
National Health Expenditures, 1981' 

by Robert M. Gibson and Daniel R. Waldo 

The United States spent an estimated $287 billion tor health 
care In 1981 (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· 
hfblted sluggish growth. The 9.8 percent share of the 
GNP was a dramatic Increase from the 8.9 percent share 
seen just two years earlier. 

• 	Health care expenditures amounted to $1,225 per person 
in 1981 (Table 1). Of that amount, $524, or 42.7 percent, 
came from public funds. 

• 	Hospital care accounted for 41.2 percent of total health 
care spending In 1981 (Table 2). These expenditures In­
creased 17.5 percent from 1980, to a level of $118 billion. 

• 	Spending tor the services of physicians increased 16.9 
percent to $55 billlon-19.1 percent of all health 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 billion In State and local government funds 
(Table 3). 

• 	All third parties combined-private health insurers, gov­
ernments, private charities, and Industry-financed 67.9 
percent of the $255 billion In personal health care In 1981 
(Table 4), covering 89.2 percent of hospital care services, 
62.1 percent of physicians' services, and 41.3 percent of 
the remalnder(Table 5). 

• 	Direct patient payments tor health care reached $82 bil­
lion In 1981, accounting for 32.1 percent of all personal 
health care expenses (Table 6). Consumers and their em­
ployers paid another $73 billion In premiums to private 
health 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 bll· 
lion for hospital care. The two programs combined paid 
tor 28.6 percent of all personal health care In the nation 
(Table 7). 

Health Care Expenditures in 1981 

The most notable aspect of health care spending in 
1981 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 begun 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. 

in the last 15 years, and are substantially above the 
13.9 percent average growth rate between 1976 and 
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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Recent Developments In Health Care Spending 

Over 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 tor hospital, nursing home, and physl­
c/an 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 alter benefits, re­
imburSement practices, or both. Medicaid, the other 
large government program, faces similar problems as 
States are confronted with Increasing numbers of un­
employed-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-Biue 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 infla­
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. 
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Trends In Health Care Spondlllll Since 1965 

Since 1965, health care expenditures have grown at 
an average annual rate of 12.8 percent. Spending pat­
terns have c:hanged considerably (Figure 3), as rela­
tively more has been spent on hospital and nursing 
home care and a smaller percentage on drugs and 
construction of medical facilities. This phenomenon 
results from changes in the health care system. The 
Introduction of major public financing programs, in· 
eluding Medicare and Medicaid, and increases in the 
scope of private health Insurance coverage have en­
couraged use of acute-care and long-term care faclli· 
ties by making their services affordable to large seg­
ments of the population previously shut out 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 bome by con· 
sumers. 
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Price lnflallon In tha Health Care Marf<et 

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 1981, 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·weigllf 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 al., 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 all Items accelerated 
and then decelerated between 1979 and 1981, 
medical-care prices rose steadily. 

TABLE A 

Year-to-Year Percentage Change In Average 

Consumer Price Indexes 


1965- 1979- 1980­
1981 1980 1981 

All Items 6.8 13.5 10.4 
Medical Care 7.7 10.9 -10.8 

Physicians' 
Services 7.9 10.6 11.0 
Hospital, etc. n.a. 13.5 14.2 
Prescription Drugs 3.3 9.2 11.4 

Addendum: National 
Hospital Input Price 
Index 8.2 11.9 12.1 

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

HEALTH CARE FINANCING REVIEW/SEPTEMBER 1982/Volume 4, Number 1 5 



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 addltional1.1 
percent growth per year In medical care prices over 
and above generallnfiatlon. 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~ 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 into subintervals, the ef· 
feet of inflation Increased steadily. Part of this was 
due to continually rising general Inflation and part to 
the continually declining growth of other factors. 
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Classification of Health Care 
Goods and Services 

"National health expenditures" comprtse all spend· 
lng for health care of Individuals, plus the admlnistra· 
tlve 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. S. 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 Health 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. 

Physicians' Services 

Physicians 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 physiclan·s 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 16.9 percent from the 
previous year. This spending accounted for 21.5 per­
cent of personal health care expenditures and for 19.1 
percent of all national health expenditures. Price In­
flation and Increased Intensity of services were re­

'In the National Health Accounts, expenditures for physi· 
clans' services encompass the cost of all services and sup. 
plies provided In physicians' offices, expenditures for serv· 
ices of private practitioners In hospitals and other lnstitu· 
tlons, and physician-ordered diagnostic work p9rformed in in­
dependent clinical laboratories. 

sponsible for most of the growth in expenditures. 
Public funds-mostly Medicare and Medicaid-paid 
for over one-quarter of spending for physicians' 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 (CPI), physi­
cians' fees rose 11.0 percent in 1981. 

The number of office visits has not had much ef· 
feet upon the growth of spending for physicians' 
services, because the total volume and per capita 
number of physician office visits have changed vel')l 
little in recent years. For example, the National Cen­
ter for Health Statistics (NCHS) Health Interview Sur­
vey indicates that visits to physicians by the non insti­
tutionalized population remained relatively 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 8-112-an average annual increase of 
1.7 percent. By one estimate (Bailey, 1979), the 
volume of tests In independent clinical labs has been 
Increasing at a 15 percent annual 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 
billion-an increase of 17.5 percent from 1980.1 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 outbreaks of Influenza and abnormally 
high temperatures irl the summer, contributed to in­
creased expenditures in that year. 

The Federal government funded 41.3 percent of 
spending tor hospital care in 1981; private health in­
surance paid for 33.4 percent and State and local gov­
ernments paid for 13.~ percent. Thus, patients paid 
slightly over one-tenth of the cost of hospital care di­
rectly. 

'In 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, expend!· 
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 !lubstantlal 
change in structure in the last 16 years. As shown In 
Table B, expenditures for care in community hospi­
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: from 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 83.9 
State and Local 

Psychiatric 11.1 8.7 4.5 
Federal 12.8 9.8 8.0 
Other 6.5 5.4 3.6 

As mentioned earlier, price Inflation was responsl· 
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 
faced by hospitals, over 70 percent of the growth in 
expenditures can be attributed to Input price infla­
tion. 

Increased use of hospital facilities accounted tor 
only 12 percent of the increased spending tor hospi­
tal care between 1979 and 1981. Inpatient days in 
community hospitals were 1.2 percent greater than In 
1980, and the 3.4 percent growth between 1979 and 
1980 was the highest annual increase since the start 
of Medicare and Medicaid In 1966. This rapid rise pri­
marily reflects use by persons age 65 and older, who 
accounted for 80 percent of the Increase In commu­
nity hospital days between 1979 and 1981. Higher 
rates of hospital use by the aged are related to 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 persons. 

As a result of the rapid increase in days of care and 
a relatively slower rate of Increase in available hospl· 
tal beds, average occupancy rates, which had de­
clined from nearly 79 percent In 1969 to 74 percent in 
1978, rose to about 76 percent In 1980 and remained 
at that level in 1981. 

Nursing Home Care 

Nursing home care cost $24 billion In 1981-an in­
crease of 17.4 percent from 1980.• This expenditure 
accounted tor 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·MA), as well as growth of prices and days 
of care in other types of settings. Public programs 
pay tor a little more than half of the total, and pa· 
tients finance most of the rest directly. 

Increasing longevity, changing social patterns In 
family responsibility for the elderly, and the availabil­
Ity of funding from public programs (primarily Medl· 
cald) provide greater Incentives for institutionalization 
and underlie much of the growth in nursing home 
care. Also, deinstltutlonalizatlon of the chronically 
mentally Ill, which began in the mid-1950's, has re­
sulted in an increased demand for regular nursing 
home care. 

Excluding 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. S. 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 
5-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 of 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 illness. Approximately 58 percent of the 
non institutionalized population received at least one 
prescription for medication In 1977 (Kasper, 1982). 

•1n the National Health Accounts, nursing home services 
are those provided in skilled nursing facilities (SNFs), in in· 
termediate care facilities (ICFs), and in personal care homes 
which provide nursing care. In addition, care for mentally re­
tarded Medicaid recipients provided in what are designated 
"'Intermediate Care Facilities tor 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 expenditures for hospital care. 
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About 57 percent of all dollars tor 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 rapid price Inflation, grew at rates slg· 
nlficantly above the long-run trend after 1978. 

Other Personal Health Care Goods and Services 

Expenditures for all other types of personal health 
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 health care ex· 
pendltures and to 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 
health 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 tor 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· 
tlonally, 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 slump 
in the general economy, "price-deflated" expend;. 
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' seJV/ces-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. 

Other Expenditures for Health 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 also Includes a small amount estimated 
to 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 reseJVes, 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 health 
activities are those functions carried out by the Fed­
eral, State, and local governments to support commu­
nity health, In contrast to care delivered to lndi· 
viduals. Federal expenditures of $1.3 billion included 
the services of the Center for Disease Control and the 
Food and Drug Administration, as well as grants to 
States. 

Other National Health Expenditures 

National health expenditures devoted to non-profit 
research and to construction of medical facUlties 
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 Health. Expendi­
tures of State and local governments, exclusive 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 seJVIces (an esti· 
mated $2.7 billion in 1981 for pharmaceuticals atone). 
This exclusion is based on the assumption that this 
research, being funded from sales of the goods or 
seJVices, 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
ternal funds or from the private capital market. This 
estimate does not include spending for capital equlp­
inent, because there Is no source of data to yield a re­
liable, consistent time series of data on spending for 
equipment. 
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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 insurance. 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 full 
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 Is 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 rote 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· 
tlons or rate-setting (Feder and Spitz, 1980). In prac­
tice, those parts of the health care sector for which 
government pays the highest proportion of costs 
(hospitals, tor 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 details 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 
example). In the case of Medicare, institutional pro­
viders bill "financial intermediaries," 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. Insurance has increased 
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 efficient care. 

Private Health Insurance 

Blue 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 billion In premiums, 47 percent of all 
consumer spending for health, resulting In a net cost 
to enrollees of insurance equal to $6.4 billion. 

The size of the private health Insurance Industry 
has been growing, reflecting the perceived desire for 
its services. By 1981, 44 percent of private expend I· 
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 illness (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 varies 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 expend!· 
lures. That share reached 42 percent by 1965. 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 1967. It has remained between 33 
and 36 percent since that time. 

Extension of coverage beyond surgical procedures 
in recent years has led to a higher share of physi­
cians' 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 to a total of 60.3 million per­
sons. Insurance paid for about 25 percent of all dental 
expenditures in 1981. 

Public Expendltu"'s 

Government programs spent $103 billion and pro· 
vlded 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 billion. 

The two largest Government programs financing 
health care are Medicare and Medicaid, the adminis­
trations of which were consolidated in 19n under 
Health Care Financing Administration (HCFA) in what 
Is now the Department of Health and Human Ser­
vices. Together, ttie two programs paid $73 billion in 
benefits in 1981,' financing 28.6 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. 

"This figure does not include the $334 m/JJion paid by the 
Medicaid program to purchase Medicare 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 Federal government and State and local gov­
ernments 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 between 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 disease. 

