days; and two, benefits paid by the basic plan 
might be less than actual charges for services. 

The remaining 97 percent of the employees with 
hospital insurance had supplementary or comprehen
sive major medical coverage of hospital room and 
board expense. These persons were less likely to suf~ 
fer catastrophic losses for these services. About half 
had full payment for semi-private room charges, but a 
number were subject to a maximum dally benefit of 
only $59 or less, a maximum of 39 days or less, or a 
maximum payment of $200 or less. For surgical serv
ices, the survey indicated that for 72 percent of em~ 
ployees with such insurance there were unlimited bene~ 
tits, after a typical $100 deductible and 20 percent co
payments. 

Another measure of the adequacy of group insur
ance policies for workers and their families is afforded 
by looking at the coverage reported by Hll tor groups 
of 25-499 employees. These groups are regarded as 
having typical benefit patterns. Sixty-one percent of 
those with hospital coverage received full payment at 
the semi-private room rate. The average daily room and 

board benefit for those who were not eligible for full 
payment was $67. Twenty-one percent of those with 
surgical coverage were reimbursed at the physician's 
reasonable and customary rate. For others, the aver
age maximum scheduled surgical benefit was. $1,141: 
The average maximum scheduled benefit for m-hosp1tal 
physicians' visits was $9, and the most common diag
nostic x~ray and laboratory benefit was $100. . 

Nervous and mental disorder benefits were prov1ded 
for two out of three employees with comprehensive 
major medical coverage. Almost 70 percent of these 
employees had full plan benefits while confine~ in a 
hospital, but received reduced or limited benefits for 
out-of~hospital treatment. . 

Employees in groups of 25-499 had other benefit 
limitations as well. Only 54 percent had nursing home 
or extended care facility coverage, with more than a 
fourth of these subject to a maximum of less than 70 
days coverage. While 92 percent of the employees in 
these groups had dependent-type coverage 
and 87 percent had medical care coverage, two out of 
five in the latter group had no maternity coverage and 
of those who did have such coverage more than a 
fourth were eligible for a flat benefit of less than $500. 

Although the extent of dental coverage was limited
only 21 percent had this type of coverage-the level of 
benefits was somewhat better. Forty-six percent ot 
those with dental insurance had comprehensive cover
age subject to deductibles and co-insurance, but with 
a maximum annual benefit of $1,000 or more. 

Individual Insurance Policies 
Individual (nongroup) policies almost always pro

vide less economic protection than that provided by 
group insurance. These policies are generally ~ied to 
hospitalization and pay fixed amounts per day m the 
hospital and/or fixed amounts per surgical procedure. 
As a result of low reimbursement limits and a narrow 
range of benefits, individual policy holders face rela~ 
tively large out-of-pocket expenses. 

The HIAA reported an estimated 18 million enroll
ment under age 65 in 1977 in individual basic hospital 
policies, and an estimated 9 million in basic surgical 
expense policies. An additional 5.9 million carried 
major medical coverage for these types of care, either 
in the form of supplementary major medical insurance 
or comprehensive major medical policies. These 5.9 
million were unlikely to suffer catastrophic losses for 
hospital-related care and had some level of protection 
against the cost of physicians' office visits, x-~ay and 
laboratory exams, prescribed drugs, and nurs1ng. serv· 
ices. It should be noted, however, that where major 
medical policies place no limit on policyholder cost
sharing, catastrophic expenses may be incurred 
through high co-payments. Heavy expenses may ~lso 
be incurred for noninsured services such as nursmg 
home care, psychiatric care, dental care, or prescribed 
drugs. 

Blue Cross and Blue Shield plans 
Blue Cross basic contracts provided service bene


fits rather than cash indemnities, i.e., hospitals and 

other providers were paid directly by the plan in lieu 

of payment to the subscriber of a fixed dollar amount. 
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In addition, most Blue Cross plans provided extended 
benefits with variable front-end deductibles and 80 
percent co-insurance for physicians' services and other 
professional services, nursing home care, home health 
services, prescription drugs, durable medical equip
ment, nursing services, x-ray and laboratory services, 
blood transfusions, and treatment of mental conditions, 
alcoholism, and drug addiction. 

Blue Shield plans covered more than half of their 
enrollees under their Usual, Customary and Reason
able (UCR) program, in which payments to physicians 
are based upon their usual and customary fee In the 
locality in which they practice, as opposed to the 
traditional indemnity payment-the allowance of a 
fixed dollar amount toward the physician's charge. 
Payments by these Blue Shield plans were usually 
subject to deductibles and coinsurance payments, 
however. 

Persons Without Private Health Insurance 

The Under-Age-65 Group 
It is estimated that In 1977 about 38 million persons 

under age 65 had no private insurance against the 
costs of hospital-related illnesses. A large number of 
these persons were self-employed and chose not to 
buy insurance; others worked for small, low wage
paying employers and could not aHord to buy insur
ance on their own; others were in bad health and could 
not obtain insurance. Some were unemployed or were 
receiving assistance in meeting their medical expenses 
through such public programs as Medicare, Medicaid, 
Champus, the Veterans Administration, and Workers' 
Compensation. 

The Medicaid program made medical assistance 
payments to 20.2 million persons in fiscal year 1977. 
Medicare covered 2.6 million disabled persons for hos
pital insurance and 2.4 million disabled for supple
mentary medical insurance in 1977. State and federal 
workers' compensation programs covered 72.1 million 
persons for work-related medical expenses in 1977. 

According to the 1976 Household Interview Survey 
conducted by the National Center for Health Statistics 
(NCHS), 22.8 million persons under age 65 had no pub
lic or private coverage of any kind. 

The Elderly 
An estimated 9 million of the aged had no private 

hospital insurance; 13 million had no private surgical 
insurance. As previously noted, virtually all of the aged 
had coverage for these services under the Medicare 
program. For prescription drugs or private duty nurs
ing, more than 19 million (80 percent) of the aged had 
no Insurance protection, either through private insur
ance or through the Medicare program. The NCHS 
Survey showed only 437,000 aged with no public or 
private protection at all. 

Financial Experience 

The discussion that follows provides financial in
formation on three major types of insurers: insurance 
companies that sell health insurance, Blue Cross and 
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Blue Shield plans, and independent prepayment and 
self-insured or self-funded plans. Health maintenance 
organizations that provide and are at risk for health 
care services to their members are included in the 
independent plans category.' 

Claims expense and operating expenses are meas
ured against premium and subscription income to show 
the net underwriting gain or loss and other operating 
results-the proportion of premiums returned as bene
fits (the claims ratio) and the amount retained for op
erating expenses, additions to reserves, and profits. 
Available data on investment income provide some in
sight into the net income of the insurers. All data are 
on an incurred or accrual basis. 

lndustrywide Experience 

In 1977, the private health insurance industry 
collected $47.1 billion in premiums and subscriptions, 
a 16.3 percent increase over the $40.5 billion collected 
in 1976 (Table 8). An estimated $36 billion, or 77.1 
percent, represented employer contributions in 1977 
compared with 74.9 percent contributed by employers 
in 1976. The insurers returned 88.3 percent of the 
1977 premium total in the form of $41.6 billion in 
benefits, a drop from the 94.8 percent claims ratio in 
1976. Operating exp6nses for 1977 were $5.9 billion 
and when added to benefit expenditures resulted in a 
relatively small ($.4 billion) net underwriting loss, an 
improvement over the $3.1 billion net underwriting 
loss of 1976. The net underwriting loss in 1975 was 
also large-$2.5 billion. 

The 1977 recovery was caused primarily by a slowing 
in the growth of benefits, which increased by only 
8.3 percent as compared to a 20.4 percent Increase 
in 1976 and a 23.4 percent increase in 1975. Pre
miums showed a somewhat different trend from 
1975 to 1977 with Increases in growth of 16.4, 19.8 
and 16.3 percent, respectively. Operating expenses 
as a percent of premiums were fairly steady with a 
slight downward trend (12.9, 12.7, 12.6 percent) for the 
1975-77 period. Net cost, the difference between 
premiums and benefits, increased by a dramatic 164.7 
percent in 1977, going from $2.1 billion in 1976 to 
$5.5 billion in 1977. This kind of difference is normal 
in a recovery period when premium Increases are 
outpacing benefit increases by a large margin. 

Insurance Companies 

Insurance companies reported a total of $23.0 billion 
in premium income in 1977, almost half (48.7 percent) 
of the industry total and a 19.2 percent increase over 
their 1976 premium earnings of $19.3 billion. Group 
policy premiums, which comprised 84.4 percent of the 
insurance company premium total, increased at an 
even faster pace (21.2 percent). Individual policy 
business rose 9.2 percent, a significant increase over 
the 1976 growth of 6.9 percent. 

'The 1973-76 data for independent plans are provisional 
estimates subject to revisions after completion of the 1978 
Nationwide SuNey of Independent Prepaid and Self-insured 
plans. 
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Conversely, insurance company claims slowed very 
little growth in 1977. The overall claims in 1977 were 
$19.5 billion with group claims of $17.6 billion and 
individual claims of $1.9 billion. The respective growth 
rates over 1976 were 6.3, 5.8 and 11.0 percent for all 
policies, group policies, and individual policies." 

