Private Health Insurance, 1968: Enrollment, Coverage,

and Fiancial Experiencc

AT THE END OF 1968, private health insur-
ance organizations gave some protection against
hospital costs to an estimated 152 million persons
in the United States, or 77 percent of the civilian
population. Some protection against surgical
costs was given to T4 percent of the population
and some coverage of in-hospital physician visits
to 65 percent of the population.

For services or types of care not associated
with hospitalization the proportions with some
coverage through these organizations were con-
siderably less: 49 percent for out-of-hospital
X-ray and laboratory examinations, 43 percent
for physician office and home visits, 40 percent
for out-of-hospital prescribed drugs, 10 percent
for nursing-home care, and 3 percent for dental
sare. Much of the insurance coverage of physician
oftice and home visits and of drugs is subject tc
deductibles and other limitations; consequently
only a small part of the costs incurred for these
items 1s covered.

Since almost all persons aged 65 and over have
a broad health insurance coverage through the
Federal Government’s program of health insur-
ance for the aged (Medicare), interest centers on
the number and percentage of the population
under age 65 who have prepayment or insurance
coverage of health costs through private health
insurance. Household-interview surveys con-
ducted by the National Center for Health Statis-
tics of the Public Health Service reported that
80 percent of the civilian population under age
65 had some coverage of hospital care and 77 per-
cent had some coverage of surgical services. An
estimated 46 percent of the population under age
65 had some coverage of physician office and home
visits, 43 percent were covered for drugs, and 3
percent for dental care.

The number and proportion of the population
found by the household surveys to have health
ingurance coverage of hospital care and surgical
services is somewhat lower than that estimated by
the Heaith Insurance Association of America
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(HIAA), an association of insurance companies.
All estimates, however, show a continued growth
during 1968 in number and percentage of the
population covered.

Americans paid $12.9 billion in 1968 to private
health insurance organizations in premiums or
subscription charges, almost 16 percent more than
in 1967. Benefit expenditures under all private
health insurance in 1968 amounted to $11.3 bil-
lion, almost 20 percent higher than the 1967 total.
In 1968 health insurance organizations paid out
87.7 percent of subscription or premium income
in claims or benefit expense, had operating ex-
penses of 14.8 percent, and showed a net under-
writing loss of 2.7 percent of premium income.

POPULATION COVERED

Estimates of the net number (of different per-
sons) and the percentage of the population with
some health insurance coverage of the various
main types of health care are summarized below.
The figures for hospital care and surgical services
are from household-interview surveys conducted
during 1967 and 1968 by the National Center for

Aged 65
All ages Under age 65 and over
: Per- Per- Per-
Type of service Num- | cent of | Num- | cent of | Num- | cent of
ber (in | civil- | ber (in | ecivil- | ber (in| civil-
thou- ian thou- ian thou- ian
sands) | popu- | sands) | popu- | sands) | popu-
lation lation lation
Hospital care.____.__.__ 152,117 76.5 |142,837 79.6 | 9,280 48.5

Physician services:
Surgical services._._._|{146,295 73.6 |137,274 76.5 | 9,021 46.7
In-hospital visits..... 128,174 64.5 1121,104 67.5 | 7,070 36.6
X-ray and laboratory

examinations_____.. 97,703 49.2 | 93,714 52.2 | 3,989 20.6
Office and home

wvisits__._.___.__ ..-.| 85,311 42.9 | 82,205 45.9 | 3,016 15.6
Dental care..____.___.. 5,821 2.9 5719 3.2 102 .5

Prescribed drugs
(out-of-hospital). _____ 79,280 39.9 | 76,748 42.8 | 2,532 13.1
Private-duty nursing_._| 83,485 42.0 | 81,309 45.3 | 2,176 11.3
Visiting-nurse service___| 90,523 45.5 | 87,697 48.9 | 2,826 14.6
Nursing-home care. . ... 19,046 9.6 | 16,921 9.4 2,125 11.0

HIAA Estimates
Hospital care_.____.__|169,497 85.3 |159,335 88.8 | 10,162 52.6
Surgical services._____ 155,725 78.3 (147,252 82.1 | 8,473 43.8
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Health Statistics. The figures for the other serv-
ices are based on the gross total of enrollments
reported by health insurance organizations, with
estimated deductions for multiple or duplicatory

coverages that are believed to be reasonable in
the hoht the axtent

the light the extent
for hospital care and surgical services.

It should be emphasized that these are estimates
of the net number of different persons with some
coverage of the various services and that the
extent of coverage of these services—as measured,
for example, by the proportion of consumer ex-
penditures met by insurance benefits—ranges from
substantial protection to very little. For physi-
cian office and home visits, out-of-hospital pre-
seribed drugs, private-duty nursing, and nursing-
home care, the vast proportion of the coverage
comes under major medical policies. As indicated
later, private health insurance meets less than
5 percent of the consumer expenditures for all
health services other than those for hospital care
and physician service.

It will be noted that the estimates given here
for the numbers of persons with some coverage
of hospital care, surgical services, and physician
in-hospital visits in almost all cases are lower
than the corresponding HIAA estimates. The

multinle covaraocecs

of of multiple coverages

HTAA bases its estimates on gross enrollments
with deductions for multiple or duplicatory
coverages.

Since most persons aged 65 and over had

coverage at the end of 1968 for hospital care
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physician services under Medicare, any private
health insurance coverage held by the aged is
complementary to Medicare—that is, it pays in
greater or lesser degree for health expenses not
covered in full or at all by Medicare. At the end
of 1968, about half of all the aged had some
coverage of hospital care under private health
insurance and a slightly smaller proportion had
some coverage of surgical services.

The number of persons enrolled for each of
10 services by the different types of health insur-
ance organizations are shown in tables 1 to 3, to-
gether with estimates of the net number of differ-
ent persons having some coverage of each of these
services.

Data in table 2 for those under age 65 show that
the Blue Cross plans reported a total enrollment
for hospital care at the end of 1968 of 62.8 million.
Blue Shield plans not cooperating or affiliated
with Blue Cross reported an enrollment of 2.3
million for hospital care. Total Blue Cross-Blue

TABLE 1.—Private health insurance enrollment as of December 31, 1968: Number of persons of all ages and estimates of net
number of different persons covered by type of plan and specified type of care

[In thousands)

Physician services
X ried | Private- | v N
: I3y seribe rivate- isiting- ursing-
Type of plan H%sa%tal In. and Office D:;gal drugs duty nurse home
Surgical hospital labora- and (ont-of | nursing | service care
services vigits tory home hospital)
examina- | visits
tions
Total gross enrollment. ... __ .. 193,538 177,395 | 140,426 104,303 89,457 5,821 83,142 87,572 94,936 19,406
Blue Cross-Blue Shield.. .._..____. 70,510 63,279 58,874 28,389 16,223 35 14,849 18,191 24,253 12,374
BlueCross. ... ... ...._... 67,958 3,464 3,201 1,880 1,079 | e
Blue Shield___._____.._..__._____ 2,562 59,815 55,583 26,509 15,144 1 || en
Insurance companies..__ ... _____ 115,768 105,616 73,552 67,534 66,034 3,124 64,523 64,874 64,874 5,581
Group policfes____ ... __.._.__... 76,069 77,415 61,392 60,400 59,400 3,076 59,379 59,349 59,349 3,160
Individual policies........._. ... 39,709 28,201 12,160 7,134 6,634 48 5,144 5,525 5,525 2,421
Independentplans___..._._. ... . R ,2 8,500 8, 8,380 7,200 2,662 3,770 4,507 5,809 1,450
Community_ . .__.__. .. __.....___.. - 2,500 4,100 4,100 4,000 3,900 175 1,350 2,500 4,0 150
Employer-employee-union._______ 4,700 4,200 3,700 4,200 3,100 420 2,400 2,000 1,800 1,300
Private group clinie.._____________ 60 200 180 200 600 20 7 L I TR
Dentalsoclety. .. ... ... ... .. . 1,467 |||
Net number of different persons covered, as esti-
mated by —
NCHS-ORS____. . . .. ... 152,117 146,205 | 128,174 97,703 85,311 5,821 79,280 83,485 90,523 19,046
Percent of civilian population 1__ - 76.5 73.6 64.5 49.2 42,9 2.9 39.9 42.0 45.5 9.6
HIAA .. 160,497 + 155,725 | 129,105 | ... | . l|ooooofeooo oo
Percent of civilian population 1 85.3 78.3 85,0 ||
Gross enrollment as percent of net number of dif-
ferent persons covered, as estimated by—
NCHS-ORS._._.. .. .. 127.2 121.2 109.6 106.7 104.8 100.0 104.8 104.9 104.8 101.8
HIAA ... 114.2 113.9 108.7 |- e e e e

1 Based on Bureau of the Census estimate of 198,759,000 as of Jan. 1, 1969,
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TABLE 2.—Private health insurance enroliment as of December 31, 1968: Number of persons under age 65 and estimates of net

number of different persons covered

{In thousands]

Physician services

Pre-

< X-ray seribed | Private- | Visiting- | Nursing-

Type of plan H%Saegal and Office D:;;teal drugs duty nurse | home

Surgical hosbital labora- and (out-of | nursing | service care

services YN tory home hospital)
v examina- | visits
tions

Total gross enrollment.._ . __ 182,490 168,344 | 133,215 100,274 86,410 5,719 80,585 85,374 92,082 17,259
Blue Cross-Blue Shield__ .. ... ... .. _ . __._ 65,086 58,390 54,345 26,389 15,085 35 14,077 17,807 23,258 10,533
Blue Cross__.__ ___ . .__._..._._ . 62,764 3,240 3,078 1,597 968 ||

Blue Shield._.___.__._.._. . __

51,267 24,792 14,117 |||

Insurance companies_ .. ____ 110,579 | 101,919 71,355 66,000 64,500 3,074 62,989 63,340 63,340 5,481
Group policies.__ ... __ 74,128 75,619 59,808 59,000 58,000 3,026 57,979 57,949 57,949 3,060
Individual policies..._._.______ 36,451 26,300 11,457 7,000 6,500 48 5,010 5,391 5,391 2,421

Independent plans______________ 6,825 8,035 7,515 7,885 6,825 2,610 3,519 4,227 5,484 1,245
Community_ .. _________ ... 2,380 3,935 3,935 3,835 3,735 172 1,280 2,400 3,835 90
Employer-employee-union._____ 4,390 3,910 3,390 3,880 2,900 410 2,220 1,820 1,640 1,155
Private group clinie.. . .- 55 1 90 170 190 590 19 7 L I .
Dentalsoeiety_ ... N 1,438 |||

Net number of different persons covered, as esti-

mated by—
142,837 | 137,274 | 121,104 93,714 82,295 5,719 76,748 81,309 87,697 16,921
79.6 76.5 67.5 52.2 45.9 3.2 42.8 45.3 48.9 9.4
159,335 147,252 122,054 ||l .
88.8 82.1 68.0 | | e
(iross enrollment as percent of net number of dif-

ferent persons covered, as estimated by—
NCHS-ORS - 127.8 122.6 110.0 107.0 105.0 100.0 105.0 105.0 105.0 102.0
HIAA .. . R 114.5 4.3 | 1091 | e

I Based on Bureau of the Census estimate of 179,433,000 as of Jan. 1, 1969.

