National Health Expenditures, 1981!

by Robert M. Gibson and Daniel R. Waldo

The United States spent an estimated $287 billion for health
care in 1987 (Figure 1), an amount equal to 9.8 percent of the
Gross National Product (GNP). Highlights of the figures that
underly this estimate include the following:

* Health care expenditures continued to grow at a rapid
rate in 1981, at a time when the economy as a whole ex-
hibited sfuggish growth. The 9.8 percent share of the
GNP was a dramatic increase from the 8.9 percent share
seen fust two years earlier.

* Health care expenditures amounted to $1,225 per person
irr 1881 (Tabie 1). Of that amount, $524, or 42.7 percemnt,
came from public funds.

* Hospital care accounted for 41.2 percent of total heaith

care spending in 1981 (Table 2). These expenditures in-

creased 17.5 percent from 1980, to a level of $118 billion.

Spending for the services of physicians increased 16.9

percent to 355 billion—19.1 percent of all heaith care

spending.

Public sources provided 42.7 percent of the money spent

on health in 1981, including Federal payments of $84 bil-

lion and $39 biltion in State and local government funds

{Table 3).

* All third parties combined—private health insurers, gov-
ernments, private chatrities, and industry—financed 67.9
percent of the $255 biftion in personal health care in 1981
(Tabie 4}, covering 89.2 percent of hospital care services,
62.1 percent of physicians’ services, and 41.3 percent of
the remainder (Tabie 5),

* Direct patient payments for health care reached 382 bil-
fion in 1981, accounting for 32.1 percent of all personal
heaith care expenses (Table 6). Consumers and their em-
ployers paid another $73 billion in premiums to private
heaith insurers, $67 billion of which was returned in the
form of benefits.

* Outlays for health care benefits by the Medicare and
Medicaid programs totaled $73 billion, including $42 bil-
tion for hospital care. The two programs combined paid
for 28.6 percent of all personal health care in the nation
{Table 7).

in the last 15 years, and are substantially above the
13.9 percent average growth rate between 1976 and

Health Care Expenditures in 1981

The most notable aspect of health care spending in
1681 was its rapid, sustained rate of growth. The 15.1
percent increase in overall health expenditures, along
with the 15.8 percent growth in 1980, are the highest

'This article continues a series of reports bagun in the De-
partment of Health, Education, and Welfare In 1964 (Rice and
Reed). The series, now the responsibility of the Health Care
Financing Administration, presents the National Health Ac-
counts of the United States.

1981. The 1981 increase occurred at a time when the
overall economy grew by 11.4 percent. Thus, the
share of the GNP occupied by health care spending
jumped from 8.9 percent in 1979 to 9.8 percent in
1981 (see Figure 2).
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FIGURE 1
The Nation’s Health Dollar in 1981
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Recent Developments in Health Care Spending

Ovaer the last five years, there has been little
change in the patterns of health care spending or fi-
nancing. There was a slight trend toward more
expenditures for hospital, nursing home, and physi-
cian care, and a related increase in the share of ex-
penses borne by the Federal government. However,
these shifts have been of the order of two percentage
points or less.

The issue raising the broadest debate concerning
health care is that of the future of government financ-
ing. Widespread concern that the Medicare program
may be unable to absorb both a greater patient load
{with an aged population growing more rapidly than
the workforce from which a large portion of program
funds come) and higher costs (due to price inflation
in excess of the general rate of price growth} have

prompted a number of proposals to alier benefits, re-
imbur$ement practices, or both. Medicaid, the other
large government program, faces similar problems as
States are confronted with increasing numbers of un-
empioyed—potential recipients of benefits—at the
same time that unemployment erodes the tax base
from which program funds are drawn.

The solvency of government programs is not the
only issue facing health care financing. Private in-
surers—Blue Cross/Blue Shield and commercial car-
riers in particular—maintain that government reim-
bursement practices encourage cost inflation and, at
the same time, shift some of the burden of that infia-
tion to private insurers.

In short, heightened concern for the future of the
health care financing system seems to be the most
significant recent development.

FIGURE 2

National Health Expenditures and Gross National Product:
Growth and Relative Sizes, 1966-1981
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Trends in Health Care Spending Since 1965

Since 1965, health care expenditures have grown at
an average annual rate of 12.8 percent. Spending pat-
terns have changed considerably (Figure 3), as rela-
tively more has been spent on hospital and nursing
home care and a smalier percentage on drugs and
construction of medicat facilities. This phenomenon
results from changes in the health care system. The
introduction of major public financing programs, in-
cluding Medicare and Medicaid, and increases in the
scope of private health insurance coverage have en-
couraged use of acute-care and long-term care faciii-
ties by making their services affordable to large seg-
ments of the population previously shut cut of the
market by price considerations. Drug prices remained
relatively stable between 1965 and 1979, so that in-
creases in the quantity of drugs consumed did not

translate into expenditure growth to the same extent
as did increases in consumption of other health-care
goods and services. The relative decline of construc-
tion of medical facilities as a part of health-care
spending can be attributed to the emergence of ex-
cess beds in many parts of the U. S, to the end of
government construction grants, and to the increas-
ing cost of borrowing.

Even more dramatic than shifts in utilization pat-
terns has been the shift in sources of funds for
health care spending (Figure 4). The Medicare and
Medicaid programs transferred much of the burden of
hospital costs and a significant portion of the burden
of nursing home care from private payers to the gov-
ernment. Private health insurance greatly expanded
coverage of drug purchases and of dental care, with
corresponding decreases in the shares borne by ¢on-
sumers.

FIGURE 3

National Health Expenditures, by Type of Expenditure
Selected Calendar Years, 1965-1981
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FIGURE 4

Percentage Shares of Expenditures for Personal Health Care

1965-1961
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Price Inflation in the Health Care Market

With a few exceptions, the last 16 years have been
characterized by inflation of medical-care prices sub-
stantially greater than the general rate of inflation.
Between 1965 and 1961, medical-care prices as a
whole rose at an annual rate of 7.7 percent, while the
Consumer Price Index for all items rose 6.8 percent
per year and the GNP fixed-weighf price index grew
6.3 percent per year. A “basket” of medical-care
goods and services that would have cost $100 in 1965
would have cost $329 in 1981,

Patterns of price inflation vary by goods or services
involved. For example, the CPI for physicians’ serv-
ices grew 7.9 percent per year, on average, between
1965 and 1981, while the CPI for prescription drugs
rose 3.3 percent annually. The National Hospital input
Price Index {Freeland et &/., 1979), a measure of prices
faced by hospitals, rose 8.2 percent per year.

In recent years, the inflation of health-care prices
proved rather insensitive to swings in general infla-
tion (Table A}. While the CPI for ali 1tems accelerated
and then decelerated between 1979 and 1981,
medical-care prices rose steadily.

Catendar Year
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NN
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TABLE A

Year-to-Year Percentage Change in Average
Consumaer Price indexes

1965- 1979- 1980-
1981 1980 1981
All Items 6.8 135 104
Medical Care 7.7 10.9 10.8
Physicians’
Services 7.9 106 11.0
Hospital, etc. n.a. 135 14.2
Prescription Drugs 3.3 9.2 11.4
Addendum: Natlonal
Hospital Input Price
Index 8.2 119 12.1

Based on data from the Bureau of Labor Statistics, U.S.
Department of Labor, and from the Health Care Financing

Adminlistration.
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Price inflation has been a major factor in the in-
crease of health care spending. The best example of
this is seen in the growth of personal health care ex-
penditures, which averaged 13.1 percent between
1965 and 1981. During that same time, underlying in-
flation (measured by the GNP fixed-weight price in-
dex) was 6.3 percent per year, with an additional 1.1
percent growth per year in medical care prices over
and above general inflation. Population Increased 1.1
per cent per year. The residual grew at an annual rate
of 4.1 percent per year, This residual captures _
changes in the mix of health goods and services pur-
chased, in the frequency with which people con-
sumed those goods and services, and in the “inten-
sity” of care-——the number and kinds of procedures

performed during a visit to the physician, for exam-
ple. Using percentage growth as an indication of the
relative contribution to change in expenditures, price
growth accounted for 59 percent, population for 9 per-
cent, and other factors tor 32 percent of the 13.1 per-
cent average annual growth in personal health care
between 1965 and 1981.

The effect of price inflation upon expenditures has
not been constant. As shown in Figure 5, when the
1965-1981 period was divided inio subintervals, the ef-
fect of inflation increased steadily. Part of this was
due to continually rising general inflation and part to
the continually declining growth of other factors.

FIGURE &

Factors in the Increase of Personal Health Care Expenditures
Selected Intervals, 1965-1981
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Classification of Health Care
Goods and Services

“National health expenditures” comprise all spend-
ing for health care of individuals, plus the administra-
tive costs of non-profit and government health pro-
grams, the net cost to enrollees of private health in-
surance, government expenditures designed to pro-
mote health in general, non-profit health research,
and construction of medical facilities. The expendi-
tures exclude spending for environmental improve-
ment, a category which is typically categorized with
health in Federal budget documents. (For further in-
formation, see the section on definitions, concepts,
and sources later in this article.)

For the sake of this discussion, we have divided
health expenditures in the U. 8. into three broad cate-
gories: personal health care, other services related to
current health care, and expenditures for research
and construction. Within each broad category, further
distinctions are made among types of goods and
services provided.

Personal Heaith Care

A total of $255 billion was spent for personal health
care in 1981—up 16.2 percent from spending in 1980.
Personal health care expenditures accounted for nine-
tenths of all national health expenditures. On a per
capita basis, $1,090 was spent in 1981—an increase
of 15.1 percent from the 1980 level.

Personal health care is subdivided into a number of
different goods and services.

Physiclans’ Services

Physiclans are the most influential group in deter-
mining the size and shape of the health care sector.
They affect health spending levels to a much greater
extent than is indicated by the 19 percent share of
spending devoted to their services.? It has been esti-
mated that physicians influence 70 to 80 percent of
health care spending (Blumberg, 1979; Somers and
Somers, 1977). They play the dominant role in deter-
mining who will be hospitalized and what type and
quantity of services the patient will receive while in
the hospital. Expenditures for prescription drugs are
influenced similarly.

Expenditure for physicians’ services reached $55
billion in 1981—an Increase of 18.9 percent from the
previous year. This spending accounted for 21.5 per-
cent of personal heaith care expenditures and for 19.1
percent of all national health expenditures. Price in-
flation and increased intensity of services were re-

?ln the National Health Accounts, expenditures for physi-
cians’ services encompass the cost of all services and sup-
plies provided in physicians' offices, expenditures for serv-
ices of private practitioners In hospltals and other institu-

tions, and physician-ordered diagnostic work performed in in-

depandent clinical laboratories.
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sponsible for most of the growth in expenditures.
Public funds—mostly Medicare and Medicaid —paid
tor over one-quarter of spending for physiclans’ ser-
vices; private health insurance and direct patient pay-
ments split the remainder almost evenly.

Price inflation was a significant contributor to the
growth of expenditures for physicians’ services.
Measured by the Consumer Price Index (CPW), physi-
cians’ fees rose 11.0 percent in 1981,

The number of office visits has not had much ef-
fect upon the growth of spending for physicians’
services, because the total volume and per capita
number of physician office visits have changed very
littie in recent years. For example, the National Cen-
ter for Health Statistics (NCHS) Health Interview Sur-

“vey indicates that visits to physicians by the noninsti-

tutionalized population remained refatively constant
between 1971 and 1980, at around one billion per
year.

Although the number of visits to physicians has not
changed, the number and types of services provided
during the visits—the intensity of care--appear to be
increasing. In the last 10 years, the number of surgi-
cal operations grew from 7 operations per hundred
persons to about 8-2 —an average annual increase of
1.7 percent. By one estimate {Bailey, 1979), the
volume of tesis in independent clinical labs has been
increasing at a 15 percent annuai rate in recent years.
Rising surgical rates and increased out-of-hospital
laboratory testing have contributed to the increase in
intensity of care per physician visit, and thus to rising
expenditures for physician care.

Hospital Care

Expenditures for hospital care in 1981 were $118
billicn—an increase of 17.5 percent from 1980.* Hos-
pital care accounted for 46.3 percent of total personal
health care expenditures and for 41.2 percent of na-
tional health expenditures. As was true for all of the
categories of health care services, price inflation was
responsible for the major part of the increase in
spending between 1980 and 1981. Growth of the use
of hospital services slowed significantly in 1981, after
a substantial increase between 1979 and 1980. Higher
use of inpatient hospital services by the elderly in
1980, a year of ocutbreaks of influenza and abnormally
high temperatures in the summer, contributed to in-
creased expenditures in that year.

The Federal government funded 41.3 percent of
spending for hospltal care in 1981; private health in-
surance paid for 33.4 percent and State and local gov-
emments pald for 13.1 percent. Thus, patients paid
slightly over one-tenth of the cost of hospital care di-
rectly.

n the National Health Accounts, hospital care includes
all inpatient and outpatient care in public and private hospi-
tals and all services and supplies provided by hospitals. Ex-
cept for the services of hospital staff physicians, expendi-
tures for physician care provided in hospitals are included in
the physician category described above.
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The hospital sector has undergone a substanttal
change in structure in the last 16 years. As shown in
Table B, expenditures for care in community hospl-
tals (which primarily provide acute care) rose from 70
percent of total hospital spending to 76 percent be-
tween 1965 and 1971, and reached 84 percent in 1981,
The share of expenditures accounted for by State and
local government-operated psychiatric hospitals de-
clined from 11 percent to less than 5 percent in 1981.
Relative expenditures in Federal hospitals—operated
mainly by the Veterans Administration and by the De-
partment of Defense—also declined, but to a lesser
extent: frorn 13 percent of total hospital expenditures
to 8 percent.

TABLE B
Percentage of Hospital Expenditures

1965 1971 1981
Total 100.0% 100.0%  100.0%
Community 69.6 76.1 839
State and Local
Psychiatric 111 8.7 45
Federal 128 9.8 8.0
Other 6.5 5.4 3.6

As mentioned earlier, price inflation was responsi-
ble for a major portion of the accelerated increase in
hospital expenditures in 1981. Using the National
Hospital input Price Index to approximate the prices
taced by hospitals, over 70 percent of the growth in
expenditures can be attributed to input price infla-
tion.

