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PRIVATE consumer expenditures for medical 
care amounted to almost. $22 billion in 1962. Ap- 
proximately $14 billion, or 66 percent of t,he total, 
represented direct payments by consumers ; the 
remaining $8 billion was in the form of payments 
for health insurance. The aggregate amount of 
the increase from 1961 was almost $1.2 billion or 
5.8 percent. Direct payments rose only 2.2 per- 
cent, and health insurance payments increased 
13.4 percent. 

Per capita expenditures for medical care in 
1962 amounted to $119.44. Direct expenditures 
were $78.27 per capita, and payments for health 
insurance were $41.17. 

DEFINITIONS AND METHODOLOGY 

These data on private consumer expenditures 
for medical care and voluntary health insurance 
continue the series of annual estimates made by the 
Division of Research and Statistics and published 
in the BULLETIN. In the current analysis, changes 
in the methodology of estimating hospital care 
expenditures have resulted in revisions in the data 
for this category of expenditures for several years. 
Adjustments have been made in the data for the 
other categories to conform with revisions in 
source data. No changes have been made in the 
data on private consumer expenditures for years 
before 1956. No changes in concepts have been 
made since last year, and the reader is referred 
to the December 1962 BULLETIN for a det,ailed 
discussion of the definitions and sources of the 
data.l 

Comparisons are often made between the data 
on private consumer expenditures for medical care 
shown in this series and the data published nnnu- 

* Division of Research and Statistics. 
1 Louis S. Reed and Dorothy P. Rice, “Private Medical 

Care Expenditures and Voluntary Health Insurance, 194s 
61,” Social Sccrtrit~ Bullctiw, December 1962. 
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ally by the Department of Commerce.* Some 
questions may be raised because of the differences 
in the two sets of data. The basic difference results 
from the division by the Department of Com- 
merce of the national accounts into two sectors, 
public and private. All private consumer expendi- 
tures reportecl by the Department relate only to 
privately controlled facilities-that is, nongovern- 
merit, hospitals and nursing homes-and, unlike 
the Social Security Ildministration data, do not 
include private expenditures in Federal, State, 
city, and other government hospitals and nursing 
homes. The Department of Commerce data for 
“privately cont,rolled hospitals and sanitariums” 
also combine expenditures for hospitals and nurs- 
ing homes. 

Both sets of data on expenditures for physi- 
cians! and dentists’ services are based on the gross 
receipts as reported by practitioners in solo and 
partnership practice on Schedule C of their in- 
come-tax returns. There are minor differences in 
method of estimation, however, as well as differ- 
ences in definitions between the two sets of dat.a. 
The Social Security Aclministration includes 
under physicians’ services the services of osteo- 
pathic physicians; the Department of Commerce 
classifies such services as “other professional serv- 
ices.‘? Salaries paid t,o physicians and dentists in 
consumer-sponsored, group-practice, prepayment 
plans are included in “physicians services” by the 
Social Security Administration ancl in “medical 
care and hospitalization insurance” by the Depart- 
ment of Commerce. 

Another clifierence in the two estimates is that 
the Department of Commerce includes both medi- 
cal care and disability insurance in its estimate of 
“medical care ancl hospitalization insurance,” and 
the Social Security Administration estimate for 
“health insurance, net cost” represents the net cost 
of insurance for health services only. 

2 Department of Commerce, Office of Business Eco- 
nomies, Surwqj of Curred Busiwss, Sational Income 
Sumber, July 1963, table 14, page 20. 
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‘I’lie Social Sec1irit.y Administration estimate of 
expenditures for “other professional services” in- 
cludes consumer expenditures for the services of 
registered and ljractical nurses in private duty, 
visiting nurses, podiatrists, physical therapists, 
clinicnl psychologists, chiropractors, nnturopaths, 
and Christian Science pract,itioners. The estimates 
are based on the number of practitioners in each 
field and their estimated gross income. The De- 
partment of Commerce series does not include 
expenditures for the services of practical nurses 
in private duty but classifies such services as a 
species of domestic service. 

The data on expenditures for drugs and clrug 
sundries and for eyeglasses and appliances are 
taken without, change from the Department, of 
Commerce figures for these categories. 

Methodological Changes 

L1s indicated earlier, the current data on ex- 
penditzures for hospital care reflect, R revision of 
the est~imating procedures used in previous years. 
Since the start of the series, expenditures for 
hospital care have been estimated from data re- 

ported in the annual Guide Issue of HospWs on 
the revenue from patients and/or operating ex- 
penses of hospitals. For State and local govenl- 
ment hospitals, consumer expenditures were based 
on unpublishecl data from the American Hospital 
Association on their patient revenue. Since many 
government hospitals do not, report this revenue 
in their annual returns, the Association estimated 
the amount; consequently the data were of un- 
cerhiu validit,y. In addition, the Association no 
longer makes such unpublished data av,zilnble. A 
new methodology hs therefore been developed by 
the Social Security Administration that uses pub- 
lished data from the Census of Governments 
on revenue from charges made in government 
liospitnls. 

Under the current proceclure, est,imates of pri- 
vate consumer expenditures are made separately 
for (a) Federal hospitnls, (b) State and local 
government hospitals, and (c) voluntary and 
proprietary hospitals. Total revenue (or total 
operating expense) for all types of hospitals, 8s 
reported in the Guide Issue of Hospitals. is used 
as a base. This figure is adjusted upward to take 
nccount, of the revenues of nonreporting hospitals 
ancl for conversion of the data to the calendar 

TABLE l.-Private consumer expenditures for medical care: Amount and percentage distribution, by type of expenditure, 
selected years, 1948-62 * 

Type of expenditures 

Total . ..-. .... .._ ................. .._ ...... 

Hospitaleare..........................~ .......... 
Physicians’servires )............-....~..........-. 
Dentists’services ... ._ ..... .._ ....... _ . .._ . .._~_ .. 
Drugs and drug sundries 3.. .. .._....._......__ .... 
Eyeglasses and appliances ‘. .. .__ .. __ ... ._-_ _ ... ._. 
Other professional services 5. _ .._._. ....... .._ ..... 
Nursing-home care _ _ _. ..... __ _ ._. .......... __. .... 
Health insurance, net cost 6.. ... .._...._ ........... 