Federal Government Expenditures for Health 
ca,.. 

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 to an increase 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 XVIII of the Social Security Act) was 
implemented July 1, 1966, as a Federal Insurance pro­
gram to protect the elderly 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 depend­
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 payroll tax on em­
ployers and employees. The Supplementary Medical 
Insurance program (SMI or Part B) is financed by pre· 
mlum payments and by general revenues (appropri­
ations from general 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. SMI 
benefit payments have grown faster than premium re­
ceipts, requiring a proportionately 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. 

TABLEC 

Payments Into Medicare Trust Funds 

1971 1981 

Amount Amount 
in Per- In Per-

Total 

Billions cent Billions cent 

$8.5 100.0% $45.3 100.0% 
Payroll Taxes 5.0 58.1 30.7 67.8 
General Revenues 2.1 24.8 9.6 21.2 
Premiums 1.3 14.7 3.3 7.4 
Interest .2 2.3 1.7 3.7 

Nearly all Medicare HI hospital benefits are for care 
In community hospitals. Beoause days of care pro­
vided to persons age 65 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_hospltal ex­
penses. 

Medicare outlays 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). Allowed 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 million for home health care in fiscal 
year 1968, 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 
care." 

Health Care for Veterans 

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 billion In outlays of the VA. tn the 1981 Na­
tional Health Accounts, VA expenditures for personal 
health care are estimated at $6.6 billion. Of that 
amount, $5.5 billion, 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 Defense (OOD) assumes respon· 
slbility 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 000 
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 Health Service provides personal 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 billion was spent bY other Federal pro­
grams, including the Alcohol, Drug Abuse and Mental 
Health Administration, and Federal Workers' Compen­
sation. 

HEALTH CARE FINANCING REVIEW/SEPTEMBER 1982/Volume 4, Number 1 12 



Expenditures by State and Local Governments 

Medicaid 

In 1981, Medicaid cost $31.3 billion in combined 
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 million recipients. Hospital care and nursing 
home care each account for more than a third of pro­
gram benefit expenditures. 

Medicaid was established in 1966 by Title XIX of 
the Social Security Act, as a joint Federal-State pro· 
gram to provide medical assistance to certain cate­
gories of low-income people. 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 capita 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 heaf.th 
agencies. Long-term care benefit expenditures 
amounted to almost half of all1981 Medicaid program 
spending. Nursing-facility expenditures Include 
spending in SNFs, Intermediate care facilities for the 
mentally retarded (ICF·MA), and all other ICFs. By far 
the fastest.growlng segment is ICF·M R, 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 fiscal 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 ihe remaining 71 percent was for 
income-loss payments for workers and survivors. 

Health and medical benefits amounted to $4.3 billion 
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 health 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 patterns 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 61 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 local govern· 
ments have cared for the mentally ill in psychiatric 
hospitals. Expenditures in 1981 amounted to $5.3 bll· 
lion. Care for the chronically mentally 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 whole. 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 little patient revenue. 

HEALTH CARE FINANCING REVIEW/SEPTEMBER 19821Volume 4, Number 1 13 



Maternal and Child Health 

Maternal and child health programs promote the 
health of medically underserved mothers and children 
and crippled children. State and local governments 
spent $861 million for a variety of physician and other 
clinical 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 Medicaid, 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. Another $1.2 billion was spent In 1981 
through temporary disability insurance, school health, 
and vocational rehabilitation programs. 

Philanthropy and Industrial tnptant 

Some health care is provided to industrial employ­
ees through in-plant health services. Expenditures for 
these services, classified as "other health services," 
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 In 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 portion of personal health care expenditures 
not paid by third parties is known as "direct patient 
payments" or "out-of-pocket" costs. This amount ex· 
eludes premium payments for Medicare and/or private 
health insurance, but does include deductible and 
coinsurance amounts. In 1981, direct patient pay· 
ments amounted to $82 bllllon-$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 
personal 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· 
tlent varies enormously by type of service (see Table 
6). In 1981, patients paid 10.8 percent of hospital ex­
penditures directly, and they paid 37.9 percent of ex· 
pendltures for physicians' 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 share for hospital and 
physicians' services has been cut nearly in half since 
1965. For all other services, however, private health 
Insurance and public programs have not assumed as 
great a share of the burden. 

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· 
tlons used, and the estimates of levels generated, are 
consistent with those underlying the GNP. (For a 
more detailed discussion of that 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 expansion in two dlrec· 
lions. 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 plan 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 Worthington, 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 Interpret&· 
lion 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 provislonaf 
forcasts of the levels of the principal 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· 
lected by the American Hospital 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 to estimate levels of commu­
nity hospital expenditures for periods 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 
staff (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 rrieasures 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 level of nursing care. Included are all nursing 
homes certified by Medicare and/or Medicaid as 
skilled-nursing facilities, those certified by Medicaid 
as Intermediate-care 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 intermediate care facilities serving 
the mentally retarded are derived from data on facili· 
ties, utilization, and costs. Sources for these data are 
the National Nursing Home Survey conducted by 
NCHS and the Internal Revenue Service statistical re­
ports..Estlmates 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· 
cald 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 compiled by the In­
ternal Revenue Service from business Income tax re­
turns and published in Statistics of Income-Bus/· 
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· 
tlces 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 lAS 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. 

Salaried physicians, dentists, and other practition­
ers are not represented in this estimate but are in· 
eluded 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, their salaries are included In "other 
health services." Whenever possible, expenditures for 
the education and training of medical personnel are 
considered as expenditures for education and exclud· 
ed from health expenditures. 

The lntemal 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 health profes­
sionals. Estimates for home health agencies that are 
not hospital-based are added to the private income of 
other unspecified health professionals. The portions 
of optometrists' receipts that represent the cost of 
eyeglasses are deducted, since they are included un· 
der spending for eyeglasses 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 outpatient drugs and appliances pur­
chased from retail trade outlets by consumers. The 
category excludes spending for goods provided to pa­
tients in hospitals 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
piled 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· 
aratlons 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 as a public expenditure In the national health 
acoounts. The resulting private spending figure for 
drugs and for appliances is combined with expend I· 
tures by public programs for these products to arrive 
at the total amount of expenditures for the nation. 

Olher Personal Heallh Core 

Personal 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 health 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 
can be Identified. A substantial portion of the total is 
for care provided In Federal units other than hospl· 
tats, a residual amount that reflects the cost of run­
ning field and ship-board medical stations and mili­
tary outpatient facilities separate from hospitals. 

Govemrnenl Public Heellh 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 heaJth activities ad· 
ministered by various Federal agencies, chiefly within 
the Department of Health and Human Services. 

The State and local portion represents expenditures 
of all State and local health departments, excluding 
intergovemment payments to the States and localities 
tor public health activities. It excludes expenditures 
of other State and local government departments for 
alr·pollutlon and water-pollution control, sanitation, 
water supplies, and sewage treatment. The source of 
these data Is Governmental Finances, an annual sta· 
tlstlcal series of the Bureau of the Census, and the 
periodic Census of Governments. 

Program Admlnlalrallon and lhe Net Cost of 
Insurance 

The net cost of Insurance is the difference between 
the earned premiums or subscription Income of prl· 
vate health Insurance organliatlons and claims or 
benefit expenditures Incurred (In the case of organize· 
lions 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 nonperson&! health expenditures of 
private charities for health education, lobbying, fund· 
raising, etc. In addition, it Includes administrative ex· 
penses of the Medicare, Medicaid, Veterans Admlnis· 
tratlon, Department of Defense, Workers' Compensa· 
tlon, 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
cies. 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 from 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· 
lion 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 Chll· 
dren (WIC) program, provided $900 million to supple­
ment the diets of certain low-income beneficiaries In 
fiscal year 1981. WIC (along with "Meals on Wheels" 
and similar programs) is not Included in the National 
Health Accounts, because it Is a nutrition program 
rather than a health service program. 

Premiums 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 Medicaid 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 Office 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 
health expenditure series is based. Expenditures for 
education and training of health professionals are ex­
cluded from national health expenditures. The majori­
ty of these expenditures comprise direct support of 
health professional schools 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. 

Outlays 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 ex.,.ndlture 

In general, all spending by State and local govern­
ment units for health care that is not reimbursed by 
the Federal gov~mment 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-aid 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
ties," 

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 financial 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 lor Personal Health Cera 
Expenditures 

We mentioned earlier that a large part of the in­
crease in health expenditures Is attributable 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 flxed·welght 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 commodity 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 emphasis on consumer 
payments as the criterion of importance. Similarly, 
the medical-care component of the personal con· 
sumption expenditures fixed-weight price Index (Itself 
a component of the GNP fixed-weight price index) 

fails to Include spending by Medicaid and other pub· 
llc 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 lnstltutlonal~are 
prices. The choice was dictated by the lack of altema· 
tlves: no single CPI component has measured hospi· 
tal prices fully, consistently, and over an extended pe­
riod of tlmei and no Index of nursing 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 will 
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 mechanism exists for deflating profits; 
the best technique, deflating benefits and deriving 
"real" 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· 
\em of deflating the profit part of net cost, we have 
deferred calculation of a price Index for national 
health expenditures. 

TABLED 


Derivation of the Personal Health Care Expenditure Fixed· Weight Price Index 


Commodity/Service Plica Proxy Weight~ 

All Personal Health Care 
Hospital Care 

Physicians' Services 
Dentists' Services 
Other Professional Services 
Drugs and Medical Sundries 

Eyeglasses and Appliances 

Nursing Home Care 

Other care 

National Hospital 
Input Price Index 

CPI', Physicians' Services 
CPI', Dental Services 
CPI', Professional Services 
CPI', Medical Care 

Commodities 
Weighted Average of CPI', 

Other Professional Services 
and CPI', Eyeglasses 

National Nursing Home 
Input Price Index 

CPP, Medical Care 

100.0 

45.6 
21.4 
7.1 
2.4 

9.5 

2.5 

8.9 
2.7 

•consumer Price Index for all urban consumers, Bureau of 
Labor Statistics (U.S. Labor Department). Indexes are scaled 
so that the 1977 value is 100.0. 

1 Aounded. 
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TABLE1 
Aggregate and per Capita National Health Expenditures by Source of Funds and Percent of Gross National Product

Selected CalendarYears,1929-1981

1981 1980 1979 1978 1977 1976 1974 1973 "" 1972 1971 

National Health Expenditures $286.6 $249.0 $215.0 $189.3 $169.2 $149.7 $132.7 $116.4 $103.2 
(billions) 

As a Percentage of the GNP .. 9.5 8.9 8.8 8.8 8.7 8.6 8.1 7.8 

$93.5 

7.9 

$83.3 

7.7 

Sources of Funds: 
Private Expenditures 164.1 143.6 124.4 109.8 99.1 88.7 76.5 69.3 83.9 58.1 51.6 
Public Expenditures 122.5 105,4 90.6 79.5 70.1 62.9 56.2 47.1 39.3 ,,, Federal Expenditures 83.9 71.1 61.0 53.9 47.4 37.1 30•• 25.2 

State/Local Expenditures 38.6 34.3 29.5 25.7 22.7 20.4 19.1 16.7 14.1 .,. Per Cap/18 Expenditures' 1225 107S 938 836 756 ... 
Sources of Funds: '" "' ,.. Private Expendilures .., 701 620 543 <142 391 319 296 ,.. Public Expenditures 52< <55 395 351 313 256 219 182 

Federal Expenditures 359 307 268 238 211 192 169 1<0 117 
State/Local E)(penclltures 165 129 113 101 92 87 77 65 "' 

35.4 
22.9 
1,. 

