
Medical Care Outlays for Aged and Nonaged 
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by BARBARA 5. COOPER* 

THE TREND toward spiraling medical care 
prices and large outlays for medical care in the 
I’nited States was continued in the fiscal year 
1969. The article that follows examines for two 
broad age groups-those under age 65 and those 
aged 65 and older--the impact of these outlays 
on the public purse and the individual pocketbook. 
These highlights of medical care expenditures in 
fiscal year 1969 point up some of the major sig- 
nificant findings : 

-Personal health care esl)enditures from all sources 
amounted to $52.6 billion, and about a fourth of this 
total was spent for the aged, who make up only 
a tenth of the population. 

-For each aged perscm, the average medical bill 
was $692, with an out-of-pocket outlay of $163. 

-The average medical bill for each person under 
age HS was $210, and nearly half of it ($98) came 
directly out of the individual’s pocket. 

-1)uring Medicare’s third year, that program paid 
close to half the total personal health care expendi- 
tures of the aged. 
-Medicare met 06 percent of the aged’s hospital 
bill and T2 percent of their physicians’ bill in the 
12 months. 

--For persons under age 65, public funds paid for 
one-third of hospital expenditures but only a tenth 
of professional services, and a very low proportion 
of drugs and drug sundries. More than three-fifths 
of the small amount expended for nursing-home care 
czame from public funds. 

-Differences in the amounts spent for medical care 
for the aged and the nonaged vary considerably with 
type of expenditure: per capita hospital care ex- 
penditures for the aged were nearly four times those 
of persons under age 65, but for physicians’ services 
for the aged they were only about twice those of 
the younger group. 

-Total personal health care expenditures were about 
12 percent higher than they were in the preceding 
year. For the aged, these outlays rose 16 percent: 
for the nonaged, they rose 11 percent. 

-After adjustment for population and medical care 
price increases, personal health care expenditures for 
the aged have grown from fiscal year 1966 to fiscal 
year 1969 at more than three times the annual rate 
of those for the younger population. 

*Division of Health Insurance Studies, Office of Re- 
search and Statistics. 

-Since 1966, the financing of medical care for the 
aged has shifted dramatically from the private to the 
public sector: for the nonaged, the contribution of 
each sector has remained relatively stable. 

EXPENDITURES IN 1969 

The Nation’s personal health care bill totaled 
$52.6 billion in fiscal year 1969 (table 1). Per- 
sonal health care expenditures include all expendi- 
tures for health and medical care services re- 
ceived by individuals and exclude expenditures 
for medical-facilities construction, medical re- 
search, public health activities not of direct benefit 
to individuals (disease prevention and control), 
and some expenses of philanthropic organizations. 
Also excluded is the net cost of insurance (the 
difference between health insurance premiums and 
benefits paid), as well as administrative expenses 
of several public programs. 

Of the $56.6 billion spent in 1969, three-fourths 
($39.1 billion) went for the medical care of the 
nonwged population and one-fourt,h ($13.5 billion) 
went for the 9.5 percent of t,he population who 
are aged. For all persons, the average personal 
health care bill was $256 (table 2). The bill for 
the average aged person was three and one-fourth 
times that of the younger person-$692, compared 
with $210. 

Source of Funds 

The largest part of the personal health care 
dollar is spent by private sources. Private health 
insurance, philanthropy, industry, and direct pay- 
ments by individuals contributed 64 percent of 
the total. Federal, State, and local governments 
contributed the remainder. When government 
outlays were combined with those of private 
health insurance and other third parties, two- 
fifths still remained to be paid directly by the 
individual (table 3). 

Expenditures for the aged.-With the advent 
of health insurance for the aged (Medicare), the 
Government assumed a major share of the per- 
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sonal health care bill for persons aged 65 and over. 
In the fiscal year 1969, Medicare and other Gov- 
ernment programs paid $9.7 billion or ‘72 percent 
of the health bill for the aged (chart 1). Private 
insurance payments and the small amount in phil- 
anthropic and industrial expenditures amounted 
to almost $600 million, or 4 percent of the total. 
Direct out-of-pocket payments accounted for $3.2 
billion or 24 percent. The average aged person 
therefore had a direct outlay of $162. These direct 
payments do not include the premium payments 
under private health insurance or the supplemen- 
tary medical insurance part of Medicare. All 
Medicare benefit payments are classified here as 
expenditures under a public program even though 
consumers pay the premiums with matching con- 
tributions from general revenues. 

benefits in fiscal year 1969 (table 4). Public as- 
sistance, primarily Medicaid, is the next largest 
public program financing the aged’s health care, 
contributing about) 22 percent or $2.1 billion of 
the 1!)69 public expenditures. 