Increased use of hospital facilities accounted for
only 12 percent of the increased spending for hospi-
tal care between 1979 and 1981. Inpatient days in
community hospitals were 1.2 percent greaier than in
1980, and the 3.4 percent growth between 1979 and
1980 was the highest annual increase since the stan
of Medicare and Medicaid in 1966, This rapid rise prl-
marily reflects use by persons age 65 and clder, who
accounted for 80 parcent of the increase in commu-
nity hospital days between 1979 and 1981. Higher
rates of hospital use by the aged are related te influ-
enza epidemics in the winters of 1979-1980 and 1980-
1981 {the largest such epidemic since 1968) and to a
severe heat wave in the summer of 1980, all of which
increased both the morbidity and mortality rates of
older parsons.

As a result of the rapid increase in days of care and
a relatively slower rate of increase in availabie hospl-
tal beds, average occupancy rates, which had de-
clined from nearly 79 parcent in 1969 tc 74 percent in
1978, rose to about 76 percent in 198¢ and remained
at that level in 1981.

Nursing Home Care

Nursing home care cost $24 billlon in 1981—an in-
crease of 17.4 percent from 1880.* This expenditure
accounted for 9.5 percent of personal health care ex-
penditures and 8.4 percent of total national health ex-
penditures. Major factors in the growth of nursing
home spending include rapid expansion of Medicaid-
funded intermediate care facilities for the mentally re-
tarded (ICF-MR), as well as growth of prices and days
of care in other types of settings. Public programs
pay for a little more than half of the total, and pa-
tients finance most of the rest directly. '

Increasing iongevity, changing social patterns in
family responsibility for the elderly, and the availabil-
ity of funding from public programs (primarily Medi-
caid} provide greater incentives for institutionalization
and underlie much of the growth in nursing home
care. Also, deinstitutionalization of the chronically
mentally ill, which began in the mid-1950’s, has re-
suited in an increased demand for regular nursing
home care.

Exciuding the special Medicaid ICF-MR category
mentioned earlier, spending for other nursing home
care doubled between 1976 and 1981, growing from
$11 billion to $22 billion. During that 5-year period,
prices paid by nursing homes for the goods and serv-
ices needed to provide care increased at an average
annual rate of 9.0 percent. We estimate that nursing
home days of care increased in excess of 3 percent
annually, while the U. §. population age 65 and over
grew 2.4 percent per year. Input prices increased 10.0
percent in 1981, a rate which was higher than the
average between 1976 and 1981, while growth in the
number of days of care provided was lower than the
S-year average. The net effect of these changes is
that spending for nursing home care other than ICF-
MR grew at a rapid rate but showed signs of slowing.

Drugs and Medical Sundries

This category accounted for 7.5 percent ¢f health
spending ($21 billion) In 1981, and includes spending
for prescription drugs, over-the-counter drugs, and
medical sundries dispensed through retail channels.
Expenditures for drugs purchased or dispensed by
hospitals, nursing homes and other institutions,
physicians, and dentists are counted elsewhere,

Drug therapy constitutes a significant factor in the
treatment of iliness. Approximately 58 percent of the
noninstitutionalized population received at least one
prescription for medication in 1977 (Kasper, 1982).

1In the National Health Accounts, nursing home services
are those provided in skilied nursing facilities (SNFs), in in-
termediate care facilities (ICFs}, and in personal care homes
which provide nursing care. In addition, carg for mentally re-
tarded Medicaid reclpients provided in what are designated
“intermediate Care Facilities for the Mentally Retarded” (ICF-
MR} is included as nursing home care. The relatively small
amount of nursing-type care provided in hospitals {including
ICF-MR care) is included with expendltures for hospital care.
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About 57 percent of all dollars for drugs and medical
sundries are estimated to be spent for prescription
drugs alone, and 31 percent are spent for over-the-
counter drug products.

From 1965 to 1981, spending for retail drugs and
sundries increased about 9.3 percent annually, a rate
significantly below that for other major health care
services, Consequently, its share of health care
spending has declined from over 12 percent in 1965
to 7.5 percent in 1981. However, drug spending, im-
pelled by more rapld price inflation, grew at rates sig-
nificantly above the long-run trend after 1978,

Other Personal Health Care Goods and Services

Expenditures for ail other types of personal heaith
care goods and services were $36.6 billion in 1981—
an increase of 13.7 percent. That spending amounted
to about 14 percent of all personal heaith care ex-
penditures and io 13 percent of national health
expenditures. About 23 percent of the expenditures in
this group of services was financed through govern-
ment programs in 1981, and consumers paid for 57
percent directly. Health insurance covered 16 percent
of expenditures in this category. The principal ex-
penditure in this category was for dentists’ services,
but the category also includes spending for services
of other health professionals (Including most home
heaith agencies), for eyeglasses and orthopedic appli-
ances, and for providing care in industrial settings.

Growth of this composite component was influ-
enced significantly by the growth of spending for
dentists’ services, and, to some extent, by the growth
of spending for other professional services.

Spending for dentists’ services, which reached $17
billion in 1981, increased not only because of rapid
price inflation, but also because of recent increases
in the extent of third-party dental coverage. Tradl-
tionally, use of dental services fluctuated with the
business cycle. However, despite a 12-percent in-
crease in the CPI for dental care in 1980 and a siump
in the general economy, “price-deflated” expendi-
tures per capita for dental services increased in 1980
and again in 1981. This departure from tradition is
probably due to the increased extent of third-party
dental coverage, especially to the expansion of the
private health insurance share of total expenditure for
dentists’ services—from 12 to 25 percent between
1975 and 1981. Not only have more people become
covered by some form of dental insurance; the extent
of insurance has increased as well.
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Other Expenditures for Heaith Services and
Supplies

The cost of operating third-party programs in 1981
rose 4.5 percent, to $11.2 billion. This estimate in-
cludes $4.3 billion in administrative expenses for
those public programs which identified administrative
expenses. It alsc Includes a small amount estimated
te be the fund-raising and administrative expenses of
philanthropic organizations. The largest part of the
component is the net ¢cost of private health insur.
ance. “Net cost” is the difference between earned
premiums and Incurred claims. Estimated at $6.4 bil-
lion in 1981, net cost reflects administrative ex-
penses, additions to loss reserves, and profits or
losses of private health insurers: Blue Cross/Blue
Shield plans, mutual and stock carriers, and prepaid
and self-insured plans.

Public health activities of various levels of govern-
ment amounted to $7.3 billion in 1981. Public heaith
actlvities are those functions carried out by the Fed-
eral, State, and local governments to support commu-
nity health, in contrast to care delivered to indi-
viduals, Federal expenditures of $1.3 billicn included
the services of the Center for Disease Control and the
Food ang Drug Admlinistration, as well as grants to
States.

Other National Health Expenditures

National health expenditures devoted to non-profit
research and to construction of medical facilities
were $13 billion in 1981, an amount equal to 4.6 per-
cent of total health care spending.

Expenditures for health care research and develop-
ment were $5.7 billion in 1981. The Federal govern-
ment financed by far the largest amount for research,
with funds totaling $5.3 billion, most of which was
spent by the National Institutes of Heaith. Expendi-
tures of State and loca! governments, exciusive of
Federal grants, were $500 million, and private philan-
thropy funded an even smaller amount.

The $5.7 billion in spending for research in the Na-
tional Health Accounts excludes research performed
by drug companies and by other manufacturers and
suppliers of health care goods and services {an esti-
mated $2.7 billion in 1981 for pharmaceuticals alone).
This exclusion is based on the assumption that this
research, being funded from sales of the goods or
services, is already considered in total expenditure
estimates.

Of the $7.5 billion spent on construction of medical
facilities in 1981, 36 percent was funded from public
sources, Grants from philanthropic organizations
funded 5 percent, and the remainder came from in-
ternai funds or from the private capital market. This
estimate does not include spending for capital equip-
ment, because there is no source of data to yield a re-
liable, consistent time series of data on spending for
equipment.



The Health Care Market

The health care market itself is atypical of the per-
fect market for goods and services envisioned by
standard economic theory. More than any other mar-
ket, it is dominated by third-party payers, that is, by
persons or organizations who purchase care on be-
half of those who consume it. In 1981, two-thirds of
personal health care expenditures were made by the
government or by private health ingurance. To that ex-
tent, consumers of health care are isolated from the
true price of health care, and tend to consume more
care than they would were they to pay directly the fuil

‘price of the goods and services they receive. The pre-
dominance of third-party-payers affects not only ag-
gregate demand in the health care market. Providers
of care who are paid under cost-based reimbursement
or fee-for-service mechanisms have less incentive to
provide “cost-effective” care, because of a general
lack of price competition. One theory is that this mar-
ket structure has contributed to excessive growth of
health care expenditures.

A second sense in which the health care market di-
verges from the perfect market of economic theory is
that, unlike most other markets, the consumers of
health care lack full information when decisions are
made to purchase health care. For example, hospital
admission s usually made upon the decision of a
seller of health care (a physician) rather than by the
consumer of hospital services (the patient), or by the
purchaser of the service {the government, private
health insurers, or the patient). Whether the patient
‘would choose the same types and quantities of care
if complete Information were available is an issue yet
to be answered empirically. To the extent that the pa-
tient would not make the same choices, the industry
plays a role in determining its "sales.”

A corollary to these theories is that the absence of
the “usual’ market forces limiting health care ex-
penditures may generate political {nonmarket) bar-
gaining between payers and providers; where the gov-
ernment is the payer, this takes the form of regula-
tions or rate-setting (Feder and $pitz, 1980}, In prac-
tice, those parts of the health care sector for which
government pays the highest proportion of costs
(hospitals, for example) are also parts of the sector
with the greatest degree of cost regulation.

Financing Health Care

Unlike other goods or services for which the con-
sumer pays the provider directly, health care pay-
ments often are handled by a financial agent—a
“third party.” In 1981, 68 percent of the funds spent
for personal health care was supplied by third parties,
principally by private health insurers and by public
agencies acting as insurers. The detalls of the pay-
ment method may vary: the consumer may pay the
provider and apply for reimbursement from the third
party, or the provider may bill the third party directly,
or the provider may be employed by the third party
{(as in the case of Defense Department hospitals, for
exampie). In the case of Medicare, institutional pro-
viders bill “financial irtermediaries,” private health in-
surers acting as agents for the Federal government,
and physicians may bill either the financial interme-
diary or the patient.

The existing third-party coverage of health care
may have contributed to a healthier population, but it
has exacted a price as well, Ingurance has incraeased
access to care, resulting in treatment of patients who
had been shut out of the orthodox medical market by
price considerations. However, the structure of insur-
ance benefits encourages use of inpatient, rather
than outpatient, facilities, and encourages overuse of
tests and procedures rather than underuse, to the ex-
tent that patients and providers alike have become
less cost-conscious. The financial incentives em-
bedded in the prevailing reimbursement structures
may encourage effective medical care, but they do
not encourage effictent care.

Private Health Insurance

Biue Cross and Blue Shield plans, commercial in-
surance companies, and prepaid and self-insured
plans paid an estimated $67 billion in 1981 in the form
of medical benefits, an amount equal to 26.2 percent
of personal health care expenditures. They earned an
estimated $73 bitlion in premiums, 47 percent of al!
consumer spending for health, resulting in a net cost
to enrotlees of insurance equal to $6.4 billion.

The size of the private heaith insurance industry
has been growing, reflecting the perceived desire for
its servicea, By 1981, 44 percent of private expendi-
tures for personal health care—the amount not cov-
ered by public programs—was reimbursed by private
insurance. In 1980 ({the latest year for which such data
are available), 78 percent of the U. S. population was
covered by private health insurance for hospital care,
compared to 47 percent in 1950. As noted by an early
author, only a handful of the population has the finan-
cial resources to pay directly and fully for the medical
care associated with a major itiness (Falk et al., 1933).
The relatively rapid rate of growth of insurance pre-
miums~-14 percent per year since 1950, compared to
an increase of 11 percent in total personal health care
expenditures—reflects the desire for the prepayment
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and risk-sharing offered by private health insurance.

The advent of Medicare and Medicaid slowed the

growth of the health insurance share of personal
‘health care expenditures, by introducing new con-
sumers to the market rather than by shifting privately-
insured people to public programs. The insurance
share of spending doubled between 1950 and 1965,
reaching 24 percent. In the ensuing years, the insur-
ance share of spending stabilized at about 27 percent.

Private health insurance coverage varles by type of
care. Hospital care was the first type of service to be
covered extensively by insurance. In 1960, private in-
surance covered 36 percent of hospital care expendi-
tures. That share reached 42 percent by 1985, When
Medicare and Medicaid were established in 1966, hos-
pital care spending increased dramatically, and the

_portion held by private insurance dropped to less
than 34 percent by 1987. It has remained between 33
and 36 percent since that time.

Extenslon of coverage beyond surgical procedures
in recent years has led to a higher share of physi-
clans’ services being reimbursed by private insur-
ance. This share rose from 32 percent in 1965 to 35
percent in 1981. For other health care services, insur-
ance coverage has been extremely limited. Dental
care is one area in which coverage is growing. Enroll-
ment for dental benefits rose over 50 percent be-
tween 1976 and 1979 10 a total of 6§0.3 million per-
sons. insurance paid for about 26 percent of ail dentai
expenditures in 1981.

Public Expenditures

Government programs spent $103 billion and pro-
vided 40.4 percent of personal health care spending
in 1981. Federal funds provided $75 billion—more
than two-thirds of the public outlay. State and local
governments provided the remaining $28 billtion.

The two {argest Government programs financing
heaith care are Medicare and Medicaid, the adminis-
trations of which were consolidated in 1977 under
Health Care Financing Administration {HCFA) in what
is now the Department of Health and Human Ser-
vices. Together, the two programs paid $73 billion in
benefits in 1981,% financing 28.8 percent of all per-
sonal health care expenditures and accounting for
two-thirds of all public spending for personal health
care. About 48 million people—one-fifth of the U. S.
population—were covered by Medicare and/or Medi-
caid in 1981.

5This figure does not include the $334 million paid by the
Medicaid program to purchase Madlcare Part B coverage for
eligible Medicaid recipients. This “buy-in” amount is re-
ported both as Medicaid expenditures and as Medicare ex-
penditure, but is counted only once in the combined figure.

‘Medicare and Medicaid have dramatically altered
the nature of public spending since 1965. At that
time, the Federai government and State and local gov-
emments shared almost equally in spending for per-
sonal health care—with 10.1 and 11.4 percent, respec-
tively. By 1981 the Federal portion had increased to
29.3 percent, while the State and local share remained
nearly unchanged at 11.1 percent.