"'' 
272 
166 
107 
59 

31.7 
20.3 
11.3 

"" 
2<14 
150 
96 
54 

Percentage Distribution of Funcls 100.0 100.0 100.0 tOO.O 100.0 100.0 100.0 100.0 100.0 
Private Funcls 57.3 57.7 57.9 59.0 59.6 57.9 57.7 ... 61.9 
Public Funcls 42.7 42.3 42.1 42.0 41.4 42.1 .... 38.1 '" 

100.0 
82.1 
37.9 

100.0 
82.0 
38.0 

Federal Fuocls 29.2 28.5 28.4 28.0 28.5 27.9 262 2'-4 "·' 24.5 24.4 
State/Local Funcls 13.5 13.8 13.7 13.6 13.4 13.6 14.4 14.3 13.7 13.4 13< 

Acldencla: 
Gross National Procluct 2925.5 2626.1 2413.9 2156.1 1918.0 1718.0 1549.2 1434.2 1326.4 1185.9 1on.e 

(billions) 
Population (millions) 234.0 231.7 229.1 226.6 224.2 222.0 219.9 217.7 215.7 213.6 211.3 

Annualized Percentage Changes 
National Health E>tpenclltures 15.1 15.9 13.5 11.9 13.1 1,. 14.0 12.8 10.3 12.3 11. 

Private E)(penclltures 14.3 15.4 13.3 10.7 14.3 13.3 10.5 8•• 10.0 12.5 10.1 
Public E)(penclltures 16.2 16.4 13.9 13.4 11.4 12.0 19.2 19.9 10.9 

Fecleral E)(penclltures 18.0 16.5 13.3 13.6 11.4 ... 21.8 20.9 10.0 
State/Local Eltpeoclitures 12.5 16.2 15.0 13.1 11.5 14.6 18.2 12.4 •••Gross National Procluct 11.4 8.8 12.0 12.4 11.6 10.9 a.o 8.1 11.8 

11.9 
12.6 
10.6 
10.1 

13.9 
15.0 
120 
8.6 

Population 1.0 1.1 1.1 1.1 1.0 1.0 1.0 .9 1.0 

See lootn.otos alond ol table. (continued) 

1.1 1.3 
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TABLE 1(conUIMiod) 
Aggregate and per Cap/M National Health Expenditures by Source of Funds and Percent of Grou National Product 

Selected calendarYears1929-1981 

1970 ,... 1968 1907 .... 1965 1900 1955 1950 --­ 1940 1929--­
National Health Expenditures $74.7 $65.6 $56.2 $51.3 ..... $41.7 $26.9 $17.7 $12.7 $4.0 $3.6 

(billions) 
As a Percentage ofthe GNP 7.5 7.0 6.7 6.4 6.1 6.0 5.3 4.4 4.4 4.0 ,. 
Sources otfunds: ,. Private Expenditures <6.9 40.7 36.1 32.5 31.0 21).3 ,,. ••Public E)(pendltures 27~ ~4.9 22.1 19.0 13.6 6.6 '"4.6 3.4 .., ,. Federal Expenditures 17.7 14.1 11.9 7.4 .. .. 1.6 

State/Local E)(pendltures 10.1 8.6 8.0 7.1 6.1 M .. 2.6 1.6 

3.2 
~ 

"' "" 

3.2 
.5 

..,, ""
,._,.Capita Expenditures• 316 254 230 211 ... 105 82 "' "' 30 29 

z 
~ 
~ z 
~ » m 
~ z 
>z 
0 
z 
Q 
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im 
~ m 
~ 
m m » 

I
~ 
0 
3•,. 
z 
0 

3 
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A

Sources of Funds: ,.,. .,. Private Expenditures 225 197 160 163 156 110 eo 
Public Expenditures 133 121 108 .. .. 27 22 .,. 

Federal Expenditures .. .. 59 37 28 "' " 12 10 ,. Statellooal Expenditures 49 43 35 31 27 15 12 " "' 

24 
6 
0 
6 

4 "' 
0 
4 

Percentage Distribution of Funds 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Private Funds 620 620 63.0 70.6 74.1 7M 74.3 72.8 "~ 

100.0 
79.7 

100.0... 
Public Funds 37.2 38.0 380 37.0 29.4 25.9 24.7 20.7 27.2 ,, 

Federal Funds 23.6 24.6 24.3 23.3 16.1 13.3 11.2 12.8 ,,. ,,. 
State/Local Funds 13.6 13.4 1>7 13.7 13.5 14.4 1•.4 

21),3..,,..,, 
1M 

..,, "''
ddenda: ,.... Gross National Product 992.7 244.0 873.4 7560 891.0 

(billions) 506.5 400.0 .... 
Population (millions) 206.6 204.4 202.3 197.9 "'" ""·' 188.4 154.7 
Annualized Percentage Changes "" ,,. National Health Expenditures 1>4 11.3 1o.4 9.2 6.7 7.0 12.2 

Private Expenditures '"15.1 1>9 11.5 -.6 .. .. 9.0 7.4 11.2 ,. 
Public Expenditures 11.6 1>7 ,.5 39.7 25.7 10.2 5.8 15.5 

Federal Expenditures 9~ 14.0 1<4 00.1 12.9 6.5 4. ,,. State/Local Expenditures 14.7 10.5 15.0 "·'16.5 7.6 7.2 7.0 "" 
Gross National Product 5.2 a2 5.6 9.4 .. 4~ .9 "''11.1 ••
Population 1.1 1.0 1.0 1.1 1.1 1.5 .. 1.7 1.4 

'BIIMII on mid-yew populatiOflntlmlltSII'ICiudlng oullylng Writofles, armed force&, and FederlllemployeMOW..-.....:1 thllr deptfldenl$. 
nle Oatanot«VVII"*· 

100.0 

134.6 

~ 
.1 

4.6..,..,,
~ -· 

103.4 

123.7 ..,..,..,, 
"" ..,,"''.., 
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TABLE2 
National Health Expenditures by Type of Expenditure, Selected Yurs 1929-1981 

(amounts In billions of dollars) 

1981 1980 1979 1978 1977 1978 1975 1974 

Total 286.6 249.0 215.0 189.3 1692 149.7 132.7 116.4 

1973 

103.2 

1972 

93.5 

1911 
-­

83.3 

ealth Services and Supplies 273.5 237.1 204.5 179.5 160.1 140.6 124.3 108.9 
Personal Health Care 255.0 219.4 188.9 166.7 14&7 131.8 118.8 101.0

Hospital Care 118.0 100.4 86.1 75.7 67.8 59.9 52.1 ... 
Physicians' S&fVIces 54.8 46.8 <0.2 3.. 31.9 27.6 24.9 21.2 
Dentists' Services 17.3 15.4 13.3 11.8 1M 9.4 82 7.4 
Other Professional Services 6.4 5.6 4.7 4.1 3.6 32 2.8 2.2 

96.3 
88.7 
38.7 
19.1 
6.5 
2.0 

86.9 
80.2 
34.9 
17.2 
5.6 
1.8 

77.2 
72.0 
30.8 
15.9 
5.1,.. 

Drugs and Medical Sundries 21.4 19.3 17.2 15.4 14.1 13.0 11.9 11.0 
Eyeglasses and Appliances 5.7 5.1 4.6 4.1 3.4 2.8 " " 

10.1 
2.5 

9.3 
2.3 

8.8 
2.0 

Nursing-Home Care 24.2 20.6 17.6 15.2 13.2 11.4 10.1 8.5 7.1 8.5 5.6 
Other Health Services 7.2 6.0 5.1 4.5 4.1 3.8 3.7 3.1 2.7 2.6 2.3 

Program Administration and Net 
COSt of Insurance 112 10.7 9.3 7.5 7.1 5.0 4.4 52 

Government Public Health 
Activities 7.3 7.0 82 M 4.3 3.8 3.2 2.7 

5.4 

2.2 

4.7 

2.0 

3.4 

,. 
esearch and Construction of 
Medical Facilities 13.1 11.8 10.5 9.8 9.2 9.0 8.4 7.5

Research' 5.7 5.3 4.8 4.4 3.9 3.7 3.3 .. 8.8 
2.5 

6.6 
2.4 

6.1 
2.1 

Construction 7.5 6.5 5.7 5.3 5.3 5.3 5.1 4.7 

1970 1989 1988 1967 1966 1965 1980 1955 

TotoJ 74.7 65.6 58.2 51.3 46.1 41.7 26.9 17.7 

4.3 

1960 

12.7 

42 

1940 

4.0 

4.0 

1929 
3.6 

252 16.9 
Health Services and Supplies 89.3 ... 54.0 47.5 42.4 38.2 23.7 15.7 

11.7 
10.9 

3.9 
3.5 

3.4 
3.2 

Personal Health Care 65.1 56.9 502 44.4 39.6 35.8 9.1 5.9 ,. Hospital Care 24.1 21.0 18.3 15.7 13.9 5.7 3.7 ,,. Physicians' Services 14.3 11.1 10.1 9.2 8.5 2.0 1.5 
Dentists' S$Nices 4.7 4.2 3.7 3.4 3.0 2.8 .9 .6 

3.9 
.7 
1.0 

.4 

1.0 
1.0 

.4 

.2 

.7 
1.0

•.3 
Other Professional Services 1.6 1.5 1.4 1.3 1.2 1.0 3.7 2.4 1.7 .6 .6 
Drugs and Medical Sundrl$$ 8.0 7.1 8.4 5.8 5.5 5.2 .8 .8 .5 .2 .1 
Eyeglasses and Appliances 1.9 1.7 1.5 1.3 1.3 1.2 .5 .3 .2 - -
Nursing-Home Care 4.7 3.8 3.4 2.8 2.4 2.1 1.1 .7 .5 .1 .1 
other Health Service$ 2.1 1.9 1.7 1.6 1.5 1.1 

Program Admlnlstfatlon and Net 1.1 .8 
C0$1 of Insurance 2.7 2.7 2.8 2.2 2.0 1.7 • .2 .1 

Govemment Public Health .4 .4 
Activities 1.4 1.2 1.0 .9 • • 

.4 .2 .1 

Research and Construction of 1.7 .9 1.0 .1 .2 
Medical Facilities 5.4 4.8 4.1 3.8 3.7 3.5 .7 .2 ,. ......... 2.0 1.9 1.9 1.6 1.5 1.0 .7 

.1 

.8 
-
.1 

-
2 

Construction 3.4 2.9 22 2.1 2.1 2.0 

·~hand ~lopment sxpendlturea of drug companies snd other _..u'*t\tlnlnl and piO'f'ldefs ot medical equipment and supplln.,. excluded from ~NM81'ch ~dltures," b1JI 
-lncludld In lheexpendllule class In whletl th product fall&. 