The weak growth rate in claims contrasted strongly 
with the strong growth in premiums in 1977. None
theless, insurance companies suffered a net under
writing loss In 1977. When claims expenses were 
combined with $4.3 billion in operating expenses and 
deducted from premiums, the result was a net under
writing loss of $.8 billion. However, 1977 was a distinct 
Improvement over the $2.8 billion underwriting Joss in 
1976 and the $1.6 billion loss in 1975. Operating 
expenses rose at a rate of 16.0 percent between 1976 
and 1977, yet actually declined as a percent of pre
miums from 19.1 in 1976 to 18.6 in 1977. 

ADMINISTRATIVE SERVICE ONLY AGREEMENTS 
(ASO) AND MINI-PREMIUM PLANS (MPP) 

Insurance company premiums and claims data 
reported by HJAA for the years 1975 and later include 
Administrative Service Only Agreements and Minimum 
Premium Plans. 

As explained earlier, under ASO agreements the 
insurance company provides administrative services 
to another health insurance organization, but it is not 
at risk for the provision of health benefits to the 
persons covered by that plan. Minimum premium plans 
are risk sharing agreements under which an insurance 
company assumes responsibility for another health 
insurance organization's health care costs, at some 
pre-determined point, in return for an actuarially
determlned premium payment. Or, the company may 
underwrite the cost of out-of-area services for a health 
plan. This type of coverage is typically used by rela
tively small health plans to protect against some 
unusually heavy loss or for out-of-area services. 

The inclusion of ASO business results in an over
statement of the private health insurance premiums 
and claims. The companies count the enrollees of 
the prepaid or self-insured plans and/or the enrollees 
of the insurance company plans they administer as 
regularly insured and report the business of such 
persons under their ASO business. These persons are 
also reported by the administered plans and/or 

"Insurance company claims are reported by HIAA on a paid 
rather than incurred basis. Claims incurred in any given year 
are equal to the claims paid for that year plus thirty percent of 
the difference between claims paid in the current year and in 
the preceding years. HIAA developed and derived this conver
sion method based on several years of data. tt is subject to 
the variability inherent in a static formula applied to a dynamic 
environment. 

companies as part of their income and expense. The 
result is double accounting for the industry as a 
whole. , 

As noted earlier in this article, for the years 1975, 
1976, and 1977 ASO business was not separated from 
MPP business in reports by the companies to HIAA. 
Beginning in 1978, reports from the companies are 
expected to make this distinction, and the ASO 
business will not be duplicated in HCFA reports. 

For the purpose of measuring the companies' health 
insurance benefits, it is appropriate to include 
MPP premiums and benefits for that portion of the 
risk borne by the carriers. By the same standard, 
ASO should not be included in the insurance com
panies' premium and benefit totals because no health 
coverage risk is involved with these services. 

Although it began in the mid-sixties, the ASO-MPP 
business has not been significant for insurance com
panies until recent years when it grew very rapidly. 
For the period 1975 through 1977 ASO-MPP repre
sented 8.2, 14.3, and 17.2 percent of insurance 
company premium earnings for hospital-medical 
expenses policies as reported by HIAA. Between 
1975 and 1976 the ASO-MPP business grew at a rate 
of 109.9 percent, and from 1976 to 1977 lt grew at a 
rate of 43.1 percent. ASO-MPP claims showed the 
same trends as premiums, comprising 8.5, 13.6, and 
18.8 percent of insurance company benefits for the 
1975-77 period and growing at 102.3 percent from 
1975 to 1976 and 46.8 percent from 1976to 1977. 

While It is not yet possible to measure ASO 
separately from MPP, ASO is reported to be much 
the larger of the two. Assuming that to be true, its 
Impact on insurance company experience can be 
gleaned by comparing company data with and 
without ASO-MPP. The following comparison shows 
that both income and expense grew faster with the 
ASO-MPP data included. 

Insurance Company Premium Income 

1975 
1976 
19n 

Including Percent Excluding 
ASO-MPP Change ASO-MPP 

$16,032 $14,721 
19,267 20.2 16,515 
22,958 19.2 19,019 

Percent 

Change 


12.2 
15.2 

Insurance Company Claims Expense 

1975 
1976 
1977 

Including Percent Excluding 
ASO-MPP Change ASQ-MPP 

Percent 

Change 


$14,525.6 $13,204.6 
18,365.0 26.4 15,711.0 
19,514.3 6.3 15,611.3 

19.0 
-0.6 
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The ASO-MPP values are large enough to affect 
the overall health Insurance industry premium and 
benefit totals, as shown below: 

Premium and Benefit Growth Rates With and 
Without ASO-MPP 

All private insuren 

Premiums Benefits 

With Less With Less 
ASO ASO ASO ASO
MPP MPP MPP MPP 

1975 
1976 19.8 16.2 20.4 16.9 
1977 16.3 14.4 8.3 5.4 

As in the case of insurance companies alone, when 
ASO-MPP is removed from the industry totals the 
growth rates of both premiums and benefits are 
significantly attenuated. As discussed earlier, it is ap
propriate to include MPP premiums and benefits for 
that portion of risk insure'd. The effect on the industry 
totals will be mitigated when it is possible tore
move only the ASO business. 

PROFITS OF THE INSURANCE COMPANIES 

It is difficult to determine the profits made by the 
commercial carriers from the health insurance 
segment of their business. Carriers typically sell a 
package of insurance (health, life, accident, death 
and dismemberment, and wage loss), and determining 
the cost of selling and the income from reserves 
for health Insurance alone is not possible. In addition, 
company reports to the State Insurance departments 
are not required to separate hospital and medical 
expense business from loss of income insurance 
business. 

For these-reasons it is useful to look at the overall 
operating results of the companies to determine the 
net income from underwriting gain and income from 
investment of reserves. HCFA analyzed the 1974-77 
financial experience of 20 of the top 30 Insurers 
representing 56 percent of the industry (based on 
earned premiums in 1977). The sample reflected the 
industry-wide split between group and individual 
policywriters. 

As shown in the following table, earned premiums 
for health and wage loss insurance combined rose 
38.2 percent while benefits incurred rose 33.6 percent 
The companies showed a net gain in all years 
except 1975. 

Claims ratios went from 88.3 percent in 1975 (a 
net loss year) to 81.0 percent in 1977 (a profitable 
year). Operating expenses remained stable relative 
to earned premiums and fluctuated between 15.1 and 
15.2 percent. (About 60 percent of operating expense 
can be attributed to general insurance expenses
underwriting, policy issues, premium collection, claims 
processing, and legal fees. The remaining 40 percent 
consists of commissions, state premium taxes, 
licenses, and fees.) 

Net gain (after dividends and income tax) went from 
a loss of 1.4 percent of earned premiums in 1975 to a 
gain of 1.9 percent in 1977. When additions to reserves 
were added to net gain, however, the net loss in 1975 
was eliminated. This measure of profitability-the 
Increase in reserves plus the net gain-shows a high 
of 5.2 percent of earned premiums in 1977. When 
analyzing profit margins, however, there is a concern 
in valuating additions to reserves. There are no hard 
regulations established for determining reserves; the 
rapidly changing nature of claims negates retrospective 
experience in calculating prospective reserves, and 
the States have varying reserve requirements. Thus 
the valuation of reserves tends to rely on actuarial 
computations that do not have standardized 
guidelines. 

Health Plus Wage-loss Financial Statistics of Selected Commercial Health Insurers, 1974-77 1 

Item 

Amounts in Millions 

1975 1976 1977 1974 

Income, total ..................................... . 10,658.9 11,948.8 13,309.4 14.841.3 
Premiums ...................................... . 10,326.4 11,590.0 12,874.6 14,269.2 
Investment income ............................ . 309.6 301.8 343.5 414.6 
Other income ................................... . 22.9 57.0 91.3 157.5 

Benefit expense, total .. , ........................... . 8,744.4 10,227.3 11,032.0 11,929.2 
Benefits incurred ................................ . 8,648.8 10,231.0 10,723.7 11,556.1 
Increases in reserves ............................ . 184.8 192.7 153.7 463.3 
Other loss items ................................ . 16.1 17.3 232.1 (27.1) 
Transfers ...................................... . (75.3) (213.7) cn.5) (83.1) 

Operating expense ................................ . 1,567.7 1,744.6 1,947.8 2,165.3 
Gain before dividends ........................... . 346.7 (23.1) 329.6 746.8 

Dividends ........................................ . 97.2 71.7 169.1 324.8 
Gain after dividends before income taxes .......... . 249.5 (94.8) 160.5 422.0 

Income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........ . 76.5 69.5 109.2 146.9 
Net gain ......................................... . 173.0 (164.3) 51.3 275.1 
Aggregate reserves ................................ . 2,451.6 2,645.6 2,769.5 2,701.5 

'20 of top 30 commercial health insurers representing 56 percent of the industry based on earned premiums for 1977. (Na
tional Underwriter, June 17, 1978). 
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In 1977, the net underwriting gain of the 20 com~ 
panies was 3.8 percent of earned premiums. Income 
from reserves after Federal income taxes was 1.9 
percent of premiums, giving the companies an estl~ 
mated profit rate after taxes of 5.7 percent. Thus, 5.7 
cents plus the 1 cent profit paid to the government 
as Federal income tax, accounted for about 7 cents of 
each premium dollar. In 1976 the profit rate for the 20 
companies was an estimated 3.4 percent, and in 1975 
there was a loss rate of 1.3 percent. Over the 3~year 
period the profit rate averaged 2.6 percent. 