--- -- 
Total . . . . . . . . . ..__..._.__.___._.......__._._... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

-__ -__ .__ -- _- .- 

IIospitnlcare...................~......~~~~~ ....... 22.0 24.5 27.2 26.8 26.7 2s. G 26.0 26.5 27.3 27.8 
Physicions services. __ ....... .._....._._.._ ....... 32.5 30.0 26.G 26.5 26.4 27.3 28.0 27.4 
Dentists’ services ._._.._..._...._..............__ _ 11.7 11.1 11.7 11.4 11.2 11.1 10.4 10.2 Ti:i 26.5 10.0 
Drugs rind drug sundries. _ ._.._ ......... . _.__. 19.1 19.8 19.2 20.1 19.7 19.9 19. i 19.8 19.4 
Eyeglasses and appliances _._..._......_______ .... 5.6 5.6 5.3 5.7 Il.4 6.0 6.5 6.2 fi.0 ‘2 
Other nrofessionnl services. ..... .._....._ ......... 4.3 4.3 4.1 4.0 4.1 4.2 4.2 4.1 4.1 4.0 
W&g-home core. __......._.__.__.........._._ _ 1.3 1.3 1.2 1.2 1.2 1.2 1.2 1.4 1.5 1.G 
IIcalth insurnncc, nrt cost- .__.._ .......... .._ .... 3.3 3.4 4.8 4.3 4.3 3.i 4.1 4.3 4.7 4.8 

- 

.- 
1948 1 1950 1 1955 1 1956 i 1957 / 1958 / 1959 ) 1960 ( 1961 1 1962 

Amount (in millions) 
- 

$7,6G3 1 $8.669 1 1 $12.906 $14,279 1 $15,518 t $lG,652 1 $18.243 

1,689 
2,490 

900 
1.466 

431 
331 
100 
256 

2.126 
2; 597 

961 
l,i19 

486 
370 
110 
300 

3,512 3,827 4,137 4,432 4,746 5.207 
3,433 3,787 4.101 4,553 5.105 5,388 
1,508 1,625 1,737 1,850 1,894 2.008 
2,473 2,869 3,062 3,310 3,591 3,895 

685 814 990 991 1,185 1,219 
531 578 G41 696 756 806 
150 170 180 200 280 220 
814 609 870 620 740 845 

Percentage distribution 

1 Includes all government and private employer contributions for health practice and in consumer-sponsored group clinics. 
insurnnce of employees hut excludes workmen’s compensiltion payments 3 Includes surgical supplies. 
for mcdicnl henefits and all medical payments under public programs. 4 Includes fees of aptomctrists and expenditures for hearing aids, ortho- 
Data exclude Puerto Rico, the Virgin Islands, and Quam and, heforc 1960 pedic appliances, artificial limbs, crutches, wheelchairs. etc. 
Alaska and Hnwaii. Data for the years omitted are reported in last year’s 5 Services of registered and practical nurses in private duty, visiting nurses, 
article on “Private Medical Care Expenditures and Voluntary Health ln- podiatrists, physical therapists, clinical psychologists, chiropractors, no- 
surance, 1948-61,” Social &mritu Bulletin, December 1962. Data revised bc- twopaths, and Christian Science pmctitioncrs. 
ginning 1956. 6 Difference between income end beneflt expenditures of all health of- 

2 Services of medical and osteopathic physicians in solo and group private ganizotions. 
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- 

$19,648 $20,749 $21,945 
---- -__ 

5,667 5.577 %;i 
2.108 2:202 
4,Olfi 4,157 
1,247 1,372 

851 887 
305 346 
978 1,060 



year. For all government hospitals, revenues from 
clharges as reported by the Bureau of the. Census,3 
after deduction of estimated vendor payments 
made by government agencies under various medi- 
cal care programs, represent private consumer ex- 
penditures in these hospitals. 

Consumer expenditure.s for care. in voluntary 
and proprietary hospitals are residual amounts 
determined after deducting from total revenues 
the following : (a) researc.1~ grants to hospit nls ; 
(b) estimated revenues from philanthropic sources 
(income from endownents, gifts, and payment by 
pl~ilai~tlwopic organizations for care of patients) ; 
(c) government grants to hospitals and payment3 
to hospitals by government agencies for care of 
I,atients under public programs (public assist:lnce., 
the meclical care program for dependents of mili- 
t ary pe.rsonnel, the Veterans Admiaistrat ion 
“home town” program, etc.) ; and (d) payments 
io hospitals by private carriers and self-insured 
eml)loyers unde.r workmen’s compensation. This 
new procedure resulted in estimates of consumer 
expenclitures for hospital care approximately 2 
ljercent lower than those previously made. 

CONSUMER MEDICAL CARE EXPENDITURES 

Privare consumer expenditures for medical care, 
as shown here, include all payments by private 
individwls for medical care and for purchase of 
health insurance. They also include contribut,ions 
or payments by employers (private empfoyers and 
gove.rnment) for the purchase of he&h insurance 
for their employees.” They exclude (a) philsn- 
thropic contributions to hospit.als or other health 
agencies and payments by philant~hcopic organiza- 
tjons7 ‘Ynzited funds,:’ “community chests,” and 
similar organizations to hospitals, physicians, etc.? 
for the. ewe of needy or medically indigent. 
patients; (b) government, payments for medical 
care; (c) payments for the medical care of injured 

3 Department of Commerce, Bureau of the Census, Saw 
mary of Gowi-nnlental l%ances (published annually). 

* On the basis of data compiled under the Welfare and 
Pension Plans Disclosure Act by the Office of Welfare and 
Pension Plans of the Department of Labor (Wetfare and 
Fcnsion Plans Statistics, 1960, February 1963), it is esti- 
mated that employer contributions for the purchase of 
health insurance for employees and their dependents 
amounted to approximately $3.2 billion or less than half 
of all health insurance premiums in 1961. Data for 1962 
are not yet available. 

workers under workmen’s compe.nsation pro- 
grams, whether such payments are made by insur- 
nnce carriers, self-insured employers, or State 
workmen’s compensation funds; and (d) pay- 
ments for hospitalization made by the State fund 
under the California temporary disability pro- 
gmm. 

As in earlier years, private consumer medical 
care expenditures are presented in two ways. 
Table 1 sl~ows the amount and percentage distri- 
bution of the medical care dollar by type of serv- 
ice: with the. net cost of health insurance (the 
difference betwe.en premiums and benefit ex- 
penses) treated as a single item. Table 2 shows 
the direct payments by consumers and payments 
for health insurai1c.e for hospital care., physicians’ 
services, and all other items of care, with a dis- 
tribution of the net cost, of insurance between 
hospital care and physicians’ services. 

Consumer medical care expenditures amounted 
to $1.9 billion in l!E?, a rise of $1.2 billion from 
the amount spent in the preceding year. The 
percentage increase of 6.8 percent. w\-ns about the 
same as that from 1960 to 1961 and was the small- 
est rep0rte.d for nny ot.her year since 1949. 

Hospital care expenditures increased 7.6 per- 
cent during 1963 to $6.1 billion. Expenditures for 
t.he services of all practitioners-physicians, 
dentists, and others-rose approximately 4.04.5 
percent. Amounts spent for drugs and drug 

CHART L-The medical care dollar, 1918 and 1962 
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sundries, representing almost a fifth of the medi- 
cal care dollar, increased only 3.5 percent. The 
largest relative increase-13.4 percent-was re- 
ported in expenditures for nursing-home care, 
where per diem costs and utilization of facilities 
continue to rise at a rapid rate. The lo-percent 
increase in expenditures for eyeglasses and appli- 
ances, including fees of optometrists, was the 
largest percentage increase in several years. 