Shield enrollment for hospital care was thus
65.1 million.?

Under group policies, insurance companies re-
ported 74.1 million persons covered for hospital
care. Under individual policies they reported
36.4 million policyholders and family dependents.
(Some policyholders held more than one policy
covering hospital care with the same company and
some had policies with more than one company,
so the number of policyholder enrollments is con-
siderably greater than the net number of different
persons with coverage.)

Independent plans—all organizations providing
health care benefits on a prepayment or insurance
basis other than Blue Cross-Blue Shield plans or
insurance companies—covered an estimated 6.8
million persons for hospital care, about one-third
under community plans, and two-thirds under
plans operated by welfare funds, employers, em-
ployee associations, or unions.

The gross total of enrollments for hospital care
reported by or estimated for all organizations was

1 0f this total enrollment, 82 percent is under group
contracts and 18 percent is under nongroup contracts. A
little more than half of the nongroup enrollment is under
group conversion contracts, issued to persons who on
leaving their group converted to a nongroup contract.
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182.4 million. The National Center for Health
Statistics in its 1968 household survey found that
142.8 million different persons had hospital care
insurance (adjusted to reflect the end-of-year
situation). Thus the gross enrollments were 127.8
percent of the number of net different persons
covered—an indication that 40.7 million, or ap-
proximately 22.3 percent, of the 182.5 million gross
enrollments were multiple or duplicatory—that is,
coverages in excess of one held by any one person.

Most multiple coverage comes from a husband’s
covering his wife and children as dependents
under the insurance at his place of work, with his
wife covering him and the children as dependents
under the insurance at her place of work. This
situation, of course, occurs more frequently when
the employer pays the full cost for both employee
and dependents. A second major source of multi-
ple coverage is that of a person with group cover-
age under a Blue Cross plan or an insurance com-
pany who purchases an insurance company in-
dividual policy to supplement his group coverage.
The third major source of multiple coverages
comes from persons not eligible for group cover-
age, who hold two or more insurance company
individual policies. Often, a person whose in-
dividual policy taken out some years ago now



TaBLE 3.—Private health insurance enrollment as of December 31, 1968: Number of persons aged 65 and over and estimates of
net number of différent persons covered

[In thousands]

Physician services ‘ \
Pre- i . N
. X-ra seribed | Private- | Visiting- ursing-
Type of plan Hospital 1 andy Office D:;gal drugs ‘ duty nurse home
care Surgical h n'-t 1 labora- and . (out-of | nursing 1 service care
services gsigiltsa tory home hospital) | ‘
examina- | visits : i
tions | .
Total gross enrollment___ ... . . .. ... 11,048 9,051 7,211 4,029 3,047 102 2,557 1 2,198 | 2,8547’774;2£ﬁ
Bilue Cross-Blue Shield. ... . __ . _______........ 5,424 4,889 4,529 2,000 1,138 1. ... 772 ‘ 384 | 995 1,841
Blue Cross e 5,194 225 213 283 )6 1 U SO SR PR S T
Blue Shield - 230 4,664 4,316 1,717 1,027 | Lo | ,,,,,,,,, [ DU IR
Insurance companies. ... ...... . 5,189 3,607 2,197 1,534 1,534 50 1 1,534 ¢ 1,534 ¢ 1,534 100
Group policies.._____._ ... ... - 1,931 1,796 1,404 1,400 1,400 50 1,400 | 1,400 l 1,400 100
ndividual policies........_.... .. - 3,258 1,901 703 134 134 | .. 134 | })34 ! 134 | ...
Independent plans... ... _....._. - 435 465 485 495 375 52 2.51 ‘ 280 325 2(?5
Community__ ... .. ... ..o 120 165 165 165 165 3 70 \ 100 165 ! 12(51
Employer-employee-union_____.._.. 310 290 310 180 £
Private group clinie_______.__.__..... 5 10 10 -
Dental society_ ... ... . ... S P T Mt
Net number of different persons covered, as esti-
mated by—
NCHS-OI{S _____________________________________ 9,280 9‘,1(‘)52% 75272
P t of civilian alation_________.__.._. 48.0 . .
Izﬁmt_’}mmp _________________________ 10,162 8,473 7,051
Percent of civilian population___________..._. 52.6 43.8 36.5

Gross enrollment as percent of net number of dif-
ferent persons covered, as estimated by—

e —

1 Based on Bureau of the Census estimate of 19,326,000 as of Jan. 1, 1969.

provides meager benefits against today’s hospital  estimates of the Office of Research and Statistics
and medical costs may find it better to supplement.  based on its annual surveys of these plans. The
that policy with a new one, instead of cancelling last full survey of all known plans of this type

the old and obtaining all his coverage under a new was made in 1965 to obtain 1964 data. Estimates
single policy. A considerable share of all insur- for the years since then, including 1968, have
ance company individual policies are believed  been made on the basis of year-to-year changes
to be supplementary to other coverages. in a small number of the larger plans.? The Office

of Research and Statisties is currently making
another survey of all known independent plans,
Sources of the Data but data from this survey are not yet available,

The NCHS-ORS estimate of the net number of
persons under age 65 with hospital coverage at
the end of 1968 (142.8 million or 79.6 percent of
the civilian population) is based on the household
survey conducted during 1968 by the National
Center for Health Statistics. The sample for this
survey included about 134,000 persons in 42,000
households. Detailed findings are to be published
by the Center.

That survey found that 78.2 percent of the non-
institutional population under age 65 reported
that they had hospital insurance, 20.5 percent
reported that they did not have such insurance,
and 1.3 percent did not know whether they had

The data for the Blue Cross and Blue Shield
plans are those compiled by the Blue Cross Asso-
ciation and the National Association of Blue
Shield plans from data reported by the in-
dividual plans.? The data for insurance com-
panies are compiled by the HIAA from its
annual surveys of the number of persons cov-
ered by insurance companies under group and
individual policies. (The figures include esti-
mates, based on their premium volume, for a
small number of companies not responding to the
HIAA.) The data for independent plans are

2 For more detailed data, including data for the indi-
vidual plans, see Louis S. Reed, Willine Carr, and
Maureen Q. Dwyer, Enrollment and Finances of Bluc Insurance Plansg in 1968, Precliminary Estimates, Office
Cross and Bluc Shicld Plans, 1968, Office of Research and of Research and Statistics, Research and Statistics Note
Statistics, Research and Statistics Note No. 22, 1969. No. 17, 1969.

3 Louis 8. Reed and Willine Carr, Independent Health
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insurance or not. Analogous results for surgical
insurance were: 76.6 percent with insurance, 21.9
percent without insurance, and 1.5 percent who
did not know. In both cases the “don’t knows”
were distributed in the same proportion as those
who reported having or not having insurance. The
resulting data were then adjusted to apply to the
total civilian population on the assumption that
none of the institutional population had insur-
ance. (This assumption, of course, is not fully
valid since some of those in institutions, particu-
larly those in nursing and rest homes have insur-
ance. No reliable data on this point are available,
but it 1s believed that the overall proportion is
small.)* The data were next adjusted to reflect
the situation at the end of the year, with the
probable growth in coverage during the year
taken into account.

For insurance coverage of persons aged 65
and over, no data from the 1968 household sur-
vey are available. The 1968 figure for the aged
shown here is an estimate based on the findings
of the household survey during the period July-
December 1967 and on the increase in gross total
enrollments between the two periods.

It will be seen that the gross total enrollments
for hospital care coverage among the population
under age 65 is 128 percent of the number of per-
sons with hospital insurance as found by the 1968
NCHS survey. The analogous ratio for surgical
services 1s 123 percent. The estimates of the net
number of persons with coverage of the other
services have been made by assuming the ratios of
gross enrollments to the net number covered.
These ratios are believed to be reasonable, when
one takes into account the fact that the extent
of multiple coverage is apparently much greater
for hospital care and surgical services than it is
for the other items of health cave. The ratios used
were 110 percent for physician in-hospital visits,
107 percent for X-ray and laboratory examina-
tions, 105 percent for physician office and home
visits, drugs, private-duty nursing, and visiting-
nurse service; it was assumed that there is as yet
no multiple coverage of dental care.

The corrvesponding estimates of net number of
persons aged 65 and over who have coverage of

*The survey of the aged made by the Social Security
Administration in 1963 found that less than 10 percent
of aged persons in institutions had any health insurance.
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services other than hospital care and surgery are
developed in a similar manner but with a lower
extent of multiple coverages assumed. The
estimates for persons of all ages have been made
by adding together the estimates for persons
under age 65 and for persons aged 65 and over.

Comparison with the HTAA estimates is pro-
vided here since in the past they have been the
only annual estimates of the net number of per-
sons with health insurance coverage. The HIAA
makes estimates only for hospital care, surgical
expense, and what it calls “regular medical ex-
pense” or “nonsurgical medical expense”—that
is, basic coverage of physician visits in the hos-
pital, of physician visits in the office, home, and
hospital, or out-of-hospital X-ray and/or.labora-
tory examinations. In the past it has been
assumed that the number with this coverage
equaled the number with coverage of in-hospital
physician visits, but this assumption is less cer-
tain now.