~ 



TABLES 
National Health Expenditures by Type of_ Expenditure and Source of Funds, 1979-1981 

(amounts in bllllona of dollars) 

Private 

Consumer Public 

Patient Health State& 
Type of Expenditure Total Total Total Direct Insurance Other' Total Federal Local 

Total 28U 164.1 154.9 81.7 ""73.2 9.2 122.5 83.9 38.6 

Health Services and Supplies 273.5 159.0 154.9 81.7 73.2 4.0 114.5 78.4 36.1 
Personal Health Care 255.0 152.1 148.5 81.7 66.8 3.5 102.9 74.6 2U 

Hospital Care 118.0 53.9 52.1 128 39.4 1.7 84.1 48.7 15.4 
Physicians' Services ... 39.8 39.8 20.8 19.0 15.0 11.6 3.3 
Dentists' Services 17.3 16.6 16.6 12.3 4.3 .7 .4 .3 
Other Professional Services 6.4 5.0 4.9 3.8 1.1 .1 1.4 1.1 .3 
Drugs and Medical Sundries 21.4 19.5 19.5 17.1 2.4 1.9 1.0 .9 
E~graues and Appliances 5.7 5.1 5.1 4.7 . 3 .7 .1 ,. ••Nursing-Home Care 24.2 10.6 10.5 .2 .1 13.6 7.5 6.1 
Other Health Services 7.2 1.6 1.6 5.6 1.8 

Program Administration ai'ICI Net " Cost of Insurance 11.2 6.9 6.4 6.4 .5 4.3 2.5 1.8 
Government Public Health Actlvilies 7.3 7.3 1.3 8.0 

Research, and Construction of Medical .., ,. Facilities 13.1 5.1 8.0 5.5
Research' 5.7 .3 .3 5.3 .. .5., Construction 75 4.8 4.8 2.7 .7 

1980 

Total 249.0 143.6 135.7 72.1 63.8 7.8 105.4 71.1 34., 

Health Services and Supplies 237.1 139.3 135.7 72.1 63.6 3.6 97.9 88.0 31.9 
Personal Health Care 219.4 132.2 129.1 72.1 57.0 3.1 87.2 82.7 24.5 

Hospital Care 10D.4 46.1 44.6 10.9 33.7 1.5 54.3 41.1 13.2 
Physicians' Services ... 34.3 343 17.8 16.!S 1,. 9.5 3.0 
Dentists' Services 15.4 14.8 14.8 11.2 3.6 .6 .3 .3 
Other Professional Services 5.6 4.2 4.2 3.3 .9 .1 1.4 1.0 .4 
Drugs and Medical Sundries 19.3 17.7 17.7 15.7 2.0 1.8 .8 .8 
Eyeglasses and Appllaoces 5.1 4.6 4.6 4.3 .3 .5 .5 , .1Nursing-Home Care 20.8 9.1 9.0 9. .2 .1 11.5 8.2 
Other Health Services 8.0 1.4 1.4 4.8 3.2 1.4 

Program Administration and Net 
Cost of insurance 10.7 7.1 8.8 6.8 .4 3.7 2.0 1.1 

Government Public Health Activities 7.0 7.0 1.3 5.7 

Research, and Coostruction of Medical ., Facilities 11.8 4.3 7.5 5.1 2.4 
Research' 5.3 .3 .3 5.0 4.5 .5 ,. Construction 8.5 4.0 4.0 .8 •o 

Total 215.0 124.4 117.7 61.8 ""' 55.9 8.7 90.8 61.0 29.S 

Health Services and Supplies 204.5 120.6 117.7 61.8 55.9 3.0 63.8 ... 27.4 
Personal Health Care 188.9 114.6 112.0 81.8 50.2 2.8 74.3 53.3 21.0 

Hospttal Care 86.1 39.8 38.7 as 30.1 1.2 46.3 34.8 11.5 
Physicians' Services 40.2 29.5 29.5 15.0 14.6 10.7 8.1 2.8 
Dentists' Services 13.3 12.8 12.6 9.9 2.9 .5 .3 2 
Other Professional Services 4.7 3.5 3.5 2.8 .7 1.2 .9 .3 
Drugs and Medical Sundries 17.2 15.8 15.6 14.2 1.6 1.4 .7 .7 
Eyeglasses and Appliances 4.6 4.2 4.2 4.0 2 .4 .4 .1 
Nuralng·HomeCare 17.6 7.7 7.6 7.4 .1 .1 9.9 5.5 4.4 ,. Other Health Services 5.1 1.3 1.3 2.7 1.2 

Program Administration and Net 
Cost of Insurance 9.3 8.0 5.7 5.7 .3 3.3 1.9 1.3 

Government Public Health Activities 8.2 8.2 1.2 5.0 

Research, and Construction of Medical 
Facilities 10.5 3.8 3.8 6.7 .. 22 

Research' 4.8 .3 .3 4.5 4.0 .4 ,. Construction 5.7 3.5 2.3 .5 1.7 

'Speodlng l:ly philanthropic organizations, industrial in-plant healtn services and priVately financed construction. 
'Research and development expenditures of drug companies and other manufacturers and providers of medical equipment and 8Upe:lliea 

are oxeluded from "re$elrch expendlluree," but are ln.el\lded in the expenditure class In which the product falls. 
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TABLE4 

Aggregate and ~tC.plt. Amount and Percentage Dlitrlbutlon of Personal Health Care Expendlturea,1 by 


SOurce of Funds, Selected Years, 1929-1981 

II 

v- Total 

Patient 
Direct 

Payments Total 
Health 

Insurance Other Total 

II 

Federal 
State and 

Looal 

.2 • .3 
.4 

1.3 
20 
ao 
4.1 
4.9••8.4 
7.0 
7.9 
a8 
9.9 

11.0 
12. 
14.7 
15.4 
16.9 
18.9 
21.0 
24.5 
28.3 

1929 
1935 
1940 
1""' 
1955 
1960 
1965 
1986 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1880 
1981 

3.2 • 2.7 
3.5 

10.9 
15.7 
23.7 
35.8 
39.6 
4<.4 
50.2 
56.9 
65.1 
72.0 
00.2 
88.7 

101.0 
116.8 
131.8 
148.7 
166.7,... 
219.4 
255.0 

$ 2.8 
2.2 

" 7.1 
9.1 

13.0 
18.5 
19.5 
18.8 
20.5 
22.9 
26.0 
27.8 
31.0 
34.2 
36.4 
39.0 
43.0 
48.7 
54.1 
61.8 
72.1 
81.7 

• .4 
.5 
.7 

3.8.. 
10.7 
17.2 
20.1 
2M 
29.6 
34.0 
39.1 
44.2 
49.2 
54.5 
84.6 
77B 
88.8 

100.0 
112.6 
127.1 
147.3 
173.2 

Amount (in billions) 

$ 

.9 
2.5 
5.0 
87 
9.1 
9.8 

11.0 
13.0 
15.6 
17.3 
19.1 
21.1 
24.5 
30.1 
35.5 
40.0 
45.0 
50.2 
57.0 
66.8 

$.I 
.I 
.1 
.3 
.4 
.5 
.8 
.8 
.8 
.9 
.9 

1.0 
1.2 
1.3 
1.3 
1.5 
1.6 
1.8 
21 
22 
2.6 
3.1 
3.5 

$ .3 
.4 
.6 

24 
3.6 
5.2 
7.7 

10.1 
15.1 
17.7 
20.1 
22.5 
2M 
28.8 
32.0 
38.6 
46.1 
51.5 
57.9 
65.3 
74.3 
87.2 

102.9 

.I • .1 
.1 

1.1 
1.6 
2.2 
3.6., 
9.5 

11.4 
13.2 
14.5 
16B 
18.9 
21.1 
25.8 
31.4 
36.1 
41.0 
48.4 
53.3 
62.7 
74.6 

1928 
1935 
1940 
1950 
1956 
1960 
1965 
1966 
1967 
1966 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1978 
1977 
1978 
1979 
1900 
1981 

• 26 

26 " 
70 
93 

129 
181 
198 
219 
246 
276 
312 
341 
376 
411 
454 
531 
594 
663 
736 
825 
947 

1090 

$23 
17 

46 " 
54 
71 
94 
97 
93 

100 
111 
125 
132 
145 
159 
167 
177 
194 
217 
239 
270 
311 
349 

• 3 
4 
5 

24 
39 

.7 " 
100 

"' 145 
165 
188 

230 "' 
253 
297 
354 
400 
448 
497 
555 

"' 740 

per Capita Amount' 

• 0 
0 
0 
6 

15 
27...... 
54 
63 
75 
62 
99 
98 

112 
137 
160 
178 
199 
219 
246 
285 

$1 
1 
1 
2 
3 
3 
4 
4 
4 
4 
4 
5 
6 
6 
6 
7 
7 
8 
9 

10 
11 
13 
15 

• 2 
3 
4 

16 

28 " 
39 
51 
75 
67 
98 

108 
121 
135 
149 
177 
210 
232 
256 
288 
324 
376 
440 

$ 

1 
7 

10 
12 

26 " 
47 
56 
64 
70 
79.. 
98 

118 
143 
163 
183 
205 
233 
271 
319 

$ 2 
2 
3 
8 

12 
16 
21 
24 
28 
31 
34 
38 
42.. 
51 
59 
67.. 
75 
84 
92 

106 
121 

1929 
1935 
1940 
1960 
1955 
1960 
1"' 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1900 
1981 

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

88.4 
82.4 
81.3 
65.5 
58.1 
54.9 
51.8 
49.2 
42.5 
40.9 
40.2 
39.9 
386 
38.6 
38.6 
36.1 
33.4 
32.6 
32.6 
32.5 
32.7 
32.9 
32.1 

11.6 
17.6 
18.7 
34.5 
41.9 
45.1 
48.2 
50.6 
57.5 
59.1 
59B 
60.1 
61.4 
81.4 
61.4 
63.9 
66.6 
67.4 
67.2 
67.5 
67.3 
67,1 
67.9 

Percentage Distribution 

9.1 
16.1 
21.1 
24.4 
23.0 
21.7 
21.9 
22B 
24.0 
24.1 
23B 
23.8 
24.2 
25.8 
26.9 
26.9 
27.0 
26.6 
26.0 
26.2 

2.6 
2.8 
2.6 
2.9 
2.8 
2.3 
22 
2.1 
1B 
1.8 
1.6 
1.6 
1.7 
1.6 
1.5 
1.5 
1.4 
1.4 
1.4 
1.3 
1.4 
1.4 
1.4 

9.0 
14.7 
18.1 
22.4 
23.0 
21.8 
21.6 
25.7 
34.0 
35.4 
35.4 
34.5 
35.6 
36.0 
36.1 
38.2 
39.5 
39.1 
38.9 
39.2 
39.3 
39.7 
40.4 