The net cost of obtaining health insurance, that 
is, the difference between premiums and benefit 
expenditures of health insurance organizations, 
amounted to $1.1 billion-M percent of the total 
health care bill in 1962. This amomit represents 
the total retentions of health insurance organiza- 
tions for acquisition and other administrative ex- 
penses, premium taxes, additions to reserves, and 
profits, and it was 8.4 percent higher than the 
amount, retained for these purposes in 1961. This 
percentage increase from the preceding year was, 
however, the smallest reported since 1958. 

The data shown in chart 1 give the distribution 
of the medical care dollar in 1948 and 1962. The 

distribution of expenditures among the various 
items of care is, in general, the same as in earlier 
years, with the trends manifest, for some time con- 
tinuing-an increase in the share going for hos- 
pital care, a decrease in the proportion going for 
physicians’ and dentists’ services and drugs, and 
an increase in the proportion spent for health in- 
surance service. 

Direct payments by consumers amomlted to 
$14.4 billion in 1968, or 65.5 percent of all con- 
sumer expenditures for medical care (table 2). 
Benefit expenditures by health insurance organi- 
zatjions were $6.5 billion or 29.6 percent of the 
total. As a result of the revisions in the data on 
expenditures for hospital care, the estimates of 
total expenditures and those for hospital care in 
the past fe\v years are slightly lower than the esti- 
mates published in the BULLETI~V for December 
1962. The effect, since there is no reason to revise 
the amount shown for insurance benefits, is to 
reduce slightly the proportion of the consumer 
expenditures represented by direct payments. 

During the 15 years covered by this series, con- 

TABLE 2.-Private consumer expenditures for medical care: Amount and percentage distribution, by type of payment, selected 
years, 1948-62 

Type of payment 
_~--- 

1948 1 1950 / 1955 1 1956 1 1957 1 1958 I 1959 1 1960 I 1961 / 1962 

Amount (in millions) 
-_ 
$14,279 

_-- 
Total.... ._... _____._._._._........-.--. $7,663 $15,518 

9,756 10,655 11,374 
3,150 3,624 4,144 
2.536 3,015 3,474 

614 609 670 

$16,052 
-__ 

12,155 
4,497 
3,877 

620 

$18,243 

13,104 13,807 14,076 
5.139 5,841 6,673 
4,399 4,996 5.695 

740 845 978 

4,513 4,773 5,185 
1,833 1,841 1,801 
2,680 2,932 3,384 
2.304 2,591 2,945 

376 341 439 
4,395 4,832 5,402 
2,931 3,267 3,647 
1,464 1,565 1,755 
1,170 1,286 1,454 

294 279 301 
6,610 7,047 7,656 

-- -- 

58,669 

-. 

-_ 

-. 

$21,945 $12,906 

3.851 
1,833 
2,018 
1,679 

339 
3,708 
2,576 
1,132 

857 
275 

5,347 
__- 

_- 

- 

- 

6,801 7,377 
862 1,292 
606 992 
256 300 

1,881 
1,234 

647 
455 
192 

2,554 
2,339 

215 
151 

3.2ii 

2,315 
1,446 

869 
680 
189 

2,707 
2,285 

422 
312 
110 

3,646 
-- 

4,173 
1,805 
2,368 
2,022 

346 
4.050 
2,704 
1,256 

ii 
6,056 

-- 

5,726 
1,850 

~% 
‘519 

5,714 
3,749 
1,965 
1,639 

326 
8,208 

Direct payments.. ..... ..___ ....................... 
Payments for insurance.. .. .._ .............. .._._ .. 

Benefits......................~..~.....~ ......... 
Insuranceservice--..-.-......- .................. 

6.249 
1.828 
4,421 
3.840 

582 
5,973 
3,721 
2.252 
1.856 

8% 

14,380 
7,565 
6,505 
1,060 

6,709 
1,700 
5,009 
4,398 

611 
6.272 
3,716 
2,556 
2,107 

449 
8,964 

Hospital care-.............-.---.----..----..-.- ... 
Direct payments. _ _________._._.............-.- - 
Payments for Insurance .... .___..._....._____._ _ 

BeneBts....-....-..............-.........-..-. 
Insurance service .......................... ._. 

Physicians’ services ... .___._._.___ ........ _..____ _ 
Direct payments. _ ._.__. _ .... .._ ............ ._. 
Payments for insurance *. ........................ 

Benefits-.-..........-........-........-- ...... 
Insuranceservice................-......- ...... 

Other services (direct payments only). ............ 
- 

Percentage distribution 
:- 

100.0 100.0 100.0 100.0 100.0 100.0 

75.6 
24.4 
19.6 
4.8 

100.0 
.- 

74.6 
25.4 
21.1 
4.3 

73.3 73.0 71.8 70.3 
26.7 27.0 28.2 29.7 
22.4 23.3 24.1 25.4 
4.3 3.7 4.1 4.3 

100.0 
-__ 

67.8 
32.2 
27.4 
4.i 

29.8 29.2 29.1 28.7 28.4 29.1 30.1 
14.2 12.6 11.8 11.1 9.9 9.4 8.8 
15.6 16.6 17.3 17.6 18.5 19.7 21.3 
13.0 14.2 14.8 15.6 16.1 17.1 18.5 
2.6 2.4 2.4 2.0 2.4 2.6 2.8 

28.7 28.4 28.3 29.0 29.6 29.1 28.8 
20.0 19.6 18.9 19.6 20.0 19.1 17.9 
8.8 8.8 9.4 9.4 9.6 10.0 10.9 
6.6 7.0 7.5 7.7 8.0 8.3 8.9 
2.1 1.8 1.9 1.7 1.6 1.7 1.9 

41.4 42.4 45.4 42.3 42.0 41.8 41.1 

100.0 
_- 

65.5 
34.5 
29.6 
4.8 

30.6 
7.7 

22.8 
20.0 

2::: 
16.9 
11.6 
9.6 

4;:: 

Total.... . . . . . . . ..__.__. __._._.___ -1 100.0 

87.2 
12.8 

9.7 
3.1 

24.8 
15.9 

8.9 
6.8 
2.1 

32.6 
28.7 

3.9 
2.9 

4;:: 

Direct payments. _.__._._...__..__...--- .......... 
Payments for insurance. _ _. ._____ .. .._ ........ .._. 

Benefits.~.~.~..........~...~.....~.~~~.~.~.~.~ .. 
Insurance service.-.-.-....---.-.-.-...........-. 

88.8 
11.2 
7.9 
3.3 

Hospitalcare---.----....-...- ..................... 
Direct uauments. _ _.--. .. . ... .._.._.._ .......... 

24.5 
16.1 
8.4 
5.9 
5.6 

33.3 
30.5 
2.8 
2.0 

42:; 

Payments for insurance-. _. ._. .-. .-_. 
BeneAts..--.-.-.-.--......................... 
Insuranceservice...-.....-...--....--..-.-.... 