The HIAA estimates are based upon data on
gross enrollments that approximate those re-
ported here® and on its own estimates of the
extent of multiple or duplicatory coverages. Over
the years, the HIAA estimates have generally
run consistently higher than those based on house-
hold-interview surveys.® It should be noted, how-
ever, that the recent HIA A estimates for persons
aged 65 and over are lower than the estimates
based on household-interview surveys.

The difference between gross enrollments and
the estimate of the net number of persons covered
could reflect (a) the extent of multiple or dupli-
catory coverages, (b) overestimation of their en-
rollment by Blue Cross-Blue Shield plans or in-

" HIAA data for insurance companies are those given
here; its data for Blue Cross-Blue Shield plans are not
derived from official sources and differ from those pro-
vided to the Office of Research and Statistics by the Blue
Cross and Blue Shield national associations; the data
for independent plans are those provided by the Office of
Research and Statistics, except that HIAA adds token
estimates of the number of students covered under college
and university health services. (The Office of Research
and Statistics excludes these students because they are
not covered the year around—only while on campus.)

6 For a detailed description of the sources and
methodology of the HIAA estimates and possible explana-
tions of the differences between these estimates and the
findings of household surveys see Louis S. Reed, The Ex-
tent of Health Insurance Coverage in the United States
(Research Report No. 10), Office of Research and Statis-
tiecs, Social Security Administration, 1965.
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TaBLE 4.—Percentage distribution of total gross enrollment by age group, among carriers, 1968

} S
Physician services
\ ribed | Private- | Visiting: | Nurs
. Xray | scribe rivate- isiting- | Nursing-
Hospital and Office | Dental ‘ drugs duty nurse home
Ase group and type of plan care Surgical In;t ) | labora- and | care (out-of | nursing | service care
services hos_p}t 3 tory home hospital)
I VISIS  examina-| visits
tions
Total, allages. . ... .. ... ._._....__...._. 100.0 100.0 100.0 100.0 100.0 100.0 ' 100.0 100.0 100.0 _710()‘('
i B 63.8
Blue Cross-Blue Shield._.__..___.._..____.._._._._. 36.4 35.7 41.9 27.2 18.1 N 17.9 20.8 25.5

Ingmance comli)anies ________ 59.8 59.5 52.4 64.7 73.8 53.7 77.6 74.1 68.3 2f§.§
Group policies._. ... _._ 39.3 43.6 43.7 57.9 66.4 52.8 71.4 67.8 62.5 {2'5
Individual policies.._....__ 20.5 15.9 8.7 6.8 7.4 .8 6.2 6.3 5.8 2.3
Independent plans. ... .....__.__. 3.8 4.8 5.7 8.0 8.0 45.7 4.5 N 5.1 6.1 . :.;a
Under age 65, total . __.____ ... .. ... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1070 0
i 6| 61.0

-Blue Shield. . .___.______ 35.7 34.7 0.8 26.3 17.5 .6 17.5 20.9 25.3 61
?gglfrgl:ggscomu;anigs ____________ 60.6 6).5 53.6 65.8 74.6 53.7 78.2 74.2 68.8 ..il; 8
Group policies._. ... __...._._ 40.6 44.9 45.0 58.8 67.1 52.9 71.9 67.9 62.9 14.(7)
Individual policies......_....._ 20.0 15.6 8.6 7.0 7.5 .8 6.2 6.3 58 30
Independentplans. . ... ___..._.._ ... ... 3.7 4.8 5.6 7.9 7.9 45.6 4.4 5.07 6. L ,,‘:f
Aged65andover,total ... _________ .. .. __ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100'0 - ig)
i 85.8
Blue Cross-Blue Shield 49.1 54.0 062.8 49.6 37.3 | .. ... 30.2 17.5 34.9 8
Insurance companies 47.0 40.8 30.5 38.1 50.3 49.0 60.0 69.8 23. 7 i.i
Group policies.__ 17.5 19.8 20.7 34.7 45.9 49.0 54.8 63.7 9.; i
Individual polici 29.5 21.0 9.7 3.3 4.4 . __ 5.2 6.1 4.7 |. B

Independent plans 3.9 5.1 6.7 12.3 12.3 51.0 9.8 12.7 11.4 “ .
surance companies,” or (¢) underreporting under  companies the share for the other services is

the household surveys.

It should be understood that exact precision
in stating the number and percent of the popula-
tion having health insurance is not now possible.
All figures are approximations.

Table 4 shows the percentage distribution of
gross total enrollment among the carriers in 1968.
For persons of all ages, Blue Cross-Blue Shield
has 36 percent of the total enrollment for hospital
care, insurance companies 60 percent, and inde-
pendent plans 4 percent, with enrollment under
group policies of insurance companies about. twice
that under individual policies.

These relationships vary among the different
services. The share of Blue Cross-Blue Shield
plans in the total is smaller for most of the other
services (except nursing-home care) than their
share of hospital care enrollment; for insurance

" Most Blue Cross and Blue Shield plans do not main-
tain a precise count of the number of dependents under
family contracts but make estimates on the basis of
sample groupns. Insurance companies under group policies
never know the precise number of dependents covered but
estimate the number on the basis of assumed factors of
dependents per employee with dependent coverage. In both
cases, enrollment figures are thus approximate. With re-
spect to individual policies, some insurance companies
do not maintain precise counts of the number of policy
holders and family dependents and may overestimate
enrollment by failing to take accurate account of lapsed
policies.
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greater. Enrollment under individual policies of
insurance companies is relatively small for serv-
ices other than hospital care and surgical services.
The share of the independent plans is larger for
other services other than it is for hospital care.
Almost half of the enroliment for dental cave
is in the dental society plans.

Among the aged, Blue Cross-Blue Shield plans
have a larger proportion of the total enrollments
for hospital care and surgical services than insur-
ance companies have. The majority of insurance
company enrollment is under individual policies.
For most of the other services the carriers’ shaves
of enrollment are different: the Blue Cross-Blue
Shield plans have a smaller proportion, the pex-
centage covered under group insurance policiex
1s greater, and there is relatively little coverage
under individual policies.

It will be noted that all these data are pre-
sented in a different way than they were in the
earlier articles in this series. This year the gross
enrollment for insurance companies is the total of
the enrollments under group and individual poli-
cles; in previous years the total enrollment re-
ported for insurance companies has been the
HIAA’s estimate of the net number of persons
covered by insurance companies, after deduction
for duplicating policies among insurance com-
panies.
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Historical Data

Data on enrollment of health insurance orga-
nizations and estimates of the net number of
persons who had some coverage of hospital care
and surgical services during the period 1940-68
are presented in tables 5 and 6. These figures are
different from those that were shown in previous
years in two major respects: First, the gross
enroliments are the total of enrollments for all
carriers—that is, with no deduction for duplica-
tion among insurance companies; second, data
are shown on net number of persons covered as
shown by various household surveys from time to
time during the entire period.

The major trends in enrollment have been
repeatedly described in previous articles. Growth
of Blue Cross-Blue Shield enrollment continues
at about the same rate as in recent years, as does

enrollment under group policies of insurance
companies. Growth in enrollment under indi-
vidual policies of insurance companies seems to
be slowing down. Enrollment under the com-
munity independent plans continues to expand
slowly; under employer-employee plans, it ap-
pears to be declining. The current Office of Re-
search and Statistics survey of independent plans
has found that many formerly self-insured groups
have taken out coverage with Blue Cross-Blue
Shield plans or insurance companies.

The fairly constant difference of several per-
centage points between the proportions of the
population with insurance as indicated by the
household surveys and by the HIAA estimates
stands out clearly. A new feature in the series is
the ratio of the gross total enrollments to the
estimates of net enrollment by HTAA.

The HIAA estimates made no adjustment for

TabLe 5.—Hospital benefits: Gross enrollment and estimates of net number of different persons covered, all ages, 194068

{In thousands]

Gross enrollments
Net number of different
persons covered, Gross
g{lulg gll;io:lsd Insurance companies Independent plans as estimated by a%lggggl:‘%f
net, as esti-
mated by—
Household HIAA
End of year surveys !
Em- :
Total s Com- Pri-
Indi- ;| ploy- :
Group|_; muni- Medi-| vate
Total | Biue | Blue | miea |"poli- |v1dUaL maea) | ey et VG0 | aroup Per- Per.
Cross [Shield jes | Doli- Em- iety| olini cent cent |House-
ck cies on - [ployee- S0C1LY| GMC || jum_ | of ei- | Num-| ofci- | hold |gpa 4
SUImer \ nion ber | vilian | ber? | vilian| sur-
popu- popu- | veys
lation lation
12,022] 6,072| 6,012 60| 3,700{ 2,500 1,200{ 2,250 9.3 ... 97.6
16,089, 8,469 8,399 70| 5,350 . 1,500{ 2,270 12.4(_ - 98.4
19,465, 10,295| 10,215 80, 6,880, 5,080 1,800 2,290 15.3) ... ... 98.8
-] 23,915] 12,696 12,600 96 8,900] 6,800 2,100 2,319 19.00. .. __ 99.0
29,123 15,828] 15,748 80| 10,800 8,400 2,400, 2,495 23.0). .. _ 99.6
32,135| 18,961} 18,881 801 10,504 7,804 2,700 2,670 24.0)_.__...| 100.2
41,477 24,342| 24,250 92| 14,315] 11,315 3,000 2,820 29.9 . ... 98.5
52,460 27,646| 27,489 157( 21,774| 14,190| 7,584 3,040 36.5). ... 99.8
61,926/ 30,619| 30,448 171| 28,027| 16,741) 11,286 3,280 41.7(_ 101.5
69,625 33,576 33,381 195| 32,426! 17,697 14,729] 3,623 44.3}_ 105.4
81,601| 37,645 37,435 210( 39,601 22,305 17,2906| 4,445 50.7) 106.6
92,167| 39,412| 38,424 88| 47,465, 26,663 20,802| 5,290 55.9_ 108.0
08,340| 41,353| 40,495 858| 50,867 29,455 21,412| 6,120{ 2,380 .
1953. -1106,002) 43,684| 42,857 827, 55,435 33,575 21,860{ 6,973| 2,851
-1109,297| 45,355| 44,243 1,112 57,262 35,080| 22,172| 6,680
118,629 48,924| 47,719 1,205 63,160! 39,029| 24,131| 6,545
-|128,666| 51,455 50,108 1,347| 70,781| 45,211| 25,570 6,430
134,460 53,282| 51,869| 1,413| 74,776| 48,439( 26,337, 6,411
136,304 53,623| 52,258| 1,365 76,202| 49,508| 26,784| 6,389
141,660| 55,054| 53,673\ 1,381| 80,226( 51,255| 28,971| 6,380
148,863 57,464! 55,938! 1,526| 85,405| 55,218 30,187| 5,994
153,026! 57,960; 56,489 1,471| 87,964| 57,013 30,951 7,102 134,417
59,618 58,133 1,485 92,074) 59,153| 32,921| 6,937 138,890,
60,698 59,141| 1,557| 97,279; 62,817| 34,462| 7,165 144,575
62,429| 60,478! 1,951/100,363| 64,506 35,857 6,840 148,338,
63,662| 61,651 2,012/104,476 67,104| 37,372 6,984 153,133
, 63,408 2,230{108,211| 69,570/ 38,641| 6,633 158,022
67,513| 65,188 2,325/111,259| 73,351| 37,908 7,050 162,853
70,510| 67,958| 2,552|115,768| 76,059 39,709 7,260 169,497