Expenditures for the nonrcged.-The financing 
of the health care of the population under age 
66 differs significantly from that of the elderly. 
The Government’s share is less than one-fourth; 
health insurance contributes more than one- 
fourth. lifter payments by industry and philan 
thropy, individuals paid the remainder-nearly 
one-half the total-in direct payments. Despite 
the relatively larger proportion the nonaged 
individual must pay directly, the average amount 
($98) is about tl iree-fifths of the direct expendi- 
ture for the aged person ($163). 

Medicare is the chief source of public funds for Of the $9 billion spent by the Government 
health care of the aged, paying $6.3 billlion in for the nonaged, one-fourth came from the Medi- 

TABLE l.-Estimated personal health care expenditures, by type of expenditure, source of funds, and age, fiscal years 1966-69 

Type of expenditure 

All ages 

Toti1 1 Private / Public ----- 

Under age 65 Aged 65 and over 

Total Private public Total 1 / / Priualr~-~ublic 

____- 

1966 

Total~~~~~-.-~---.-..~...~.~..-~.-...-. $36,398 $228,512 $7,886 $28,570 $23,080 $5,490 $7,829 $5,432 $2,397 
~-___ --__ 

Hospital care...-.-.-.-........-.--.-.-.-... Physicians’ services __...... . ..__... -.-.-___ 14,157 8,866 2% 5,157 592 10,797 7,279 3,518 495 3,360 1,721 1,639 
Other professional services I__.___ 7,556 7,061 

-.-.-.-... 
Drugs and drug sundries _...____._... -- _.__ 

4,006 
3:926 1,309 1.213 96 

80 
3,609 3,548 t: 

396 378 
Nursing-home care-. . .._._______ -_. ..__. _~ 5,032 4,867 165 3,800 1,407 

823 
3,877 202 1,155 1,067 ifi 

Other health services * _________. --..-_- _._. 

584 

1,3;: 

131 

2,932 
1,204 752 452 

1,622 1,310 2,529 1,208 404 301 103 
-- 

1967 
-- 

Total.-.----.........-...-.-.-......... $41,594 $29,143 $12,451 $32,104 $25,300 $6,804 $9,489 $3,843 $5,647 
_______ ___-- -___ 

Hospitalcare..............~....~.......~~.. Physicians’ services ._......___._. -_~_. 16,814 8,713 8,101 12,644 8,363 349 
Other professional services I--. 

9,738 
8,363 1,375 8,121 7,480 

4,281 641 4,170 3,821 
1,617 883 i34 

.-.. .__. -. 4,332 4,171 161 
Drugs and drug sundries-.--.-..-- ._._..... 3,877 3,768 

110 454 404 
Nursing-homecare-.. ___._. -...-.-- _._..... 5,491 5,282 209 
Otherhealthservices2 _____._. 

1,692 782 910 4,220 169 4,125 72 i:: 1,271 1,157 1: 
710 813 

-..-- ___..... 3,527 1,832 
1,523 

1,695 3,073 1,492 1,581 454 340 114 

-- 
Total----..---..............----.-..... $46,917 

Hospitslcare....~~...~.~~.....~..~.~.~..... 
Physicians’ services _._. -.-.--- _..___._..... 

19,248 

Other professional services I--- _._._. -.-.-__ 
10,919 

Drugs and drug sundries ______. -._.- --. 
4,770 

Nursing-home care-. ..____._. _. .--._. ._-_ 
5,912 

Other health services * _______. -._.--_- .___. 
2,070 
3,993 

1968 

$30,756 $16,161 $35,277 $27,266 $8,011 
____~ 

9,440 9,808 13,859 9,050 4,809 
8,626 2,293 9,041 8,143 898 
4,435 335 4,267 4,018 249 
5,642 270 4,477 4,344 133 

618 1,452 207 86 121 
1,995 2,003 3,426 1,625 1,801 

Totsl.-.-.--.-.-.............-~- ....... 