Because of the orientation of Medicare and Medi-
caid toward hospital care, public spending for hos-
pital care jumped from 38.9 to 54.3 percent of the to-
tal batween 1965 and 1967. Since 1967, that share has
changed very little. The public share of spending for
physicians' services has more than tripled since 1965,
reaching 27.3 percent in 1981—due in part to the
coverage by Medicare of the aged, some disabled
workers, and persons with end-stage renal diseass.

Federal Government Expenditures for Health
Care

Medicare

Nearly 29 million persons, 90 percent of whom are
age 65 or older, are enrolled in the Medicare program.
In 1981, program expenditures totaled $44.8 billion, of
which $43.5 billion represented benefit payments.
About $2,400 per person was paid in 1981 for the 18.2
million persons receiving benefits. Medicare spending
for personal health care increased 21.5 percent in
1981, compared 1o an incraase of 16.2 percent in total
personal health care expenditures. The primary rea-
son for this increase is the rapid escalation of outlays
for hospital care.

In 1981, Medicare spent an amount equal to 42.2
percent of the public share of personal health care
expenditures, and 17.0 percent of total spending for
personal health care. Almost three-quarters of Medi-
care benefits are for hospital care; another fifth pays
for physicians’ services.

Medicare (Title XVIH of the Social Security Act) was
implemented July 1, 1966, as a Federal Insurance pro-
gram to protect the etderly from the high cost of
health care. Rather than providing health care direct-
ly, Medicare reimburses for care received from private
sector providers. In July 1973, coverage was extended
to permanently disabled workers and their depeng-
ents eligible for Old Age, Survivors and Disability In-
surance (OASDI} benefits and to persons with end-
stage renal disease,

Unlike other Federal health programs, Medicare is
not financed solely by general revenues. Ninety-three
percent of the funding for the Hospital Insurance (Hi
or Part A) program comes from a payroil tax on em-
ployers and employees. The Supplementary Medical
Insurance program {SMI or Part B} is financed by pre-
mium payments and by general revenues {appropri-
ations from generat tax receipts). The general revenue
share of Part B funding has grown significantly, from
about 50 percent in 1971 to 68 percent in 1981, By
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law, SMI premiums may not increase more than the
increase in monthly cash retirement and survivor
benefits under the Social Security programs. SM)
benefit payments have grown faster than premium re-
ceipts, requiring a proporticnately greater amount of
general tax revenues to maintain the trust fund. As
shown in Table C, $10 billion of general tax revenues
was used in fiscal year 1981 to finance the Medicare
program,

TABLE C
Paymenis into Medicare Trust Funds

1971 1881
Amount Amount
in Per- in Per-
Billions cent Billions cent
Total $8.5 100.0% $45.3 100.0%
Payroll Taxes 50 58.% 307 678
General Revenues 2.1 248 96 212
Premiums 1.3 147 3.3 74
Interest 2 23 1.7 37

Nearly all Medicare HI hospital benefits are for care
in community hospitals. Because days of care pro-
vided to persons age 85 and over increased faster
than days of care provided to persons under age 65,
and because almost all persons 65 and older are en-
rolled in the Medicare HI program, total Medicare hos-
pital outlays grew faster than community hospital ex-
penses,

Medicare outiays for physicians’ services also in-
creased as a share of total expenditures for physi-
cians’ services in 1981, related in part to increased
hospitalization rates for Medicare beneficiaries (es-
pecially aged beneficiaries). Atlowed charges for
physicians’ services in hospitals (which include Medi-
care reimbursements, deductibles, and coinsurance)
account for an increasing percent of all allowed phy-
sicians’ charges under Medicare's Part B program.
Between 1971 and 1977, charges for physicians’ serv-
ices to aged beneficiaries on an inpatient basis in-
creased gradually from 57 to 61 percent of all allowed
physicians’ charges—a trend which probably con-
tinued through 1981,

Medicare payments for skilled nursing facility (SNF)
care as a percent of total nursing home revenues
have declined in recent years. In 1968, Medicare pro-
vided over one-tenth of total nursing home revenues.
By 1981, that share had dropped to 2 percent. Most of
the decrease occurred between 1969 and 1971, follow-
ing a reinterpretation of Medicare nursing care cover-
age.

Medicare reimbursement for home health agency
services has grown significantly. Home health care

reimbursements in fiscal 1981 were $867 million, com-

pared to $404 million for SNF care. In contrast, Medi-

care spent $60 mitlion for home health care in fiscal
year 1868, compared to $344 million for SNF care.
Nine-tenths of Medicare payments for home health
agency care are included in “other professional serv-
ices.” The remainder, which is for care provided by
hospital-based agencies, is reported under “hospital
cm."

Heailth Care for Velqmns

The Veterans’ Administration (VA} provides com-
pensation and pensions for veterans of the nations’
military campaigns and their survivors, as well as
medical care for veterans. Nearly 30 million persons
are potentially eligible to receive some medical care
from the VA, In fiscal year 1981, hospital and other
medical care for veterans accounted for 30 percent of
the $22.9 bitlion in outiays of the VA. In the 1981 Na-
tional Health Accounts, VA expenditures for personal
health care are estimated at $6.6 billion. Of that
amount, $5.5 bitlion, or 80 percent, was spent to pro-
vide care in the 172 VA medical centers (and other
hospitals). VA medical centers provided care for 1.4
million inpatients and paid for 17.9 million outpatient
visits,

Health Care for the Military and Dependents

The Department of Defenge (DOD) assumes respon-
sibility for the health care needs of the nations’ active
and retired military forces and their dependents and
survivors. Of the approximately $50.1 billion In ex-
penditures for salaries and benefits, approximately $5
billion (9.7 percent) was spent for health care, includ-
ing care for over 2 million active personnel. The DOD
health care system includes 165 hospitals which pro-
vided 5.5 million inpatient days of care in 1981.
CHAMPUS, the program which finances care required
outside the DOD facilities (primarily for dependents
and retirees) financed another 2.6 million inpatient
days.

Indian Health Service

The Indian Heaith Service provides parsonat health
care and public health services to approximately
883,000 Indians and Alaska natives. Care is provided
through a network of hospitals and clinics. In 1981,
approximately $452 million was spent by the Indian
Health Service.

Other Federal Programs

In 1981, $2.1 biflion was spent by other Federal pro-
grams, including the Alcohol, Drug Abuse and Mental
Health Administration, and Federal Workers’ Compen-
sation.
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Expenditures by State and Local Governments
Medicaid

In 1981, Medicaid cost $31.3 billion in comblined
Federal and State funds, which provided benefits
equal to 11,7 percent of personal health care spend-
ing. Medicaid expenditures were 16.7 percent higher
than in 1980, and averaged about $1,300 for each of
its 22.5 miltion recipients. Hospital care and nursing
home care each account for more than a third of pro-
gram benefit expenditures.

Medicaid was estabiished in 1966 by Titie XiX of
the Social Security Act, as a joint Federal-State pro-
gram to provide medical assistance to certain cate-
gories of low-income peocple. These include aged,
blind, and disabled people, and members of families
with dependent children. The program is State-
administered and provides Federal matching grants
for a portion of the cost of providing medical benefits
to the categorically eligible. In addition, if the State
chooses, Federal matching funds are available for
medical benefits for the “medically needy”-persons
in one of the qualifying categories who have incomes
too high for cash assistance but not adequate to pay
their medical bills.

The Federal share of Medicaid payments in a given
State is derived from a formula based on the State's
per capiia income. The Federal contribution ranges
from 50 to 77 percent currently, averaging 55.2 per-
cent nationwide. .

The Medicaid program finances more long-term,
non-acute, institutional care than does the Medicare
program. Long-term care encompasses care from
nursing facilities, mental hospitals, and home health
agencies. Long-term care benefit expenditures
amounted to almost half of all 1981 Medicaid program
spending. Nursing-facility expenditures include
spending in SNFs, intermediate care facilities for the
mentally retarded (ICF-MR), and all other ICFs. By far
the fastest-growing segment is ICF-MR, which ac-
counted for 16.6 percent of Medicaid nursing facility
expenditures in 1981. Spending for ICF-MR increased
39.5 percent per year between flscal years 1976 and
1981, reaching a level of $3.2 billion, some of which
was hospital-based and reported as such. Excluding
ICF-MR payments, Medicaid nursing home payments
comprised 45 percent of regular nursing home care
spending in recent years.

Workers’ Compensation

The workers’ compensation programs {except for
the program for Federal workers) are independent
State-administered income maintenance programs
that provide benefits for work-related disability and
death. Approximately 29 percent of the benefits paid
by these programs was for medical services for
workers, and the remaining 71 percent was for
income-loss payments for workers and survivors.

Health and medical benefits amounted to $4.3 biflion
in 1981, Since workers' compensation programs are
mandated by statute, they are treated as public pro-
grams in the National Health Accounts. In some
States, workers' compensation is run by private insur-
ance under State oversight; others use State-operated
Insurance funds, or a combination of both (Price 1979,
1980).

State and Local Hospitals

State and local governments traditionally have oper
ated hospitals in order to provide heaith care to their
citizens. In 1981, the cost of providing that care was
$7.7 billion after deduction of receipts from Medicare,
Medicaid, other government programs, and patient
payments.

Medicare and Medicaid have altered significantly
the financing pattemns of these hospitals, providing
reimbursement for services that would have been pro-
vided previously as charity care. Thus, the net cost of
care in State and local hospitals declined from 81 per-
cent of total operating expenses in 1965 to 28 percent
in 1977, and has remained at about that level since
then.

Community Hospitals

Approximately 1,778 community hospitals, account-
ing for 21 percent of all community hospital beds, are
operated by State and local-—primarily local—govern-
ments. Expenditures for services in these hospitals
amounted to $19.2 billion in 1981. These expenditures
have increased at an annual rate of 15.0 percent since
1965.

Psychiatric Hospitals

State governments and some large locai govern-
ments have cared for the mentally ill in psychiatric
hospitals. Expenditures in 1981 amounted to $5.3 bil-
lion. Care for the chronically mentatly ill has under-
gone substantial change since 1955. A shift toward
community-oriented care reduced the resources de-
voted to psychiatric hospitals. From 1965 to 1981,
spending in these hospitals increased at an 8.1 per-
cent annual rate—substantially below the 14.3 per-
cent annual rate for hospitals as a whoie. In 1955, the
275 State and county mental hospitals had 558,922
resident patients. That number fell to 337,619 in 1970,
and to 215,573 in 1974 (National Institute of Mental
Health).

Operation of these hospitals is financed mostly
from State and local governments’ own funds, with
relatively iittle patient revenue,
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Maternal and Child Health

Maternal and child health programs promote the
health of medically underserved mothers and children
and crippled chiidren. State and local governments
spent $881 miltion for a variety of physician and other
¢linical services and for infant intensive care. With
Federal grants of $395 million, these governmental
units had to provide $466 million from their own
funds.

Other State and Local Government Programs

State spending for medical care for the poor who
are not eligible for Medicald, and State spending
which is not eligible for Federal matching funds, are
classified as “other public assistance payments for
medical care.” In 1981, this spending amounted to
$1.8 billion, Ancther $1.2 billion was spent in 1981
through temporary disability insurance, school health,
and vocational rehabilitation programs.

Philanthropy and Industrial Inplant

Some heaith care is provided to industrial employ-
ees through in-plant health services. Expenditures for
these services, classified as “other health serviges,”
are estimated at $1.5 billion for 1981. Private philan-
thropic organizations’ funds for personal health care
are classified by type of care, and totaled over $2.0
billion tn 1981. Administrative and fund-raising ex-
penses of private charities and philanthropic support
of research and construction are included with the re-
spective expenditure categories.

Direct Patient Payments

The poriion of personal health care expenditures
not paid by third parties is known as “direct patient
payments” or “out-of-pocket” costs. This amount ex-
cludes premium payments for Medicare andlor private
health insurance, but does include deductible and
coinsurance amounts. In 1981, direct patient pay-
ments amounted to $82 billion—$349 per person.
There has been a relative decline in out-of-pocket pay-
ments for health care, from a little over one-half of
personat health care spending in 1965 to less than
one-third in 1981, because of the rapid growth in
third-party payments.

The share of expenditures borne directly by the pa-
tient varies enormously by type of service (see Table
6). In 1981, patients paid 10.8 percent of hospital ex-
penditures directly, and they paid 37.2 percent of ex-
penditures for physiclans’ services. For dentists, how-
ever, the direct share was 70.9 percent, and for drugs
and drug sundries it was 80.1 percent. As shown in
Table 5§, the direct payment shara for hospital and
physicians’ services has besn cut nearly in half since
19685, For all other services, however, private health
insurance and public programs have not assumed as
great a share of the burden.

14

Definitions, Concepts, and
Sources of Data

The National Health Accounts

This report is the latest update of the National
Health Expenditure {NHE} estimates from the Nation-
al Health Accounts. Provisional estimates of spend-
ing for health care in the nation are presented for cal-
endar year 1981, with revised estimates for recent

‘years and selected historical data extending back to

1929,

The National Health Accounts provide a framework
to help understand the nature of spending for health
care, Going beyond a simple collection of numbers,
the accounts employ a classification matrix with a
consistent set of definitions to categorize health care
goods and services and the manner in which their
purchase is financed. .

The framework of the National Health Accounts
provides a more definitive picture of health care
spending than do other systems, such as the National
Income and Product Accounts (source of the GNP).
However, care is taken to assure that the classifica-
tions used, and the estimates of levels generated, are
consistent with those underlying the GNP. (For a
more detailed discussion of ihat relationship, see
Cooper et al., (1980.)

Constructing the National Health Accounts is an
evolving project. Currently, the accounts yield esti-
mates equivalent to the final demand components of
the GNP. Future plans involve expanston in two direc-
tions. On the input side of the accounts, we plan to
examine the ways in which expenditures for health
flow as income to other sectors of the economy. On
the output side, we pian to incorporate measures of
health status and compare those measures with ex-
penditures for health.

Different aspects of the National Health Accounts
are explored in other work performed in HCFA
(Fisher, 1980; Freeland and Schendler, 1981; Cooper
and Wotthington, 1972).

Revisions

Some estimates published in the 1980 report have
been revised in this current report. Portions of some
time series back to 1978 have been revised to reflect
changes in some basic data sources, the Interpreta-
tion made of them, and improvements in methodol-
ogy. '

To estimate the expenditures in the National Health
Accounts, we analyze a multitude of data sources
which reflect spending for health care and use of
health care services. Revisions to these estimates are
of two types. Estimates for the most recent two years
are revised routinely, as they incorporate provisional
forcasts of the levels of the princtpal data sources de-
scribed in the final section of this report. In addition,
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information from each of the data sources must be
reconciled with other related sources before being in-
corporated into the accounts. As a result of this proc-
ess, or with the availability of new or more reliable in-
formation, historical series are revised.