2.7 
3.4 
4.1 

10.4 
10.5 
9.3 

10.1 
13.3 
21.4 
22.7 
23.1 
22.3 
23.3 
23.6 
23.8 
25.5 
26.9 
27.4 
27.6 
27.8 
28.2 
26.6 
29.3 

6.3 
11.3 
12.0 
12.0 
12.5 
125 
11.4 
12.4 
12.6 
127 
12.3 
12.2 
12.3 
12.4 
12.4 
12.7 
12.6 
11.7 
11.4 
11.4 
11.1 
11.2 
11.1 

'Based on mid-year population estimates Including ouUylng territories, armed forces, and federal employees overseas and their dependents. 
'Included with direct payments: separ.t• data not available. 
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TABLES 

Aggregate and per Capita Amount and Percentage Distribution of Personal Health care Expenditures.• by 


Source of Funds, Selected Years 1950-1981 

All Third Parties 

YNI Total 

Patient 
Direct 

Payments Total 

Private 

Health 
Insurance Other Total 

Public 

Federal 
State and 

Local 

•••••••3.0 
3.4 
3.7 
4.1 
4.5 
5.2 
5.6 
6.2.. 
7.8 
as 
8.8 
9.6 

10.6 
11.5 
13.2 
15.4 

1950 
1955 
1960 
1965 
1986 
1987 
1988 
1989 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1917 
1978 
1979 
1900 
1981 

• 3.9 
5.9 
9.1 

13.9 
15.7 
18.3 
21.0 
24.1 
27.8 
30.8 
34.9 
38.7 
44.8 
52.1 
59.9 
87.8 
75.7 
86.1 

100.4 
118.0 

$ 1.2 
1.3 
1.8 
2.4 
2.5 
1.8 
2.1 
2.4 
28 
2.8 
3.8 
4.6 
4.7 
4.3 
50 
6.3 
6.5 
9.5 

10.9 
12.8 

$ 2.7 
4.6 
7.3 

11.5 
13.2 
16.4 
18.9 
21.6 
25.0 
28.0 
31.1 
34.1 
40.1 
47.9 
54.9 
61.5 
69.2 
77.6 
89.5 

105.2 

Hospital care: Amount (in Billions) 

$ .7 '.1 
1.7 .2 
3.3 .2 
5.8 .3 
6.0 .3 
6.2 .3 
7.1 .3 
8.3 3 
9.9 .4 

11.1 .5 
12.0 .5 
13.0 .5 
14.9 .8 
1<4 .6 
21.6 .7 
23.9 .9 
27.1 .9 
30.1 1.2 
33.7 1.5 
39.4 17 

$ 1.9 
2.7 
3.8 
5.4 
6.9 

10.0 
11.5 
13.1 
14.7 
16.5 
1M 
20.5 
24.6 
2<8 
32.7 
38.9 
41.2 
46.3 
54.3 
64.1 

.""••
"" 2.4 
3.5 
6.3 
7.3 
as 
9.5 

10.9 
12.4 
13.7 
16.8 
2D.3 
23.8 
27.2 
30.6 
34.8 
41.1 
48.7 

1950 
1955 
1960 
19" 
1966 
1967 
1988 
1989 
1970 
1971 
1972 
1973 
1974 
1975 
1978 
1977 
1978 
1979 

"'' "" 

$25 
35 
49 
70 
78 
90 

103 
117 
133 
148 
164 
179 
206 
237 
270 
302 
334 
376 
433 
504 

$7 
8 

10 
12 

9 " 
10 
12 
13 
13 
16 
21 
21 
19 
22 
28 
29 
37 
47 
54 

$17 
27 
40 

66 " 
81 
92 

105 
120 
133 
146 
158 
164 
216 
247 
274 
305 
339 
386 
450 

Hospital Care: per Capita Amount' 

4 $1 •10 1 
18 1 
29 2 
30 2 
30 1 
35 2 
40 1 
48 2 
52 2 
56 2 
81 2 
69 3 
84 3 
97 3 

108 4 
120 4 
132 5 
145 6 
168 7 

$12 
16 
20 
27 
35 
49 
56 
63 
70 
78 
87 
95 

113 
131 
147 
164 
182 
202 
234 
274 

$ nla 

"" "'' " 16 
31 
38 
41 
46 
51 
58 
64 
77 
92 

107 
121 
135 
152 
177 
208 

•••••••
15 
17 
16 
20 
22 
25 
26 
29 
31 
38 
39 
40 
43 
47 
50 
57 

" 
1950 100.0 
1955 100.0 
1960 100.0 
1965 100.0 
1986 10(l.0 
1967 100.0 
1988 100.0 
1969 100.0 
1970 100.0 
1971 100.0 
1972 100.0 
1973 100.0 
1974 100.0 
1975 100.0 
1976 100.0 
1977 100.0 
1978 100.0 
1979 100.0 
1980 100.0 
1981 100.0 

S.. foolnolet at end of tables. 

29.9 
22.3 
19.8 
17.2 
15.6 
10.0 
10.0 
10.0 
10.0 
9.2 

10.9 
11.9 
10.4 
8.2 
8.3 
9.3 
8.6 
9.9 

10.9 
10.8 

70.1 
77.7 
80.2 
82.9 
84.4 
90.0 
90.0 
90.0 
90.0 
90.9 
99.1 
88.1 
89.8 
91.8 
91.7 
90.7 
9U 
90.1 
89.1 
89.2 

Hospital Care: Percentage Distribution 

17.7 3.5 
2a5 3.0 
38.3 2.5 
41.8 2.2 
38.2 2.0 
33.7 1.5 
33.9 1.5 
34.5 1.2 
35.8 1.4 
35.9 1.8 
34.3 1.4 
33.7 1.3 
333 1.4 
35.4 1.1 
38.0 1.1 
35.-2 1.3 
35.8 1.2 
35.0 1.3 
33.5 1.5 
33.4 1.5 

(continued) 

48.9 
46.2 
41.3 
38.9 
44.2 
54.8 
54.6 
54.3 
52.9 
53.4 
53.3 
53.0 
54.9 
55.3 
S4.8 
54.3 
54.4 
53.8 
54.1 
54.3 

"''•• 
"''17.5 

22.6 
34.4 
34.9 
35.5 
34.3 
35.2 
35.5 
35.5 
37.5 
39.9 
39.8 
40.1 
40.4 
40.4 
40.9 
41.3 

"''••••
21.3 
21.7 
20.3 
19.7 
18.8 
18.6 
1<2 
17.8 
17.5 
17.3 
16.4 
14.7 
14.2 
14.0 
13.4 
13.1 
13.1 
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TABLE 5 (Continued) 

Aggregate and per Capite Amount and Percentage Distribution of Personal Health Care Expendttures,1 by 


Source of Funds, Selected Years 1950-1981 


YM< Total 

Patient 
Direct 

Payments 

All Third Parties 

Total 

Private 

Health 
Insurance Other Total 

PubliC 

Federal 
State and 

Loo• 

'"" "" "" .4 
.5 
.7 
.7 
.7 
.9 

1.0 
1.2 
1.4 
1.6 
1.9 
1.9 
21 
2.3 
2.6 
3.0 
3.3 

1950 
1955 
1960 
1965 
1966 
1967 
1968 
1989 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 

$ 2.7 

., "as 
9.2 

10.1 
11.1 
12.6 
14.3 
15.9,.
19.1 
21.2 
24.9 
27.6 
31.9 
35.8 
40.2 
46.8 
04.8 

$ 2.3 
2.6 
3.7 
5.2 
5.5 
5.1 
5.2 
5.9 
6.5 
7.1 
7.3 
8.0 
8.1 
9.0 
9.7 

11.4 
13.1 
15.0 
17.6 
20.8 

$ .5 
L1 
2.0 
3.3 
3.7 
5.0 
5.9 
6.8 
7.9 
8.6 
9.9 

11.1 
13.2 
15.9 
17.9 
20.5 
22.7 
25.3 
28.0 
34.0 

Physicians' SeiVIces:Amount (in Billions) 

$ .3 $ .1 
.9 .2 

1.6 .4 
2.7 6 
2.8 .6 
3.0 2.0 
3.4 2.5 
4.0 2.8 
4.9 3.0 
5.3 3.5 
6.0 3.9 
6.7 4.4 
7.9 5.3 
9.4 6.5 

10.8 7.1 
12.4 8.0 
13.5 9.2 
14.6 10.7 
16.5 12.5 
19.0 15.0 

$nla 

"'' "" .2 
.3 

1.4 
1.6 
2.0 
2.1 
2.5 
2.7 
3.1 
3.7 
4.6 
5.2 
5.9 
6.9 
8.1 
9.5 

11.6 

1950 
1955 
1960 
1985 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1976 
1979 
1980 
1981 

$18 
22 
31 
43 
46 
50 
54 .. "
75 
80.. 
98 

113 
124 
142 
168 
176 
202 
234 

$15 

20 " 
28 
27 

28 " 
28 
31 
34 
34 
37 
37 
41 
44 

".. 
65 
77 
89 

$ 3 
7 

11 
17 
18 
25 
29 
33 
38 
42 
46 

" " 72 

" " 100 
110 
125 
145 

Physicians' SeiVIces: per C8p/t8 Amount 

$2 $0 
5 0 
9 0 

14 0 
14 0 

0 " 17 0 
19 0 
23 0 
25 0 
28 0 
31 0 
36 0 
43 0 
49 0 

0 " 60 0 
64 0 
71 0 
81 0 

1 " 2 
3 
4 

10 
12 

14 " 
16 
18 
20 
24 
30 
32 
38 
41 
47 
54 
64 

$nla 

"" "'' 1 
2 
7 
9 

10 
10 
12 

14 " 
17 
21 
23 
26 
30 
35 
41 
50 

'"''"''""2 
3 
3 
4 
4 
4 
5 
5 
6 
7 
9 
9 
9 

10 
11 

"14 

1960 
1955 
1960 
1965 
1966 
1967 
1969 

'"' 1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 

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

63.2 
69.8 
65.4 
61.4 
59.9 
60.3 
47.0 
46.4 
45.1 
44.9 
42.4 
41.8 
37.9 
36.2 
35.1 
35.7 
36.6 
37. 
38.0 
37.9 

1<8 
30.2 
34.6 
38.8 
40.1 
49.7 
53.0 
53.8 
54.9 
...1 
57.6 
68.2 
62.1 
63.8 
84.9 
843 
63.4 
82.8 
820 
62.1 

Physicians' SEIIVIces: Percentage Distribution 

11.4 .3 
23.2 .2 
28.0 .2 
31.7 .1 
30.8 1 
29.4 .1 
30.4 .1 
31.6 .1 
33.9 .1 
33.3 .1 
34.8 .1 
34.9 .1 
37.0 .1 
37.6 .1 
39.1 .1 
39.0 .1 
37.7 .1 
38.2 .1 
35.2 .1 
34.7 .1 