Blue Cross and Blue Shield Plans 

The Blue Cross and Blue Shield experience was 
somewhat different from the remainder of the industry. 
Their slight enrollment decline was accompanied by 
an attenuation In the growth of both subscription 
income and claims expense. In 1977, Blue Cross and 
Blue Shield plans received a combined total of $19.6 
billion from subscribers, which was 41.5 percent of 
all premiums and subscriptions collected by the 
industry for the year. In 1977, subscription income 
increased 13.2 percent over the 1976 total, while in 
1976 it increased 19.5 percent over the 1975 total. 

Blue Cross and Blue Shield plans incurred claims 
expenses of $17.6 billion in 1977, or 90.1 percent of 
their subscription Income. In 1976 their benefit 
payments were 94.0 percent of. subscriptions, and in 
1975 their claims ratio was 98.2 percent. Both 1975 
and 1976 were underwriting loss years for these plans. 

The 1977 administrative expense of Blue Cross and 
Blue Shield plans totaled $1.3 billion or 6.8 percent 
of subscription income. The 1976 administrative 
expense ratio was almost the same-6.9 percent. 
After deducting claims and administrative expenses 
from subscription income, Blue Cross and Blue Shield 
plans were left with a net underwriting gain of $.6 
billion In 1977, while the remainder of the industry was 
still experiencing losses. Their 1977 gain is an 
improvement over their underwriting loss of $.2 
billion in 1976, a year when insurance companies 
experienced heavy underwriting losses. 

Independent Plans 
The 1977 independent plan data have been estimated 

on the basis of a new survey sample drawn from the 
1978 Nationwide Survey of Independent Prepaid and 
Self-insured Health Plans being conducted by HCFA. 
Final data from the survey are not yet available; the 
1977 estimates are therefore preliminary. Also pre
liminary are the revisions made to the data for the 
1973 to 1976 period. Thus, the year to year 
comparisons shown here represent only general 
trends. 

The independent plan subscription income was 
$4.6 billion in 1977, up 16.1 percent from the 1976 
level of $4.0 billion. Benefit expense, $4.5 billion, grew 
slightly faster at 16.4 percent. The independent plans' 
benefits ratio was the highest In the industry in 1977 
at 96.6 percent. Benefits ($4.5 billion) combined with 
an operating expense of $.3 billion and deducted 
from premium income resulted in a net underwriting 

loss of $.2 bi11ion in 1977. However, net income for 
1977 was on the pius side at about $.2 billion. 
Independent plans did almost 10 percent of all health 
insurance business in 1977. Within the plan types, 
labor-management plans grew most rapidly and in 
1977 represented 58.7 percent of the business done 
by independent plans. 

Claims Ratios 
Both the Blue Cross and Blue Shield plans and the 

insurance companies showed a decline in their claims 
ratios in 1977. The insurance companies' drop was 
particularly strong, going from 95.3 percent in 1976 
to 85.0 in 1977, while Blue Cross and Blue Shield 
moved from 94.0 percent to 90.1 for the same years. 
These changes were caused by a sharp deceleration 
in the growth of benefit payments rather than any 
major change in premium growth. The claims ratio 
for the independent plans remained at a high level
96.6 percent. 

Trends 
Benefit expenditures grew from $8,7 billion In 1965 

to $41.6 billion in 1977, an annual average growth rate 
of 13.9 percent (Table 9). Chart 1 illustrates the 
behavior of premiums and benefits from 1965 to 1977. 
As shown in the table below, in the three years prior 
to 1977, the rates were 18.1, 23.4, and 20.4 percent. 
The growth rate of 8.3 percent in 1977 is consider~ 
ably slower than that of immediately preceding years 
and also slower than the 12.9 percent 1977 growth in 
overall health expenditures. The reasons for the sig~ 
nificant deceleration are not apparent. 

Premium and Claims Growth Rates 

Industry Insurance 
Totals Companies 

Blue Cross 

Blue Shield 


Premi~ Preml~ 

urns Claims urns Claims 
Premi~ 

urns Claims 

1974 
1975 
1976 
1977 

13.9 
16.4 
19.8 
16.3 

18.1 
23.4 
20.4 
8.3 

12.8 
14.5 
20.2 
19.2 

H.O 
24.6 
26.4 
6.3 

11.8 
16.8 
19.5 
13.2 

16.3 
21.9 
14.3 
8.6 

Premium growth outpaced claims growth in 1977 
for the first year since 1973 (See Chart 2). Premium 
growth is a natural consequence of rapidly growing 
claims, which in turn reflect health care costs and 
an increase in the range of health care benefits 
covered by insurance. Though premiums grew faster 
than benefits in 1977, the industry in general still 
suffered a net underwriting loss. Thus, it may be 
expected that premiums, particularly for insurance 
companies, will show strong growth relative to benefits 
again in 1978. However, if the moderation in pi"ice 
increases continues, as shown in the table below, 
then premiums may show some deceleration in growth 
rate for 1978. 
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Chart 1. All Private Health Insurance Premiums and Benefits 1966 - 77 
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Chart 2. Percent Change In Private Health Premiums and Benefits 1966 - 77 
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Annual Percentage Change for Seteded Consumer Price Indexes 1 

Year 1973 1974 1975 1976 1977 1978 

All items . . . .. . . . . . .. . . ................ 6.2 11.0 9.1 5.8 6.5 7.7 

Medical care ............................... 3.9 9.3 12.0 9.5 9.6 8.4 


Medical care services ....... 4.4 10.3 12.6 10.1 9.9 8.6 

Professional services ..................... 3.3 8.7 11.0 9.1 8.2 7.6 

Physicians' services ..................... 3.3 9.2 12.3 11.3 9.3 8.3 

Dental services ......................... 3.1 7.6 10.3 6.4 7.5 7.0 


Other medical care services . . . ............... 5.7 12.0 14.3 11.0 11.8 9.6 

Hospital room ............................ 4.7 10.7 17.2 13.8 11.5 11.0 


1 Based on data from the Bureau of labor Statistics. Department of labor. 

Benefit Expenditures 
Blue Cross and Blue Shield plans had the largest 

amount of hospital care expenditures in 1977,46.8 
percent of the $24.6 billion total (Table 10). Insurance 
companies expended almost as much, with 45.8 
percent of the total. Independent plans had 7.4 percent 
of total insurance for hospital care. For physicians' 
care, the companies' expenditures represented 47.6 
percent of the industry total of $12.5 billion; Blue 
Cross and Blue Shield plans had 38.6 percent; and 
independent plans supplied the remaining 13.8 percent. 
Independent plans had an even larger share of the 
$1.1 billion expended in 1977 by the industry for 
prescribed drugs (out·of-hospltal), with 25.2 percent 
of the totaL Blue Cross and Blue Shield plans had a 
31.3 percent share of drug expenditures, and insurance 
companies had the largest share for drug expenditures 
with 43.5 percent of the total. 

Dental care benefits in 1977 were $2.2 billion. Of 
this total, insurance companies accounted for 68.2 
percent. Independent plans were next with 21.2 percent 
of the total, and Blue Cross and Blue Shield accounted 
for the remainder, 10.6 percent. Finally, for all other 
types of care in 1977, the industry total of $1.1 billion 
was shared at $.7, $.3 and $.1 billion respectively for 
Blue Cross and Blue Shield plans, insurance com
panies, and Independent plans. They represented 
62.6, 24.8, and 12.6 percent of the total expenditures 
on all other types of care in 1977. 

No new trends have appeared in the percent 
distribution of benefit expenditures (Table 11). Almost 
ninety percent (89.2) of all benefit expenditures in 
1977 went for hospital (59.1) and physicians' care 
(30.1 ). Another five percent (5.4) was paid for dental 
care, and almost three percent (2.7) was paid for 
prescribed drugs (out.af-hospital). The remaining 
three percent (2.7) went for private duty nursing (.6), 
visiting nurse services (.1), nursing home care (.2), 
vision care (.3), and other types of health care (1.5). 

Although hospital care continued its gradual decline 
as a share of total expenditures, It still accounted for 
almost sixty percent of total benefits in 1977. Pre-
scribed drugs (out-of-hospital) and dental care 
continued to gain in their shares of the expenditure 
distribution, while physicians' care remained fairly 
constant. Nonhospital, nonphysiclan care has grown 
from 5.3 percent in 1970 to 10.8 percent in 1977, 
reflecting the increased coverage for these types of 
care. 