Hospital Care

The estimates of expenditures for hospital care are
compiled chiefly from data on hospital finances col-
iected by the American Hospilal Association {AHA) as
part of the Annual Survey of Hospitals and the month-
ly National Hospital Panel Survey, The data from the
monthly survey are used 1o estimate levels of commu-
~ nity hospital expenditures for pericds more recent

than the latest annual survey and to adjust the annual
survey data to correspond to the various time periods
for which estimates are made.

The composite estimate represents all spending for
hospital services in the nation for both inpatient and
outpatient care, including all services by hospital
staft (including physicians salaried by the hospital),
and spending for drugs and other supplies. Services
of self-employed physicians in hospitals (surgeons,
for example) are not counted as hospital expendi-
tures. Anesthesia and X-ray services are sometimes
classified as hospital care expenditures and some-
times as expenditures for physicians’ services, de-
pending on billing practices.

This category measures outlays for hospital serv-
ices rather than the cost of providing service. Total
revenue data are used for community hospitals; for
other types of hospitals, where revenue data are not
available, total expenses are used. Certain adjust-
ments are made in the AHA data: additions are made
to allow for a small number of hospitals not included
in the national totals; and for Federal hospitals, esti-
mates are based on figures obtained from the respon-
sible agencies.

Nursing Home Care

Expenditures for nursing home care encompass
spending in all facilities or parts of facilities providing
some Jeve!l of nursing care. Included are all nursing
homes certified by Medicare and/or Medicaid as
skilled-nursing facilities, those certified by Medicaid
as intermedI|ate-gcare facilities for regular patients as
well as solely for the mentally retarded, and all other
homes providing some level of nursing care, even
though they are not certified under either program.

The estimates for total nursing home expenditures
other than those intermedlate care facilities serving
the mentally retarded are derived from data on facili-
ties, utilization, and costs. Sources for these data are
the Naticnal Nursing Home Survey conducted by
NCHS and the Internal Revenue Service statistical re-
parts. Estimates for years for which no data are avail-
able are based on estimates of utilization and of in-
dexes of prices paid by nursing homes for labor and

nonlabor resources. The nonhospital portion of Medi-
caid expenditures for intermediate care facilities for
the mentally retarded is added to regular nursing
home expenditures.

Services of Physicians, Dentists, and Other
Health Professionals

Expenditures for the services of these practitioners
are based primarily on statistics complled by the in-
ternal Revenue Service from business income tax re-
turns and published in Statistics of Income—Busi-
ness Income Tax Returns.

The business receipts of sole proprietorships, part-
nerships, and incorporated practices are summed to
form the core of the physician component. These re-
ceipts exclude nonpractice income. To that sum is
added a portion of spending for outpatient independ-
ent laboratory services that is assumed to be billed
directly to patients and not included with physicians’
business receipts.

An estimate is constructed for the expenses of
non-profit group-practice prepayment plans in provid-
ing physicians’ services, to the extent that these ex-
penses are not reported by member physicians as in-
come from self-employment, (Physician group prac-
tices that are non-profit corporations are included
with this category or, where services are provided un.
der contract to hospitals, with hospital expenditures.}

Finally, an estimate of fees paid to physicians for
life insurance examinations is deducted.

Expenditures for non-profit group-practice dental:
clinics are added to the {RS total estimate of dentists’
business receipts. No separate adjustment is neces-
sary for dental laboratories, since all billings are as-
sumed to be made through dentists’ offices.

Salarled physicians, dentists, and other practition-
ers are not represented in this estimate but are in-
cluded with the expenditures of the employing pro-
vider, for example, hospitals or hospital outpatient fa-
cilities. If they are serving In field services of the
Armed Forces, thelr salaries are included in “other
health services.” Whenever possible, expenditures for
the education and training of medical personnei are
considered as expenditures for education and exclud-
ed from health expenditures.

The Internal Revenue Service statistics provide esti-
mates of the income of other health professionals in
private practice. These include private-duty nurses,
chiropractors, optometrists, and other haaith profes-
sionals. Estimates for home health agencies that are
not hospital-based are added to the private income of
other unspectfied health professionats. The portions
of optometrists’ receipts that represent the cost of
eyeglasses are deducted, since they are included un-
der spending for eyaglasses and appliances. Expendi-
tures for home health agencies that are hospital-
based are included.
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Drugs and Medical Sundries, Eyeglasses, and
Orthopedic Appliances

Expenditures in these categories include only
spending for ocutpatient drugs and appliances pur-
chased from retail trade outlets by consumers. The
category excludes spending for goods provided to pa-
tients in hogpitals and in nursing homes, and for
those dispensed through physicians’ offices. The bas-
ic source of the estimates for drugs and drug sun-
dries and for eyeglasses and appliances is the esti-
mates of personal consumption expenditures com-
pifed by the Bureau of Economic Analysis of the De-
partment of Commerce as part of the Gross National
Product. The two series that are used are “drug prep-
arations and sundries,” representing non-durable
medical goods and “ophthalmic products and ortho-
pedic appliances,” which are durable medical goods.
Payments by workers’ compensation programs are de-
ducted from the GNP series, because they are treated
as a private consumer payment in the Commerce se-
ries, but ag a public expenditure in the national health
accounts. The resulting private spending figure for
drugs and for appliances is combined with expendi-
tures by public programs for these products to arrive
at the total amount of expenditures for the nation.

Other Personal Health Care

Personat health care expenditures that do not clear-
ly fit into a category of spending, or that are for un-
known purposes, are aggregated here. For example,
ambulance and other transportation services reim-
bursed by the Medicare programs are called “other
personal heajth care.”

The only private expenditures in this category are
for the operation of industrial on-site health services.

Public expenditures aggregated here include
school health services, identified but unclassified ex-
penses such as the ambulance services noted above,
and public spending for which no service category
¢an be identitied. A substantial portion of the total is
for care provided in Federal units other than hospi-
tals, a residual amount that reflects the cost of run-
ning field and ship-board medical stations and mili-
tary outpatient facilities separate from hospitals.

Government Public Health Activities

The Federal portion of government public health
activities consists of outlays for the organization and
delivery of health services, the prevention and control
of health problems, and similar health activities ad-
ministered by various Federal agencles, chiefly within
the Department of Health and Human Services.

The State and local portion represents expenditures
of all State and local hesith departments, excluding
intergovernment payments to the States and tocalities
for public health activities. It excludes expenditures
of other State and local government departments for
air-pollution and water-pollution control, sanitation,
water supplies, and sewage treatment. The source of
thase data is Governmental Finances, an annual sta-
tistical serles of the Bureau of the Census, and the
periodic Census of Governments,

Program Administration and the Net Cost of
Insurance

The net ¢ost of insurance is the difference between
the eamed premiums or subscription income of prl-
vate health insurance organizations and claims or
benefit expenditures incurred (in the case of organiza-
tions that provide services directly, the expenditures
for providing such services). In other words, it is the
amount retained by health insurance organizations for
operating expenses, additions to reserves, and prof-
its. _
Administration expenses in the national health ac-
counts include nenpersonal health expenditures of
private charities for health education, lobbying, fund-
raising, etc. In addition, it includes administrative ex-
penses of the Medicare, Medicaid, Veterans Adminis-
tration, Department of Defense, Workers' Cornpansa-
tion, Indian Health Service, and Maternal and Child
Health programs.
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Medical Research

Expenditures for medical research include all
spending for biomedical research and research in the
delivery of health services by private organizations
and public agencies whose primary object is the ad-
vancement of human health. Also included are those
research expenditures made by other Federal agen-
cles. Research expenditures by drug and medical sup-
ply companies are excluded because they are includ-
ed in the producer price of the product.

The Federal amounts are derived from agency re-
ports. The amounts shown for State and local govern-
ments and private expenditures are based on pub-
lished estimates prepared by the National Institutes
of Health—primarily in the annual publication, Basic
Data Relating to the National Institutes ol Health.

Construction of Medical Facilities

Expenditures for construction are the “value put in
place” for hospitals, nursing homes, medical clinics,
and medical research facilities—but not for private of-
fice buildings providing office and laboratory facilities
for private practitioners. Also excluded are amounts
spent for construction of water-treatment or sewage-
treatment plants and Federal grants for these pur-
poses. The data for “value put in place” for construc-
tion of publicly and privately owned medical facilities
in each year are taken frem Department of Commerce
reports.

Government Program Expenditures

All expenditures for health care that are channeled
through any program established by public law are
treated as a public expenditure in these estimates.
For example, expenditures under workers’ compensa-
tion programs are included with government expendi-
tures, even though they involve benefits paid by pri-
vate insurers from premiums that have been collected
from private sources.

In order to be Included, the primary focus of a pro-
gram must be on the provision of care or the treat-
ment of disease: nutrition and antipollution programs
are not included. For example, a Department of Agri-
culture grant program, the Women, Infants and Chil-
dren (WIC) program, provided $300 million to suppie-
ment the diets of certain low-income beneficiaries in
fiscal year 1981. WIC (along with “Meals on Wheels”
and stmilar programs) is not included in the National
Health Accounts, because it is a nutrition program
rather than a health service program.

Prem]ums paid by enrollees in the Medicare Sup-
plementary Medical insurance ("“Part B”) program,
$£3.4 billion in 1981, are reported as program outlays.
In 1981, an additional $334 million was spent by the
Medicaid program to purchase Medicare Part B cover-
age for eligible Medicald recipients. This “buy-in”

amount is reported both as Medicaid expenditure and
as Medicare expenditure.

Federal Expenditures

Federal program expenditures are based in part on
data reported to the Qffice of Management and Bud-
get by the various Federal agencies as part of the
Federal budget process.

Several significant differences exist in spending re-
ported in the Federal budget, however, because of
the conceptual framework on which the national
heaith expenditure series is based. Expenditures for
education and training of heaith professionals are ex-
cluded from national health expenditures. The majori-
ty of these expenditures comprise direct support of
health professional schoots and student assistance
through loans and scholarships. Payments by agen-
cies for health insurance for employees are included
with other private health insurance expenditures, rath-
er than as government expenditure,

Cutlays of Federal programs by the type of health
care provided are based on information obtained from
the agency that administers a specific program.

State and Local Expenditure

In general, all spending by State and local govern-
ment units for health care that is not reimbursed by
the Federal government through benefit payments or
grants-in-aid, nor by patients or their agents, is treat-
ed as State and local expenditures; State and local
spending is net of Federal reimbursements and
grants-in-ald for various programs. The amounts re-
ceived from the Federal government as revenue shar-
ing funds and used for health programs are not de-
ducted from State spending because there is not ade-
quate information to make this adjustment, During
the fiscal year 1978, States used $759 million in reve-
nue sharing funds for health care purposes, much of
which is reflected in “government public health activi-
tles.,”

As with Federal expenditures, payments for em-
ployee health insurance by State and local govern-
ments as employers are included under private health
insurance expenditures.

Private Health Insurance

Estimates of the amount of health care expendi-
tures financed by private health insurance are derived
from the data series on the financlal experience of
private health insurance organizations compiled and
analyzed by the Health Care Financing Administration
(Carroll and Arnett, 1981).
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Price Indexes for Personal Health Care
Expenditures

We mentioned earlier that a large part of the in-
crease in health expenditures is attributabte to price
inflation. To quantify that statement, it Is necessary
to construct a measure of inflation of medical prices.

We call the measure used in this article the “per-
sonal health care expenditure fixed-weight price in-
dex,” an accurate—if wordy—title. The index is a
market-basket, or Laspeyres, index with 1977 as its
base year. To a price index for each commodity or
service is attached a weight proportionate to pur-
chases of the commaodity or service in 1977, The price
proxies used and the weights attached to each are
shown in Table D.

We consider this index to be a better measure of
inflation than are its two main substitutes. The
medical-care component of the CPI places less
weight on institutional care than is warranted by ex-
penditures, because of its emphagis on consumer
payments as the criterion of importance. Similarly,
the medical-care component of the personal con:
sumption expenditures fixed-weight price index (ltself
a component of the GNP fixed-weight price index)

fails to include spending by Medicaid and other pub-
lic programs when the price weights are determined,
and Includes a piece for the net cost of health insur-
ance,

Although the purpose of the index is for use as a
measure of output prices, we have used input-price
indexes to approximate inflation of institutional-care
prices. The choice was dictated by the lack of alterna-
tives: no single CPI component has measured hospl-
tal prices fully, consistently, and over an extended pe-
riod of time; and no index of nurging home output
prices exists. To the extent that an institution uses an
across-the-board markup and passes price increases
through to patients, input-price index movement witl
equal that of the unobtainable output-price index.

We have not yet calculated a price index for all of
national health expenditures because of the concep-
tual difficulty posed by the net cost of health insur-
ance. No good machanism exists for deflating profits;
the hest technique, deflating benefits and deriving
“rgal” premiums through application of the base-year
loss ratio, is tremendously sensitive to the choice of
base year. Pending a satisfactory solution to the prob-
tem of deflating the profit part of net cost, we have
defarred calculation of a price Index for national
health expenditures,

TABLED
Derivation of the Personal Health Care Expenditure Fixed-Welght Price Index

Commodity/Service Price Proxy Woeight?