5.2 
6.7 
6.4 
6.9 
9.3 

20.2 
22.5 
21.9 
20.9 
21.7 
22.8 
23.2 
25.0 
26.2 
25.8 
25.2 
25.7 
26.6 
26.7 
27.3 

"" "" 
1.8 "'' 
3.4 

13.6 
15.8 
16.2 
14.9 
15.5 
16.0 
16.0 
17.6 
18.6 
18.8 
1a6 
19.2 
20.1 
20.4 
21.3 

"" "'' "'' 5.1 
5.9 
6.8 
6.7 
5.8 
8.0 
6.3 
8.7 
7.1 
7.4 
7.6 
7.0 
6.7 
6.5 
6.5 
6.4 
6.0 

See toolnoles at end of tables. (eonHnued) 
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TABLE S(Contlnued) 

Aggregate and per Capita Amount and Percentage Distribution of Personal Health Care Expenditures, • by 


Source of Funds, Selected Years 1850-1981 


Year Total 

Patient 
Olrect 

Payments 

All Third Parties 

Private 

Health 
Total losuraoce Other Total 

Public 

Federal 
State and 

'""' 
1950 
1955 
1960 
1965 
1966 
1967 
1966 
1996 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1961 

,., 
6.1 
6.9 

13.4 
14.7 
16.0 
18.1 
20.2 
23.1 
25.2 
211.> 
30.9 
34.9 
39.7 
44.3 
49.1 
55.2 
62.6 
72.1 
62.2 

s 3.7 
5.2 
7.5 

10.9 
1.. 
11.9 
13.2 
14.6 
16.8 
17.8 
19.9 
21.6 
23.7 
25.7 
28.4 
31.1 
34.5 
36.3 
43.3 
46.2 

All Other Parsol'lal Health Care•: Amount (io Billions) 

$ .6 •. 2 • .. .9 ••• .2 .6 
1.4 .1 . 3 1.0 
2.5 .3 .5 1.7 
3.2 .3 .5 2.4 
4.1 .5 .5 3.0 
4.9 .5 .6 3.6 
5.6 .7 .6 4.3 
6.3 .6 .6 4.6 
7A 1.0 .7 5.7 ., 1.1 .6 6.3 
9.3 1.4 .6 7.1 

11.2 1.7 .9 6.7 
14.0 2.3 1.0 10.8 
16.0 3.1 1.1 11.7 
18.0 3.7 1.2 13.1 
20.7 4.4 1.3 14.9 
24.3 5.5 1.4 17.4 
28.6 6.6 1.6 20.4 
34.0 6.4 1.6 23.6 

$nla

••
"'' 1.0 
1A 
1.6 
2.3 
2.6 
29 
3.4,. 
4.3 
52 
6.5 
7.1 
7.9 
6.9 

10.4 
12.0 
14.3 

Sola••
.7 "'' 

1.0 
12 
1.5 
1.7 
1.9 
22 
2.5 
2.9., 
4.3 
4.6 
5.2 
6.0 
6.9 
6.3 
9.5 

1950 
1955 

"" 1965 
1968 
1967 
1968 
1996 
1970 
1911 
1972 
1973 
1974 
1975 
1978 
1977 
1976 
1979 
1980 
1961 

$26 
36 
46 

" 74 
79 

" 98 
U1 
U9 
132 
143 
161 
181 
200 
219 
243 
273 
3U 
351 

$24 

41 " 
55 
58 
59 
65 
71.. 
64 
93 

100 
109 
117 
126 
139 
152 
167 
167 
208 

All Other Personal Health Care•: per Capita Amount' 

4 $1 $3 • 5 
• •• 1 4 

6 1 2 6 
12 1 2 9 
16 2 2 12 
20 2 3 15 
24 3 3 
27 3 3 " 
30 4 3 " 23 
35 5 4 27 
36 5 4 30 
43 6 4 33., 52 6 4 
64 10 4 49 
72 14 5 53 .. 17 5 58 
91 20 6 

108 24 6 78 " 
124 30 7 
145 36 6 102 " 

•••
"" "'' 5 

7 
9 

" " 14 
16 
16 
20 
24 
30 
32 
35 
39 
46 
52 
61 

•••
"'' "'' 4 

5 
6 
7 
6 
9 

" 12 

" 16 

" 
23 " 
27 
30 
36 
41 

1950 
1955 
1960 
1965 
1966 
1967 
1966 

1970 "" 
1971 
1972 
1973 
1974 
1978 
1978 
19n 
1978 
1979 
1980 
1961 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0
ioo.o 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

66.2 
66.6 
63.9 
81.6 
78.4 
74.6 
73.1 
72.3 
72.6 
70.7 
70.6 
69.9 
67.8 
64.7 
64.0 
63.3 
62.6 
61.2 
60.1 
58.7 

All Other Personal Health Care•: Percentage DlstrlbuUoo 

13.8 4.2 9.6 
14.4 4.1 10.3 
16.1 1.1 3.3 11.6 
1U 1.9 3.5 13.0 
21.6 22 3.4 16.1 
25.4 3.3 19.1 
26.9 26 3.1 21.0 " 
27.7 3.0 21.4 
27.2 ".. 2.6 20.6 
29.3 3.9 2.9 22.5 
29.2 4.0 2.6 22.5 
30.1 4.5 2.6 23.1 
32.2 4.6 2.5 24.6 
35.3 5.7 2.5 27.1 
36.0 7.1 2.5 26.5 
36.7 7.6 2.5 26.7 
37.4 60 2.4 27.0 
36.8 .. 2.3 27.7 
39.9 9.5 2.2 26.2 
41.3 10.2 2.2 29.0 

"''••
"'' 7.6 
9.6 

11.4 
12.6 
12.8 
12.5 
13.7 
13.5 
13.8 
14.9 
16.4 
161 
161 
16.1 
16.7 
16.7 
17.4 

••
"''••5.2 
6.5 
7.7 
6.3 
6.5 
6.3 
66 
9.0 
9.2 
9.9 

10.7 
10.4 
10.6 
10.9 
11.0 
11.8 
11.6 

'Baaed on mid·year population <!Siirnates Including outlying IIIITIIorles, anne<:~ for,.., and federal employees ovefSee& and their depend· 
<~nts. 

'D<!nllsts' S<!fVie<!S, oilier proi<!SSional seniC<!S, druga and medical sundries, eyeglasses and applianC<!S, nuralng horne car<!, and oilier per· 
sonatlleallh care. 

'Included with direct payments: SIIJiar"e data not available. 
nla ~Ia not available. 
• L<!ssthan $100million. 
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TABLES 
Personal Health Care Expenditures by Selected Third-Party Payers and Type of Expendltunt, 1979-1981 

(amounts In billions) 
Phy· Den· 

Per· Hos· sicians' lists' Prof. 
sonal pi tal Serv­ Serv· Serv· Nursing 

Source of Payment Care Care ices ices ices Drugs Glasses Homes Other 

1981 

Total $255.0 $118.0 $54.8 $17.3 $6.4 $21.4 $ 5.7 $24.2 $ 7.2 

Patient Direct Payments 81.7 12.8 20.8 12.3 3.8 17.1 4.7 10.3 

Third-Party Payments 173.2 105.2 34.0 5.0 2.6 4.3 1.0 13.9 7.2 
Private Health Insurance 66.8 39.4 19.0 4.3 1.1 2.4 .3 .2 
Philanthropy and Industrial 

In-Plant 3.5 1.7 .1 .1 1.6 
Government 102.9 64.1 15.0 .7 1.4 1.9 .7 13.6 5.6 

Federal 74.6 48.7 11.6 .4 1.1 1.0 .6 7.5 3.8 
Medicare' 43.5 31.4 9.6 .8 .5 .4 .6 
Medicaid• 16.4 5.9 1.5 .3 .2 .9 6.6 .9 
Other 14.7 11.3 .5 .1 .1 .1 .4 2.3 

State and Local 28.3 15.4 3.3 .3 .3 .9 .1 6.1 1.8 
Medicaid' 13.3 4.8 1.2 .3 .1 .7 5.4 .7 
Other 15.0 10.7 2.1 .2 .2 .1 .7 1.0 

1980 

Total 219.4 100.4 46.8 15.4 5.6 19.3 5.1 20.6 6.0 

Patient Direct Payments 72.1 10.9 17.8 11.2 3.3 15.7 4.3 8.8 

Third·Party Payments 147.3 89.5 29.0 4.2 2.3 3.6 .8 11.8 6.0 
Private Health Insurance 57.0 33.7 16.5 3.6 .9 2.0 .3 .2 
Philanthropy and Industrial 

In-Plant 3.1 1.5 .1 .1 1.4 
Government 87.2 54.3 12.5 .6 1.4 1.8 .5 11.5 4.6 

Federal 62.7 41.1 9.5 .3 1.0 .8 .5 6.2 3.2 
Medicare' 35.7 26.0 7.8 .7 .4 .4 .5 
Medicaid' 13.8 5.1 1.3 .3 .3 .8 5.5 .6 
Other 13.2 10.1 .4 .1 .1 .4 2.1 

State and Local 24.5 13.2 3.0 .3 .4 .8 .1 5.3 1.4 
Medicaid' 11.8 4.3 1.1 .2 .2 .7 4.7 .5 
Other 12.7 8.8 1.8 .2 .2 .1 .7 .9 

1979 

Total 188.9 86.1 40.2 13.3 4.7 17.2 4.6 17.6 5.1 

Patient Direct Payments 61.8 8.5 15.0 9.9 2.8 14.2 4.0 7.4 

Third-Party Payments 127.1 77.6 25.3 3.4 2.0 3.0 .6 10.1 5.1 
Private Health Insurance 50.2 30.1 14.6 2.9 .7 1.6 .2 .1 
Philanthropy and Industrial 

ln·Piant 2.6 1.2 .1 1.3 
Government 74.3 46.3 10.7 .5 1.2 1.4 .4 9.9 3.8 

Federal 53.3 34.8 8.1 .3 .9 .7 .4 5.5 2.7 
Medicare' 29.3 21.2 6.5 .6 .3 .4 .4 
Medicaid' 12.2 4.5 1.2 .3 .3 .7 4.8 .4 
Other 11.8 9.0 .4 .1 .1 .3 1.8 

State and local 21.0 11.5 2.6 .2 .3 .7 .1 4.4 1.2 
Medicaid' 9.5 3.5 1.0 .2 .2 .5 3.8 .3 
Other 11.5 8.0 1.7 .1 .2 .1 .6 .8 

'Represents total expenditures lrom trust funds for benefits. Trust fund income includes premium payments paid by or on 
behalf of enrollees. 

'Includes funds paid into medicare trust funds by States under "buy·in" agreements to cover premiums lor public assist· 
ance recipients and for persons who are medically indigent. 