Hospitalcare....~....~~...........~~ ....... 
Physicians’ services _._ ........... .._ ....... 
Other professional services I--- ____ ......... 
Drugsanddrugsundries.. . ..__ _ ._ ......... 
Nursing-home care.-. ..... .._ ._ ._. .... ___. 
Other health services * ________ -_- _ ... -___-_ 

1969 

$11,640 $3,490 $8,150 
-__ 

5,389 389 5,000 
1,878 483 1,395 

503 417 
1,435 1,298 1:: 
1,863 533 1,330 

572 370 202 

$52,564 $33,835 
~~- 

22,531 11,268 
11,916 9,214 

5,115 4,687 
6,278 5.952 
2,412 614 
4,313 2,100 

$18,729 1 $39,076 1 $30,072 1 $9,003 I 

11,263 15,997 
2,702 9,831 

428 4,578 
326 4,729 

1,798 241 
2,213 3,7ca 

I-I- 
10,800 5,371 

8,919 1,031 
4,261 317 
4,583 146 

149 
1,990 

$13,490 j $3,762 / $9,726 

6,534 641 5,893 
2,085 414 1,671 

538 426 112 
1,549 1,369 180 
2,171 522 1,649 

613 390 223 
I I I / I / / I 

1 Includes expenditures for dentists’ and other professional services. 2 Includes expenditures for eyeglasses and appliances and other health 
services. 
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caid program. Another fourth came from Gov- 
ernment outlays for general hospital and medical 
care, about a fifth came from the Department of 
Defense, and the remainder from a variety of 
public programs such as those for veterans, work- 
men’s compensation, maternal and child health 
services, etc. 

Type of Expenditure 

The largest single item of personal health 
care expenditure is for hospital care. About $22.5 
billion (43 percent of the total) went for this 
purpose in the fiscal year 1969, and half of that 
amount was financed privately. For physicians’ 
services-the second largest component of per- 
sonal health care spending (23 percent of the 
total)-a significantly larger share is financed 

from private sources: Of the $11.9 billion ex- 
pended for these services, $9.2 billion or about 
three-fourths represented private outlays. The 
financing of these two major components of health 
care, however, differs substantially according to 
age group served. 

Expenditures for the aged.-For the aged, too, 
hospital care expenditures are by far the largest 
health expenditure item. They accounted for 
nearly half the total medical care expenditures 
for the aged in fiscal year 1969. 

Hospital care of t,he aged is financed primarily 
through public funds. Approximately $5.9 billion 
or nine-tenths of the $6.5 billion total for hospital 
care expenditures for the aged in fiscal year 1969 
came from the public sector, primarily from 
Xedicare. In that program’s third year, it paid 
out $4.3 billion or two-thirds of the hospital bill 

TABLE 2.-Estimated per capita personal health care expenditures, by type of expenditure, source of funds, and age, fiscal years 
1966-69 

All ages Under age 65 Aged 65 and over 

Type of expenditure 

Total Private Public Total ! Private / Public Total / Private 1 Public 

- 

1966 
-- 

TOtal................-..-.......-...-.~ $183.12 1 $143.44 1 $39.67 1 $158.49 1 $128.04 1 $30.46 / $423.01 / $293.49 1 $129.51 ~~ 
Hospitalcare...~....................- ...... 71.22 45.28 
Physicians’ services.. ............. .._.._ ... 44.60 41.63 
Other professional services * _........_ ...... 20.15 19.75 
Drugs and drug sundries _ .......... ._ ...... 25.32 24.49 
Nursing-home care.. ..... _.........._._ .... 7.08 4.14 
Other health services 2 _____..._....._.____. 14.75 8.16 

I- __~ 
25.94 59.90 

2.98 41.92 
.40 20.02 
.83 21.51 

2.94 1.12 
6.59 14.03 

I- 40.38 
39.17 
19.68 
21.08 

.39 
7.33 

~____~ 
19.52 181.54 92.99 

2.75 70.73 65.54 
.34 21.40 20.42 
.43 62.41 57.65 
.73 65.05 40.63 

6.70 21.83 16.26 

-- 
88.56 

5.19 
.97 

4.75 
24.42 

5.57 

Total......................~....-...... $206.85 $144.93 $61.92 $176.15 $138.82 $37.33 

Hospitalcare~.~.~~~...........~....~-...... 83.62 43.33 40.29 ----45.89 69.38 23.49 
Physicians’ services _.......... ~.~.~ ._...... 48.43 41.59 6.84 44.56 41.04 3.52 
0 ther professional services 1. _... .~_. 21.54 20.74 .80 21.27 20.67 .60 
Drugs and drug sundries- . . .._ _...._...... 27.31 26.27 1.04 22.63 .52 
Nursing-home cm-.. . . . . . . ~.~ . . . .._...... 8.41 3.89 4.53 ““:ii .40 .53 
Other health services 2.. .-_.~_.-.- .._...... 17.54 9.11 8.43 16.86 8.19 8.67 