All Personal Health Care - 100.0
Hospital Care National Hospitai

Input Price Index 456
Physicians’ Services CPI', Physicians’ Services 21.4
Dentists’ Services CPI', Dental Services 741
Other Professional Services CPI', Professional Services 24
Drugs and Medical Sundries CPl', Medical Care

Commodities 9.5
Eyeglasses and Appliances Weighted Average of CPI",

Other Professional Services

and CPI', Eyeglasses 25
Nursing Home Care National Nursing Home

input Price Index 8.9
Other Care CPI*, Medical Care 2.7

'Consumer Price Index for ail urban consumers, Bureau of
Labor Statistics {U.S. Labor Department). Indexes are scaled

80 that the 1977 value ig 100.0.
Rounded.
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TABLE 1
Aggregate and per Capita National Health Expanditures by Source of Funds and Percent of Gross National Product

Selected Calendar Years, 1929-1981

Mational Health Expenditures
{billions)
As a Percentage of the GNP

Sources of Funds:
Privaie Expenditures
Publlc Expenditures
Federal Expenditures
State/Local Expenditures

Per Capita Expendilures’
Sources of Funds:
Private Expenditures
Public Expenditures
Federal Expenditures
State/Local Expenditures

Parcentage Distribution of Funds
Private Funds
Public Funds
Federal Funds
State/Local Funds

Addenda:
Gross National Product
{billions)
Population {millions)

Annualized Parcentage Changes
National Health Expenditures
Private Expenditures
Public Expenditures
Faderal Expenditures
State/l.ocal Expenditures
Gross National Product
Population

1980

1972

1979 1978 1977 1978 1975 1974 1973 1971

$286.6 $240.0 $215.0 $189.3 $169.2 $149.7 $182.7 $116.4 $103.2 $93.5 $83.3
98 95 89 8.8 8.8 8.7 8.6 8.1 78 7.9 7.7
164.1 1436 124.4 100.8 9.1 88.7 76.5 89.3 63.9 58.1 516
1225 105.4 20.6 79.5 70.1 62.9 56.2 471 39.3 35.4 317
839 14 81.0 53.9 47.4 426 371 30.4 252 229 203
386 34.3 295 287 227 20.4 19.1 16.7 141 125 13
1225 1078 938 836 755 674 604 535 4ams 438 304
701 820 543 485 442 391 348 318 296 272 244
524 455 395 351 313 284 255 216 182 166 150
359 307 266 238 211 192 169 140 "7 107 98
165 148 129 13 101 92 87 I 65 59 54
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
57.3 57.7 679 58.0 50.6 7.8 57.7 59.5 619 82.1 820
427 423 42.1 420 41.4 42.1 423 405 38,1 37.9 38,0
292 285 28.4 28.4 23.0 285 27.9 26.2 244 24.5 24.4
135 138 137 13.6 134 136 14.4 14.3 13.7 13.4 138
20265 2626.1 24139 2156.1 1918.0 17180 1549.2 14342 1326.4 1185.9 1077.6
234.0 217 229.1 206.6 224.2 222.0 2199 2177 2157 2156 2.3
15.1 158 135 19 13.1 128 14.0 128 10.3 123 115
14.3 15,4 133 10.7 143 13.3 105 8.4 10.0 125 10.1
16.2 16.4 139 13.4 11.4 120 192 19.9 10.9 119 139
18.0 16.5 13.3 136 114 14.8 21.8 209 10.0 126 150
125 16.2 15.0 13.1 11.5 66 146 18.2 12.4 106 120
11.4 8.8 120 124 1.6 109 80 8.1 1.8 10.1 86
10 1 11 1.1 1.0 10 10 9 10 1.1 13

See lootnotes at end of table.

{continued)
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TABLE 1 (continued)
Aggregate and per Capita National Health Expenditures by Source of Funds and Percent of Gross National Product

Seotecied Calendar Yoars 1929-1981
1970 1969 1968 1967 1966 1965 1960 1955 1950 1940 1929
National Health Expenditures $74.7 $65.6 $58.2 $51.3 $46.1 $41.7 $26.9 $17.7 $27 $4.0 $36
{billions)
As a Percentage of the GNP 7.5 B £ 6.7 8.4 6.1 6.0 53 4.4 4.4 4.0 35
Sourcas of funds: i
Private Expenditures 46.9 40.7 36.1 32.3 325 310 203 13.2 9.2 3.2 iz
Public Expendltures 278 249 22.1 198.0 136 10.8 6.6 4.6 3.4 8 5
Federal Expenditures 17.7 16.1 14,1 11.9 7.4 55 3.0 2.0 18 nia na
State/Local Expenditures 10.1 8.8 8.0 71 6.1 5.3 s 26 18 nia na
Per Capita Expenditures® 358 318 285 254 2% n 148 105 82 30 29
Sources of Funds:
Private Exponditures 225 197 176 160 163 156 110 78 80 24 25
Public Expanditures 133 11 108 94 68 55 36 Fig 22 6 4
Federal Expendituras 85 78 69 5% a7 28 16 12 10 Q 1]
Statel/Local Expenditures 49 43 <) as N 27 20 15 12 [ 4
Parcentage Distribution of Funds 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Private Funds 62.8 62.0 62.0 63.0 70.6 741 - 753 74.3 728 97 864
Public Funds 37.2 38.0 38.0 370 20.4 259 247 257 27.2 20.3 136
Faderal Funds 236 246 243 233 16.1 13.3 1.2 1.3 128 n/a nfa
State/l.ocal Funds 13.6 13.4 13,7 13.7 13.3 126 135 144 14.4 na na
Addenda:
Gross National Product 992.7 944.0 8734 700.6 756.0 691.0
{billions) 506.5 400.0 2865 1000 103.4
Population {millions} 208.6 206.4 2044 202.3 2001 197.9
183.8 166.4 1547 134.6 123.7
Annuallzed Percentage Changes
National Health Expenditures 13.8 128 134 M3 10.4 9.2 8.7 7.0 12.2 B nfa
Private Expenditures 15.1 129 1"s -.6 5.1 8.8 90 1.4 1.2 A na
Public Expenditures 1.8 12.7 185 3.7 257 10.2 78 58 155 46 wa
Federal Expenditures 9.8 14.0 18.4 80.1 4.5 12.9 85 4.3 a nia nia
State/Local Expendltures 147 105 133 15.0 165 7.8 7.2 7.0 nfa nla nfa
Gross National Product 5.2 8.4 9.2 58 94 6.4 4.8 6.9 111 -3 na
Population 1.1 1.0 1.0 11 1.1 1.5 1.8 1.7 1.4 8 nfa
'Basad on mid-year population estimales including oullylng tervitories, ammed f , and Federal employ and their dapendent

néa Date not available.
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TABLE 2
National Health Expenditures by Type of Expenditure, Selected Years 1929-1981
(amounts in billions of dollars)
1981 1980 1979 1978 1977 1976 1976 1974 1973 1972 1971
Total 2866 248.0 2150 189.3 169.2 149.7 132.7 116.4 103.2 83.5 B33
Health Services and Supplies 273.5 2371 204.5 1795 180.1 1408 1243 108.9 96.3 86.9 772
Persanal Health Care 256.0 2194 158.9 166.7 148.7 131.8 1168 101.0 88.7 80.2 720
Hospital Care 118.0 100.4 8.1 5.7 67.8 599 52.1 448 8.7 34.9 308
Physiclans’ Services 54.8 46.8 40.2 35.8 319 276 249 212 19.1 17.2 159
Dentisis’ Services 17.3 154 133 1.8 105 9.4 8.2 7.4 6.5 5.6 51
Other Protasslonal Services 6.4 56 4.7 4.1 3.6 3.2 26 2.2 20 18 16
Drugs and Medical Sundries 214 193 17.2 15.4 14.1 13.0 "9 1.0 10.1 8.3 86
Eyeglasses and Appliances 5.7 5.1 46 41 3.7 3.4 3.2 28 25 2.3 20
Nursing-Home Gare 24.2 206 176 15.2 13.2 1.4 101 8.5 71 6.5 56
Other Health Services 7.2 8.0 5.1 45 4.1 38 a7 31 2.7 26 23
Program Administration and Net
Coast of Insurance 1.2 10.7 9.3 1.5 7.1 50 44 §2 5.4 47 3.4
Government Public Health
Activities 73 7.0 6.2 53 4.3 a8 3.2 27 22 2.0 1.8
Research and Construction of
Medical Facilitles 131 1.8 105 9.8 9.2 20 84 75 8.8 6.6 6.1
Research’ 5.7 53 4.8 4.4 39 37 33 2.8 25 24 21
Construction 75 65 5.7 5.3 53 53 5.1 47 43 42 4.0
1970 1969 1968 1987 1966 1865 1960 1956 1950 1940 1920
Total 747 85.6 58.2 51.3 48,1 .7 269 17.7 127 4.0 38
252 16.9 1.7 3.9 34
Health Sarvices and Supplies 69.3 60.8 54.0 475 42.4 8.2 23.7 15.7 10.9 as 3.2
Personal Health Care 65.1 56.9 50.2 44.4 396 5.8 9.1 5.9 39 1.0 7
Hospital Care 27.8 241 210 18.3 15.7 139 5.7 3.7 27 1.0 1.0
Physiclans' Services 143 126 11 10.1 9.2 85 20 t.5 1.0 4 5
Dentists’ Services 4.7 42 37 34 3.0 28 9 B 4 .2 A
Qther Professional Services 16 15 14 13 1.2 1.0 3.7 2.4 1.7 B 6
Drugs and Medlcal Sundries 8.0 71 6.4 58 6.5 5.2 B 8 5 2 A
Eyegiasses and Appllances 1.9 1.7 1.5 1.3 13 1.2 5 3 2 — —
Nursing-Home Cara 4.7 38 3.4 28 2.4 21 1.1 T 5 .1 a
Othsr Health Services 21 1.9 1.7 1.6 15 1.1
Progrem Administration and Met 11 8 5 2 A
Costof Insvrance 27 27 28 2.2 290 1.7 ‘
Government Public Health : . A 4 4 2 A
Activities 1.4 1.2 1.0 B I B B
Research and Construction of ) 1.7 9 1.0 A 2
Medicat Facilitles 5.4 48 41 a8 a7 35 T 2 A - -
Research’ 2.0 1.9 19 1.8 1.6 15 1.0 7 8 i 2
Construction 34 29 2.2 2.1 21 : 20
'Resawrch and development sxpenditures of drug companies and othar manufaciurers and providers ot medical equipment and supplies are aucluded from | h axpenditores,” but

are included in the expenditure class in which the product falls.



TABLE3
National Health Expanditures by Type of Expenditure and Source of Funds, 1978-1981
{amounts in billions of dollars)

Private
Consumer Public
Patienm\ Health State &
Type of Expenditure Toval Total Total Direct Insurance Other' Toral Federal Local
1891
Total 286.6 164.1 154.9 81.7 732 9.2 1225 839 386
Health Services and Supplies 2735 159.0 154.9 81.7 73.2 4.0 1145 78.4 36.1
Personal Health Cars 256.0 152. 148.5 81.7 66.8 as 1029 748 28.3
Hospital Care 1918.0 539 521 128 9.4 1.7 64.1 48.7 15.4
Physicians’ Services 54.8 39.8 3g.e 208 19.0 - 15.0 118 a3
Dentists’ Sarvices 17.3 16.6 166 123 4.3 - 7 4 3
Other Professional Services 6.4 5.0 49 ag 11 A 1.4 1.1 3
Drugs and Medical Sundries 214 19.5 18.5 17.1 24 - 1.9 1.0 9
Eyaglasses and Appliances a7 5.t 5.1 4.7 3 - 7 K] 1
Nursing-Home Care 24,2 106 105 10.3 2 A 13.6 75 6.1
Other Haalth Services 7.2 1.6 - - — 16 56 3.8 1.8
Program Administration and Net
GCost of Insurance 1.2 6.9 6.4 - 8. 5 4.3 25 18
Government Public Health Activilies 7.3 -_ - -~ —_ - 7.3 1.3 8.0
Research, and Construction of Medicat
Facilities 13.1 5.1 —_ — — 51 80 5.5 26
Research? 5.7 3 - - - 3 5.3 48 5
Construction 75 438 - -— 48 27 7 21
1980
Total 249.0 1436 135.7 721 536 7.8 105.4 711 343
Health Services and Supplies 2371 139.3 135.7 721 836 a6 87.9 66.0 319
Personal Health Care 2194 132.2 1281 723 57.0 a1 B7.2 82.7 245
Hospital Care - 100.4 46.1 446 109 17 1.5 54.3 1.1 13.2
Physicians’ Services 46.8 34.3 343 17.8 16.5 - 125 9.5 an
Dentists’ Services 154 14.8 148 1.2 36 - 8 3 3
Other Prefossional Services 56 4.2 42 33 9 A 1.4 1.0 A4
Drugs and Medical Sundries 19.3 1.7 17.7 15.7 2.0 - 17 8 8
Eyeglasses and Appliances 5.1 46 4.6 43 3 - 5 5 R
Hursing-Home Care 206 9.1 9.0 88 2 A 1.5 62 53
Other Health Services 6.0 1.4 —_ _ —_ 1.4 46 32 14
Program Administration and Net
Cost of Insurance 10.7 71 6. - 6. A 3.7 20 1.7
Government Public Health Activities 7.0 - - - - -— 70 13 57
Research, and Construction of Medical
Facilities 11.8 4.3 —_ —_ 43 7.5 51 24
Resaarch? 53 3 - — — 3 5.0 4.5 5
Construction 65 4.0 - - — 4.0 2.5 8 2.0
1979
Total 215.0 124.4 177 é1.8 559 8.7 906 61.0 203
Health Services and Supplies 204.5 12086 1177 61.8 556.9 30 83.8 56.5 74
Personal Health Care 188.9 1146 112.0 51.8 50.2 26 743 533 2.0
Hospital Care - 86.1 398 3a.7 8.5 an.1 1.2 48.3 M8 1m5
Physicians’ Services 40.2 205 205 15.0 14.6 - 10.7 BA 26
Dentists’ Services 13.3 12.8 128 99 2.9 - 5 3 2
Cther Profassional Services 4.7 s a5 28 T - 1.2 9 3
Drugs and Medical Sundries 17.2 158 15.8 14.2 1.6 - 1.4 7 7
Eyoglasses and Appliances 4.6 4.2 4.2 4.0 2 - 4 A A
Nursing-Home Care 176 7.7 76 7.4 A A 29 35 44
Other Health Services 5.1 1.3 - —_ —_ 1.3 38 2.7 1.2
Program Administration and Net
Cost of Insurance 93 6.0 5. — 57 3 33 1.9 1.3
Government Public Health Activities 6.2 - - - —_ — 6.2 1.2 5.0
Research, and Construction of Medical
© Facilities 105 38 - — - 38 8.7 46 22
Rassarch? 438 3 —_ - — 3 45 40 4
Construction 5.7 35 - - 35 23 5 1.7
'Spendi g by phil hropic or it , industrial in-plant haalth services and privatety tinanced construction,
R h and davelop expendltures of drug companies and glher manufacturers and providers of medical equipment ard supplies
are excluded from "research expenditures,” but are in¢luwded in the expendilure class in which the product talls.
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TABLE 4
Aggregate and per Capita Amount and Percentage Distribution of Personal Health Care Expenditures,' by
Source of Funds, Selected Years, 1929-1981