Physicians’ services.. .- ___._______._....._ ..- ._._ 
Direct payments ___.. . .._ -.- _..........__ 
Payments for insurance 1.. .._.._.... ._.. 

~eneEts..--..-.....-.---.----.---.-.-.-.-----. 
Insurance service ..______ ._ _ _ _ _ ._ ..-. _-_. _. 

Other services (direct payments only). ____._______ 
- 

1 Includes small amount of insurance payments for drugs, private-duty nursing, dental cam, nursing-home care, and appliances. 
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TABLE 3.-Private consumer medical care expenditures and 
national disposable personal income, 1948-62 

[In millions] 

I 

Disposable 
personal 
income 1 

t 

Private medical care 
expenditures 

Total 
:xpenditurcs 

As percent 
)f disposable 

personnl 
income 

4.0 
4.2 
4.2 
4.1 
4.2 
4.4 
4.6 
4.7 
4.9 
5.0 
5.2 
5.4 
5.6 
5.7 
5.7 

1 Data from Surve!~ o/ Current Business, Depsrtmcnt of Commerce, July 
1963. 

sumer expenditures for health insurance (includ- 
ing the net cost of obtaining insurance) have in- 
creased from 11.2 percent of the total in 1948 to 
34.5 percent in 1962 (table 2). Conversely, direct 
out-of-pocket payments for medical care have 
dropped from almost 90 percent, of the total in 
1948 to less than two-thirds in 1962. 

Table 3 shows total private consumer expendi- 
tures for medical care as a percentage of disposa- 
ble personal income for the years 1948-62. In 
1962, as in 1961, these expenditures were equal to 
5.7 percent, of disposable personal income. Dis- 
posable personal income in 1962 was about twice 
the 1948 amount, and private health expenditures 
were almost, three times the amount spent in 1948. 
Thus an increasing share of disposable personal 
income has been going for medical care. 

Per capita expenditures for medical care, by 
type of service, are shown in table 4. T&al per 
capita consumer expenditures for this purpose 
amounted to $119.44 in 1962, compared with 

$114.51 in 1961 and $52.79 in 1948. When popula- 
tion growth is eliminated as a factor contribuhg 
to the rise in aggregate expenditures, the increase 
in per capita expenditures since 1948 is 126 per- 
cent. Part of this increase results from a rise in 
the general price level and specifically from in- 
creases in the prices of health services and sup- 
plies. The rest is the result of greater utilization 
of medical care and of changes in the content and 
nature of sucll cure--changes that, while increas- 
ing the effectiveness of health care, also increase 
the cost to the consumer-patient. 

When medical care prices, based on the medical 
care component of the consumer price index pub- 
lished by the Bureau of Labor Statistics, are held 
constant (table 5), per capita expenditures show 
a rise of 38 percent from 1948 to 19@2. This in- 
crease may be attributed to greater use of medical 
care and enrichment of the content of care. 

HEALTH INSURANCE 

As part of the private consumer medical care 
expenditure series publisl~ecl~ annually in the 
BULLETIN since 1948, the Division of tiesearch 
and Statistics compiles data on income and benefit 
expenditures of all voluntary health insurance or- 
ganizations in the United States. They include 
(a) Blue Cross hospital-service plans and Blue 
Shield medical-service plans, for which data are 
obtained from the Blue Cross Association and the 
National Association of Blue Shield Plans; (b) 
insurance companies writing group and/or indi- 
vidual health insurance, with data provided by 
the Health Insurance Association of America; 
and (c) all other health insurance organizations 
(often called independent plans) that, directly 
provide or make benefit payments for specified 
health services on a group prepayment, risk- 

TABLE 4.-Per capita private consumer expenditures for medical care, selected years, 1948-62 * 

Type of expenditure 

TotalL . . . . . .._...._.____..........-..-.. .._.. - 
Hospitalcare.................-......-...-...~ ..... 
Physicians’ services ... .._._.._._.._.......---- .... 
Dentists’services.............-.............~.- .... 
Drugs and drug sundries _._.__.__._._........-..- - 
Eyeglasses and appliances.. ..... .._..__ ........... 
Other professional services.. .......... .._ .......... 
Nursing-home care _ _. _.__ __ .... _. ..... __. ....... 
Health insurance, net cost-. .... _.._.___....._.__ .. 

11.63 
17.15 

6.20 
10.10 

2.97 
2.28 

.69 
1.76 

~- 
14.15 
17.29 

6.40 
11.44 

3.24 
2.47 

.73 
1.99 

21.64 
21.15 

9.29 
15.24 

4.22 
3.27 

.92 
3.78 

1956 1957 

I I 

1958 
__- __- --- 

$86.34 $92.15 $97.10 ---__ 
23.14 24.57 25.84 
22.90 24.35 26.55 

9.83 10.31 10.79 
17.35 16.18 19.30 

4.92 5.88 5.78 
3.50 3.81 4.06 
1.03 1.07 1.17 
3.68 3.98 3.62 

1959 1960 1961 
_---- -- ---. 

$104.53 $110.29 $114.51 
-~ 

27.19 29.23 31.28 
29.23 30.25 30.78 
10.85 11.27 ll.G3 
20.58 21.86 222.16 

6.79 Ii. 84 6.88 
4.39 4.52 4.70 
1.26 1.57 1.68 
4.24 4.i4 5.40 

1962 

$119.44 

33.19 
31.69 
11.95 
22.62 

7.47 
4.83 
1.88 
5.77 

1 Data from table 1, related to civilian population as of July 1 of each year, excludes Alaska and Hawilii before 1960. 
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Table 6 shows the income and beuefit expendi- 
tures of the vhous types of voluntary henlth 
insurance organizations in 19ti’L snd the amoiints 
they rethecl for operating costs. The division 
of the amounts between hospitR1 care nnd physi- 
cians’ nnd other services is consiclered a. rensonably 
close npproximation. 

The totnl premium income of all health iiisur- 
ilnce organizations represents the tot al amount 
spent by the public for henlth insurance. In 1962 
it :wlounted to $7.6 billion, of which 41.2 percent 
was the earned premium income of Blue Cross 
nnd Hlue Shield plans, 92.& percent the exrnecl 
premiums of insurnnce comp:hnies, nnd 6.4 percent 
the income of other llenltll insurance phns (tables 
7 and 8). Among the latter-the independent 
plxn-the predominant groups are (1) the plxns 
sponsored by community or consumer groups and 
usually serving the genernl community, aud (2) 
those operated or sponsored by employers, union- 
management welfare funds, unions, and employee 
associations, which serve particulnr employee or 
union groups. 