'Based on mid·year population estimates including outlying territories, armed forces, and federal employees overseas and 
their dependents. 
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TABLE7 
Expenditures for Health Servlcn and Supplies Under Public Programs

by Program, Type of Expenditure, and Source of Fui1ds 
1981 

Health Services aild Supplies 

Pel'$0nal Health Care 

Other 
Pro· Drugs 
fes- and Eye- Other Admin· 

Ptly- Den· sion- Medi- glasses Nurs- Per· istra- Public 
Hos- slclans' lists' al cal and lng sonal live Health 
pital Serv· Serv· SeiV· Sun· Appll· Home Health Expen· Actlvi· 

Program Area Total Total Care ices Ices Ices dries ances Care Care ses ties ----- ----- ----- ----- ----- ----- ----- ----- ----- ----- ----- -----
Amount (in Billions) 

Total Health Services and Supplies S273.5 $255.0 $118.0 $54.8 $17.3 $6.4 $21.4 $5.7 $24.2 $7.2 $11.2 $7.3 

All Public Programs 114.5 102.9 64.1 15.0 .7 1.4 1.9 .7 13.6 5.6 4.3 7.3 
Total Federal Expeflditures 78.4 74.8 .S.7 11.8 .4 1.1 1.0 .6 7.5 3.8 2.5 1.3 
TotaiStateandLocaiExpendlture 36.1 28.3 15.4 3.3 .3 .3 .9 .1 6.1 1.8 1.8 6.0 

Medicare' (Federal) 44.8 43.5 31.4 9.6 - .8 - .5 .4 .6 1.3 

Medicaid' 31.3 29.7 10.7 2.8 .6 .3 1.7 - 12.0 1.7 1.8 
Federal Expenditures 17.5 16.4 5.9 1.5 .3 .2 .9 - 6.6 .9 1.1 
State and Local E)(pendltures 13.8 13.3 4.8 1.2 .3 .1 .7 - 5.4 .7 .5 

Other Public Assistance Payments 
forMedlcalcare 1.8 1.8 .7 .2 - - .1 - .7 .1 

Fecleral ---------­
State and Local 1.8 1.8 7. .2 - - .1 - .7 .1 

. Veterans Medical care 6.7 6.6 5.5 .1 .1 - - .1 .4 .5 .1 

DepartrnentofOefense' 5.0 5.0 4.1 .1 - - - - - .7 

WorkersCompensatlon 5.7 4.4 2.2 1.9 - .1 .1 .1 - - 1.3 
Federal Employees .2 .2 .1 - - - - - - - ­
-~~~- u u ~ u - • • • - - u

State and Local Hospitals' 7.7 1.1 7.7 

Other Public Elc:penditures for
PersonalHealthCare' 4.2 4.2 1.7 .3 - .1 - .1 - 2.0 .1 

Federal 3.0 3.0 1.6 .2 - - - - - 1.1 
StateandLocal 1.2 1.2 .1 .1 - - - - - .9

Government Public Health Activities 7.3 - - - - - - - - - - 7.3 
Federal 1.3----------1.3 
Stateandlocal 6.0 - - - - - - - - - - 6.0 

AOdenda: Medicare and Medicaid 75.7 72.8 42.1 12.4 .6 1.2 1.7 .5 12.4 2.0 2.9 
. 

~e footnotes at end ol tables. 
(contlnu~ 
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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 Servlc&sancl Supplies 

Program Area 

Personal Health Care 

Other 
P<o- Drugs

Eye· Other 
Phy­ Den· slon· Medl· glasses Per· '"' 

HOS• slclans' lists' ·­ ""~ sonal 
pitaI S.N· S.N· " S.N· "' Sun· Appll· H~o Health '"' '"' 

Total Total Care ices Ices Ices dries ances Co~ Ca"--­ --­ --­ --­ --­ --- --­ --­ --­ --­
Amount (In Billions) 

Admin· 
istr• 
live 

Expen­

'" 

Public 
Health 
Activi· 

ties 

Total Health Services and Supplies 

All Public Programs 
Total Fe<leraL Expenditures 
Total State and Local Expenditures 

Medicare' (Federal) 

$237.1 $219.4 $100.4 $46.8 $15.4 $5.6 $19.3 $5.1 S2M $6.0 

97.9 87.2 54.3 12.5 .6 1.4 1.6 .5 11.5 4.6 
66.0 62.7 41.1 9.5 .3 1.0 .8 .5 6.2 3.2 
31.9 24.5 13.2 3.0 .3 .4 .8 ,1 5.3 1.4 

36.8 35.7 26.0 7.8 - .7 - .4 .4 .5 

$10.7 

3.7 
2.0 
1.7 

1.1 

$7.0 

7.0 
1.3 
5.7 

Medicaid' 
Federal Expenditures 
State and Local Expenditures 

26.8 25.5 9.4 2.5 .5 .5 1.4 - 10.2 1.1 
14.6 13.8 5.1 1.3 .3 .3 .8 - 5. .6 
12.2 11.8 •.3 1.1 .2 .2 .7 - •.7 .5 

1.3 
.8 
.5 

Other Public Assistance Payments 
for Medical care 

Federal 
1.8 1.8 .6 .2 - - .1 - .7 .1 
- - - - - - - - - -

State and Local 1.6 1.6 .6 .2 - - .1 - .7 . 1 

Veterans' Medical care 5.9 5.9 4.9 .1 . 1 - - . 1 .4 •• 
Department of Defense• 4.2 4.2 3.4 .1 - - - - - .6 

Workers COmpensation 
Federal Employees 
State and Local Programs 

5.0 3.9 2.0 1.6 - .1 . 1 . 1 - -
. 1 .1 .1 - - - - - - -

•.9 3.8 1.9 1.6 .1 - . 1 . 1 - -
1.1 
-
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 - .1 - - - 1.9 .1 

Federal 3.0 3.0 1.6 .2 - - - - - 1.1 
State and Local 1.1 1.1 . 1 .1 - - - - - .9 

Government Public Health Activities 
Federal 
State and Local 

7.0 - - - - - - - - -
1.3 - - - - - - - - -
5.7 - - - - - - - - -

---
7.0 
1.3 
5.7 

Addenda: Medicare and Medicaid 63.3 60.9 35.4 10.3 .5 1.2 1.4 .4 10.5 1.2 2.4 
See footnotes at end ot tables. 

(continued) 
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.. TABLE 7 (C<IIIIInuod)

Expenditures for Health 8ervlceland Suppllea Under Public Programs 
by Program, Type of Expenditure, and Source of Funds 

1979 
Heatth Services and Supplies 

Personal Health Care 

Other 
Drugs ·~ fes­ md ,,. 

Phy· 0.~ sion· Medi­ glasses Nurs­
HOS· sicians' tists' 
pita! Serv­ .... Serv- Sun- Appll· Homo " "' "' '"' 

Other...,. 
sonal 
Health 

Admin. 
istra­

""" Expen­

Public 
Health 
Actlvl­

Program Area Total Total <•~ Ices ices Ices dries ances ~ --­ ---­ --­ --­ --­ --- --­ ---- --­ ~ --- ~·--­ ties--­
Amount(in Billions) 

Total Health Services and Supplies $204.5 $188.9 $ 86.1 $40.2 $13.3 $4.7 $17.2 $4.6 $17.6 $5.1 $9.3 $6.2 

All Public Programs 8,. 74.3 46.3 10.7 .5 1.2 1.4 .4 9.9
Total Federal Expenditures 50.5 53.3 3.. 8.1 .3 .9 .7 .4 .. 3.8 

2.7 
3.3 
1.9 

0.2 
'-' 

Total State and Local Expenditures 27.4 21.0 11.5 2.0 .2 .3 .7 .1 4.4 1.2 1.3 5.0 

Medicare' (Federal) 30.3 29.3 21.2 0.5 - .0 - .3 .4 .4 LO 

Medicaicl' 22.9 21.8 8.1 2> .4 .5 1.2 - 8.0 
Federal Expenditures 13.0 12.2 4.5 .3 .3 .7 4.8 '-' -
State and Local Expenditures 9.8 9. 3.5 1.0 .2 .2 .5 - 3.8 

.7 

.4 

.3 

1.1 
.8 
.3 

' m• ~ 
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Other Public Assistance Payments 
lor Medical Care 1.5 1.0 .5 .1 - - .1 - .0 

Federal -- - - - - - - -
State and Local 1.5 1.5 .5 .1 .1 - - - •• 

Veterans' Medical Care 5.3 5.3 4.4 .1 - .3 - - -
Department ol Defense' 3.8 3.8 3.1 .1 - - - - -
Workers Compensation 4.5 3.5 1.8 1.5 - .1 .1 .1 -

Federal Employees .1 .1 .1 -- - - - -
State and Local Programs 4.4 3.4 1.7 1.4 - .1 .1 .1 -

State and Local Hospitals' 5.0 5.0 5.0 

.4 

.5 

--
-

1.0 -
1.0 

Other Public Expenditures for 
Personal Health Care' 3.7 3.7 1.0 .3 - .1 - - -

Federal 2.7 2.0 1.5 .2 - -- - -
State and Local 1.1 1.0 .1 .1 - -- - -

1.7 
.9 
.8 

.1 

.1 

Government Public Health Activities 0.2 - - - - - - - -
Federal 1.2 -- - - - - - -
State and Local 5.0 - - - - - - - -

--
-

---
0.2 
1.2 
5.0 

Addenda: Medicare and Medicaid 52.9 50.8 29.3 8.7 .4 1.0 1.2 .3 9.0 .a 2,, 

'AePfl!sents !Olaf e~pendltures from trust funds for tleneHts and administrative costs. Trust fund income includes premium paymomts 
paid by or on tlet>alt of enrollees. 