Al Third Partles
Private Public
Patient
Direct Health State and
Year Tolal Paymentis Total Insurance Other Total Federal Local
Amount {in billions)
1929 $ 32 $28 $ 4 $ $.1 $ 3 $ 1 $ 2
1935 2.7 22 5 : A 4 A 3
1940 35 29 T ? A 8 1 A4
1850 10.9 71 a8 k] 3 2.4 11 1.3
1955 15.7 9.1 66 25 4 3.6 1.8 20
1960 23.7 13.0 10.7 50 5 5.2 2.2 3.0
1985 35.8 185 17.2 a7 8 1.7 36 41
1966 9.6 19.5 201 a1 8 10.1 53 49
1967 44.4 18.8 255 9.6 B 15.1 a5 56
1968 50.2 20.5 296 11.0 9 17 114 8.4
1969 56.9 229 340 13.0 9 201 13.2 7.0
1970 €5.1 260 %1 15.6 1.0 225 145 7.9
1971 720 27.8 44.2 17.3 1.2 256 16.8 838
1972 B0.2 3.0 49.2 1941 1.3 28.8 8.9 9.9
1973 88.7 34.2 54.5 211 1.3 320 211 "o
1974 1010 364 64.6 245 1.5 386 258 128
1975 116.8 9.0 e 301 1.6 451 314 4.7
1976 131.8 43,0 88.8 355 18 .5 36.1 15.4
1977 148.7 48.7 100.0 40.0 21 57.9 41.0 16.9
1978 166.7 541 1286 45.0 22 65.3 45.4 18.9
1979 188.3 61.8 1271 50.2 26 74.3 53.3 20
1980 2194 721 147.3 57.0 a1 87.2 62.7 245
1981 255.0 81.7 173.2 £6.8 35 102.9 74.6 28.3
per Capita Amount?®
18209 $ 26 $ 23 $ 3 $ 0 $1 $ 2 $ 1 $ 2
1935 21 17 4 0 1 k| 1 2
1040 26 2 5 0 1 4 1 3
1950 70 45 24 6 2 16 7 8
1955 83 54 39 15 3 21 10 12
1960 129 71 58 27 3 28 12 16
1965 1 94 87 44 4 39 18 21
1966 198 97 100 46 4 51 6 24
1967 219 23 126 48 4 75 47 28
1968 246 100 145 54 4 ar 56 k1]
1969 276 m 165 63 4 ] 64 34
1970 312 125 188 75 5 108 70 38
1971 N 132 209 82 6 121 79 42
1972 376 145 230 89 ] 135 89 46
1973 a1 159 253 98 & 149 a8 i}
1974 484 167 297 112 7 177 118 58
1975 531 177 354 137 7 210 143 &7
1976 594 194 400 160 8 232 163 69
1977 663 217 146 178 8 258 183 75
1978 736 239 497 199 10 288 205 84
1979 825 270 5585 219 11 324 233 92
1980 947 n 636 246 13 ars 2 106
1981 1090 349 740 285 5 440 319 121
Percentage Distribution

1929 100.0 88.4 1186 2 26 9.0 2.7 6.3
1935 1000 824 17.6 : 2.8 14.7 3.4 1.3
1940 100.0 81.3 18.7 ? 26 16.1 41 120
1950 100.0 65.5 345 9.1 29 22.4 10.4 120
1955 100.0 58.1 M9 16.1 28 23.0 10.5 125
1960 100.0 54.9 451 211 23 218 8.3 12.5
1965 100.0 51.8 48.2 244 22 216 101 11.4
1966 100.0 492 50.8 23.0 21 257 13.3 12.4
1967 100.0 425 57.5 2.7 1.8 .0 21.4 126
1968 100.0 40.9 59.1 219 1.8 B4 227 127
1969 100.0 40.2 59.8 228 16 35.4 231 123
1970 100.0 399 §0.1 240 16 s 22.3 12.2
1971 100.0 3B6 614 241 1.7 356 23.3 123
1972 100.0 386 61.4 23.8 1.6 36.0 236 12.4
1973 100.0 8.6 61.4 238 1.5 36.1 238 124
1974 1000 361 63.9 242 15 a2 255 12.7
1975 100.0 334 86.6 258 1.4 385 26.9 126
1976 100.0 32.6 67.4 269 1.4 391 27.4 "7
1977 100.0 328 67.2 26.9 14 389 27.6 114
1978 100.9 325 67.5 2v.0 1.3 39.2 278 1.4
1879 100.0 2.7 67.3 26.6 1.4 03 28.2 1
1980 100.0 329 67.1 26.0 1.4 3907 8.6 1.2

1981 160.0 a2 67.9 26.2 14 40.4 28.3 11

‘Basad on mid-year population estimates including oullying territories, armed forces, and faderal employees o and their depend ants.

*included with direct payments: separate dala not available.
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TABLES
Aggregate and per Capita Amount and Perceniage Distribution of Personal Health Care Expanditures,' by
Source of Funds, Selected Years 1950-1981

All Third Partias
Private Public
Patient
Direct Health State and

Year Total Payments Total Insurance Other Total Federal Local

Hospital Care: Amount {in Billions} -
1950 § 39 12 $ 27 $ 7 $ .1 $19 % nia $ n/a
1956 59 1.3 4.6 1.7 2 27 n'a na
1960 .1 18 7.3 33 2 38 n/a na
1965 13.9 24 11.5 58 3 5.4 24 30
1966 15.7 25 13.2 6.0 3 6.9 35 34
1987 18.3 1.8 16.4 6.2 3 0.0 6.3 a7
1968 21.0 21 18.9 71 3 1.5 7.3 41
1969 241 24 216 B3 3 1341 8.5 4.5
1970 27.8 28 250 99 4 147 95 52
1971 0.8 28 28.0 1.1 5 16.5 10.9 5.6
1972 349 38 A 120 5 18.8 12.4 6.2
1973 38.7 4.6 W] 13.0 5 205 137 6.8
1974 44.8 4.7 401 14.9 i) 248 16.8 18
1075 521 43 479 18, & 28.8 203 8.6
1976 59.9 50 549 21.6 7 32.7 238 8.8
197 57.8 6.3 61.5 239 9 36.8 272 9.6
1978 75.7 8.5 69.2 271 g 41.2 306 10.6
1979 88.1 85 77.6 30.1 1.2 46.3 348 11.5
1980 100.4 10.9 89.5 e 4 15 54.3 411 13.2
1981 118.0 128 105.2 9.4 1.7 64.1 44.7 15.4

Hospital Care: per Capita Amount'
1950 $ 25 $7 $ 17 $ 4 $ $ 12 $ nia $n/a
1955 35 a 27 10 1 16 nia na
1960 49 10 49 148 1 20 nia na
1965 70 12 58 29 2 27 12 15
1966 76 12 66 30 2 a5 18 17
1967 90 9 81 30 1 49 2 18
1968 103 10 92 35 2 56 36 20
1969 117 12 105 40 1 63 41 v d
1970 133 13 120 48 2 70 46 25
1971 146 13 133 82 2 78 51 26
1972 164 18 146 56 2 87 58 20
1973 179 21 158 81 2 95 64 a1
1974 206 2 184 68 3 13 77 a6
1975 237 19 218 84 3 131 92 ab
1978 270 22 247 ar 3 147 107 40
1977 302 28 274 106 4 164 i1 43
1978 334 29 305 120 4 182 135 47
1979 376 37 339 132 5 202 152 50
1980 433 47 386 145 6 224 177 57
1981 504 54 450 168 7 274 208 66

Houpilal Care: Parcentage Distribution
1950 100.0 209 70.1 17.7 35 48.9 nfa nia
1956 100.0 223 777 285 3.0 . 462 a na
1960 100.0 19.8 B80.2 36.3 2.5 a3 nia nia
1965 100.0 172 828 9.8 2.2 389 17.5 21.3
1966 100.0 156 84.4 382 20 44.2 226 1.7
1967 100.0 10.0 90.0 33.7 15 54.8 34.4 203
1968 100.0 10,0 90.0 33.9 1.5 54.6 349 19.7
1969 100.0 10.0 20,0 M5 1.2 54,3 355 18.8
1970 100.0 10.0 90.0 a8 14 52.9 4.3 18.6
1971 100.0 9.2 90.8 B9 16 53.4 35.2 18.2
1872 100.0 109 89.1 343 14 533 35.5 17.8
1973 100.0 119 84.1 Ex ) 1.3 53.0 355 175
1974 100.0 10.4 89.6 33.3 14 54.9 375 17.3
1975 100.0 8.2 1.8 35.4 11 55.3 28.9 16.4
1976 100.0 8.3 91.7 36.0 11 546 308 147
1977 100.0 9.3 90.7 6.2 1.3 54.3 40,1 14.2
1978 100.0 86 91.4 35.8 1.2 54.4 40.4 14.0
1979 100.0 9.9 2901 m0 1.3 538 40.4 13.4
1980 100.0 109 89.1 a3is 1.5 54.1 409 131
1681 100.0 10.8 89.2 334 1.5 543 "3 131

Sew foninotes at end of 1ables, {continued)
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TABLE 5 (Continued)

Aggregate and per Capiis Amount and Percentage Distribution of Personal Health Care Expenditures,' by

Source of Funds, Selected Years 1950-1981

All Third Parties
Private Public
Patient
Direct Health State and
_Year _Total Payments Total Insurance Other Total Federal cal
Phygiciansg' Services: Amount (in Billions)
1950 $27 $23 $ 5 $ 3 * $ 1 $nia $va
1955 a7 26 1.1 k] * 2 nia va
1860 57 a7 2.0 18 * K nfa nia
1965 a.5 5.2 33 27 * & 2 4
1966 9.2 6.5 3.7 28 * 8 a3 5
1967 0.1 8.1 5.0 30 . 2.0 1.4 7
1968 1.1 5.2 59 34 * 25 1.8 7
1968 12.6 59 6.8 4.0 * 28 2.0 7
1970 14.3 85 79 49 * 3.0 21 k]
191 15.9 71 88 53 " 3.5 2.5 1.0
1972 7.2 7.3 9.9 6.0 * 39 27 1.2
1973 19.1 B0 1.1 B.7 " 4.4 31 1.4
1974 1.2 BA 13.2 79 . 5.3 a7 1.6
1975 249 90 15.9 9.4 * 6.5 4.6 19
1976 276 a7 17.9 10.8 - 71 5.2 1.9
1977 e 1.4 20.5 12.4 - 8.0 5.9 21
1978 35.8 131 22.7 135 * 9.2 69 23
1979 40.2 15.0 253 146 * 10.7 81 2.6
1980 46.8 17.8 29.0 16.5 * 12.5 a5 n
1981 54.8 20.8 34.0 19.0 * 15. 1.6 3.3
Physicians' Services: per Capite Amount
1950 § 18 $15 $ 3 $2 $0 $1 $nia $n/a
1955 22 15 7 5 0 1 nia nfa
1980 N 20 1" -] 0 2 n/a na
1965 43 26 17 14 0 3 1 2
1966 46 27 18 14 0 4 2 3
1967 50 25 25 15 ¢ 10 7 3
1968 54 6 29 17 [ 12 9 4
1969 61 28 33 19 o] 13 10 4
1970 69 n 38 23 1] 14 10 4
1971 75 3 42 25 0 16 12 5
1972 80 34 46 28 0 18 13 5
1973 BB ar 5 3 0 20 14 6
1974 98 7 3] 36 0 24 17 7
1975 113 41 72 43 0 30 P4 9
1976 124 44 81 49 0 32 23 g
1977 142 k] 91 55 0 36 26 -]
1978 158 58 wo 60 0 41 30 10
1979 176 65 10 64 0 47 a5 11
1980 202 7 125 s 0 54 a 13
1981 234 8g 145 a1 0 64 L) 14
Physicians' Services: Percentage Distribution
1950 100.0 83.2 16.8 11.4 3 5.2 nia nia
1955 100.0 69.8 0.2 232 2 6.7 nla nfa
1960 100.0 65.4 .8 28.0 2 6.4 nia nia
1965 100.0 614 38.6 a7 A 6.9 13 5.1
1966 1000 59.9 401 30.8 1 9.3 34 59
1967 100.0 50.3 49.7 284 A 20.2 136 6.6
1968 100.0 470 53.0 30.4 A 225 15.8 6.7
1969 100.0 46.4 53.6 s A 219 16.2 58
1970 100.0 45.1 54.9 339 A1 209 14.9 8.0
1971 100.0 449 581 333 A 21.7 15.5 6.3
1972 100.0 424 57.6 348 A 22.8 16.0 6.7
1973 100.0 M8 58.2 34.9 A 23.2 16.0 71
1974 100.0 79 621 3ro A 25.0 176 7.4
1975 100.0 36.2 63.8 37.6 A 26.2 18.6 7.6
1976 100.0 350 649 391 A 258 18.8 1.0
1977 100.0 357 64.3 30.0 A 252 18.6 6.7
1978 100.0 3.6 63.4 v B 25.7 19.2 8.5
1979 100.0 .2 628 362 A 26.6 201 6.5
1980 100.0 38.0 82.0 352 A 26.7 20.4 6.4
1981 100.0 s 821 a7 A 273 213 6.0
See lootnotes at end of tables. {continusd)
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TABLE § (Continued)
Aggregate and per Capita Amount and Percentage Distribution of Personal Health Care Expenditures,’ by
Source of Funds, Selected Years 1950-1981