Like benefit expenditures in general, each type of 
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benefit showed a deceleration in growth rate in 1977, 
as the table below shows. 

1976 1977 

Total ............. . 20.4 8.3 
Hospital care .......... . 19.5 7.0 
Physicians' services 16.8 9.0 
Prescribed drugs 

(out-of·hospital) ...... . 27.8 15.4 
Dental care ........ . 46.8 7.6' 
Other types of care .. 33.3 23.2 

'The sharp drop in dental care is accentuated by a correc
tion in the 1977 data from Delta Dental Association. The data 
for earlier years included significant amounts of reimburse
ments from public programs. Efforts are being made to remove 
lhe public money from the years prior to 1977, but tor now 
an inconsistency exists. 

It is not clear how the 1978 moderation in medical 

care price increases indicated by the Consumer Price 

Index for medical care will affect the distribution of 

benefit expenditures in the future. At this point there 

is no reason to expect any major shift. 


Operating Expense Ratios 

Although operating expenses in dollars rose at a 


15.0 percent rate in 1977, as a percent of premium 

income it continued the gradual declining trend begun 

in 1975 (Table 12). This decline was not surprising in 

view of the rapid growth of premium Income in 

recent years. 


As in years past, there was wide variation in the 
operating expense ratio for the various types of 
insurers, Such features as the complexity of claims 
processed, acquisition costs, and other expenses of 
doing business-commissions, taxes, licenses and 
fees-caused these differences. Blue Cross plans 
have historically had the lowest operating expense 
ratio, just above 5 percent for all of the seventies, 
largely because hospital claims are not as complex 
as other kinds of claims, and hospital claims comprise 
most of the Blue Cross business. Blue Shield, which 
handles surgical-medical claims, has consistantly had 
an expense ratio about twice as large as that of 
Blue Cross. 

The operating expense ratio of Insurance company 
group business continued to be slightly higher than 
Blue Shield's, the difference stemming from the taxes 
the companies pay. The operating expense ratio of 
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insurance company individual policy business was the 
highest for the industry at 45.8 percent. The reason for 
this high operating expense ratio is that individual 
policies are expensive to sell and administer. The 
operating expenses of independent plans have always 
been relatively low (7.0 percent of subscription income 
in 1977) primarily because they tend to deal with group 
situations which are less costly to administer. 

The Consumer 

Consumer Net Cost 
Private heatlh insurance cost consumers $5.5 billion 

above the amounts they received from Insurers for 
claims or benefits in 1977. This $5.5 billion was 
retained by Insurers to cover operating expenses, 
profits, and additions to reserves. As the table below 
shows, the 1977 net costs were more than double the 
1976 level. Preliminary estimates tor 1978 indicate 
that the same trend will continue, although not as 
strongly. The series shown below also indicates that 
net cost fluctuates quite a bit over time, usually 
reflecting the general business conditions In the health 
insurance industry, and in tum affecting the yearly 
increases in reserves and net gain of the insurers. 

Blue 
Cross lnsur~ 

and ance Inde-
Blue com~ pendent 

Year Total Shield panies plans 

1970 .... 1,441.2 310.7 1,090.0 40.5 
1971 .... 1,946.1 611.5 1,260.1 74.5 
1972 .... 3,255.8 932.4 2,222.1 101.3 
1973 .... 3,612.0 1,054.9 2,445.1 112.0 
1974 .... 3,187.8 727.5 2,337.7 122.6 
1975 .... 1,894.1 254.4 1,506.4 133.3 
1976 .... 2,087.5 1,041.6 902.0 143.9 
1977 .... 5,525.5 1,927.2 3,443.7 154.6 

Portion of Consumer Expenditures 
Met by Insurance 

Private health insurance met 45.5 percent of the 
$89.1 billion spent by consumers in 1977 for health 
care, a drop from the 47.0 percent covered in 1976. 
The remaining 54.5 percent was direct out-of~pocket 
expense for noncovered and partially covered personal 
health care services. Employer payments for health 
insurance premiums are counted here as consumer 
expenses since the payments are considered to be 
part of employee income. 

As the table below shows, the drop in the percent 
of consumer health care paid for by private health 
insurance was most notable in hospital care where 
the percent went from 84.6 to 79.3. This is the lowest 
percent since 1974 and the largest decline in the 
period from 1960 to 1977. The reason for this decline 
can be seen in Table 11. Benefit expenditures for 
hospital care increased only 7.0 percent in 1977 
compared to a 19.5 percent increase in 1976. 
Physicians' services, which showed a slight drop in 
the percent of cost met by private health insurance 
(53.1 to 52.9), shows a benefit expenditure trend 
similar to hospital care; growth slowed from 16.8 in 
1976 to 9.0 percent in 19n. The drop in overall costs 
met by insurance in 19n is explained by these two 
types of care which comprise almost ninety percent 
of all benefit expenditures. 

The portion of consumer expenditures for dental 
care met by insurance has risen to 20.2 percent, a 
trend of steady growth since 1965 when virtually no 
costs (1.6 percent) were paid by insurance. While the 
insurance share of payments for drugs and ali other 
types of care have also grown over time, consumer 
out-of~pocket expenditures are sti/192.1 and 91.2 
percent, respectively, for these two types of care. 

Acknowledgment: Robert J. Henkel, Summer Intern from the 
University of Pittsburgh. contributed to this article. 

Prescribed Other 
drugs types 

Hospital Physicians' (out-of· Dental of 
Year Total care services hospital) care care 

1950 ........................ 12.2 37.1 12.0 (1) (1) (1) 
1960 ................ 27.8 64.7 30.0 (1) (1) 5.0 
1965 ........................ 30.5 70.1 34.0 2.4 1.6 2.0 
1966 ........................ 30.4 71.0 34.0 2.7 2.0 2.2 
1967 ........................ 31.8 76.7 36.7 3.5 2.5 3.4 
1968 ........................ 34.5 78.8 40.5 3.6 3.1 3.8 
1969 ........................ 35.5 77.7 41.1 4.0 3.9 4.7 
1970 ........................ 37.2 77.7 43.7 3.9 5.3 4.9 
1971 ........................ 39.1 80.9 43.7 4.9 6.3 5.3 
1972 ........................ 39.0 76.5 45.8 5.0 7.2 5.4 
1973 ........................ 39.0 75.4 46.0 5.6 8.1 6.1 
1974 ........................ 41.4 77.3 49.8 6.2 11.0 7.2 
1975 ........................ 45.0 82.6 51.3 6.7 15.8 7.2 
1976 ........................ 47.0 84.6 53.1 7.9 19.6 8.2 
1977. ........................ 45.5 79.3 52.9 7.9 20.2 8.8 

SOurce: Robert Gibson, the Division of National Cost Estimates, Office of Financial and Actuarial Analysis. 
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Technical Note 

Sources of Gross Enrollment Data 

Gross enrollment figures are total enrollments 
reported by the various insurers, by type of care. No 
deductions are made for duplication among insurers 
or for both group and individual policies of insurance 
companies. 

Blue Cross and Blue Shield data were supplied by 
the Blue Cross and Blue Shield Associations from data 
reported to them by their various plans in the United 
States. Gross enrollments for hospital and surgical 
care, for physicians' in-hospital visits, and home and 
office visits were provided separately by Blue Cross 
and Blue Shield plans for two age groups: (1) Regular 
membership {under age 65), and (2) coverage comple
mentary to Medicare (for those aged 65 and over and 
disabled members under age 65 eligible for Medicare). 
For all other types of care, enrollments were reported 
jointly by the Blue Cross and Blue Shield Associations. 
Major·medical coverage was also reported jointly, but 
information was available only for the combined age 
groups. The Office of Research, Demonstrations, and 
Statistics (ORDS) of HCFA adjusted the data to 
exclude enrollments for underwritten welfare 
programs. 

The data for insurance companies were compiled 
by the Health Insurance Association of America 
(HIAA) from its annual survey of the number of persons 
in the United States covered under group and indi· 
vidual insurance policies. Gross enrollments for 
hospital, surgical, regular medical, and major·medical 
(supplementary and comprehensive) policies were 
reported for persons under age 65 and those aged 65 
and over. The enrollments for persons under age 65 
included some 12 million persons covered under 
insurance company administrative service agreements 
and minimum premium plans. 

Since 1974, HIAA has used the gross enrollments 
under major·medical plans for both age groups to 
represent gross enrollments for prescribed drugs and 
nursing services. Major·medica/ coverage is also the 
primary determinant of enrollment of persons under 
age 65 and aged 65 and over for the following 
services: physicians' inhospltal visits and home and 
office visits, and x·ray and laboratory examinations. 
Dental enrollment was reported by HIAA for the 
combined age groups. 

For the independent health insurance plans, the 
1977 data were based on estimates from the OADS 
annual survey of such plans. The 1978 Nationwide 
Survey of Independent Prepaid and Self·insured 
Health Plans has served as the sampling frame for 
this year's survey. A stratified, random sample of 151 
plans was drawn based on enrollment size. When the 
1978 survey is complete it will serve as a benchmark 
for the years between 1972 and 1977. As a temporary 
measure, data for 1973 through 1976 have been 
adjusted to the 1978 sample level by a linear 
Interpolation. 