---_ 

1968 

$503.98 1 $204.11 j $299.93 

221.48 18.54 202.94 
85.88 46.90 38.98 
24.11 21.46 2.66 
67.51 61.45 6.05 
SO.89 37.71 43.18 
24.11 18.06 6.05 

I I- 

I--7 
Total................-....-.--.-.-.-.-. / $230.84 /- 

Hospital care.. ..................... .__. .... 
Physicians’ services-. _.............._ ...... 
Other professional services I._ ..... .._ ...... 
Drugs and drug sundries... .. .._...._ ...... 
Nursing-homecare............~-....- ...... 
0 ther health services *- _ _ .. ._ ._._ .. __ ...... 

$151.32 1 $79.51 1 $191.63 1 $148.11 1 $41 1.52 $607.71 $182.21 $425.50 
~___ 

94.70 46.45 48.26 75.28 49.16 26.12 281.35 20.31 261.04 
53.72 42.44 11.28 49.11 44.23 4.88 25.22 72.83 
23.47 21.82 1.65 23.18 21.83 1.35 E: 2”: 21.77 4.49 
29.09 27.76 1.33 24.32 23.60 .72 74.92 67.77 7.15 
10.18 3.04 7.14 1.12 .47 .66 97.26 27.83 69.44 
19.67 9.82 9.85 18.61 8.83 9.78 29.86 19.32 10.55 

1969 

Total .____...... . .._....... ..___ 1 $256.04 1 $164.81 1 $91.23 1 $210.30 1 $161.84 1 $48.45 I $692.22 / $193.04 I $499.08 

Hospitalcare ............................... 
Physicians’ services ... _.__. ....... .._ ...... 
Other professional services I-..... ..__. ..... 
Drugs and drug sundries ._.........._ ...... 
Nursing-home care-. . .._..._...._ ... _ ...... 
Other health services * _ ___._._. -.- _.._._. 

__- 
109.75 54.89 

58.04 44.88 
24.92 22.83 
30.58 
11.75 “i: 2 
21.01 10.23 

54.86 86.09 57.19 28.91 
13.16 52.91 47.36 5.55 

2.08 24.64 22.93 1.71 
1.59 25.45 24.66 .79 
8.76 1.30 .50 .80 

10.78 19.91 9.20 10.71 

* Includes expenditures for dentists’ and other professional services. * Includes expenditures for eyeglasses and appliances and other health 
services. 
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CHART L-Third-party payments for personal health care of aged and nonaged persons, fiscal gear 1969 

Government 
23% 

Philanthropy 
2% 

Private 
Health 

I nuance 
29% 

Under Age 65 

* Less than 1 percent. 

TABLE 3.-Amount and percent of expenditures for personal 
health care met by third parties, by age, fiscal year 1969 

i- 

-he 

Under age 65----. 
Aged 65 and over. 

Under age 65-m-w. 
Aged 65 and over. 

Under sge 65-e-.. 
Aged 65 and over. 

Third-party payments 

Direct 
Total Pay- 

ments Total 

Amount (in millions) 

-I I I 1 I 

Per capita 

$256.04103.82 1 $152.21 / $57.12 1 $91.23 1 $3.87 

Percentage distribution 

100.0 / 40.6 I 59.4 I 22.3 I 35.6 1 1.5 

for care of those aged 65 and older (table 5). 
A-bout one-fourth of the hospital bill for the 

6 

Philanthropy * 

Aged 65 and Over 

aged ($1.6 billion) came from public funds other 
than Medicare : Medicaid payments of deductible 
and coinsurance amounts, State and local outlays 
for mental hospital care of the aged, and Veterans 
L\dministration outlays for this purpose. 

JIedicare also paid a sizable share of the phy- 
sician bill for those aged 65 and over. About 79 
percent of the $2.1 billion spent for physicians’ 
services for that, group came from Medicare. With 
these funds and those from other public programs, 
all but one-fifth was financed publicly. 

Together, expenditures for hospital care and 
for physicians’ services-the two primary com- 
ponents of the health care bill for the aged- 
accounted for $8.6 billion or nearly two-thirds 
of the total bill. With the advent of Medicare, 
the burden on the private sector for these major 
items has been shifted largely to the public sec- 
tor. In the fiscal year 1969, Medicare paid 67 
percent of these expenditures, other public pro- 
grams financed 21 percent, and the private sector 
was responsible for only 12 percent. 
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The t,hird largest health expenditure for the 
aged is that for nursing-home care (including ex- 
tended-care services), which totaled $2.2 billion in 
fiscal year 1969. Medicare has been playing an 
increasing role in this area of health care, too, 
with payments under t,he program for posthos- 
pita1 extended-care benefits reaching $400 million 
or 18 percent of all expenditures for nursing-home 
care of the aged. With other public programs 
(Medicaid and the Veterans Administration) con- 
tributing 58 percent, the private sector’s share of 
the nursing-home bill was only 24 percent. 