All Third Parties

Private Public
Patient
Direct Health State and
Year Total Payments Total Insurance Other Total Federal Local
Alt Other Personal Health Care®: Amount (in Billions)
1950 $ 43 $ 37 $ 6 $ ¢ $ .2 $ 4 $nia $nia
1955 6.1 5.2 k'] 3 2 6 nia nta
1960 8.9 7.5 1.4 A 3 1.0 nla na
1965 13.4 109 2.5 3 5 1.7 1.0 7
1966 14.7 "5 a2 3 Rl 24 1.4 1.0
1967 16,0 119 4.1 5 5 3.0 18 1.2
1963 181 13.2 4.9 B ) a8 23 1.5
1969 202 14.86 56 i L) 43 26 1.7
1870 231 16.8 6.3 8 B 48 2.9 19
1971 25.2 17.8 7.4 1.0 T 57 a4 2.2
1972 2.1 19.9 8.2 11 8 6.3 3.8 25
1973 09 216 9.3 1.4 B 71 4.3 29
1974 349 237 11.2 1.7 8 8.7 52 35
1975 9.7 257 14.0 2.3 1.0 10.8 8.5 4.3
1978 443 284 18.0 a1 1.1 "7 71 4.8
1977 431 34 18.0 a7 1.2 1341 79 5.2
1978 55.2 345 20,7 4.4 1.3 14.9 8.9 60
1979 626 38.3 24.3 55 1.4 17.4 10.4 6.9
1080 721 43.3 288 6.8 1.6 20.4 12.0 B3
1981 82.2 48.2 34.0 8.4 1.8 2348 14.3 9.5
All Other Personal Health Care® per Capita Amount'
1650 $ 28 § 24 $ 4 $ 3 $1 $3 $nfa $n/a
1985 36 N 8 3 1 4 nfa nia
1860 45 “ 8 1 2 ] nfa na
1965 63 55 12 1 2 g 5 4
1966 74 58 16 2 2 12 7 5
1967 79 59 20 2 3 15 9 &
1968 83 65 24 3 3 19 11 7
1969 98 Al 27 3 3 21 13 8
1970 m 80 <. H 4 3 23 14 9
1971 119 B4 35 5 4 27 16 "
1972 132 wn 38 5 4 30 18 12
1973 143 100 43 -] 4 33 20 13
1974 161 109 52 8 4 40 24 16
1975 181 17 B4 10 4 49 30 19
1976 200 128 72 14 5 53 a2 2
1977 219 139 80 17 5 58 35 23
1978 243 152 =1 20 [ 68 39 27
1979 273 167 106 24 ] 76 48 3o
1980 mnm 187 124 a0 7 88 52 k-
1981 51 206 145 3 8 102 &1 41
All Other Personal Health Cars*: Percentage Distribution

1950 100.0 £86.2 138 : 4.2 9.5 na nfa
1955 100.0 B85.6 14.4 2 4.1 10.3 nfa nfa
1960 100.0 839 16.1 11 3.3 116 na nfa
1965 100.0 816 18.4 1.9 3.5 13.0 7.8 5.2
1966 100.0 78.4 218 22 3.4 16.1 9.6 6.5
1967 100.0 746 254 3.1 3.3 191 1.4 7.7
1968 100.0 731 26.9 28 3.1 210 128 8.3
1969 100.0 723 27.7 3.4 3.0 214 128 8.5
1970 100.0 728 1.2 3.6 28 20.8 125 8.3
iy 100.0 70.7 20.3 39 29 225 137 8.8
1972 100.0 70.8 20.2 4.0 23 225 13.5 a0
1973 100.0 69.9 30.% 4.5 2.6 231 13.8 8.2
1974 100.0 67.8 32.2 4.8 25 24.8 149 99
1975 100.0 64.7 35.3 57 2.8 271 16.4 10.7
1976 100.0 64,0 3%.0 71 25 26.5 18.1 10.4
1977 100.0 63.3 6.7 76 25 26.7 16.1 10.6
1978 100.0 62,6 374 8.0 24 0 16.1 10.9
1979 100.0 1.2 3B.8 4.8 23 77 16.7 1.0
1980 100.0 601 39.9 a5 2.2 28.2 16.7 1.6
1981 100.0 58.7 41.3 10.2 22 200 17.4 11.6

'Based on mid-year populalion asti ingluding outlying ierritories, armed forces, and federal employeses overseas and their depend-

ents,

Dentists’ services, other professienal services, drugs and medical sundries, eyegtasses and appliances, nursing home cara, and other pere
sonal health care.

Anciuded with dirsc) pay parate data not available.

nla Data not available.

* Less than $100 million,
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TABLES
Personal Health Care Expenditures by Selected Third-Party Payers and Type of Expenditure, 1979-1981

{amounts in billions)
Phy- Den-
Per- Hos-  sicians’ tists’ Prof.
sonal pital Sery-  Serv-  Serv- Nursing
Source of Payment Care Care ices ices ices Drugs Glasses Homes OQther
1981
Total $2550 $118.0 $54.8 $17.3 $64 8214 § 57 $24.2 $ 7.2
Patient Diract Paymenis 81.7 12.8 20.8 123 3.8 171 4.7 10.3 -
Third-Party Payments 173.2 106.2 34,0 5.0 26 43 1.0 139 7.2
Private Health Insurance 66.8 39.4 19.0 4.3 1.1 2.4 3 2 —
Philanthropy and Industrial
In-Plant a5 1.7 — — A - - A 1.6
Government 102.9 64.1 15.0 7 1.4 1.9 7 13.6 5.6
Federal 746 48.7 116 4 1.1 1.0 B 75 38
Medicare’ 435 M4 96 - A - 5 A 6
Medicaid?* 16.4 5.9 1.5 ) 2 9 - 66 9
Other 14.7 1.3 5 A A - A 4 23
State and Local 28.3 15.4 33 3 3 9 1 6.1 18
Medicaid? 13.3 4.8 1.2 3 A 7 —_ 54 i
Other 15.0 10.7 21 - 2 2 N 7 1.0
1980
Total 219.4 100.4 46.8 15.4 56 19.3 5.1 20.6 6.0
Patient Direct Payments 721 10.9 178 11.2 33 15.7 4.3 8.8 —
Third-Party Payments 147.3 89.5 29.0 42 23 386 8 11.8 6.0
Private Health Insurance 57.0 337 16.5 36 9 20 3 2 -
Philanthropy and Industrial
in-Plant KR 1.5 - — A - — A 1.4
Government gr.2 54.3 1256 & 1.4 1.6 5 1.5 4.6
Federal 62.7 4.1 9.5 3 1.0 8 5 6.2 3.2
Medicare’ 357 26.0 7.8 — 7 - 4 4 i}
Medicaid? 13.8 5.1 13 3 3 B8 - 55 B
Other 13.2 101 4 A —_ —_ 1 4 21
State and Local 245 13.2 a0 3 4 8 A £3 1.4
Medicaid* 1.8 4.3 1.1 2 2 7 — 4.7 5
Other 12.7 8.8 18 - 2 2 A T 9
1979
Total 188.9 86.1 40.2 133 4.7 17.2 46 176 51
Patient Direct Payments 61.8 85 15.0 9.9 28 142 4.0 7.4 -
Third-Party Payments 1274 776 283 34 2.0 30 6 10.1 5.1
Private Health Insurance 50.2 301 14.6 29 g 1.6 2 A —
Philanthropy and industrial
In-Plant 26 1.2 — — — - —_ A 1.3
Government 743 46.3 10.7 5 1. 14 A4 9.9 a8
Federal 53.3 348 8.4 3 9 N 4 55 27
Medicare’ 293 212 6.5 - B - 3 4 A
Medicaid? 12.2 4.5 1.2 3 3 N — 4.8 4
Other 1.8 9.0 A R — - A 3 1.8
State and Local 21.0 11.5 26 2 3 7 A 4.4 1.2
Medicaid? 9.5 a5 1.0 2 2 5 — 38 3
Other 1.5 8.0 1.7 — A 2 A 6 8

'Represents total expenditures Irom trust funds for benefits. Trusi fund income includes premium paymenis paid by or on

behalf of enrollees.

!Includes funds paid into medicare trust funds by States under “buy-in" agreements to cover premiums for public assist-
ance recipients and for persons who are medically indigent.
*Based on mid-year population estimates including outlying terrilories, armed forces, and federal employees overseas and

their dependents.
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TABLE?

Expenditures for Health Services and Supplies Under Public Programs

by Program, Type of Expe;géltun, and Source of Funds
1

Haalth Services and Supplies

Parsonal Health Care

Other
Pro- Drugs
fes- and Eye- Other  Admin-
Phy- Den- sion- Medi-  glasses  Nurs- Per- istra-  Public
Hos-  siclans'  tists’ al cal and ing sonal tive Heaith
pitai Sery- Serv. Serv- Sun-  Appli- Home Health Expen- Activi
Program Area Toetal Total Care ices iges ices dries ances  Care Care ses ties
Amount {in Billions)
Total Health Services and Supplies $273.5 $255.0 $118.0 §$54.8 3173 $6.4  $214 $5.7 $24.2 7.2 $11.2 $7.3
Adl Public Programs 1145 1029 64.1 15.0 7 14 19 7 136 586 43 73
Total Federal Expenditures 78.4 74.6 48.7 116 4 1.1 10 ) 75 3.8 25 1.3
Total State and Local Expenditure 36.1 28.3 15.4 3.3 3 3 9 1 6.1 18 18 6.0
Medicare' {Federal) 44.8 435 31.4 96 - B - 5 4 6 1.3 -
Medicaid® N3 207 10.7 28 S 3 1.7 - 120 1.7 1.6 -
Federal Expenditures 175 16.4 58 1.5 3 2 9 - 66 9 1.1 -
State and Local Expenditures 138 13.3 48 1.2 3 A 7 - 5.4 g 5 -
Other Public Assistance Payments
for Medical Care 1.8 18 ¥ 2 - - A — T A -
Federal —_ —_ - - - - — - - - - —_
State and Local 1.8 18 7. 2 - — B — 3 A
Veterans’ Medical Care 6.7 66 6.5 A A - - A 4 5 1 -
Dapartmant of Defense? 50 5.0 4.1 A — — - - - T —_ —_
Workers Compensation 5.7 4.4 2.2 19 - A A A - 13 -
Federal Employees 2 2 A - - — - - — — — —_
State and Local Programs 546 43 21 1.8 - A A A - - 13 -
State and Local Hospitals* 1.7 7.7 7.7 - — — - - - - -_— -
Othar Public Expenditures for
Personal Health Care® 4.2 42 1.7 3 - A - A 20 1 -
Federal 3.0 3.0 16 2 - - - - - 11 - -
State and Local 1.2 1.2 A A — - - 9 —_
Government Public Health Activities 7.3 - - - - - — - 7.3
Federal 1.3 - — - - - - - - - - 1.3
State and Local 6.0 - —_ - - — - 8.0
Addenda: Medicare and Medicaid 75.7 728 421 124 8 1.2 1.7 5 12.4 2.0 2.9 —
Ses footnotes at and of tables.
{continued)
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TABLE 7 {continued)

Expenditures for Health Services and Supplies Under Public Programs

by Program, Type of Expenditure, and Source of Funds
1980

Health Services and Supplies

Personal Health Care

Other
Pro- Drugs
fes- and Evye- Other  Admin-
Phy- Den- sion- Medi- glasses  Nurs- Per- istra-  Public
Hos-  sicians’  tists’ al cal and ing sonal tive Health
pital Serv- Sery- Serv- Sun-  Appli-  Home Health Expen- Activi-
Program Atsa Total Total Care ices ices ices dries  ances Care Care ses lies
Amount (in Billions})
Total Health Services and Supplies $237.1  $2194 51004 8468  $154 $65.6 $19.3 $5.9 $206 $60 3107 37.0
All Public Programs 97.9 87.2 543 123 6 14 16 5 15 48 37 1.0
Total Federal Expenditures 66.0 62.7 411 9.5 3 1.0 8 5 6.2 3.2 20 1.3
Total State and Local Expenditures a9 245 13.2 o 3 4 8 1 6.3 14 1.7 5.7
Medicare' (Faderal} 36.8 35.7 26.0 78 - 7 - A4 4 5 1.1 -
Medicaid? 26.9 25.5 9.4 25 5 5 14 - 10.2 1.1 1.3 —
Federal Expenditures 14.6 13.8 5.1 13 3 3 a - 55 B ] -
State and Local Expenditures 12.2 11.8 43 1.1 2 2 N - 47 5 5
Other Public Assistance Payments
for Madical Care 1.6 1.6 & 2 R 7 1 —_ -
Federal — - -— - - - - - - - — -—
State and Local 16 16 B 2 A - 7 A —
Veterans' Medical Care 59 5.9 49 A A - - 1 4 A - -
Deparntment of Defense* 4.2 4.2 3.4 A1 - - - - - 6 - -
Workers Compensation 5.0 3.8 20 1.6 - A R A - 11
Federal Employees . A J A - - - - - - — — —
State and Local Programs 49 38 19 16 - 1 1 N - 1.1 -—
State and Local Hospitals* 6.2 6.2 6.2 - - - - —_ - — - _
Other Public Expenditures for
Personal Health Care* 4.1 4.1 1.7 3 - A - — — 19 R
Federal 3.0 3.0 16 2 - — — - - 1.1 - -
State and Local 1.1 1.1 A A — - .8 — -
Government Public Health Activities 7.0 - - - - - - 7.0
Federal 13 —_— —_ —_ -— -— —_— —_ —_ - - 1.3
Stale and Local §.7 - - — — - - — - —_ — 5.7
Addenda; Medicare and Medicaid 83.3 60,9 35.4 10.3 5 1.2 14 4 10.5 1.2 24 —
See footnotes at end of tables.
{continued)
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TABLE 7 (continued)
Expenditures tor Health Services and Supplies Under Public Programs
by Program, Type of Expenditure, and Source of Funds

1979

Health Services and Supplies

Personal Health Care
Qther
Pro- Drugs
fos- -and Eye- Other  Admin-
Fhy- Den- sion- Medi- glasses  Nurs- Per- istra-  Public
Hos.  sicians'  tists' al cal and ing soenal tive Health
pital Serv- Sary- Serv- Sun- Appli-  Home Health Expen- Activi-
Program Area Total Total Care ices ices ices dries ances Care Care ses ties
Amount {in Billions)
Total Health Services and Supplies $2045 $1889 § 8641 §40.2 $13.3 $4.7 $17.2 $4.6 176 §6.1 $9.3 $6.2
Al Public Programs 83.8 743 48.3 10.7 5 1.2 14 4 99 3.8 33 8.2
Total Federal Expenditures 56.5 53.3 348 8.1 3 9 g 4 5.5 2.7 1.9 1.2
Total State and Local Expenditures 274 21.0 115 26 2 3 g N 4.4 1.2 1.3 5.0
Medicare’ {Federal) 303 203 212 65 - 6 - 3 4 4 1.0 -
Medicaid? 229 218 a.1 22 4 5 1.2 86 g 1.1 —
Federal Expenditures 13.0 12.2 45 1.2 3 3 7 - 4.8 4 B —
State and Local Expenditures 9.8 9.5 a5 10 2 T2 5 - 38 3 3
Other Public Assistance Paymeants
for Medical Care 1.5 15 5 a — - A - £ - - -
Faderal - - — - -_— — - - - - — -—
State and Local 15 1.5 5 1 - A - K- — — —_
Veterans' Medical Cars §.3 53 4.4 A — _ - - 3 A - -
Department of Defense? KE:] 38 a1 A - — - - - 5 — -
Workers Compensation 4.5 35 18 1.5 — A 1 A - 1.0 —_
Federal Employees A Ja A —_ - - — - - - - -
Siate and Local Programs 4.4 34 1.7 1.4 — A A A — —_ 1.0 —_
State and Local Hospitals* 56 56 58 - — - - — — - — —
Other Public Expenditures for
Personal Health Care® a7 3.7 16 3 - A - 1.7 A -
Faderal a7 26 t.5 .2 —_ - - —_— -_ 9 a -_
State and Local 1.1 1.0 A A -— - - - 8 - -
Government Public Health Activities 6.2 - - - - - - - - 6.2
Faderal 12 - - - -_— - - -_ - - - 1.2
State and Local 5.0 — -_— —-— — — - -— 50
Addenda: Medicare and Medicaid 52.9 50.8 293 ‘a7 4 10 1.2 3 2.0 k:) 21 —

'Represents tolal expenditures from trust funds for benelits and administrative costs. Trust fund income includes premium paymell-lls

paid by or on behalf of enrollees.
“Includes tunds paid into Medicare trust funds by States under “buy-in" agreements 10 cover premiums for public assistance recipients
and for persons who are medically indigent. :
Ancludes cara for relirees and mililary dependents,

*Expenditures for State and local government hospitals not offset by other revenues.