1 Number of persons estimated by applying percentages to total civilian
population. Percentages projected to end of year and rounded, except for
1967 and 1968 data.
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? HIA A estimate exceeds gross enrollment for early years because HIAA
data include estimated enrollment of college and university health services.
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duplicatory coverages—more than one policy or  enrollments and estimates of net population cov-
contract held by any one individual—before 1947.  ered for the two age groups are therefore supplied
The Association began making deductions for  in tables 7 and 8. To provide a background for
duplicatory coverage in arriving at its estimates  data since the inauguration of Medicare in mid-
in that year. Tts estimate of the proportion of 1966, figures since 1960 have been developed. For
duplicatory coverages, as shown by the ratio of the population under age 65, gross total enroll-
gross total enrollments to the estimated net num- ments for hospital care rose 24 percent between
ber of covered persons, gradually increased until 1962 and 1968, and enrollments for surgical care
a level of about 114 percent was reached around  increased 25 percent. During the same period
1960. This ratio, as found by the various house-  the increase in the net number of persons with
hold surveys, is much larger—running at the  coverage, as measured by the household surveys,
level of 120-130 percent for hospital care and  was 19 percent for hospital care and 21 percent
110-120 percent for surgery. As mentioned  for surgical care.
earlier, some of the difference between gross en- The number and percentage of the population
rollments and net covered population found by  aged 65 and over with private health insurance
household surveys may result from overstatement reached its maximum in 1965; it fell off with the
of enrollments. advent of Medicare. Total enrollments were,
Because of Medicare, the health insurance  however, only 18 percent less at the end of 1966
situation for persons under age 65 and aged 65  than they were at the end of 1965—an indication
and over is greatly different. Separate data on  that the great majority of older persons who

TaBLE 6.—Surgical benefits: Gross enrollment and estimates of net number of different persons covered, all ages, 1940-68

[In thousands]

Gross enrollments
Net number of different
persons covered, Gross
Blue Sross, Insurance companies Independent plans as estimated by a%";g}}g:{' b
_ . net, as esti-
mated by—
End of year Igg;“ﬁg‘s’l,d HIAA
Em-
Total Com- . —
Indi- ploy- .+ Pri-
Total | Blue | Blue | 1 |GrOUPIviqya)| tal man-| “er. L%g(lh' vate Per- Per-
Cross |Shield Do | poli- | ol WYl Em- )\ OB | eroup cent cent |House-
cies somor {PlOyee- ¥\ clinic | Num- | of ci- | Num-{ ofci- | hold |gy, 4
°f |"union ber |vilian| ber? | vilian | sur-
popu- popu- | veys
lation lation
1,430 850/ 2,250 200| 1,480 110 4.1 89.5
2,300; 1,000] 2,270 200| 1,480 130 5.1 91.7
3,275 1,200| 2,290 200 1,480 150 6.3 93.1
4,700 1,400) 2,323 205 1,481 170 7.9 94.2
5,625 1,606 2,375 280| 1,470 185 9.2 95.5
5,537 1,800 2,420 350 1,460 200 9.6 93.8
8,661, 2,000] 2,460 430, 1,450 200 13.2.. 93.3
11,103 4,875 2,550 500| 1,450 2501 18.2 2
14,199| 6,944| 2,670 580 1,440 330 23.3 .8
15,590) 9,315] 3,026 653] 1,438 643 27.6 Bt
21,219 13,718; 3,760 940 1,950 600 35.8 .3
26,376] 15,623} 4,510 1,230 2,470 570 42.5 W7
29,621/ 18,354 5,258 1,520 2,990 538 46.6 109.0
34,039, 17,039 6,007) 1,803 3,516 502 49,5 110.6
35,723| 16,825| 5,970) 1,970{ 3,350 470 50.8] .. ... 111.8
39,725| 18,768, 5,930 2,1. 3,200 430 54.01 .. ___ 114.6
45,906, 18,831| 5,809 2,208; 3,040 401 58.2| 120.5| 113.8
48,955| 20,349| 5,900, 2,360; 3,070 390 61.7| 112.0[ 112.6
49,017; 20,808 6,080 2,430 3,100 370 61.9| 114.2| 112.7
51,756| 22,108; 6,188] 2,496/ 3,138 360 63.8] 115.4| 112.1
78,516| 55,504 23,012 7,336| 2,760{ 4,020 346 656.2| ... ... 114.3
-1140,103| 49,374| 3,048| 46,326| 82,235 57,373| 24,862| 8,494 3,026 4,801 346 67.4
144,441 50,876] 2,814; 48,062| 85,278 59,787 25,491 8,287 3,003 4,605 346 68.4
151,240 52,371) 2,740] 49,631] 90,261| 63,288] 26,973 8,608 3,206| 4,806 346 70.1
155,215| 54,473) 3,222 51,251| 92,445 64,939( 27,506 8,297 3,111 4,968 10 71.0
-|161,810{ 56,330, 3,660 52,669 96,796| 67,557 20,239| 8,684| 3,400 5,068 10}. 72.8
_....-{165,810| 57,916/ 3,417 54,499| 99,560| 70,268 29,301| 8,325 3,526/ 4,601} .. _. " 74.3
-..-|172,050| 60,433 3,416! 57,017(103,037| 74,318| 28,719| 8,580 3,900| 4,500 76.4
_-|177,395| 63,279) 3,464| 59,815/105,616| 77,415| 28,201) 8,500| - 4,100 4,200 78.3
1 See footnote 1, table 5. 2 See footnote 2, table 5.
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TasLE 7.—Hospital benefits: Gross enrollment and estimates of net number of different persons covered, by age group, 196068

[In thousands]

Gross enrollments
Net number of different persons covered,
as estimated by— Gross enrollment as
Insurance companies percent of net,
as estimated by—
End of year (glol;es. Inde- Household surveys HIAA
Total Blue pendent
Shield Group | Individual plans
policies policies Percent of Percent of | pr o oo 1d
Number civilian Number civilian s ur 0 HIAA
population population | SUrveys
Under age 65
139,855 53,070 53,718 27,487
142,576 52,750 55,263 27,951
146,626 54,194 56,853 29,121
152,822 55,072 60,417 30,662
157,083 56,663 62,006 32,057
162,461 57,884 ,504 33,572 . . .
170,053 60,575 67,546 35,729 6, . .
175,672 62,103 71,279 35,670 6,620 137,617 77.4 153,768 86.5 127.7 114.2
182,490 65,086 74,128 36,451 6,825 142,837 79.6 159,335 88.8 I 127.8 114.5
Aged 65 and over
9,008 4,394 1,500 2,700 9,235 54.8 97.5
10,450 5,210 1,750 3,000 9,822 57.2 106.4
12,003 5,424 2,300 3,800 10,300 59.1 116.5
12,320 5,626 2,400 3,800 11,308 63.8 108.9
12,538 5,766 2,500 3,800 1) [0 R [ P,
12,661 5,778 2,600 3,800 11,700 63.9 108.2
10,439 5,073 2,024 2,912 9,433 50.6 110.7
10,150 5,410 2,072 2,238 9,085 47.8 111.7
11,048 5,424 1,931 3,258 435 39,280 10,162 52.6 108.7

1 Data not available.
2 In the Current Medicare Survey of the Social Security Administration,
50 percent of those enrolled for supplementary medical insurance were re-

had health insurance before Medicare retained
their private coverage, shifting in the main to
special contracts or policies that complemented
Medicare’s benefits. After a further slight decline
in 1967, total enrollments increased in 1968, and
the percentage of the aged with private coverage
also increased.

The figures in tables 5-8 on the number and
percentage of the population with private health
insurance coverage as shown by household sur-
veys have been provided, for the most part,
without identification of the particnlar surveys.
In table 9, however, a listing is provided of all
household surveys of the extent of health insur-
ance known to the writer, and the precise period
of the survey and the findings are given.

The trend toward broader coverage under
health insurance is shown in table 10, which gives
data on enrollment and estimated net population
covered for each of the 10 main types of health
care in 1962 and in each of the past 4 years.
Although the estimated net number of different
persons of all ages covered for hospital care (as
found by the household surveys) rose 17 percent
from 1962 to 1968, the net number of persons
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ported as having private hospital insurance at end of 1967.
3 NCHS data not available; fizure estimated on basis of percentage in-
crease in gross enrollment hetween 1967 and 1968.

estimated to have coverage of X-ray and labora-
tory examinations increased almost 50 percent.
(Coverage for physician office and home visits was
50 percent higher in 1968 than it was 6 years
earlier and that for drugs was 66 percent higher.

The number of persons with some coverage
of dental care has increased during this 6-year
period almost 500 percent, and the number with
some coverage of nursing-home care has almost
quadrupled. Much of the expansion in the num-
ber of persons covered for physician office and
home visits, prescribed drugs, and private-duty
nursing reflects the growth of major medical cov-
erages of insurance companies or supplementary
major medical or extended-benefit -contracts
written by Blue Cross-Blue Shield plans. Not all
the increase is of this nature, however. All health
insurance organizations are tending to broaden
the scope of their basic coverage.