ORDS Estimates of Net Coverage 

Net figures are enrollments by type of care after 
deductions for duplicate coverage for persons pro· 
tected by more than one type of insurer or by more 
than one insurance company plan. Net coverage has 
been projected on the basis of the 1976 to 19n 
movement in gross enrollment. The 1976 net enroll· 
ment used as the base for the projection was 
developed from the National Center for Health 
Statistics (NCHS) household interview data, from 
HCFA's Current Medicare Survey, and from other 
sources. The assumption underlying the use of gross 
enrollment for the 19n estimates is that a strong 
correlation exists between gross and net enrollments. 

The split for net enrollment of those under age 65 
and those age 65 and over was also estimated on the 
basis of gross enrollments. The exception to this 
method was physicians' in·hospital visits, which was 
estimated by using data on net regular medical· 
expense coverage for HIAA. 

Sources of Financial Data 
The data for Blue Cross and Blue Shield plans shown 

in Table 8 are based on financial statements supplied 
by the Blue Cross and Blue Shield Associations for 
all plans. Oupllcation resulting from the fact that 22 
joint Blue Cross-Blue Shield plans report identical data 
to both national organizations has been eliminated. 
Data for Health Services, Inc., and for Medical 
Indemnity of America, Inc. (insurance companies 
owned by the Blue Cross and Blue Shield 
Associations, respectively) have been included. 

Data on premium income and benefit expense of 
Insurance companies were provided by HIAA, based 
on figures published by the National Underwriter 
Company. The data are adjusted by HIAA to eliminate 
premiums and estimated losses for accidental death 
and dismemberment insurance and to include any 
companies that do not appear in the National 
Underwriter figures. 

Premium income and claims reported by HIAA for 
1975,1976, and 1977 include business for administra
tive service agreements and minimum premium plans. 
In previous years, only portions of this business were 
included in HIAA statistics, but a new data·collection 
mechanism initiated by HIAA in 1975 makes fuller 
reporting possible. The HIAA has estimated the 
premiums for this category of business (for companies 
reporting these items) at about $1.3, $2.8 and $3.9 
billion in 1975, 1976, and 1977 respectively. Benefits 
for those years were $1.3, $2.7, and $3.9 billion. 

Operating expenses were estimated by applying the 
ratio of operating expense to premium income derived 
from the National Underwriter aggregates to the 
figures for premium income provided by HIAA' 

The data for independent plans are OADS estimates 
based on its 1978 survey. 

'National Underwriter Company, 1978 Argus Chart of Health 
Insurance, 1978, page 3. 

HEALTH CARE FINANCING REVIEW/FALl 1979 15 



Table 1 

&timates of net number of different pertOns under private health insurance plans and percent of population covered, 
by age -.:1 specific type of care n of December 31, 1977 

All ages Under age 65 
Percent of Percent of 

Number civilian Number clvitian 
(in thousands) population ' (in thousands) population' 

Aged 65 and over 
Percent of 

Number civilian 
(in thou~ands) population • 

Hospital care 
Physicians' services 

Surgical services 
In-hospital visits 
X-ray and laboratory e~<aminations 
Office and home visits 

Dental care 
Prescribed drugs (out-of-hospital) 
Private duty nursing 
Visiting nurse service 
_Nursing home care 

168,212 

163.864 
156,607 
150,399 
121,711 
49,250 

149,896 
148,564 
151,788 
65,889 

78.0 

76.0 
72.6 
69.8 
56.4 
22.8 

68.9 "' 

70.4 
30.6 

153,505 

152,651 
146,327 
142,630 
115.697 
48,093 

145,323 
144,552 
147,063 
61,029 

ao.o 
79.6 
76.3 
74.4 
60.3 
25.1 
75.8 
75.4 
76.7 
31.8 

14,707 

11,213 
10,280 

'·"" 6,014 
1,157 
4,573 
4,03> 
4,725 
4,.., 

61.8 

47.1 
43.2 
32.6
25.3
4.9 

19.2 
16.9 
19.9 

"'" 
'Based on Bureau of Census estimates of 2t5.618.000 as ot Jan. 1976. 
• Base<l on Bureau of Census estimate of 191.823,000 as of Jan. 1. 1978. 

'Base<! on Bureau of Census estimate of 23.795.000 as of Jan. 1. 1976 


Table 2 

&timates of net number of cliffmlnt persons under private healtt. insurance pl1111s and percent ol population covered, 
bJ specified trpe of ure, 1974, 1976 and 1977 

Physicians' services 
x-ray and 

Prescribed Private Visiting Nursing laboratory 
Hospital Sur9ical In-hospital examln Office and Dental drugs (out· nurse h'"Y

End of year services visits ations !lome visiiS care ot-lloSpital) nursing service ~·· ~·· 
Number (in thousands) 

146,494 152,20$ 126,235 32,896 142,246 140,353 135,751 69,601 1974 182,693 158,92tl 
150,897 134,t24 46,578 150,222 147,311 145,663 70,422 164,235 182,179 155,548 ,,.., 168,212 163.664 156,607 150,399 12t,71t 49,250 149,896 148,5-84 151,788 "" "·"' 

P<'lrcent ... 72.3 59.5 ,.6 6H .... ..., 33.0 1974 77.3 75.5,.,76.8 72.7 70.6 58.0 21.8 70.2 68.9 32.9 1976 ,., 78.0 72.6 56.4 22.8 68.9 70.4 "·' 30.6 1977 "·' "' --------

HEALTH CARE FINANCING REVIEW/FALL 19711 16 



Table l 

Gross enrollment nn<ler private health insuran« plans, by age, type of plan and specified type of care, as of December 31, 1977 

(In thousands] 

Physicians' Services 

X-ray 

Ia'"bora Olfice 
Prescribed Private Visiting Nursing "~ Hospital Surgical In-hospital exami '"'home Dental drugs (out nurse home VIsion 

Type of plan care services visits nations visits care of-hospital) nursing service care care '"' ··-------- -·· 
All Ages ,,, Total 2t8,607 200,568 197,548 189,549 153,986 49,734 163,486 161,415 162,403 69,429 

Blue Cross and Blue 85,10t 75,379 71,261 63,284 28,372 5,283 41,208 38,249 39,106 32,066 1,593 
Shield ,,, ,,, ,,, Blue Cross 63,153 4,848 4,017 2,327 Ill 
Blue Shield 1,948 70,531 67,244 26,045 Ill (ll Ill'" Ill "' Ill Ill '" Insurance companies 117,906 106,313 108,026 108,026 108,026 32,215 108,026 106,026 108,026 27,567 (ll '" ,,,Group policies 89,219 91,904 101,925 101,925 101,925 32,215 101,925 101,925 101,925 22,511 
Individual policies 29,687 14.409 6,101 6,101 6,101 0 6,101 6,101 6,101 5,056 

Independent plans> 15.600 16,876 16,261 18,239 17,588 12,236 14.252 15,140 15,269 9,796 12.574 "' Consumer 4,692 6,939 6,923 6,690 6,786 1,207 3,517 5,786 6,675 3,915 5,340 
labor-Management 10,355 11,237 10,763 10,774 10,206 5,028 10,381 8,933 8,109 5,420 3.498 
Health professional 5" 5" 596 N9
Dental service corporation '" '" "' 5,252 "" '" '" '" 
Vision service corporation 3,057 

·----------------

Total 199,494 186,843 186,397 179,758 146,377 157,035 157,348 Ill
Blue Cross and Blue 76,228 67.170 63,766 57,187 24,353 37,156 37.496 "·"'28,038 1,575 

Shield 
Blue Cross 74,514 4,318 3,661 Ill 2,187 Ill Ill 
Blue Shield 1,713 62.852 60,105 Ill 22,166 Ill Ill (ll '" '" "' '" Insurance companies 108,733 ,,, 102,238 105,695 105,695 105,695 31,706 105,695 '"105,695 105,695 27,000 '" '"
Group policies 87,104 89.808 97,766 99,700 99,766 31,706 99,766 99,766 99,768 22,091 Ill 
Individual policies 21,629 12,430 5,929 5,929 5,929 0 5,929 5,929 5,929 4,909 

Independent plans z 14,533 17,435 16,936 16,876 16,329 11,713 13,172 14,184 14,157 9.270 11,987 "' Consumer 4,455 6,457 6,444 6,420 6,324 1,184 3,296 5,477 6.254 3,721 5,000 
Labor-Management 9,567 10,336 9,952 9,916 9.444 4,893 9,549 8,320 7,450 5.120 3,309 
Health professional 6<0 5<0 56l 3" <53 629 
Dental service corporation '" "' "' 4,942 "' "' 
Vision service corporation 3,049 

Total 
Blue Cross and Blue 

Shield 
Blue Cross '8,638 '530 -·140 ."' Ill (ll Ill Ill (ll Ill ,,, Blue Shield ''235 •7,679 '7,139 '"Ill •3,879 (ll Ill 