Benefit outlays (clxims expenses incurred for 
Blue Cross-Rlue Shield plnns and insurance com- 
pwies) of nil lienltli insurance organizntious 
nniountctl in 1362 to $6.5 billion, or 86 percent of 
tlie $7.6 billioil premium income. The remnining 
$1.1 billion (or 14 percent of income) w:~s retained 
by the organiznt ions for operating costs--$791 

TABLE 5.-Total and per capita private consumer expendi- 
tures for medical care in 1962 prices,’ 1948-62 

I I 
Totnl Per 

(in millions) capita * 
I I 

1948.........-.....-....~.............- ........ $86.40 
1949.. .......... .._. _._ .. .._ .... .._........_ .. 

s;, ;4 
85.30 

195&.-. ............................ .._.._ .... 131482 89.75 
1951.._. _..____._ .. -._-. .._..........._. .. .._. 13,936 92.24 
1952...-......................-..........-.~.-. 14,273 93.07 
1953................----....-......- ........... 15,011 96.19 
1954....-.............................~ ........ 15,693 98.64 
1955 __._ ....................................... 16,631 102.46 
1956.. .._. ..................................... 17.760 107.39 
1957 __.___. .._ ................................ 18,562 110.23 
1958.. .................................. 18.987 110.72 .... .__ 
1959...........-.........-...~ ................. 19,960 114.37 
1960 ........ ..__._......_.._. ...... ._......- ... 20.748 116.46 
1961...........................~..~ ............ 21,281 117.45 
1962 119.44 .......... .._ .................... ._ ........ 21,945 

, , 
1 Based on medical-care component of consumer price index, Burcnu of 

Labor Statistics, Department of Labor. 
:! Based on civilian population estimated hy the Ilurem of the Census 3s 

of July 1 of each year. 

spreading basis. Ihtn for the independent phns 
nre obtained from the :~nnual surveys of the plans 
mnde by the Division. The most recent complete 
survey, mnde in 1962, obtained clnta for the year 
1961.S The datn for 19&Z :we based on n survey of 
a few (27) of the larger plans, wllicll in 1961 had 
more than hnlf the enrollment in nil independent, 
plms. 

6 Donald G. Hay, Louis S. Reed, and Robert E. Melia, 
Indcpcndcst Health Insztrance Plans in tke United States, 
19G1, Division of Research and Statistics, Research Re- 
port So. 2, 1963. For summary data, see also Donald G. 
Hay, “Independent Health Insurance Plans, 1961 Surrey,” 
Social Security Bulletin, February 1963. 

TABLE 6.-Income, benefit expenditures, and amounts retained for operating costs of voluntary health insurance organiza- 
tions, 1962 

[In millions] 

I I Benefit expenditures 3 Amounts retained for 
operating costs ’ 

Type of organization I 
‘hysicians’ 
and other 
services * 

Hospital 
wre Totill 

?hysicians’ 
and other 
services 2 

?hysicians’ 
and other Hospital Hospital 

services 2 
Total care Total care 

‘hysicians 
and other 
services 2 

Hospitnl 
care 

$2,106.7 $1,060.3 W10.9 $449.4 $2.556.1 $2.556.1 1 $6.504.8 $6.504.8 $4.398.1 $4.398.1 
-___- 

899.4 899.4 2,893.6 2,893.6 2,092.g 2,092.g 
52.3 52.3 2,087.4 2,087.4 2,041.4 2,041.4 

847.1 847.1 806.2 806.2 51.5 51.5 
1,382.0 1,382.0 3.173.0 3.173.0 2.117.0 2.117.0 
1,017.o 1,017.o 2,453.0 2,453.0 1.605.0 1.605.0 

365.0 365.0 720.0 720.0 512.0 512.0 
2i4.7 2i4.7 438.2 438.2 188.2 188.2 
109.7 109.7 151.2 151.2 50.0 50.0 

111.8 111.8 17.6 17.6 7.7 7.7 
3.4 3.4 2.3 2.3 . . . . . . . . . . . . . . . . . . . . 
9.5 9.5 8.7 8.7 1.0 1.0 

137.5 137.5 250. G 250. G 126.4 126.4 
4.8 4.8 7.8 7.8 3.1 3.1 

126.3 
119.1 

7.2 
465.0 

86.0 
379.0 

19.6 
4.3 

.7 

14:: 
.l 

Tot;11 

$7.565.1 $5.009.0 

225.0 
125.4 

99.6 
791.0 
255.0 
536.0 

44.3 
12.8 

1.6 

1:; 
27.7 

.2 

98.7 
6.3 

92.4 
326.0 
169.0 
157.0 
24.7 

8.5 

:Y 
1.8 

13.3 
.I 

Blue Cross-Blue Shield.. ............ ~.~~._ 
Blue Cross5 ............................. 
Blue Shield@. ... -_- .._.._ ............... 

lnsurancc companies... ................... 
Group.........~ .......................... 
Individual.~.~...~ ...................... 

Other plans.........~~............- ........ 
Community.. ............. .._ ....... . ... 
Medical society, not Blue Shield. ........ 
Dentalsociety .............. _ ............ 
Private group clinic ...................... 
Employer-employee-union ............... 
Student health services .................. 

3.118.6 
2,212.8 

905.8 
3.964.0 
2,iO8.0 
1,256.0 

482.5 
lfi4.0 

19.2 
2.4 

10.6 
2i8.3 

8.0 

2,219.2 
2.160.5 

58.7 
2.582.0 
1,691.O 

891.0 
207.8 

54.3 
8.4 

1.1 
140.8 

3.2 

800.7 
46.0 

i54.7 
1,056.O 

848.0 
208.0 
250.0 
101.2 

9.9 
2.3 
7.i 

124.2 
4.7 

. 

1 Earned premium income for Blue Cross, Blue Shield, and insurance 
companies; total income for other pl;tns. 

2 Includes small smount of insurance payments for drugs, private-duty 
nursing, dental care, nursing-home care, :md nppliances. 

J Claims expenses for Blue Cross and Blue Shield; losses incurred for in- 
surance commnies: benefits “nid or cost of providing benefits ior most other 
pkms. - 

4 Amount retained for sdministrntive expenses, premium taxes, ndditions 

to reserves, and profits. 
5 Includes datn for Health Services, Inc. 
6 Includes data for Medical Indemnity of Amcrico. 
Source: Data for Blue Cross and Blue Shield plans from the national 

orgwnizntions of these plans; for insurance compn&s from the Health In- 
surx~ce Association oi America; ior “other plans” from the 1963 survey by 
the Division of Research and Statistics (except that datd for student health 
services were estimated by the Division). 
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TABLE 7.-Income and benefit expenditures of voluntary 
health insurance organizations, 1948-62 

[In millions] 

TABLE %-Percentage distribution of income and benefit 
expenditures among the various 
insurance organizations, 1948-62 1 

types of voluntary health 

I ! 
Blue Cross-Bluo IINXXlWe 

Shield plans companies I Blue Cross-Blue IIlSUlWlCC 
Shield plans companies 

YeFir Total ~-___-- Other 

Total $tz S;$$d Total Group $&, 
I I I I 

plans 

I I I I I I I I 
Income 

Income 
- 

48.8 
45.4 
46.8 
48.0 
48.0 
49.1 
50.4 
51.i 
50.8 
52.5 
51.4 
51.4 
51.8 
51.4 
52.4 