Table 11 shows for persons of all ages the
growth since 1955 in the number of persons
covered under major medical policies of insurance
companies and under supplementary major medi-
cal and comprehensive extended-benefit contracts
of Blue Cross-Blue Shield plans. Most of the
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TaBLE ¥.—Surgical benefits: Gross enrollment and estimates of net number of different persons covered, by age, 1960-68

[In thousands]

llment
Gross enroliments Net humber of different persons covered,
- T T T as estimated by— Gross enrollment as
‘ Insurance companies aspgsrfi?:xl;t%id n](;,;,M
——— _
End of year l [ (1)31ue | | Inde- Household surveys ‘ HIAA
' Total Brlousg , i » pendent
Shield I%ligclilgs Inr?oll‘irtl:(iléal plans Percent of | Percent of Household
l | ’ | Number civilian Number civ1lha}1 SUrvoys HIAA
’ / l ( ] 1 population population
; Under age 65
o | ] o5 | | s | 116.4
127,386 45,226 54,104 21,212 6,844 ). _ - - 109,452 67.2 . ... .
| 132,209 45,649 55,673 i 22,962 7,925 (|- oL e 1114,645 169‘3 ,,,,,,, 115.3
134,609 46,599 57,487 22,791 7,732 113,569 68.3 ((‘) ) ) 118.5 | ... {iii
139,278 46,086 60,888 ’ 24,273 8,031 4. ... ... . I 1212,112 l71.6 ,,,,,,,,, .
144,811 49,825 62,439 ‘ 24,806 | 7,741 0. N ‘ ( ’ O] as | {60
150,946 51,348 64,957 26,539 8,102 fi. ... ... bl ( 139.10() 78.? ,,,,,,,,,,, 114.6
157,504 53,613 68,574 | 27,479 [ 7,838 .. cesieoeo|- noea- 13‘4), 4)8 78.1 ... 5y 114'6
163,643 56,020 72,583 26,965 8,075 134.05)1 45‘3.4 ’ 14:,§-§ 89.3 122, 114.3
168,344 ‘ 58,390 75,619 26,300 8,035 137,224 ! 6.5 ‘ 147,252 ‘ 82.1 122.6 .
5 I
Aged 65 and over
) I ? { 85.7
1960__ 1,400 ¢ 1,800 éQZ ,,,,,,,,,, e 7,852 46.6 | ... ___ B .
1961___ 1,700 1,900 569 .. . _} l25,3()6 | 148.4 ,,,,,, 565 (1) 95.0
1962__ 2,300 2,700 555 7,792 46.2 O] 1) . lo1.2
1963. . 3,488 %,;8(()) ggg ,,,,, \ e (‘9),842 ! (1)55.6 . 5 .
1068 Yoo | 0| se e B
1966. 1,694 | 1,822 | 4s7§ USRS DU 3,267‘ 39.0 | 114.3
1967 _ 1,735 1,754 505 | 8,376 | 244.1 7,568 39.8 | 100. 111.1
1968. 1,796 1,901 39,021 ‘ 3467 8,473 100.3 106.8
I

43.8 i

1 Data not available. . .
2 In the Current Medicare Survey of the Social Seeurity Administration.
42 percent of those enrolled for supplementary medieal insurance were reported

growth in insurance company major medical
coverage has been in group policies. The number
of persons covered under group supplementary
major medical policies exceeds the number under
group comprehensive major medical policies by
almost 3 to 1, with the margin apparently in-
creasing. There are various indications that possi-
bly as much as one-fourth of the persons covered
under group supplementary major medical poli-
cles of insurance companies have basic coverage
through Blue Cross-Blue Shield plans of hospital
care and probably of surgical care too.

Enrollment under individual policies of the
major medical type grows but slowly. Many
policies of this type are purchased by those who
wish to supplement their basic coverage under
Blue Cross-Blue Shield plans or under an insur-
ance group policy. Enrollment under Blue Cross-
Blue Shield supplementary major medical or
comprehensive extended-benefit coverage con-
tmues to expand though not as rapidly as under
Imsurance company major-medieal policies.

With minor exceptions the independent plans
have not chosen to develop coverage of the major
medical type. The community plans, especially
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as having private surgical insurance at end of 1967. .
P NCHS data not available; figure estimated on basis of percentage in-
~rease in gross enrollment between 1967 and 1968,

those that provide service through group practice,
generally provide comprehensive coverage of phy-
sician service and complete or virtually complete
coverage of hospital care. Their aim is to pro-
vide directly a comprehensive health service.
Some of the employer-employee union plans (but
only a small minority) have coverages of the
major medical type.

FINANCIAL EXPERIENCE

In 1968, the earned subseription or premium
income of all private health insurance organi-
zations was $12.9 billion (table 12). The orga-
nizations incurred claims or benefit expenses of
$11.3 billion (87.9 percent of premium income),
used $1.9 billion (14.8 percent of premium in-
come) for operating expense, and had a net
underwriting loss of $356 million, equal to 2.8
percent of premium income. Some of this under-
writing loss was made up by income from invest-
ment of reserves.

The Blue Cross-Blue Shield plans together had
a subscription income of $5.2 billion. Of this
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TapLe 9.—Household surveys of the extent of health insurance: Findings on percent of population with hospital insurance and

with surgical insurance

Percent with—

Hospital insurance

Surgical insurance

Organization Survey period
Non- Total Non- Total
institutional civilian institutional civilian
population | population | population | population
Surveys of persons of all ages:
Health Information Foundation .. ... .. . . ... ____ | July 1953 .. __.. IR 57.0 56.4 48.0 47.3
Public Health Service 2. . .. . .. September 1956____ . __.____._. ... 63.3 62.9 55.2 54.6
Health Insurance Institute * _____ October 1957___ ... _______ 67.0 66.6 62.0 61.4
Health Information Foundation 4 July 1958 ... _____. 65.0 64.3 61.0 60.4
Public Health Services__.._ . . . , July-December 1959 _ 67.1 66.4 62.0 61.4
National Center for Health Statistics, Public Health Service .| July 1962-June 1963_____________ 70.7 69.4 66.3 64.4
Health Information Foundation7_._ [ December 31, 1963.___ . 68.0 67.2 66.0 65.2
National Center for Health Statistics, Public ealth Service 8_| July-December 1967.__. ... _____ 73.3 72.5 71.6 70.8
National Center for Health Statistics, Public Health Service 2| January-December 1968.________
Surveys of persons aged 65 and over:
Social Security Administration 1 Ceeioiii......oMarch 1952 ...
Social Security Administration 12___ Endof1962__ . .. _
Soecial Security Administration 13___ End of 1967_ _
Social Security Administration 4. ____ . __ . March 1968 __.

! Odin W. Anderson with Jacob J. Feldman, Family Medical Costs and
Voluntary Health Insurance: A Nationwide Survey, McGraw-Hill Book Co.
1956,

2 Maurice E. Odoroff and Leslie M. Abbe, “ Patterns of Hospital Prepay-
ment Coverage in the United States, 1956,"" Public Health Reports, July 1959.

* Health Insurance Iustitute, A Profile of the Health Insurance Public: A
National Study of the Pattern of Iealth Insurance Coverage, Public Attitudes
and Knowledge, New York, 1959,

4+ Odin W. Anderson, Patricia Collette, and Jacob J. Feldman, Changes in
Medical Care Erpenditures and Voluntary Health Imsurance, A Fipe-Year
Resurvey, Harvard University Press, 1963.

5 Health Statistics from the U.S. Naticnal Health Survey, Interim Report on
Health Insurance, United States, July-December 1959 (Series B, No. 26), De-
cember 1960.

8 Health Insurance Coverage, United States, July 1962-June 1963 (Series 10,
No. 11), National Center for Health Statistics, 1964.

7 Ronald Andersen and Odin W. Anderson, A4 Decade of Health Services
Social Survey Trends in Use and Erpenditure, University of Chicago Press,
967,

8‘¢Hospital and Surgical Insurance Coverage in the United States, July-
December 1967, Monthly Vital Statistics Report: Health Interview Survey—
Provisional Data from the National Center for Health Statistics, June 23, 1969;
supplemented by unpublished data provided by the Center.

¢ Unpublished data provided by the National Center for Health Statistics
(only for persons under age 65).

1 Findings for persons of all ages not available. The survey found that of

amount, $4.8 billion, or 93.3 percent, was used
for payments to hospitals, doctors, etec., for serv-
ices to subscribers, and $0.4 billion (7.2 percent)
was used for operating expense. Thus the plans
had a net underwriting loss of $28.6 million. This
loss was offset by investment income of approxi-
mately $98 million; the plans therefore had a net
income of $70 million or 1.3 percent of total
income.

Of the total Blue Cross-Blue Shield subscrip-
tion income, 70 percent represented Blue (Cross
and 30 percent Blue Shield. Tn 1968, Blue Cross
plans used 96.3 percent of premium income for
claims expense, had operating expenses of 5.7 per-
cent, and a net underwriting loss of 2.0 percent.
Blue Shield plans used 86.2 percent of premium
income for claims and had operating expenses of
10.9 percent and a net underwriting gain of 2.9
percent.®

8 For greater detail see Louis 8. Reed, Willine Carr,
and Maureen Dwyer, op. cit.
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the noninstitutional population under age 65, 79.2 percent (after prorating
“don’t know’’) had hospital insurance and 77.8 percent had surgical in-
surance. In terms of the total civilian population the percentages were 78.6
and 77.2, respectively.

1, 8. Falk and Agnes W. Brewster, Hospitalization and Insurance Among
Aged Persons, A Study Based on a Census Survey in March 1952, Bureau Re-
port No. 18, Research and Statisties, April 1953.

12 Lenore A. Epstein and Janet H. Murray, The Aged Population of the
United States: The 1963 Social Security Survey of the Aged (Research Report
No. 19), Office of Research and Statistics, 1967, chapter 11.

12 Unpublished data from the Current Medicare Survey; data relate only
to persons enrolled for supplementary medical insurance under Medicare.

U4 Unpublished data from Current Medicare Survey; data relate to all aged
persons covered for hospital benefits under Medicare (substantially all aged
persons).