Insurance companies 9,173 4,075 2,331 2,331 2,331 5Q9 2,331 2,331 2,331 ''I5" '" '" 
Group policies 2,115 2,096 2,159 2,159 2,159 509 2,159 2,159 2,159 '" ,,, Individual poJJcles 1,979 '" '"

Independent plans' '·"' 1,067 1,441 1,325 1,363 1,259 ' "' "' "' "3 "' "' 856 "' 1,112 "' 526 5" 
Consumer <82 23 '·"' 22() 308 l95 339 
Labor-Management "' 899 "' "' 858 '" 832 '" 659 300 l89 
Health professional "' 00 '" 35 '" 35 "' 56 28 '" 50 
Dental service corporation " " " " " 
Vision service corporation "' 9 

'Data not available private group cl,nic 
'In ea~ler series, consumer plans were titled commuMy, labor management plans 'Includes disabled persons under age 65 wt>o are elrgrble for Medicare 

were titled employer-employee-union. and health professional plans were tilled 
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, .... 4 

Percentap ditlributlol'l of total gross enrollment under prlvale heahh inwra- plans, 
b)' ap, type of plan and sped!Md type of care, as of Oeumber 31, 1977 

Hospital Physiclar'IS' Services Dental Prescribed Private- Visitil'lg Nul'$lng. ,,, drugs (out- home "re X-"f "~ 
of-hospitaO nursing ~~~ 

~· Iabore· Office "" ... 
Surgical In-hospital exam in- ~· "~· Typ& of plan ~rvices visits ations visits 

All ages 

100.0 100,0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0'""I ,._,Blue Cron and Blue Shield 08.9 37.6 33.4 18.4 to.& 25.2 23.7 24.1 46.2 
Insurance companies '3.9 '3.0 57.0 70.2 64.8 68.9 66.5 ,_75'-' 

Group policies 40.8 45'.8 "-' 51.6 '3.8 66.~ 64.8 62.3 63.1 62.8 "-' Individual policies 13.1 7.2 3-' 32 4.0 .0 3.7 3.8 3.8 7.3
Independent plans 7., 9.4 9.2 9.6 11.4 24.6 8.7 9.4 9.4 14.1 

-----
U!'lder age 65 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Blue Cross and Blue Shield 38.2 35.9 34.2 31.8 16.6 10.6 25.0 23.7 23.8 43.6 
Insurance companies 54.5 54.8· 56.7 58.8 72.2 65.3 66.7 67.3 67.2 42.0 

Group policies 43.7 48.1 53.5 55.5 68.2 65.3 62.9 63.5 63.4 34.4 
Individual policies 10.8 6.7 3.2 33 4.1 .o 3.7 3.8 3.8 7.6 

tnt:lependent plans '-3 9.3 9.' 9.4 11.2 24.1 8.3 90 9.0 14.4 

Aged 65 and over 
--

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Blue CroS$ arid Blue Shield 46.4 59.8 67.2 62.3 52.8 11.6 31.6 25.0 31.9 78.7 
Insurance companies .._, 48.0 29.7 20.0 23.8 30.7 43.6 46.7 '3.2 11.1 

Group policies 11.1 15.3 19.4 22.1 28.4 43.6 43.3 49.3 42.7 8.2 
Individual policies 36.9 14.4 '-' '8 2.3 .0 3.4 3.9 3.4 2.9 

lndependel'lt plans 5.6 10.5 11.9 13.9 16.5 44.8 21.7 21.8 22.0 10.3 

-

T-5 
Gron 1111rv!lment under pri._... hhllh insurance plans, by l)'pe of care and type of plan, 1950-l9n 

[11'1 thousal'ldsj 

Blue Cross and Blue Shield Insurance companies 
Independent 

plans End ol year 
All 

plans Toml Blue CrO$$ Blue Shield Total 
Group 

policies 
Individual 
policies 

"50 

mo "" 
"" "" 'sn 

"" 
1970 '"' 
1975 
1976 

'sn 

"" '"' "" 1975 
1976 

"" 
'"" '"' "" "" "" 1977 

Hospital care 

81,691 
140,055 
190,758 
212,154 
208,575 
219,$70 

37,645 
57,464 
75.464 
85,782 
85,528 
85,101 

37,432 
55,938 
72,942 
83,179 
63.054 
83,153 

39,601 '" 76,597 '·"'2,522 107,163 
2,583 117,300 
2,474 113,820 
1,948 117,906 

22,305 
54,416 
80,505 
87,185 
8&,825 
89,219 

17,296 
22,181 

30,115 "'·"' 
28,687 "'·"' 

4,445 
5,994 
8,131 

'12,581 
'14,091 
15,600 

Surgical services 

55,950 
127,091 
179,152 
195,624 
192,812 
200,588 

17,253 
48,266 
69,110 
77,800 
76,952 
75,379 

1,151 
3,773 
3,874 
4,699 
4,629 
4,848 

16,102 34,937 
44.493 71,489 
65,236 99,510 
73,104 106,426 
72,323 104,399 
70,531 106,313 

21,219 
55,464 
81,549 
87,958 
88,327 
91,904 

13,718 
16,025 
17,961 
18.468 
16,072 
14,409 

3,760 
7,336 

10,532 
'15,435 
•17.155 
18,876 

Prescribed drug& (out-ol-hopsital) 

(2) 
69,632 

105,885 
156,592 
157,591 
163,485 

(2) 
10,800 
25,627 
46,122 
46,253 
4),206 

(2) ,,, 
12) ,,,
121 ,,,

,,, (2) 
(2) 56,100 
(2) 75,437 
(2) 104,033 
(2) 105,027 
121 108,026 

(2) 
51,700 
70,396 
96.718 
98,3$5 

101,925 

12) 
4,400 
5,041 
7,315 
6,672 
6,101 

(2) 
2,732 
4,821

'10,870 
'12,561
14,252

Dental care 

(2) 
4,227 

12,9n 
34,815 
47,036 
48,734 

12) 

" 273 
3,320 
4,363 
5.21l3 

(2) 
(2) 
(2) 
(2) 
(2) 
(2) 

(2) 12) 
(2) 2,000 
(21 7,454 
(2) 19,020 
(21 26.662 ,,, 32,215 

(2) 
2,000 
7,383 

18,936 
26,562 
32.215 

(2) 

"64 
"0 

0 

,,, 
2.211 
5,250 

'10,289 
'11.262 
12,236 

'Data for 1977 are basl!d on a new oa.mple drawn trom the 1978 Nationwide Sur· 
...ey ollndependent Prepaid and Sell-insured Health Plans being conducted by HCFA. 
Dala lor aatlier yea~ are provided on a provisional basis and will be revose<l UPOn 

completion of ttle survey 
'Data nol a...aitabla. 
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Table 6 

Grou enrollneftt 
a 

In suppleii*IIM)' major medical and compreiMnsiYe major medical poHciQ of l•.unnee COIIIplnitr, In Blue Cron and 8111a Sllielcl 1111jw 
mediall pi- 1ft C0111pnltensi¥e pteP'Id and MH-IIISIInd Independent plans, l~lt77 

[In thousands) 

.... "' ,.., All 
plans '"'' 

Insurance companies 

Group PQiicles 

S..pplementary Cclmprehensive 

Individual 
PQiich~s • 

Blue CrQn and 
Blue Shield 

Supplementary 
Plans 

lnclependenl 
Plans 

(2) 28,061 17,991 ....3 1,607 •3,020 (2)
1965 

1970 (2) 87,316 81,718 20,244 

"" (2) ...... 42,450 12,962 4,456 (2) (2) 

5,414 21,658 (2)
1915 (2) 104,033 67,310 29,408 7,315 39,172 (2)
1978 (2) 105.027 66,753 31,602 6,672 37,026 (2)
1977 161,835 108,026 ..... 33,576 6,101 39,390 12,419 

' lrdms bolh supplemenll.ry m~jor 11>1dic.l and comprellensive major medical 
policiH. 

• Dahl not available. 
' Dahl joiMiy developed by Blue Cross Association and Na.fiOIW Association ol 

Blue Shield plans on ur>Ciuplicaled number o1 persons covered. 

''''" 
Grou enntlmant llndtr lndapandeftt 1J0Uf pt'liCtiH .,.....,....m plans, a., apacifled type of can, IKl-1977 

[In 1housancls) 

- """"' -
...,,, Physicians' MJVices 

"~ Surgical In-hospital Office, clinic or "'""'

tei'YiCft visits health center visita 

1901 2.... 3,643 3,643 398 
1964 2,896 3,504 3,196 3,894 
1... 3,060 

""' 

4,130 3,760 4,480 "" 
.,,,
 ... 

(1) 
1970 ........... 4,131 ...2 4.532 5,432 
1972 3,984 4,553 5,476 
1973• 4,338 ,..., 

"''
1974• . ·········· 4,692 

............. 5,047 

..... 


910 

"' 
1976• 
19n ...... ...... 

5,755 ....

4,974 5,716 843 

5,774 5,394 
6,120 

'·"' 

5,815 6,197 

6,437 1,001 
.... 