24.6 24.2 8.8 
23.7 21.7 9.8 
25.8 21.1 8.7 
28.2 19.8 10.7 
28.5 19.5 9.3 
30.0 19.1 9.8 
31.5 18.9 8.5 
32.5 19.2 7.3 
33.G 17.2 8.0 
35.6 16.9 7.3 
35.7 15.7 7.0 
36.1 15.3 6.7 
36.0 15.8 5.7 
36.2 15.2 6.6 
35. x 16.6 6.4 

42.3 
44.8 
44.4 
41.3 
42.7 
41.1 
41.1 
41.0 
41.2 
40.2 
41.5 
42.0 
42.5 
42.0 
41.2 

36.5 5.6 
35.7 9.2 
33.8 10.6 
30.4 10.8 
30.9 11.8 
29.5 11.6 
29.2 12.0 
28.9 12.1 
2x.9 12.3 
28.1 12.2 
29.0 12..5 
29.6 12.4 
30.4 12.1 
30.0 12.0 
29.2 12.0 

“E: 4 
112.5 
177.8 
184.5 
235.3 
233.0 
230.3 
291.4 
301.1 
316.8 
342.8 
331.9 
441.2 
482.5 ! 

ISmcfit cspcnditures 

24.4 
23.5 
25. Y 
30.i 
31.1 
32.6 
32.9 
33.8 
35.9 
37.9 
37.8 
38.2 
38.0 
38.1 
37.7 

50.8 
49.9 
49.5 
44.7 
45.9 
44.4 
45.2 
45.2 
44.Y 
44.5 
45.6 
45.3 
45.x 
45.4 
44.5 

‘I 44.4 6.4 37.6 
40.2 9.7 38.5 
38.G 10.9 40.3 
33.6 11.2 43.4 
34.3 11.6 43.8 
32.7 I1.i 44.5 
33.0 12.2 45.1 
32.8 12.4 46.5 
32.1 12.8 46.8 
31.8 12.i 47.6 
32.7 12.9 46.7 
32.4 13.0 47.3 
32.9 12.8 47.8 
32.8 12.6 47.5 
32.1 12.4 48.8 

13.2 11.6 
15.0 11.6 
14.4 10.2 
12.7 11.8 
12.5 10.5 
11.9 11.1 
12.2 9.7 
12.7 8.3 
10.9 8.3 

9.7 7.8 
8.9 7.7 
9.1 7.4 
9.8 6.4 
9.4 7.1 

11.1 6.i 

$70.0 
89.0 

101.3 
160.1 
168.7 
213.0 
211.3 
210.0 
250.4 
272.0 
300.3 
324.0 
320.2 

%:i 
143.0 
172.0 
200.6 
228.9 
266.4 
321.0 
328.1 
337.0 
345.0 
400.0 
488.0 
536.0 
720.0 

404.0 
438.2 i 

I Derived from table 7. 

million by the insurance companies, $225 million 
by the Blue Cross and Blue Shield plans, and $44 
million by independent plans. Operating costs in- 
clude acquisition and other administrative ex- 
penses, premium taxes, and net income (additions 
to reserves or profits). The operating costs of 
health insurance organizations represent the net 
cost to consumers of obtaining health insurance. 

Total premiums of all insurance organizations 
increased $892 million or 13.4 percent in 1962. 
Benefit expenditures rose $809.4 million-14.2 per- 
cent.. The largest relative gains were reported for 
the individual policy business of insurance com- 
panies; premiums were about a fourth higher 
than in the preceding year and benefit, expendi- 
tures about a third higher. Part of the increase 
in individual business is due to the fact that some 
of the larger insurance companies reported pre- 
mium volume for group contracts with fewer than 
25 lives in the individual columns of their annual 
statements; previously sucl~ contracts had been 
reported as group business. The shift of t,hese 

small groups from group to individual business 
makes the data not fully comparable wit11 those 
for previous years. 

The distribution of premium income, benefit 
expenditures, and operating costs between hos- 
pital care and physicians and other services 
shown in table 6 needs some explanation. In 
furnishing data on the income and benefit ex- 
penditures of insurance companies, the Health In- 
surance Association of America INS provided data 

. . 
on premium income au d benefit expense under 
major-medical-expense policies. ITnder these 
policies, a single premium is paid and benefit 
expenditures are made for many items of health 
care in addition to hospital care and physicians 
services. 

Benefits paid to insured persons wider these 
major-medical-expense policies totaled $691 mil- 
lion in 1962, slightly more than one-fifth of the 
total benefits paid by insurance companies. On the 
basis of a special study of major-medical-expense 
business, the Health Insurance Association of 
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America estimates that 42.4 percent of benefit ex- 
penditures under all such policies in 1962 was for 
hospital care, 41.3 percent for physicians’ services, 
and 16.3 percent for other services and supplies. 
(This distribution differs somewhat from that re- 
ported in the BULLETIN for December 1962.) The 
benefit payments for other services and supplies7 
amounting to $112.7 million, have been included 
with those for physicians’ services in table 6. 

Blue Cross and Blue Shield plans also make 
benefit expenditures for items other than hospital 
care and physicians’ services. Blue Cross expendi- 
tures for hospital care inclucle small amounts paid 
for nursing-home care. Data from the Blue Cross 
Association indicate that about, 10 percent of the 
persons with Blue Cross coverage also have major- 
medical or extended-benefit, supplementary cover- 
age-frequently written in cooperation with Blue 
Shield. The Blue Cross and Blue Shield nssocia- 
tions cannot provide any estimates of expendi- 
tures under such supplementary contracts. If it is 
assumed that, 2 percent of the total Blue Cross and 

CHART 2.-Premium income of voluntary health insur- 
ance organizations, by type of service, 1962 

[In millions1 

Blue Shield benefit expenditures is for items other 
than hospital care or physicians’ services, then an 
estimated $58 million was expencled for these 
items in 1962. It is probable, but not certain, that 
most, of these expenditures are included with those 
for hospital care in table 6. 

On the basis of the survey of independent plans 
made by the Division in 1962, it is estimated that 
approximately 8 percent (about $35 million) of 
the benefit expenditures was for dental care, 
drugs, and nursing and other services. These ex- 
penditures are shown in table 6 under physicians’ 
and other services. In summary, a small fraction 
of the benefit expenditures for hospital care shown 
in table 6 actually was for other services, and 
about, $150 million of the expenditures for physi- 
cians’ and other services was for clrugs, nursing 
services, nursing-home care, clental care, and other 
types of care. 

TRENDS IN VOLUNTARY HEALTH INSURANCE 

Tables 7 and 8 show the amount and percentage 
distribution of income ancl benefit expenditures of 
the different, types of health insurance plans since 
1948. 