NOTE: For all surveys, the percentages of persons who did not know
whether they had or did not have insurance have been prorated between
those who had and those who did not have insurance. Most of the surveys
were limited to the noninstitutional population. Estimates in terms of the
total civilian population have been made for these surveys on the assumption
—not fully valid, but only producing slight underestimation—that none of
the institutional populations (mainly persons in nursing and old-age homes,
mental and tuberculosis hospitals, prisons, and institutions for the mentally
retarded) had health insurance. (The ORS 1963 Survey of the Aged found
that less than 10 percent of aged persons in institutions had health insurance.)

Insurance companies had total earned premium
income (less dividends to policyholders) of $6.9
billion, of which almost three-fourths came from
group business and one-fourth from individual
business. Under group business, the companies
used 93.8 percent of premium income for claims
expense, 12.8 percent for operating expense (in-
cluding State premium taxes and fees of 2-3 per-
cent of premiums), and sustained a net under-
writing loss of 6.6 percent. Part of this loss was
offset by income from investment of reserves; part
was made up by gains on disability and life in-
surance business. On individual policies, the com-
panies used 53.6 percent of premium income for
claims, had an operating expense ratio of 46.7
percent, and a net underwriting loss of 0.2 per-
cent. Investment income gave them an overall
gain.

The independent plans, it is estimated, had a
total income from subscriber, employers, em-
ployees, and union members of $740 million.
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TasLE 10.—Estimates of net number and percent of population covered for specified health care benefits, 1962-68

Physician services

l X-ray

01
End of year Hospitai In- and Office | De;rtal %cnbed duty narse home
care Surgical hospital labora- and | drugs : nursing | service care
services vigits tory home ;
examina-| visits \
i

\
Pre- “Private- Visiting- | Nursing-

| l tions

All ages

|

Number (in thousands):
1962

129,800 | 120,528 (O] 65,671 56,986 | 1,006 47,907 46,143 43,203 4,975
L ) (4} 79, 63,400 3,100 53,200 | 56,000 60,100 9,900
) O] Q) 90,000 73,706 4,227 65,544 68,722 79,004 17,814

152,117 | 146,295 | 128,174 97,703 85,311 5,821 79,280 83,485 90,523 19,046

|
146,131 | 142,437 1) | 92,480 78,565 4,679 71,201! 76,080 81,771 18,754
|
|
|

70.0 65.0 ® 35.0 31.0 | 0.5 26.0 25.0 23.0 3.0

I0) ) 10} 41.2 32.9 1.6 27.6 29.0 31.2 5.1

10} 0 ) 48.0 | 37.9 2.2 33.7 | 35.0 40.6 9.2

74.3 72.4 1) 47.0 . 39.9 2.4 36.2 38.7 41.6 9.2

76.5 73.6 64.5 49.2 \ 42.9 2.9 39.9 42.0 45.5 9.6
|

Under age 65

| | \
1 i

137,617 134,061 116,656 88,926 J 75,785 4,596 69,363 73,857 79,302 15,873
142,837 437,274 121,104 93,714 82,295 5,719 76,748 81,309 87,697 16,921

i
77.4 75.4 65.6 50.0 42.6 2.6 9.0 41.5 44.6 8.9
79.6 76.5 67.5 52.2 45.9 3.2 2.8 45.3 48.9 9.4

Aged 65 and over
| |

8,514 8,376 5,905 3,554 2,780 83 1,838 2,223 2,470 2,881
9,280 9,021 7,070 3,989 3,016 102 \ 2,532 2,176 2,826 2,125
45.0 44.0 31.1 18.7 14.6 0.4 9.7 11.7 13.0 15.2
48.5 46.7 36.6 \ 20.6 15.6 0.5 13.1 11.3 14.6 11.0

i

1 Data not available.

TaBLE 11.—Number of persons covered under major medical policies of insurance companies and under supplementary major
medical and comprehensive extended-benefit contracts of Blue Cross-Blue Shield plans, 1955-68

[In thousands}
Insurance companies Blue Cross-Blue Shield plans!?
End of year Group policies Individual Supple- (}Jlompre-
— ndividua ~ mentary ensive
Total Supple- Compre- policies Total major extended
Total mentary hensive medical benefit
5,241 4,759 3,928 831 482 ' ... R
27,448 25,608 17,285 8,323 1,840 3,713 3,020 693
34,138 31,517 22,281 9,236 2,621 5,059 4,015 1,044
38,250 35,053 25,301 9,752 3,197 7,601 5,068 1,735
42,441 38,699 28,248 10,451 3,742 ® * ®*
47,001 42 579 31,772 10,807 4,422 ® *) ®
51,946 47,269 35,988 11,281 4,677 314,600 6] ®)
56,742 52,002 39,685 12,317 4,740 114,352 410,409 43,943
62,226 57,447 43,899 13,548 4,779 416,279 412,408 43,871
66,841 61,738 46,935 14,803 5,103 417,807 414,078 43,729
! Comparable data not available for earlier years; data shown are for Blue 3 Data for Blue Cross plans plus an estimated 1,600,000 in Blue Shield
Cross plans only, except for 1965-68. Data exclude persons covered under plans not affiliated with Blue Cross.
polio and dread-disease and prolonged-illness contracts offering coverage 4 Data jointly developed by Blue Cross Association and National Associa-

only for diseases specified.

tion of Blue Shield plans onn unduplicated number of persons covered.
2 Data not available.

They used 91.6 percent for provision of services 2.6 percent. As mentioned earlier, 1968 data for
or payment of claims and had operating expenses  the independent plans are preliminary and will
of 5.8 percent and a net underwriting gain of  be revised when findings from the current Office
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TaBLE 12.—Financial experience of private health insurance organizations, 1968

[Amounts in millions]

|
Sub- Claims expense Operating expense Net underwriting gain Net income
Total seription -
Type of plan income )rex%rium Percent of Percent of Percent of Percent of
Iincome Amount | premium Amount | premium Amount premium Amount total
income income income income
Tota) ... ... ... ... ... ) $12,860.6 $11,309.6 87.9 $1,907.2 14.8 —$356.2 —2.8 [C I P
Blue Cross-Blue Shield_.._._ _.| $5,285.1 5,187.1 4,840.6 93.3 375.1 7.2 —28.6 —-.5 $69.5 1.3
Blue Cross.__._____.___..__. 3,728.9 3,665.0 3,620.2 96.3 208.6 5.7 —~72.8 —~2.0 —8.9 —.2
Blue Shield . ___._____._____ 1,556.2 1,522.1 1,311.4 86.2 166.5 10.9 44.2 2.9 78.4 5.0
Insurance companies_ ... .___. (1) 6,933.0 5,791.0 83.5 1,488.8 21.5 —346.8 —5.0 My .
Group policies__._________.__ (1) 5,159.0 4,841.0 93.8 660.4 12.8 —342.4 —6.6 [0 2N P,
Individual policies_....._____ O] 1,774.0 950.0 53.6 828.4 46.7 —4.4 —.2 [ T P
Independent plans_._......._. 740.5 740.5 678.0 91.6 43.3 5.8 19.2 2.6 19.2 2.6
Community. . ___________._.__ 310.0 310.0 280.0 93.5 20.0 6.5 0 0 [ T I
Employer-employee-union___ 380.0 380.0 345.0 80.8 20.0 5.3 15.0 3.9 15.0 3.9
Private group clinic. .. _.__._ 16.0 16.0 14.5 90.6 1.0 6.2 .5 3.1 .5 3.1
Dental Society_ . _.______.__. 34.5 34.5 28.5 82.6 2.3 6.7 3.7 10.7 3.7 10.7

1 Data not available.

of Research and Statistics survey become avail-
able.

Sources of Data

The data for Blue Cross and Blue Shield plans
are based on financial statements for all plans
furnished to the Office of Research and Statistics
by the Blue Cross Association and the Natienal
Association of Blue Shield plans. Duplication
resulting from the fact that six joint Blue Cross-
Blue Shield plans report identical data to both
national organizations has been eliminated. Data
for Health Services, Incorporated, and tor Medi-
cal Indemnity of America—insurance companies
owned by the Blue Cross and Blue Shield Associa-
tions, respectively—have been included.

The data on insurance company premium in-
come and benefit expense were provided by the
Health Insurance Association of America. Pre-
mium income is based upon the National Under-
writer Company’s annual survey of accident and
health insurance and on HIAA’s annual surveys
of companies in this field. The division of group
accident and health business between health care
and wage loss is based on the HIAA’s annual
survey of enrollment, premium income, and bene-
fits paid under group business. For individual
business, the distribution was based on the
HIAA’s annual survey of benefits paid. Operat-
ing expenses are estimated by the Office of Re-
search and Statistics by applying operating ex-
pense ratios for all group and individual accident
and health insurance business, respectively,
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TaBLE 13.—Percentage distribution of subscription or pre-
mium income, claims expense, and operating expense by
type of private health insurance organizations, 1968

Sub- : :
iy Claims Operating
Type of plan seription
income expense expense
Total .- .. ... 100.0 100.0 100.0
Blue Cross-Blue Shield. ._________.__. 40.3 42.8 19.6
Blue Cross_._____.___... - 28.5 31.2 10.9
Blue Shield__..__.._____ 11.8 11.6 8.7
Insurance companies._.___ 53.9 51.2 78.0
Group policies_____. .. 40.1 42.8 34.6
Individual policies_.__.. 13.8 8.4 43.4
Independent plans____ . 5.7 5.9 2.2
Community___._______._. 2.4 2.6 1.0
Employer-employee-union. 2.9 3.0 1.0
Private group clinic_..____ -1 .1 1)
Dentalsociety. ... ... ___.. .3 .2 .1

1 Less than 0.05 percent.

derived from the National Underwriter Company
aggregates.®

Of the total premimn or subscription income
of all health insurance organizations in 1968,
40.3 percent was received by Blue Cross-Blue
Shield plans, 53.9 percent by insurance companies
(40.1 percent under group and 13.8 under in-
dividual policies), and 5.7 percent by the inde-
pendent plans (table 13). The Blue Cross-Blue
Shield share of the total benefit expense was
larger than their share of subscription income,
and the insurance companies’ share was somewhat
smaller.