#ncludes program spending lor maternal and chitd health; vocational rehabilitation medical payments; temporary disabifity insurance

medicat paymants; PHS and other Federal hospitals; Indian health services; aicoholism, drug abuse, and mental health; and school
health.
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TABLE®

Health Care Expenditures by Government Programs, 1965-1981

{(amounts in millions of dollars)

1981 1980 1979 1978 1977 1976 1975 1974
Total National Health Expenditures 286,616 248967 214962 183,312 169,248 149,656 132,720 116,379
Private Health Expenditures 164,088 143,553 124,380 109,785 89,140 86,718 76,540 69,263
Health Services and Supplies 158977 138,264 120,627 106,251 95,674 83,205 73,205 65,958
Patient Direct Payments 81,746 72,088 61,806 54,089 48,707 43,007 8,979 36,419
Insurance Premiums 73,184 63,624 55,859 49,679 44,619 38,172 32,437 27,777
Other 4,046 3,562 2,962 2,483 2,348 2,026 1,788 1,762
Medical Research 339 322 302 282 273 267 264 252
Medical Facilities Construction 4772 3,967 3,480 3,251 3,193 3,246 3,072 3,053
Government Program Expenditures 122,528 105,414 90,573 79,528 70,109 62,937 56,180 47,116
Health Services and Supplies 114,493 97,875 83,835 73,274 64,404 57,421 51,115 42,953
Medicare 44,752 36,828 30,333 25932 22,524 19,303 16,317 13,099
Temporary Disability Insurance 54 52 58 80 74 7 73 n
Workers' Compensation (Medical) 5713 5,042 4,494 3,476 3,129 2,756 2,430 2,175
Public Assistance Medical Payments 33,106 28,473 24,340 21,118 18,858 16,852 15,098 12,079
Medicaid? ) 31,300 26,828 22,867 19,812 17,721 15,836 14,153 11,287
Other Public Assistance Medical Payments 1,806 1,645 1,473 1,307 1,137 1,016 945 793
Defense Dept. Medical Care® 5,031 4,233 3779 3,441 3,062 2,964 2,830 2,893
Matermal & Child Health Programs 861 812 767 726 683 641 589 547
Veterans Medical Care 5,659 5,941 5,313 4,984 4,400 4,152 3,495 3,000
Medical Vocational Rehabilitation 285 281 279 258 250 224 224 203
Other Personal Health Care Programs 10,763 9,206 8,229 7,930 7,105 6,646 6,901 6,155
ADAMHMALS 749 Fih 636 681 574 529 649 202
Indian Healit Service* 456 403 344 318 260 226 204 88
OEO Health and Medical Care® — - - —_ - - - -
State & Local Hospitals” 7.747 6,213 5,615 5418 4,950 4,688 5,050 4,880
School Health 636 582 532 495 432 377 361 332
Othar Public Programs n.e.c.* 1,174 1,218 1,102 1,018 890 826 837 643
Other Public Health Activities 7.271 7.007 6,243 5,327 4,320 3,813 3,157 2,73
Medical Research 5,314 5,006 4,483 4,162 3,646 3,434 3,071 2,538
Medical Facilities Construction 2,721 2,532 2,265 2,092 2,059 2,083 1,994 1,625
{Continued)
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TABLE 8 (continued)

Health Care Expenditures by Government Programs 1965-1981

(amounts in millions of dollars)

1981 1980 1979 1978 1977 1976 1975 1974
Federal Program Expenditures 83,912 71,085 61,032 53,851 47,399 42,562 37,075 30,445
Health Services and Supplies 78,435 65,980 56,452 49,408 43,578 38,888 33,813 27,837
Medicare' 44,752 36,828 30,333 25,932 22,524 19,303 16,317 13,099
Workers’ Compensation (Medical) 162 140 117 93 76 70 59 42
Public Assistance Medical Payments 17,516 14,578 13,028 11,161 10,044 9,010 7.937 6,398
Medicaid? 17,516 14,578 13,028 11,161 10,044 9,010 7.937 6,398
Other Public Assistance Medical Payments - — - — -_ -_ -_ -_
Defense Dept. Medical Care? 5,031 4,233 3,79 3,441 3,062 2,964 2,830 2,893
Maternal & Child Heaith Programs 395 358 350 343 321 32 286 253
Veterans Administration 6,659 5,941 5313 4,984 4,400 4,152 3,495 3,000
Medical Vocational Rehabilitation 228 224 223 207 200 180 178 167
Other Personal Health Care Programs 2,379 2,412 2,082 207 1,723 1,581 1,490 933
ADAMHA"S 749 79 636 681 574 529 649 202
Indian Health Service® 456 403 344 318 260 226 204 88
QEQ Health and Medical Care® - - - - — — — —
Other Public Programs n.e.c.* 1,174 1,218 1,102 1,016 890 826 637 643
Other Public Health Activities 1,314 1,265 1,227 1,230 1,229 1,316 1,221 1,054
Medical Research 4,822 4,538 4,048 3,762 3284 3,109 2,772 2,268
Medical Facilities Construction 655 567 532 681 537 566 490 340
Net State and Local
Program Expenditures 38,616 34,328 29,540 25877 22,709 20,375 19,105 16,671
Heatth Services and Supplies 36,058 31,895 27,383 23,866 20,825 18,533 17,301 15,118
Temporary Disability Insurance 54 52 58 80 74 ksl 73 71
Workers' Compensation (Medical) 5,551 4,901 4,378 3,384 3,053 2,685 2,31 2,133
Public Assistance Medical Payments 15,589 13,894 11,312 9,957 8,814 7,842 7,161 5,682
Medicaid® 13,784 12,249 9,839 8,651 7677 6,826 6,216 4,889
Qther Public Assistance Medical Payments 1,806 1,645 1,473 1,307 1,137 1,016 945 793
Matemal & Child Health Programs 466 454 417 383 362 330 303 204
Medical Vocational Rehabilitation 57 56 56 52 50 44 46 36
Other Personal Health Care Programs 8,384 6,795 6,147 5,913 5,382 §,064 5411 5222
State & Local Hospitals’ 7,747 6,213 5615 5,418 4,950 4,688 5,050 4,890
School Health 636 §82 532 495 432 377 3Bl 332
Other Public Health Activities 5,957 5,742 5016 4,097 3,04 2,497 1,936 1,678
Medical Research 492 469 435 401 - 362 325 299 270
Medical Facifities Construction 2,066 1,965 1,722 1,411 1,522 1,517 1,505 1,285
{Continued}
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TABLE 8 (continued)

Health Care Expenditures by Government Programs, 1965-1981
(amounts in millions of dollars)

1973 1972 1971 1970 1969 1968 1967 1966 1965
Total National Health Expenditures 103,161 93,493 83,284 74,663 65,629 58,169 51,305 46,107 41,749
Private Health Expenditures 63,878 58,067 51,623 46 871 40,716 36,067 32,337 32,533 30,950
Health Services and Supplies 60,603 54,839 48,736 44 311 38,526 34,452 30,892 31,017 29,482
Patient Direct Payments 34,211 30,992 27,805 26,024 22,876 20,523 18,836 19,479 18,522
Insurance Premiums 24,845 22,358 19,475 17,075 14,596 12,868 11,090 10,555 9,993
Other 1,647 1,489 1,456 1,213 1,053 1,081 966 982 966
Medical Research 232 227 233 215 213 208 128 186 176
Medical Facilities Construction 3,043 3,001 2,655 2,345 1,978 1,407 1,247 1,330 1,292
Government Program Expenditures 39,283 35,426 31,660 27,792 24913 22102 18,968 13,574 10,799
Health Services and Supplies 35,720 32,061 28,426 24,952 22,266 19,592 16,580 11,403 8,754
Medicare’ 10,135 9,114 8,284 7,500 6,918 5974 4,726 1,135 —_
Temporary Disability Insurance 69 65 71 66 59 55 53 54 52
Workers’ Compensation (Medical) 1,882 1,574 1,440 1,408 1,262 1,146 1,011 910 798
Public Assistance Medica! Payments 10,349 9,119 8,055 8,31 5,500 4617 3,635 2,732 2,112
Medicaid? 9,676 8,541 7,076 5,471 4,556 3,950 2,982 1,512 -
Other Public Assistance Medical Payments 673 - 578 979 850 944 667 653 1,220 2,112
Defense Dept. Medical Care?® 2,304 2,210 1,786 1,782 1,733 1,606 1,454 1,211 853
Maternal & Child Health Program 482 508 464 429 451 389 338 300 255
Vetarans Medical Care 2,741 2,380 2,081 1,764 1,520 1,381 1,301 1,198 1,145
Medical Vocational Rehabilitation 177 178 174 149 123 13 . B4 56 40
Other Personat Health Care Programs §,349 4,905 4,337 4,114 3,474 3.267 3,089 2,981 2,686
ADAMHA*® — — - - — — - —_ -
Indian Health Service* — —_ — — — — - -— -
OQEQ Health and Medical Care* 77 149 179 158 124 115 102 83 23
State & Local Hospitals’ 4,142 3,733 3,377 3,347 2,888 2,748 2620 2,578 2,373
School Health 307 200 277 260 236 215 192 166 150
Other Public Programs n.e.c.* 822 733 504 349 225 188 175 154 140
Other Public Health Activities 2,233 2,006 1,764 1,420 1,228 1,045 888 825 814
Medical Research 2,291 2,126 1,683 1,754 1,709 1,668 1,568 1,443 1,340
Medical Facilities Construction 1,272 1,240 1,351 1,086 938 843 a 728 705
{Continued)
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TABLE 8 (continusd)

Health Care Expenditures by Government Programs, 1965-1881
(amounts in millions of dollars)

1973 1972 197 1970 1969 1968 1867 1966 1965
Federal Program Expenditures 25178 22,879 20,319 17,667 16,087 14,112 11,918 7.444 5,535
Health Services and Supplies 22,835 20,612 18,203 15,7115 14,164 12,233 10,142 5,781 3,984
" Medicare’ 10,135 8,114 8,284 7,500 6,916 5,974 4,726 1,135 —
Workers' Compensation {(Medical) 34 29 26 23 18 16 15 13 12
Public Assistance Medical Payments 5,462 4,637 4,214 3,244 2,776 2,221 1,765 1,463 1,359
Medicaid* 5,462 4,637 384 3,001 2,409 1,979 1,469 734 —
Other Public Assistance Medical Payments - — 373 243 367 242 296 729 1,359
Defense Dept. Meadical Care? 2,304 2,210 1,786 1,782 1,733 1,606 1,454 1,211 853
Maternai & Child Health Program 200 249 190 159 196 172 149 117 84
Veterans Administration 2,741 2,380 2,051 1,764 1,520 1,381 1,301 1,198 1,145
Medical Vocational Rehabllitation 144 142 139 120 95 84 63 40 26
Other Personal Health Care Programs 899 883 683 507 350 303 277 237 163
ADAMHA** - - — — — — — —_ -
Indian Health Service® - - — - — — - — —
OEOQ Health and Medical Care® 77 149 179 158 124 115 102 83 23
Other Public Programs n.e.c.? 822 733 504 349 225 188 175 154 140
Other Public Health Activities 208 957 830 615 561 476 392 367 344
Medical Research 2,042 1,889 1,670 1,51 1,562 1,537 1,455 1,340 1,245
Medical Facilities Construction 302 ars 446 381 an 342 by | 322 308
Net State and Local
Program Expenditures 14,105 12,547 11,341 10,125 8,825 7,990 7,080 6,130 5,264
Health Services and Supplies 12,886 11,448 10,223 9,237 8,102 7,359 6,437 5,621 4,770
Temporary Disability Insurance 89 65 A 66 59 65 53 54 52
Workers' Compensation (Medical) 1,848 1,545 1,414 1,384 1,244 1,130 906 897 787
Public Assistance Medical Payments 4,887 4,483 3,841 3,077 2,724 2,396 1,870 1,269 753
Medicaid? 4,214 3,904 3,235 2,470 2,148 1,971 1,513 778 -
Other Public Assistance Medical Payments 673 578 606 607 577 425 asy 491 753
Maternal & Child Health Programs 273 258 274 270 255 217 190 183 17
Medical Vocational Rehabilitation 32 36 35 2 28 29 20 16 14
Other Personal Health Care Programs 4,448 4,023 3,654 3,607 3,124 2,963 2,812 2,744 2,523
State & Local Hospitals? 4,142 3,733 3,377 3,347 2,888 2,748 2,620 2,578 2,373
School Health 307 290 igs 260 236 215 192 166 150
Other Public Health Activities 1,326 1,039 934 805 668 569 495 458 469
Medical Research 250 237 213 183 157 13 113 104 95
Medical Facilities Construction 970 862 206 705 567 501 500 405 399

'Represents total expenditures from {rust funds for bensfits and administrative costs. Trust fund income includes premium payments

paid by or on behalf of enrollees.

¢Includes funds paid inlo medicare trust funds by states under "buy-in” agreements to cover premiums lor public assistance recipients

and for persons who are medically indigent.
}neludes care for retirees and military dependents.
*Alcohol, Drug Abuse, and Menlal Health Administration.
*Not separalely estimated prior to 1974.

*Office of Economic Opportunity. Programs transferred to the Department of Health, Education, and Welfare in 1974,

T"Expenditures for State and local government hospilals not offsel by other revenues.

Not elsewhere classified.
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