'Includes funds paid into Medicare trust funds tly States under "buy-in" agreements lo cover premiums for public assistance recipients 
and for pel'$0nS wtlo are medically Indigent 

'Includes care for relirees and military d&pendenls• 
'bpendltures lor State and local g011emment hospitals not offset by other revenues. 
'Includes program spending for maternal and child health; vocatlooal rehabilitation medical payments; temporary disability Insurance 

medical payments; PHS and other Federal hospitals; Indian health services; alcoholism, drug abuse, and mental health; and school 
health. 
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TABLE& 
Health Care Expenditures by Government Programs,1985-1981 

(amounts In millions of dollars) 

Total National Health Expenditures 

Private Health Expenditures 
Health Services and Supplies 

Patient Direct Payments 
Insurance Premiums 
Other 

Medical Research 
Medical Facilities Construction 

Government Program Expenditures 
Health Services and Supplies 

Medicare' 
Temporary Disability Insurance 
Workers' Compensation (Medical) 
Public Assistance Medical Payments 

Medicaid' 
Other Public Assistance Medical Payments 

Defense Dept Medical care• 
Maternal & Child Health Programs 
Veterans Medical Care 
Medical Vocational Rehabilitation 
Other Personal Health Care Programs 

ADAMHA•·• 
Indian Health Service• 
OEO Health and Medical Care• 
State& Local Hospitals' 
School Health 
Other Public Programs n.e.c.• 

Other Public Health Activities 
Medical Research 
Medical Facilities Construction 

1981 19&! 1979 1978 1977 1976 1975 1974 
286,616 

164,088 
158,977 
81,746 
73,184 

4,046 
339 

4,772 

122,528 
114,493 
44,752 

54 
5,713 

33,106 
31,300 
1,806 
5,031 

861 
6,659 

285 
10,763 

749 
456 
-

7,747 
636 

1,174 
7,271 
5,314 
2,721 

248,967 

143,553 
139,264 

72,088 
63,624 

3,552 
322 

3,967 

105,414 
97,875 
36,828 

52 
5,042 

28,473 
26,828 

1,645 
4,233 

812 
5,941 

281 
9,206 

791 
4<>3 
-

6,213 
582 

1,218 
7,007 
5,006 
2,532 

214,962 

124,389 
120,627 
61,806 
55,859 

2,962 
302 

3,460 

90,573 
83,835 
30,333 

58 
4,494 

24,340 
22,867 

1,473 
3,779 

767 
5,313 

279 
8,229 

636 
344 
-

5,615 
532 

1,102 
6,243 
4,483 
2,255 

189,312 

109,785 
106,251 
54,089 
49,679 

2,483 
282 

3,251 

79,528 
73,274 
25,932 

80 
3,476 

21,118 
19,812 

1,307 
3,441 

726 
4,984 

259 
7,930 

681 
318 
-

5,418 
495 

1,018 
5,327 
4,162 
2,092 

169,248 

99,140 
95,674 
48,707 
44,619 
2,348 

273 
3,193 

70,109 
64,404 
22,524 

74 
3,129 

18,858 
17,721 

1,137 
3,062 

683 
4,400 

250 
7,105 

574 
260 
-

4,950 
432 
800 

4,320 
3,646 
2,059 

149,655 

86,718 
83,205 
43,007 
38,172 

2,026 
267 

3,246 

62,937 
57,421 
19,303 

71 
2,756 

16,852 
15,836 
1,016 
2,964 

641 
4,152 

224 
6,646 

529 
226 
-

4,688 
377 
826 

3,813 
3,434 
2,083 

132,720 

76,540 
73,205 
38,979 
32,437 

1,788 
264 

3,072 

56,180 
51,115 
16,317 

73 
2,430 

15,098 
14,153 

945 
2,830 

589 
3,495 

224 
6,901 

649 
204 
-

5,050 
361 
637 

3,157 
3,071 
1,994 

116,379 

69,263 
65,958 
36,419 
21,1n 

1,762 
252 

3,053 

47,116 
42,953 
13,099 

71 
2,175 

12,079 
11,287 

793 
2,893 

547 
3,000 

203 
6,155 

202 
88 
-

4,890 
332 
843 

2,731 
2,538 
1,625 

(Conllnued) 

~ 




.., 
"' 

TABLEI(contlnued)
Health Care Expenditures by Qovemment Programs 1985-1981 

(amounts In millions of dollars) 

1981 1980 1979 1978 1977 

Federal Program Expenditures 83,912 71,085 61,032 53,851 47,399 

1976 1975 1974 

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 4~33 3,779 3,441 3,062 2,964 2,830 2,893 
Maternal & Child Health Programs 395 358 350 343 321 312 286 253 
Veterans Administration 6,659 5,941 5,313 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 2,017 1,723 

ADAMHA'·' 749 791 636 661 574 
Indian Health Service• 456 403 344 316 260 

1,581 
529 
226 

1,490 
649 
204 

933 
202.. 

CEO Health and Medical Care• - - - - - - - -
Other Public Programs n.e.c.• 1,174 1,218 1,102 1,018 890 826 637 643 

Other Public Health Activities 1,314 1,265 1,227 1,230 1,229 1,316 1,221 1,054 
Medical Research 4,622 4,538 4,048 3,762 3,284 3,109 2,772 2,268 
Medical Facilities Construction 658 567 532 681 537 566 490 340 

Net State and Local 
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Program Expenditures 38,616 34,328 29,540 25,677 22,709 
Health Services and Supplies 36,059 31,895 27,383 23,866 20,825 

Temporary Disability Insurance 54 52 58 60 74 
Workers' Compensation (Medical) 5,551 4,901 4,378 3,384 3,053 
Public Assistance Medical Payments 15,589 13,894 11,312 9,957 8,814 

Medicaid' 13,784 12,249 9,839 8,651 7,677 

20,375 
18,533 

71 
2,685 
7,842 
6,826 

19,105 
17,301 

73 
2,371 
7,161 
6,216 

16,671 
15,116 

71 
2,133 
5,682 
4,869 

Other Public Assistance Medical Payments 1,806 1,645 1,473 1,307 1,137 
Maternal & Child Health Programs 466 454 417 383 362 
Medical Vocational Rehabilitation 57 56 56 52 50 

1,016 
330 
44 

945 
303 

46 

793 
294 
36 

Other Personal Health Care Programs 8,384 6,795 6,147 5,913 5,382 
State & Local Hospitals' 7,747 6,213 5,615 5,418 4,950 

5,064 
4,688 

5,411 
5,050 

5,222 
4,890 

School Health 638 582 532 495 432 3n 361 332 
Other Public Health Activities 5,957 5,742 5,016 4,097 3,091 

Medical Research 492 469 435 401 382 
2,497 

325 
1,936 

299 
1,678 

270 
Medical Facilities Construction 2,066 1,965 1,722 1,411 1,522 1,517 1,505 1,285 

(Continued) 
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TABLE &(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 103,181 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 
Health Services and Supplies 60,603 54,839 48,736 44,311 38,526 34,452 

Patient Direct Payments 34,211 30,992 27,805 26,024 22,876 20,523 

32,337 
30,892 
18,836 

32,533 
31,017 
19,479 

30,950 
29,482 
18,522 

Insurance Premiums 24,845 22,358 19,475 17,075 14,596 12,868 
Other 1,547 1,489 1,456 1,213 1,053 1,061 

Medical Research 232 227 233 215 213 208 

11,090 
966 
198 

10,555 
982 
166 

9,993 
966 
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 24,913 22,102 
Health Services and Supplies 35,72() 32,061 28,426 24,952 22,266 19,592 

Medicare' 10,135 9,114 8,284 7,500 6,916 5,974 
Temporary Disability Insurance 69 65 71 66 59 55 

18,968 
16,580 
4,726 

53 

13,574 
11,403 

1,135 
54 

10,799 
8,754 

-
52 

Workers' Compensation (Medical) 1,682 1,574 1,440 1,408 1,262 1,146 1,011 910 798 
Public Assistance Medical Payments 10,349 9,119 8,055 6,321 5,500 4,617 3,635 2,732 2,112 

Medicaid• 9,676 8,541 7,076 5,471 4,556 3,950 
Other Public Assistance Medical Payments 673 578 979 850 944 667 

Defense Dept. Medical Care• 2,304 2,210 1,786 1,782 1,733 1,606 
Maternal & Child Health Program 482 508 464 429 451 389 

2,982 
653 

1,454 
338 

1,512 
1,220 
1,211 

300 

-
2,112 

853 
255 

Veterans Medical care 2,741 2,380 2,051 1,764 1,520 1,381 
Medical Vocational Rehabliitatlon 177 178 174 149 123 113 
Other Personal Health Care Programs 5,349 4,905 4,337 4,114 3,474 3,267 

ADAMHA•·• 

1,301 
84 

3,089 

1,198 
56 

2,981 

1,145 
40 

2,686 

Indian Health Service• 
OEO 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 2,620 2,578 2,373 
School Health 307 290 277 260 236 215 192 166 150 
Other Public Programs n.e.c.• 822 733 504 349 225 188 

Other Public Health Activities 2,233 2,006 1,764 1,420 1,229 1,045 
175... 154 

825 
140 
814 

Medical Research 2,291 2,126 1,663 1,754 1,709 1,888 
Medical Facilities Construction 1,272 1,240 1,351 1,086 938 843 

(Continued) 
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821 

1,443 
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1,340 
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TABLE 8(continued) 
Health care Expenditures by Govemment Programs, 1986-1881 

(amountaln millions of dollars) 

1973 1972 1971 1970 1969 1968 1967 1966 1965 

Federal Program Expenditures 25,178 22,679 20,319 17,667 16,087 14,112 11,918 7,444 5,535 
Health Services and Supplies 22,835 20,612 18,203 15,715 14,164 12,233 10,142 5,781 3,964 

Medicare' 10,135 9,114 8,284 7,500 6,916 5,974 4,726 1,135 -
Workers' Compensation (Medical) 34 29 26 23 16 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 3,841 3,001 2,409 1,979 1,469 734 -
Other Public Assistance Medical Payments - - 373 243 367 242 296 729 1,359 

Defense Dept. Medical Care• 2,304 2,210 1,786 1,782 1,733 1,606 1,454 1,211 653 
Maternal & Child Health Program 209 249 190 159 196 172 149 117 64 
Veterans Administration 2,741 2,380 2,051 1,764 1,520 1,381 1,301 1,198 1,145 
Medical Vocational Rehabilitation 144 142 139 120 95 64 63 40 26 
Other Personal Health care Programs 699 663 663 507 350 303 277 237 163 

AOAMHA•·• 
Indian Health Service• 
OEO Health and Medical Care• 77 149 179 156 124 115 102 63 23 
Other Public Programs n.e.c.• 622 733 504 349 225 166 

Other Public Health Activities 906 967 630 615 561 476 
175 
392 

154 
367 

140 
344 

Medical Research 2,042 1,669 1,670 1,571 1,552 1,537 1,455 1,340 1,245 
Medical Facilities Construction 302 376 446 361 371 342 321 322 306 

Net State and Local 
Program Expenditures 14,105 12,547 11,341 10,125 8,825 7,990 

Health Services and Supplies 12,886 11,448 10,223 9,237 8,102 7,369 
7,050 
6,437 

6,130 
5,621 

5,264 
4,770 

Temporary Disability Insurance 69 65 71 66 59 55 53 54 52 
Workers' Compensation (Medical) 1,848 1,545 1,414 1,384 1,244 1,130 996 697 787 
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 1,513 776 -
Other Public Assistance Medical Payments 673 576 606 607 577 425 357 491 753 

Maternal & Child Health Programs 273 256 274 270 255 217 190 163 171 
Medical Vocational Rehabilitation 32 36 35 29 26 29 20 16 14 
Other Personal Health care Programs 4,449 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 307 290 277 260 236 215 192 166 150 

Other Public Health Activities 1,326 1,039 934 605 666 569 495 456 469 
Medical Research 250 237 213 163 157 131 113 104 95 
Medical Facilities Construction 970 662 906 705 567 501 500 405 399 

'Represents total expenditures from trust funds for benefits and administrative costs. Trust fund income includes premium payments 
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 assistance recipients 
and for persons who are medically indigent. 

'Includes care for retirees and military dependents. 
'Alcohol, Drug Abuse, and Mental Health Administration. 
'Not separately estimated prior to 1974. 
'Office of Economic Opportunity. Programs transferred to the Department of Health, Education, and Welfare in 1974. 
'E~pendltures for State and local government hospitals not offset by other revenues• 
'Not elsewhere classified. 
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