Benefit Expenditures and Types of Care

As the data in table 14 show, 65 percent of the
total benefit expenditures of all organizations in

® Argus 1969 Chart of Health Insurance, page 96.
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TaBLE 14.—Benefit expenditures of private health insurance organizations, by type of service, 1968

[Amounts in millions)

Eggz;g%ﬁgts Hospital care Physician service Dental care Other types of care
Type of plan o

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
Total ... ............... $11,309.6 100.0 $7,307.8 64.6 $3,472.1 30.7 $104.6 0.9 $425.1 3.8
Blue Cross-Blue Shield.....__. 4,840.6 100.0 3,462.8 71.5 1,242.3 25.7 6.1 .1 129.4 2.7
Blue Cross.__._....._. - 3,520.2 100.0 3,373.7 95.6 56.7 1.6 3.5 .1 95.3 2.7
Blue Shield.____._..__. . 1,311.4 100.0 89.1 6.8 1,185.6 90.4 2.6 .2 34.1 2.6
Insurance Companies_._____._. 5,791.0 100.0 3,573.5 61.7 1,890.8 32.7 59.0 1.0 267.7 4.6
Group policies.......__._..._. 4,841.0 100.0 2,900.4 59.9 1,656.1 34.2 59.0 1.2 225.5 4.7
Individual policies_. _._..___ 950.0 100.0 673.1 70.9 234.7 24.7 ) m 42.2 4.4
Independent plans_.___._.___. 678.0 100.0 271.5 40.0 339.0 50.0 39.5 5.8 28.0 4.1
Community_ ... ... ... 200.0 100.0 90.0 31.0 197.0 67.9 21.6 .6 1.4 .5
Employer-employee-union. . 345.0 100.0 180.0 52.2 130.0 37.7 28.8 2.6 26.2 7.6
Private group elinie_...__ ... 14.5 100.0 1.5 10.3 12.0 82.8 1.6 4.1 4 2.8
Dental soelety.. ... _.__ 28.5 100.0 | . ( ,,,,,,,,,,, 28.5 100.0 | oo

1 Less than 0.05 percent.

1968 were for hospital care, 31 percent for physi-
cian service, almost 1 percent for dental care, and
4 percent for other types of benefits—mainly,
private-duty nursing, and drugs. The Blue Cross-
Blue Shield plans spent a larger proportion of
the total for hospital care than insurance com-
panies spent and less for physician service and
other types of care. The independent plans used
40 percent of benefit expenditures for hospital
care, 50 percent for physician services, 6 percent
for dental care, and 4 percent for other types of
care. Health insurance benefit expenditures for
dental care exceeded $100 million in 1968 ; almost
60 percent of these expenditures were made by
insurance companies, and most of the rest were
made by the dental-service prepayment plans
sponsored by dental societies.

Benefit Expenditures Per Enrollee

Table 15 shows the benefit expenditures of the

three groups of organizations for hospital care.

and physician service per person enrolled for these
services. These benefit expenditures per enrollee
tend to give a general indication of the breadth

TaBLE 15.—Benefit expenditures of private health insurance
organizations per person enrolled for specified benefits, 1968

Type of plan Hospital | Physician
care service

Blue Cross-Blue Shield. ... .. ... ._____ $49.11 $19.63
Insurance companies:

Group poljcies__ _ 38.13 21.39

Individual polici 16.95 8.32
Independent plans_____ 37.40 39.88

Community-consumer. ____ B 36.00 48.05

Employer-employee-union. .. .. . ... .__ 38.30 30.95

* Minimum estimate based on 1964 data.

or comprehensiveness of coverage of the service
in question. Blue Cross-Blue Shield plans, with
a benefit expenditure for hospital care of $49.12
per person enrolled, lead the other carriers in ex-
penditures per enrollee for this type of care.

The benefit expenditure for hospital care per
person covered for hospital care are relatively
modest for the community plans though most of
these plans provide a relatively comprehensive
coverage. The explanation is that the figures
largely reflect the experience of the prepaid
group-practice plans; they have relatively low
expenditures for hospital care because their hos-
pital utilization rates are low.

The independent plans lead in benefit expendi-
tures for physician care per person covered for
this service (the enrollment for surgical service
was used in making these calculations). The
community independent plans spend most per
person enrolled, since most of them provide com-
plete or virtually complete coverage of physician
service.

The very low benefit expenditures per enrollee
under individual policies of insurance companies
reflect the meager coverage provided under many
of the policies.

TRENDS

Tables 16 and 17 provide historical data on
the subscription or premium income and the
benefit expenditures of private health insurance
organizations since 1945 and give the percentage
distribution of the total among the three types
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TaBLE 16.—Subscription or premium income and benefit expenditures of private health insurance organizations, 1948-68

{In millions]

Blue Cross-Blue Shield plans Insurance companies
Year Total - Independent
: Group Individual
Total Blue Cross | Blue Shield Total policies policies
Income
1048 .. $862.0 $365.0 $315.0 $50.0 $421.0 $212.0 $209.0 $76.0
1960 ... ... ... . e iiieail. 1,291.5 574.0 436.7 137.3 605.0 333.0 272.0 112.5
1965 ... S 3,149.6 1,292.4 910.7 381.7 1,626.9 1,022.5 604.4 230.3
1960 ...l 5,841.0 2,482.1 1,773.0 709.1 3,027.0 2,104.0 923.0 331.9
3 - 6,673.3 2,805.1 2,004.4 800.7 3,427.0 2,414.0 1,013.0 441.2
1962 . 7,411.1 3,118.6 2,212.8 905.8 3,810.0 2,708.0 1,102.0 482.5
1963 . .. 8,053.6 3,399.4 2,438.7 960.7 4,136.0 2,013.0 1,223.0 518.2
1964 .. 8,983.6 3,785.1 2,697.6 1,087.5 4,652.0 3,297.0 1,355.0 546.5
1965 .. . L. 10,001.3 4,169.0 2,903.7 1,175.3 5,224.0 3,665.0 1,559.0 608.3
1966 . .. ... 10,564.1 4,327.8 3,085.9 1,241.9 5,505.0 3,987.0 1,608.0 641.3
1987 . .. 11,105.3 4,555.3 3,230.0 1,325.3 5,858.0 4,270.0 1,588.0 692.0
1968 . ... 12,860.6 5,187.1 3,665.0 1,522.1 6,933.0 5,159.0 1,774.0 740.5
Benefit expenditures

1948___ el $606.0 $308.0 $269.0 $39.0 $228.0 $148.0 ‘ $80.0 $70.0
960 ... 991.9 490.6 382.9 107.7 400.0 257.0 143.0 101.3
1965 .. . 2,535.7 1,146.7 832.2 314.5 1,179.0 858.0 321.0 210.0
1980 . 4,096.3 2,287.1 1,646.2 640.9 2,389.0 1,901.0 488.0 320.2
1961 .. 5,965.4 2,685.4 1,867.1 718.3 2,706.0 2,170.0 536.0 404.0
1962 . .. 6,343.8 2,893.6 2,064.5 829.1 3,012.0 2,453.0 559.0 438.2
1963 . 6,979.3 3,179.5 2,317.3 862.2 3,332.0 2,671.0 661.0 467.8
1964 ... 7,832.1 3,574.4 2,592.8 981.6 3,763.0 3,024.0 739.0 404.7
1985, . 8,728.9 3,812.9 2,853.4 1,059.5 4,265.0 3,413.0 852.0 551.0
1966____ el I 9,141.8 3,975.4 2,882.2 1,003.2 4,585.0 3,711.0 874.0 581.4
1967 .. . U 9,544.8 4,082.8 2,963.1 1,119.7 4,837.0 3,908.0 839.0 625.0
1968 ... 11,300.6 4,840.6 3,529.2 1,311.4 5,791.0 4,841.0 950.0 678.0

TaBLE 17.—Percentage distribution of subscription or pre-
mium income and benefit expenditures of private health in-
surance organizations, 1948-68

[In millions)

Blue Cross- Insurance companies
Blue Shield plans Inde-
Year | Total ; pend-

di-
Blue Blue Group o plans

Total Total vidual

Cross I Shield policies policies

Income
42.3 36.5 5.8 48.8 2%4.6 24.2 8.8
44.4 33.8 10.6 46.8 25.8 21.1 8.7
41.0 28.9 12.1 51.7 32.5 19.2 7.3
42.5 30.4 12.1 51.8 36.0 15.8 5.7
42.0 30.0 12.0 51.4 36.2 15.2 6.6
42.1 29.9 12.2 51.4 36.5 14.9 6.5
42.2 30.3 11.9 51.4 36.2 15.2 6.4
42.1 30.0 12.1 51.8 36.7 15.1 6.1
41.7 29.9 11.8 52.2 36.6 15.6 6.1
41.0 29.2 11.8 53.0 37.7 15.2 6.1
41.0 20.1 11.9 52.7 38.5 14.3 6.2
40.3 28.5 11.8 53.9 10.1 13.8 5.7
Benefit expenditures

1948___( 100.0 50.8 44.4 6.4 37.6 24.4 13.2 11.6
1950...| 100.0 49.5 38.6 10.9 40.3 25.9 14.4 10.2
1955_..( 100.0 45.2 32.8 12.4 46.5 33.8 12,7 8.3
1960__.| 100.0 45.8 32.9 12.8 47.8 38.0 9.8 6.4
1961._.| 100.0 45.4 32.8 12.6 47.5 38.1 9.4 7.1
1962_..| 100.0 45.6 32.5 13.1 47.5 38.7 8.8 6.9
1963__.( 100.0 45.6 33.2 12,4 47.7 38.3 9.5 6.7
1964__.| 100.0 45.6 33.1 12.5 48.0 38.6 9.4 6.3
1965_..( 100.0 44.8 32.7 12.1 48.9 39.1 9.8 6.3
1966__.| 100.0 43.5 31.5 12.0 50.2 40.6 9.6 6.4
1967__.| 100.0 42.8 31.0 11.7 50.7 41.9 8.8 6.5
1968 __| 100.0 42.8 31.2 11.6 51.2 42.8 8.4 5.9

of organizations. In general, the trends mani-
fested in previous years continued in 1968. Total
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premium or subscription income of all organiza-
tions rose 15 percent above the 1967 figure and
benefit expenditures by almost 19 percent. Blue
Cross and Blue Shield premium income increased
approximately 13 percent from the preceding
year and their benefit expenditures were 20 per-
cent higher.