6,656 6,677 1,053 

' Oalfo not available. 
• Oall. !Of 1977 a"' bUed on a n"" sample drawn from lha 1978 

·
Na.fionw;de Sur· 

...-y of Independent Pfepa.kl and Sell-insured Health Plans being conducted by HCFA. 
Data IQr ftfller Yftt!l '"' provided on a provisional basis ar>CI will be revlsed upon 
compleUon o1 U.. survey_ 
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Table a 

Financial experience o1 private Insurance orpnlzatlons, 197!5-1977 

[In millions] 

Total SUbS<:rlp- Net underwriting 
Income tlon or Claims e~pense Operating e~pense gain Net Income 

premium 
Percent Percent Percent Percent income ol o< o< 

premium premium premium total "' 
Type of plan Amount Income AmOI.lnt Income Amount income Amount ln<:ome 

1977 

Total .. (I) $47,120.0 $41,594.9 88.3 $5,933.0 12.6 • --407.9 .9 (I)
Blue Cross and Blue Shield $19,857.8 19,553.4 17,626.2 90.1 1,330.3 0.9 "'9 3.1 • 901.3 4.5 '" 

Blue Cross 13,801.6 13,606.3 12,473.7 91.7 693.9 5.1 438.7 3.2 834.0 4.0 
Blue Shield 8,056.2 5,947.1 5,152.5 .... 838.4 10.7 158.2 2.7 267.3 4.4 

l11$uranee companies 22,958.0 19,514.3 85.0 4,280.0 18.8 --838.3 -3.6 (I) 
Group policies . 19,375.0 17,591.9 2,838.6 13.6 -855.5 -4.4 '"(I) '" Individual policies 3,583.0 1,922.4 (I) (I) "' 53.7 1,641.4 45.8 19.2 .5 '" '" 

lndependant plans '·' .. 4,938.2 4.608.6 4,454.0 90.0 322.7 1.0 -168.1 -3.8 161.5 3.3 '" Consumer • 1,551.0 1,445.0 1,375.4 95.2 102.9 7.1 -33.3 -2.3 72.7 4.7 
Labor-Management 2,918.3 2,706.9 2,672.4 99.7 160.6 5.9 -126.1 -4.7 85.3 2.9 
Health Professional 219.2 212.6 187.0 98.0 31.7 14.9 01 -2.9 .5 .2 
Dental service corporation . 201.7 196.2 178.2 90.9 21.1 10.8 31 -1.6 2.4 1.2 
Vision service corporation . 48.0 47.9 41.0 85.6 64 13.4 .5 1.0 .6 1.3 

1976 

Total . $40,505.9 $38,418.4 94.9 $5,161.3 12.7 $-3.073.8 7.6 (I) 
·------·

Blue CTO$$ and Blue Shield '"$17,560.1 17,268.1 16,226.5 94.0 1,192.8 0.9 - 151.2 . 9 • 140.S '".6 
Blue Cross 12,242.9 12,037.4 11,624.9 .... 623.3 5.2 - 210.8 -1.8 -.0 - 5.3 
Blue Shield ..•..•. 5,317.2 5,230.7 4,601.6 98.0 589.5 10.9 59.6 1<6-1 2.7 

Insurance companies (I) 19,287.0 18,365.0 95.3 3,689.0 19.1 -2,787.0 " -14.5 (I) 
Group policies (I) 15,985.0 16,633.8 104.1 2,154.3 13.5 -2,8{)3.1 -17.5 ()) '" Individual policies . (I) 3,282.0 1,731.2 52.7 1,534.7 <6.9 16.1 .5 (I) (I) '" Independent plans •-·• ()) 3,970.8 3,828.9 .... 279.5 1.0 135.6 -3.4 ()) (I) 
COnsumer (I) (I) (I) (I) (I) 
Labot·Managemant (I) (I) (I) (I) "'(I) (I) (I) '" '" "' '" Health Professional (I) (I) (1) (I) (I) '"(I) '" '" Dental service corporation . "'()) "'()) (I) (1) (I) ()) (I) ()) '" '" 
Vision service corporation (I) (I) (I) (I) ()) (I) 

------- '" "' '" ------- - "' '" 
1975 '" 

Total . (1) $33,811.4 $31,917.3 94.4 $4,373.0 12.9 $-2,478.9 7.3 (I) (I) 
Blue Cross and Blue Shield . $14,684.7 14,446.4 14,192.0 96.2 1,063.0 7.4 600.0 5.6 $-570.3 -3.9 

Blue Cross 10,225.0 10,060.5 10,075.9 100.2 557.1 5.5 - 572.5 -5.7 -408.0 --4.0 
Blue Shield . 4,459.7 4,385.8 4,116.1 93.9 505.9 11.5 - 238.2 -5.4 -162.3 -3.6 

Insurance companies (I) 16,032.0 14,525.6 90.6 3,073.8 19.2 -1,561-4 -,. (I) (I) 
"Group policies . 12,962.0 12,956.6 100.0 1,658.5 12.8 -1,653.1 -12.8 (I) 
Individual policies '" 3.070.0 1,569.0 51.1 1,415.3 46.1 65.7 2.9 '" (I) 

Independent plans •-• .. 3,333.0 3,199.7 236.2 7 I 102.9 -3.1 (1) (I) '" Con$umer "'(I) (I) (I) '" "·"(I) (I) (I) (I) (I) 
labor-Management· (I) (I) (I) "'(I) (I) (I) (I) (I) 
Health Professional (1) '"()) '"(I) (I) (I) '" (I) (I) 
Oerltal service corporation ... (1) (I) (I) "' (I) (I) '"(I) (I) "' Vision service corporation . (I) '" ,,, (I) '"(I) (I) "' (I) (I) (I) 

'Data .-.ot availab~. '" upon oomp~tion of the suo"Wly '" 
• Data for 1977 are based on a oew sample dmwn from the 1978 Nanonwide • In eartrer serres. consumer plans were tolled community. labor-manage~! plans

SuMly of lnd<>p&l\dent Prapaid and Sell-insured Heal1h Plans being conducted by "fflre 11Ued empto~r-empt~e-uruon. and heallh profeosronal plans were tiHed 
HCFA. Data lor earlier ~ars are provided on a provisional basis and witt be rey,sed prrvate group dinoc. 
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Table 9 

S..b$cription or premium in~ome and benefit expendiluru of private health insuran~e ortani:ration$, 197Q-1977 

[In millionsj 

All Blue Cross and Blue Shield Insurance Companies Independent 
plans plans'

Blue Group Individual 
Year Total Cross Shield Total policies policies··~ 

Income 

1950. $ 1,291.5 • 574.0 $ 436.7 • 137.3 $ 6<150 • 333.0 $ 272.0 $ 112.5 
1955. 3,149.6 1,292.4 910.7 381.7 1,626.9 1,022.5 604.4 230.3 
1960 5,841.0 2,482.0 1,773.0 709.1 3,027.0 2,104.0 923.0 331.9 
1965. 10,001.3 4,169.0 2,993.7 1,175.3 5,224.0 3,665.0 1,559.0 608.3 

10,564.1 4,327.8 3,085.9 1,241.9 5,595.0 3,987.0 1,608.0 641.3 '"' 1967 .. 11,105.3 4,555.3 3,230.0 1,325.3 5,858.0 4,270.0 1,586.0 692.0 
12,898.7 5,187.1 3,665.0 1,522.1 6,933.0 5,159.0 1,774.0 778.6 
14,657.7 4,365.2 1,790.4 7,569.0 5,685.0 1,884.0 933.1 "" 1969 . 6,155.6 

1970 . 17,184.9 7,370.9 5,147.1 2,223.8 8,746.1 6,774.1 1,972.0 1,067.9 
1971 19,659.7 8.790.2 6,239.6 2,550.6 9,601.6 7,231.6 2,370.0 1,267.9 
1972 . 22,686.6 9,923.3 7,066.9 2,856.4 11,345.7 8,617.7 2,728.0 1,419.6 
1973 . 25,523.7 11,059.1 7,862.1 3,197.0 12,407.2 9,414.2 2,993.0 2,057.4 
1974 . 29,059.2 12,367.0 8,647.6 3,719.4 13,997.0 10,720.0 3,277.0 2,695.2 
1975 . 33,811.4 14,446.4 10,060.5 4,385.8 16,032.0 12,962.0 3,070.0 3,333.0 
1976 40,505.9 17,268.1 12,037.4 5,230.7 19,267.0 15,985.0 3,262.0 3,970.8 
1977. 47,120.0 19,553.4 13,606.3 5,947.1 22,958.0 19,375.0 3,583.0 4,608.6 

Benefit expenditures 

1950 . $ 991.9 • 490.6 $ 382.9 107.7 $ <00.0 $ 257.0 $ 143.0 • 101.3• 
1955 . 2,535.7 1,146.7 632.2 314.5 1,179.0 856.0 321.0 210.0 
4,996.3 2,287.1 1,646.2 64M 2,389.0 1,901.0 4~.0 320.2 "" 8,728.9 3,912.9 2,853.4 1,059.5 4,265.0 3,413.0 852.0 551.0 