TABLE ‘9.-Percentage distribution of income and benefit 
expenditures of voluntary health insurance organizations for 
hospital care, and for physicians’ and other services, 1962 

Type of organization / Total 1 HT$;ta’ 1 :$$$’ 

, , - 
Income 

Amount (in millions) ..___...___.__ $7,565.1 $5,009.0 %2,556.1 
--- 

Total, lxxent ._........____..._... 100.0 100.0 100.0 ________-___ 
Blue Cross-Blue Shield . .._...... _ ..__ 41.2 44.3 35.2 

Blue Cross...-......-....------.--- 29.2 43.1 
BlueShield _._. ______.____..._ --.. 12.0 1.2 3::: 

Insurance companies-... . ..__. _ ____ _. 52.4 51.6 54.1 
Oroup--...-..-.---..---.--...~--.- 35.8 33.8 
Indlvidual..~.~........~.~~.~~~~~.. 16.6 17.8 % 

Other ._____. _ _______________. .._..__ 6.4 4.1 10: 7 

Beneflt expenditures 
-_^-- 

Amount (in millions). __. __.. _____ %6,504.8 1 $4,39&l 1 $2,106.7 

Total, percent __._.____________ _ _.__ 100.0 100.0 100.0 ________-- 
Blue Cross-Blue Shield ..____________. 44.5 47.6 38.0 

Blue Cross-_-.-.-.-..--..---------- 32.1 46.4 2.2 
Blue Shield __._ ___________________ 12.4 1.2 35.8 

Insurance companies ._.____.________. 43.3 4s. 1 50.1 
Qroup......-...-.-..-------------- 37.7 36.5 40.2 
Individual-.....---.----------...-- 11.1 11.6 

Other.-. ._ ____ _. ____ ._______ _._____ ._ 6.7 4.3 1;:; 

* Includes small amount of insurance payments for drugs, private-dut,y 
nursing, dental care, nursing-home care, and appliances. 
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TABLE IO.-Operating costs of voluntary health insurance 
organizations as a percent of income, 1948-62 1 

dependent plans in total income and in benefit 
expenditures is considerably higher for physi- 
cians’ services than for hospital care, partly be- 
cause two of the larger plans-the Health Insur- 
ance Plan of Greater New York and Group 
Health Insurance-do not cover hospital care. 
Eleven percent of the benefit payments shown for 
“physicians’ and other services” made by insur- 
ance companies an d independent pla.ns is for 
services other t-hail physicians’ services-that is, 
dental care, drugs, nursing services, and nursing- 
home care. 

- 
I 

- 
I 

- 
I Blue Cross- 

Blue Shield 
InsUranCe 

companies 
Xher 
plans 

Indi- 
vidua! 
-- _- 

61.7 7.9 
47.7 10.3 
47.4 10.0 
47.7 10.0 
48.4 8.G 
50.1 9.5 
49.0 9.3 
46.9 8.8 
47.3 14.1 
51.8 9.7 
51.3 5.2 
49.1 5.5 
47.1 3.5 
47.1 8.4 
42.7 9.2 

Y&U All 
pllUB 

-_. 
7 _- 

I ’ 

- 

- 

)s 
_- 

- 

rota1 

15.6 
15.9 
14.5 
11.7 
13.5 
13.9 
13.2 
11.3 

9.3 
7.2 
5.3 

:.: 
7:a 
7.2 

Blue 
CWSS 

Blue 
;hiell d 

14.6 22.0 
14.8 20.3 
12.3 21.6 
10.2 15.8 
10.7 20.7 
11.5 19.8 
10.7 19.2 

8.6 17.6 
7.5 13.7 
4.9 12.7 
2.8 11.0 
8.4 10.1 
7.2 9.6 
6.8 10.3 
5.7 11.0 

rota1 lr0ll1 

- 

, 
.- 

1948 ___________ 29.7 
1949 ________.__ 24.5 
1959 ______.____ 23.2 
1951.. _.._ .__. 18.5 
1952 _______.___ 19.5 
1953 __.._______ 20.2 
1954 __.___.____ 20.9 
1955 ___________ 19.5 
1956 ___________ 16.8 
1957 ___________ 16.2 
1958 ______.____ 13.8 
1959.-.....-.. 14.4 
1960 ___________ 14.5 
1961_-_________ 14.7 
1962 ___________ 14.0 

45.8 
36.0 
33.9 
26.3 
27.0 
27.7 
29.3 
27.5 
22.9 
23.9 
21.8 
21.2 
21.1 
21.0 
20.0 

30.2 
25.3 
22.8 
11.3 
12.5 
13.4 
17.4 
16.1 
11.0 
10.7 

2: 
9.6 

10.1 
9.4 

1 Derived from table 7. OPERATING COSTS 

The percentage distribution of premium income 
since 1948 among the major t,ypes of plans shows 
that the share of Blue Cross-Blue Shield plans in 
total income was highest in 1949 and 1950 and 
since t,hen has remained relatively stable at about 
41 percent of the total. The share of insurance 
companies in the total increased somewhat from 
1949 t,o 195’7, dropped slightly in 1958, and re- 
mained at that level until 1962 when there was a 
l-percent increase. The group policy portion of 
insurance company business was gradually in- 
creasing until 1962, and the individual policy por- 
tion declining. 

Table 10 shows the ratio of operating costs to 
total premium income for the voluntary health 

TABLE Il.-Private consumer expenditures for medical care: 
Amount and percent met by voluntary health insurance, 
1948-62 

The proportion of total income received by the 
“other” plans-the independent plans-has de- 
clined since 1948. One reason is their slower 
growth, and another is the shift of several large 
medical-society-sponsored plans from the inde- 
pendent group to membership in Blue Shield. 

In terms of benefit expenditures, the share of 
Blue Cross-Blue Shield and the inclependent plans 
has tended to decline since 1948, with a corre- 
sponding increase in the share of insurance com- 
panies. The most notable change in 1962 was the 
greater share of individual policy benefit pay- 
ment s. 

Table 9 and chart, 2 show the total amount and 
percentage distribution of income and benefit ex- 
penditures in 1962 for hospital care and physi- 
cians and other services according to type of or- 
ganization. The share of Blue Cross-Blue Shield 
in the total is larger for hospital care than for 
physicians’ and other services; for insurance com- 
panies the situation is reversed. The share of in- 

IAmounts in millions] 

Hospital 
care only 

Physicians’ Hospital care 

services and physicians’ 
services 

Year Per- Per- Per- Per- 
cent cent cent cent 

Amount ;“,” Amount ;it Amount ;;t Amount ;e,” 

Insur- insur- insur- insur- 
ance ance anee 1 ante 1 

With expense to obtain insurance exc!uded 

6.1 
9.1 

12.0 
16.9 
18.6 
20.6 
22.1 
25.0 
26.2 
28.5 
28.2 
28.5 
30.4 
33.3 
36.2 

I- -7 
- 

1948 .___._. $7,407 8.2 
1949 __.__ __ 7,682 10.0 
1950 ._.____ 8,369 11.9 
1951...____ 9,072 14.9 
1952 ___.___ 9.745 16.5 
1953 .._.___ 10,547 18.2 
1954 ._.____ 11,318 19.3 
1955 __..___ 12,292 20.6 
1956 . ..____ 13,670 22.1 
1957 . .._... 14,848 23.4 
1958 ._._.__ 16,032 24.2 
1959 17,503 25.1 
1960 __...__ 18,803 26.6 
1961__._._ 19,771 28.8 
1962 . . .._-. 20,885 31.1 