Group premium income of insurance companies
shows an increase of 21 percent in 1968; individ-
ual policy premium income shows a rise of 12
percent. Some of the increase is not real but re-
sults from a change in the basic source of these
data.’®

10 The 1967 HIAA estimates were based on the aggre-
gates for 558 insurers, compiled by the Spectator Com-
pany and published in its 1968 Health Insurance Index.
To provide data at an earlier period for the purposes of
this series, HIAA based its 1968 estimates on the ag-
gregates for 985 insurers, compiled by the National
Underwriter Company and published in its Argus 1969
Chart of Health Insurance. Data for 1967 from the two
sources show the effect of the change: Karned premiums,
before dividends, were $6.1 billion for group insurance
and $2.7 billion for individual policies, according to the
Argus figures; the comparable figures from Spectator
were $5.9 billion and $2.5 billion. The Argus data showed
incurred claims as $5.2 billion for group insurance and
$1.4 billion for individual policies, and the comparable
figures from Spectator were $5.1 billion and $1.3 billion.
All these figures included wage loss and disability insur-
ance, as well as hospital and mediecal care insurance.



TasLE 18.—Financial experience of Blue Cross plans, 1950-68 1

[Amounts in thousands]

As percent of subscription income N
Earned et income
Total : < Total
sub- Claims | Operating - as percent
Year Reserves scription ie:crg,ende expense expense ne(t);rllgg;ne Claims Operatin Under- of total
income - ' % u writing income
expense expense | oo or loss
$116,531 $433,770 $436,984 $383,331 $36,281 $17,371 88.4 8.4 3.3 4.0
254,407 916,690+ 925,197 836,546 58,368 30,283 91.3 6.4 2.4 3.3
363,253 1,783,172 1,802,789 1,654,951 90,821 57,017 92.8 5.1 2.1 3.2
410,658 2,011,062 2,035,740 1,872,939 99,269 63,531 93.1 4.9 1.9 3.1
454,626 2,230,747 2,257,523 2,103,084 107,204 47,235 94.3 4.8 .9 2.1
492,872 | 2,467,195 | 2,497,377 | 2,343,231 115,228 38,918 95.0 4.7 .4 1.6
511,112 2,731,380 2,766,829 2,624,302 124,969 17,558 96.1 4.6 —.7 .6
561,906 | 3,031,470 | 3,074,551 | 2,887,187 134,559 52,805 95.2 4.5 .3 1.7
649,633 | 3,121,111 | 3,168,187 | 2,912,733 154,132 101,322 93.3 4.9 1.7 3.2
797,575 | 3,270,022 | 3,327,677 | 2,996,779 177,632 153,266 91.6 5.4 3.0 4.6
801,389 | 3,711,798 | 3,776,487 | 3,571,797 211,698 —~7,008 96.2 5.7 —1.9 —.2

1 Data in all years exclude Health Services, Ine., and are not adjusted for
duplication between Blue Cross and Blue Shield.

Blue Cross-Blue Shield plans received 40 per-

cent. of the total premium income of all organiza-
tions, insurance companies received 51 percent,
and independent plans 6 percent. These shares
have changed little from those in previous years.

The most striking change in the financial ex-
perience of Blue Cross plans in 1968, compared
with that in 1967, was a much larger increase
in claims expense than in subscription income
(table 18). The result was that the claims expense
ratio for these plans rose from 91.6 percent to
96.2 percent and that the 3-percent underwriting
gain in 1967 changed to a 1.9-percent underwrit-
ing loss in 1968. The 20-percent increase in claims
expense largely reflects increases in hospital costs.

The operating-expense ratio of the Blue Cross
plans continued the upward trend that has been
evident during the past 4 years (table 19).

Blue Shield subscription income rose 16 per-
cent and claims expense 18 percent over the

TaBLE 19.—Financial experience of Blue Shield plans, 195068 1

2 Includes Puerto Rico.

amount in the preceding year. The claims-expense
ratio increased from 84.7 to 86.7 percent, the
operating-expense ratio increased slightly (from
10.0 to 10.5 percent of subscription income) and
the underwriting gain dropped from 5.3 percent
in 1967 to 2.8 percent in 1968.

In general the financial experience of insurance
companies was similar to that of the past few
years. Under group business, claims expense
amounted to 93.8 percent of earned premium in-
come and operating expense to 12.8 percent of
premium income, with a net loss from under-
writing of 6.6 percent. This loss is partly made
up by income from investment of reserves;
largely, however, the continued losses on this
sector of their business are made up through gains
on group disability and group life insurance.
Under individual policies the claims ratio of 53.6
percent was slightly higher than the 1967 ratio;
the operating-expense ratio was 46.7 percent,

[Amounts in thousands]

As percent of subseription income
Earx‘;ed Total Clai o ¢ Total Net income
sub- aims perating A as percent
Year Reserves | gorintion f:gg&% expense | expense |7t ulxcome . . Under- of total
income or loss Claims | Opersting { 0, income
expense eXPense | oain or loss
$34,954 $140,817 $141,504 $111,039 $18,653 $11,902 78.8 13.2 7.9 8.4
164,705 399,781 404,204 331,068 43,610 29,616 §2.8 10.9 6.3 7.3
228,634 741,164 761,529 670,776 76,245 4,508 90.5 10.3 —.8 .6
236,101 837,773 848,992 752,695 82,741 13,556 89.8 9.9 .3 1.6
266,536 974,086 985,373 868,816 01,136 25,421 89,2 9.4 1.5 2.6
289,440 1,086,356 | 1,101,745 977,147 99,662 24,936 89.9 9.2 .9 2.3
317,528 | 1,209,394 1,227,587 1,095,713 108,691 23,153 -90.6 9.0 .4 1.9
347,266 1,318,915 1,338,907 1,180,486 115,940 32,481 90.3 8.8 .9 2.4
308,374 1,390,890 1,413,185 1,226,383 129,864 56,938 88.2 9.3 2.5 4.0
500,004 | 1,489,640 | 1,519,300 | 1,261,650 148,750 108,908 84.7 10.0 5.3 7.2
578,300 | 1,709,548 | 1,747,867 1,481,070 180,154 86,643 86.6 10.5 2.8 5.0

! Data in all years exclude Medical Indemnity of America and are not
adjusted for duplication between Blue Cross and Blue Shield.
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2 Ineludes Jamaica.
3 Includes Puerto Rico but excludes Jamaica.
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TasLE 20.—Benefit expenditures of all private health in-
surance organizations, by type of care, 1950-68

. . Other
Hospital | Physician
Year Total care service tyglerseot
{
Amount (in millions)

$992 $680 $312 Q]

2,536 1,679 857 )
4,996 3,304 1,593 $99
5,695 3,766 1,796 133
6,344 4,197 1,992 155
6,980 4,642 2,153 185
7,832 5,187 2,427 218
8,729 5,790 2,680 259
9,142 5,903 2,831 318
9,545 6,133 2,964 447
11,310 7,308 3,472 530

Percentage distribution

100.0 68.5 31.5 O]

100.0 66.2 33.8 O]
100.0 66.1 3L.9 2.0
100.0 66.1 31.5 2.3
100.0 66.2 31.4 2.4
100.0 66.5 30.8 2.7
100.0 66.2 31.0 2.8
100.0 66.3 30.7 3.0
100.0 65.6 31.0 3.5
100.0 64.3 31.1 4.7
100.0 64.6 30.7 4.7

! Included in physician service.

compared with 43.7 percent in 1967. There was
a small underwriting loss in 1968 and a slight
gain in 1967. (Data on investment income are not
available.)

Table 20 shows the trend in distribution of
benefit expenditures of private health insurance
organizations in the period 1950-68. The distri-
bution is little changed from that of the immedi-
ate preceding years. The trend toward the
broadening of health insurance coverage is not
yet strongly manifested in these figures.

Proportion of Consumer Expenditures Met by
Insurance

Of all consumer expenditures for personal
health care in 1968, private health insurance bene-
fits met 35.7 percent.’* This figure excludes the net
cost of obtaining health insurance protection—the

11 The data for 1968 are from Dorothy P. Rice and
Barbara Cooper, “National Health Expenditures, 1959—
68,” an article that is to appear in the Social Sccurity
Bulletin for January 1970.

BULLETIN, DECEMBER 1969

difference between health insurance premiums
and benefit expenditures. Insurance benefits met
73.7 percent of consumer expenditures for hos-
pital care, 38.4 percent of those for physician
services, and 4.2 percent of those for all other types
of care. These proportions are higher than those
for 1967, continuing the trend of the previous
years, as shown below.

|
Hospital | Physician [Other types
Year Tatal care services of care

12.1 34.6 12.0 (O}
21.5 51.8 25.0 t)
27.7 63.7 30.0 1.3
29.9 66.2 32.7 1.7
30.9 68.2 33.0 1.9
31.7 67.2 33.6 2.1
31.5 68.1 32.2 2.3
32.4 70.2 32.7 2.5
32.0 67.6 33.8 2.8
33.1 70.1 36.2 3.8
35.7 73.7 38.4 4.2

! Included in physician services.

Consumer expenditures for health care, as esti-
mated by the Office of Research and Statistics,
includes some expenditures that should not, in
any case, be covered by health insurance: notably,
expenditures for nonprescribed drugs, various
drug sundries, and sunglasses purchased or re-
quired for reasons other than health. There is
some question as to whether it is desirable for
health insurance to cover the difference in the cost
of private and semiprivate accommodations, at
least when a private room is not medically nec-
essary. If the estimated expenditures for these
items were deducted from consumer health care
expenditures, the proportion of such expenditures
met by insurance would be slightly higher—per-
haps by three or four percentage points—than
that shown above.

In 1968 private payments by consumers, directly
or through private health insurance, cemprised
approximately 63 percent of the total national
expenditures for personal health care, as estimated
by the Office of Research and Statistics. The re-
mainder came mainly from public funds (tax
sources), with a small proportion coming from
philanthropy. Of the total estimated expenditures
for personal health care, private health insurance
met 23 percent in 1968, and 22 percent in 1967.

35