3,711.0 581.4 '"' 9,141.8 3,975.4 2,682.2 1,093.2 4,585.0 674.0 
1967 '"' . 9,544.8 4,082.6 2,963.1 1,119.7 4,637.0 3,998.0 839.0 625.0 

11,343.6 4,840.6 3,529.2 1,311.4 5,791.0 4,841.0 ""·0 712.0"" 1969 . 13,068.5 5,903.1 4,271.4 1,631.7 6,306.0 5,349.0 957.0 859.4 
1970. 15,743.7 7,060.2 5,009.3 2,050.9 7,656.1 6,510.1 1,146.0 1,027.4 
1971 17,713.6 8,178.7 5,906.9 2,271.8 8,341.5 7,067.5 1,274.0 1,193.4 
1972 . 19,432.8 8,990.9 6,501.3 2,489.6 9,123.6 7,757.5 1,366.0 1,318.3 
1973 21,911.7 10,004.2 7,187.3 2,816.9 9,962.1 8,405.9 1,556.2 1,945.4 
1974 . 25,871.4 11,639.5 8,311.1 3,328.4 11,659.3 10,125.8 1,533.5 2,572.6 
1975. 31,917.3 14,192.0 10,075.9 4,116.1 14,525.6 12.956.6 1,569.0 3,199.7 
1976 38,418.4 16,226.5 11,624.9 4,601.6 18,365.0 16,633.8 1,731.2 3,826.9 
1977 . 41,594.5 17,626.2 12,473.7 5,152.5 19,514.3 17,591.9 1,922.4 4,454.0 

'Data tor 1977 are bllsed on a new sample drawn trom the 1978 Nationwide HCFA. Data lor t973 to t976 are pro••ded Of'l a provosionat basis and will be re•ised 
Survey of Independent Prepaid and Sell-insured Heal!~ Plans being conduoted by upon completion or the survey 

Table 10 

Benefit expenditures of prlwate heaHh insurance organlzatlon5, by 5pec:ified tJPll of care, 1977 

(In millions] 

Prescribed Other 
drugs Private Visiting Nursing 

Hospital Pnysicians' Dental (out-of- duty home Vision or
Type of plan Total care services hospital) nursing ""=service care care"re "" Total $41,594.5 $24,570.8 $12,535.4 $2,245.9 $1,132.3 $236.7 $22.6 $98.4 $110.8 $641.6 

Blue Cross and Blue Shield 17,626.2 11,505.2 4,834.6 237.4 354.0 25.6 15.7 33.9 11.5 608.3 
Blue Cross 12,473.7 11,280.2 451.3 96.7 210.2 21.7 14.1 31.0 4.0 3M.5 
Blue Shield 5,152.5 225.0 4,383.3 140.7 143.8 3.9 1.6 7.9 7.5 243.8 

Insurance companies 19,514.3 11,244.9 5,970.3 1,531.5 492.6 201.7 (1) 54.9 (7) 18.4
Group policies 17,591.9 9,983.2 5,356.1 1,531.5 468.2 186.3 (7) 3o.5 (1) .., 
llldividual policies 1,992.4 1,261.7 614.2 0 4.4 15.4 (7) 24.4 (1) 2.3 

Independent plans'·' 4,454.0 1,820.7 1,730.5 477.0 285.7 9.4 6.9 9.6 99.3 14.9 
Consumer 1,375.4 441.4 786.6 353 72.3 4.3 1.3 .6 23.2 10.4 
Labor-Management 2,672.4 1,315.6 864.2 232.7 207.6 4.9 5.5 9.9 79.1 4.0 
Health Professional 187.0 637 79.7 30.0 5.6 .3 .7 .7 6.0 .5 
Dental service corporation • 178.2 
VIsion service corporation 41.0 178.2 41.0 

'Included in "other types or care." "In earlier series, consumer plans ware titled cornmunHy, labor-management plans 
'Data for t977 are t>ased on a new sample drawn from the 1976 Nationwide were tilled employer-employee-union, and health prolessfonal plans were titled 

Survey ot Independent Prepaid and Self-insured Health Plans being OO<lducte<l by private group ct•n1c. 
HCFA. 
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Tafllt 11 

AmOWit and paua~tap distribution of benefit upendllures of all private bealth Insurance orpnlzations, by $J)<Idfied typs of ~rt, 1950-1!»7 

Yn< Total 
Hospital 

care 
Physicians' 

services 

Prescribed 
drugs(out-

of-hospital) 
Dental 
~re 

Other 
types of 

care 

"" "" "" ..........,.. "" 
"" ............. 

"")989 
1970 
1971 
1972 ......... 
1973' 
1974' 
1975' 
1976' 
)977 

"" "" "" "" "" "" "" "" 1970 
1971 
1972 

""1974 
1975 
1976 
1977 

• 992 
2,536 
4,996 
8,729 
9,142 
9,545 

11,344 
13,069 
15,744 
17,713 
t9,429 
21,912 
25,871 
31,917 
38,418 
41,594 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

$ "" 1,679 
3,W4 
5,790 
5,993 
6,134 
7.329 
8,356 

10,008 
11,279 
12,162,,,,,, 
19,207 
22,954 
24,571 

68.5 
...2 

"·' ...3 
65.5 
...3 
...8 
83.9 
83.8 
63.7 
"8 ,,, '"80.2 
59.7 
59.> 

Amount (In millions) ,,, $ 3" ,,, 857 ,,, ,,, '·"' 2,880 
2,831 
2,98' "' 3,477 '" "' '·"' $ 3)0 '·"' 5,430 "' "2 
6,062 "7,,, 

'" 9,845 "' '" 11,495 "' 98> 
12,535 1,132 

Percentage distribution 

31.5 
33.8 '" ,,, 31.9 "' 30.7 
31.0 "' ,,, 31.0 '",,, 30.7 ,,, 30.8 
31.2 2.0 
30.7 2.3 
31.2 22,,, ,,, "' 
30.8 2A "' 
"·' 30.) 2.7 "' 

"' ,,,"',,,,,,,,,,,,,,, 
$ 2<0,.. 

389 

"' 
1,421 "' 2,087 
2,246 

,,, 
,,, "'
'" "' "' "' "' "' L7 
2.0,,, 
•.5 
5"' .• 
5.• 

(2) 
(2) 

$ 99 
259 
3)8,., 
538 

"' 278 
"8 
389 ,,, '"878 
90> 

1,110 

(2) 
(2) 
2.0 
3.0 
3.5 
•• 7 
•• 7 
5.3 
).8 
L7 
2.0 

"' 2.> "' 2.3 
2.7 

'Data not available. 
'Included in "p~ysl<:ians· urvices." 
'Dala tor 1977 are baud on a new sample drawn lrom lhe 1978 NalionwKie Sur· 

"&&of lndeP"'r>dent Prepakl ar>d Sell-insured Health Plans being cor>ducled by HCFA. 
Data tor earlier years are provided on a provoSlOMI basos and will be revised upon 
complellon of the Sl)rvey. 

Table 12 

Operating expense of private health Ol'llanlutlons as a perc.n\aae of premium income, 197D-l977 

Type of plan )970 1971 1972 1973 1974 1975 1977 

T""l 
Blue Cross af\d Blue Shield . 

Blue Cross ••. ............ 

14.0 
7.2 
5.8 

13.3 
8.9., 

14.2 
8.9 
5.2 

13.8 
7.0 
5.2 

13.9 
7.• 
5.• 

12.9 
7.• 
5.5 

12.7 
8.9 
5.2 

12.6 
8.8 
5.) 

Blue Shield • 11.0 10.5 11.3 11.5 11.8 11.5 10.9 10.7 
Insurance compar~les 

Group policies . 
Individual policies . 

Independent plans'·' . 
COnsumer 

2<>A 
12.8 
46.6 

7.7 
7.2 

19.9 
12.7 
47.1 

7.5 
8.7 

21.5 

'"47.0 
'0.. 

20.9 
13.0 
47.0 

7.3 
(3) 

21.0 
13.0 
47.0 

7.2 
(3) 

19.2 
12.8 

"·'7.) 
(3) 

19.1 
13.5 
•as 

7.0 
(3) 

18.6 
13.6 
.S.8 

7.0 
7.) 

Labot-Management 
Health Professional 

7.7 
(3) 

7.8 
(3) 

8.0 
(3) 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

5.9 
14.9 

Dental service corporation . 
Vision service corporation 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

(3) 
(3) 

10.8 
13.4 

'In ea~i&r se;;es, cons..-ner plans were titled communlly, tabor-management plans 
were Ulled empklyer-employee-union. ar>d haallh professional plans were titled 
P<ivate group pr~~.cllce. 

• Data tor t977 are baud on a new sample drawn trom the 1978 Naloonwide Sur-

vey oflodependent Prepaid and Setl-insure<:l Health Plans being conducted by HCFA. 
Data lor earlier vears are provided on a provisional basis and wW b& revised upon 
completion ot tile survey. 

'Data not available. 

"'' 
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