-- 

$;A99 

2: 597 
2,697 
2,851 

2% 
31433 
3,787 
4.101 
4,553 
5.101 
5,388 
5,577 
5,823 

26.9 
29.9 
32.0 
38.4 
41.3 
44.2 
45.5 
47.8 
52.8 
55.7 

2; 
64.5 
67.8 
72.1 

%j, ;;g 
4:723 
5,031 
5,453 
5,972 
6.503 
6,945 
7,614 
8,238 
8,985 
9.847 

10,595 
11,244 
11,921 

14.5 
17.8 
21.0 
26.9 
29.4 
32.1 
33.5 
36.5 
39.6 
42.2 
43.1 
44.7 
47.2 

2:: 

With expense to obtain insurance included 

1,881 
1,970 
2,315 
2,522 
2,834 
3,194 
3,492 
3,851 
4,173 
4,513 
4,773 
5,185 
5,726 
6.249 
6,709 

2: 
11:5 
16.2 
17.6 
19.9 
20.5 
23.1 
24.5 
26.6 
26.6 
26.9 
28.7 
31.1 
33.6 

7.9 

2: 
14:4 
15.8 
17.4 
18.3 
19.6 
21.1 
22.4 
23.3 
24.1 
25.4 
27.4 
29.6 

24.2 
27.4 

;:i 

g:; 

43:6 
48.5 
51.1 
54.3 
56.8 
58.6 
61.4 
65.6 

2,554 
2.582 
2.707 
2,816 
3,008 
3,264 

pE& 

4:395 
4,832 
5,402 
5,714 
5,973 
6,272 

4,435 
4,552 
5,022 
5,338 
5,842 
6,458 
7.080 
7,559 
8,223 
8,908 
9,605 

10,587 
11,440 
12,222 
12,981 

13.7 
16.8 
19.8 
25.3 
27.5 

iK3 
33:5 
36.7 
39.0 
40.4 
41.6 
43.7 
46.6 
50.1 

1948 ___.. __ 
1949 __... . _ ;tE 
1950 . ..___. 8269 
1951_...._. 9.379 
1952.....-. 10,134 
1953 .__._._ 11,033 
1954 _..____ 11,895 
1955 . ..____ 12.906 
1956 . .._ -__ 14,279 
1957 ._.. -__ 15,518 
1958 .__. -_. 16,652 
1959....--. 18,243 
1960 -_. 19,648 
19Gl__.._.. 20,749 
1962 .._.. -. 21,945 

1 For physicians’ services, amount represents expenditures for such serv- 
ices only, but percent is based on amount that includes some insurance pay- 
ments for drugs, private-duty nursing, dental care, nursing-home care, and 
nppllances. 

11 BULLETIN, DECEMBER 1963 



insurance organizations. In 1962, 14.0 percent of 
all payments for health insurance was retained for 
operating costs-acquisition and other adminis- 
trative expenses, premium taxes (paid by insur- 
ance companies and a few Blue Cross-Blue Shield 
plans), additions to reserves, and profits. The 
proportion varies greatly among the different 
types of insurance organizations (5.7 percent, for 
Blue Cross, 11.0 percent for Blue Shield, 20.0 per- 
cent for the insurance companies, and 9.2 percent 
for the independent plans). Among insurance 
companies the ratio of operating costs to premium 
income is 9.4 percent for group business and 42.7 
percent for individual business. The ratio of 
operating costs to all payments for health insur- 
ance (14.0 percent) was lower in 1962 than in any 
other year covered by the series except 1958. 

PRIVATE EXPENDITURES MET BY INSURANCE 

Table 11 shows the amount and percent, of total 
private consumer expenditures for medical care 
met by voluntary health insurance. When net 
expenditures to obtain insurance are excluded, in- 
surance met 31.1 percent, of the total in 1962; 
when they are included, the proportion is slightly 
lower (29.6 percent). 

The proportion of consumer expenditures for 
medical care that is met by health insurance has 
increased steadily since 1948. In that year, only 
8.2 percent of total expenditures was covered by 
insurance. 

The proportion of expenditures for hospital 
care and physicians’ services met by insurance is 
also shown, as in earlier years. For t,he proportion 
of bhe hospital bill met by insurance, the revisions 
in the estimated total hospital costs resulted in 
higher figures for recent years than those pub- 
lished earlier. 

As indicated previously, only approximate esti- 
mates can be made of the proportion of irisurance 
payments that goes for hospital care, physicians’ 
services, or other items of medical expense. The 
distribution of benefits under major-medical- 
expense policies depends on a number of factors, 
including the assumptions made as to the types of 
expense met by deductible amounts and by coin- 
surance. Table 11 is based on estimates of the 
Health Insurance Associat,ion of America for the 

allocation of benefit payments of insurance com- 
panies among the different types of expenditures. 
However, in calculating the percentage of expen- 
ditures for physicians’ services met by insurance, 
benefits for “other supplies and services” are in- 
cluded with those for physicians’ services. 

When insurance payments for such services and 
supplies are excluded, the proport,ion of expendi- 
tures for physicians’ services met by insurance 
payments is reduced to approximately 32.6 per- 
cent. It is estimated that insurance payments met 
approximately 2.3 perc.ent of expenditures for 
items other than hospital care and physicians’ 
services. This is a higher figure t,han that esti- 
mated in the December 1962 BULLETIN article, 
chiefly because of the revised data on major- 
medical benefit payments from the Health Insur- 
ance Association of America. 

The reader is cautioned on the interpretation 
of the figure for the proportion of hospital ex- 
penditures met by insurance. The proportion 
given--72.1 percent-is subject to misinterpreta- 
tion if considered in conjunction with the widely 
accepted estimates of the Health Insurance Coun- 
cil that 76 percent of the civilian population had 
hospital insurance at the end of 1962. From that 
point of view, it might, appear that, insurance is 
paying almost all the hospital bill of persons with 
insurance. Population surveys make it clear that 
this is not the case. 

A better understanding of the proportion of 
hospital care and other medical care expenditures 
met by insurance may be obtained by measuring 
these benefits against total expenditures for this 
purpose.G Private consumer expenditures for hos- 
pital care, as estimated for this article, represent 
only 58 percent of total expenditures for hospital 
care (approximat,ely $10.6 billion in 1962) ; the 
remaining 42 percent, is financed from public 
funds and philanthropy. On t,his basis, insurance 
payments met 42 percent of total expenditures 
for hospital care. For all personal health care 
expenditures, insurance payments met 23 percent 
of the cost, public funds 25 percent,, and about 
half represented direct payments by consumers t>o 
providers of service. 

6 For further details, see Ida C. Merriam, “So&al Wel- 
fare Expenditures,” Social Security Rulletin, R’ovember 
1963. 
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