For other personal health care services and 
supplies (dentists, nurses, therapists, drugs, eye- 
glasses, appliances, etc.) the private sector still 
bears a large portion of the burden of the bill 
for the aged. Private outlays in the fiscal year 
1969 constituted 81 percent of the total ($2.7 bil- 
lion) for these services and supplies. 

Expenditures for the non.uged.--For those 
under age 65-as well as for the aged-hospital 
care is the largest personal health expenditure 
item. It represents two-fifths of their total medi- 
cal bill, with a substantial share financed from 
public funds. Public outlays in the fiscal year 
1969 accounted for one-third of the total hospital 
expenditures for those not yet aged 65. 

For this population group, services of physi- 
cians and of other professionals and drugs and 
drug sundries are financed mainly from private 
sources. Public outlays financed only 10 percent 
of total physician expenditures, 7 percent of the 
expenditures for other professional services, and 
3 percent, of the total for drugs and drug sundries. 
Expenditures for nursing-home care of persons 
under age 65 amounted to $241 million in fiscal 
year 1969, with 62 percent from public funds- 
mainly from public assistance programs. 

TABLE 4.-Estimated amount and percentage distribution of personal health care expenditures under public programs, by 
program and age, fiscal years 1966-69 

Amount (in millions) Percentage distribution 

Program 

1966 1 1967 / 1968 1 1969 1966 / 1967 1 1968 1 1969 
__- -- 

AU sizes 

Total . . . . . .._.. . . . .._._._._ . . . . . _...___...__.__ ._^._....____. --.- $7,886 $12.451 @6,161 $18,729 100.0 100.0 loo. 0 109.0 
________ ______ ______ 

Health insurance for the aged..-.-...-.......-.---..........-.-...------ ___-_-_._. 3.172 5,126 6,299 _______ 25.5 
Temporary disability insurance (medical benefits) .._..._ ~_..- _....____. 
Workmen’s compensation (medical benefits) ._.._........._._._....----. 

65340 65945 75655 2: :i. 
8.0 

5:: 31:i 33:: 
4.7 4.6 

Public assistance (vendor medical payments) ___.........___.._..-.----- 1,710 2,383 3,581 4,421 21.7 19.2 23.6 
General hospital and medical care-. _ .-- ..____._......._ -- _... __._____. 2,721 2,822 2,895 3,027 34.5 22.7 

% 
16.2 

Defense Department hospital and medical care. ._ _.._ ~_-- . . . ..____ -_-_. 1,107 1,432 1,648 1,766 14.0 11.5 10.2 
Maternal and child health services ..__._._.................---. .._.__ -. 257 308 335 380 3.3 2.5 2.1 i:: 
School health programs.-.-.~..~......~-.~.........-....--.-~~~~...~---. 157 178 190 2.0 
Veterans’ hospital and medical care .__._........__....... .._._ -...--___ 1,155 1,237 1,361 1% 14.6 

Medical vocational rehsbilitation- ____._._.......___. . ..____._ . .._____ :i 1:: 102 124 :i 

kg 
1.2 
8.4 ::i 

Office of Economic Opportunity. ._.__ . . . . . . .._._ . . . . .._.._._..._____ 104 134 .8 :t :: 

Under age 65 

Total ._.._____._..._____.--.---- _........_____. __._.__._._.______. $5,426 

Temporary disability insurance (medical benefits) _. . . . ._ _-_. _. ..______ 
Workmen’s compensation (medical benefits) ._.._... _..___ -- . . . ..______ 61: 
Public assistance (vendor medical payments) _ __.. . . . . . . .-. ._ . . .._._ 540 
Generslhospitalandmedicslcsre...---.-..~.~~.- . . . . . . . . . . .._____._._ 2,003 
Defense Department hospital and medical care.. . . . . . . . ..-. ._..___._. 1,084 
Maternalandchildhealthservices....... __.__ -.-.__-__.-.-.- ._._._ _._. 257 
School health programs~~.-.-.-....~-..~~~~~-~.~-...~~-.....-~.~.~.--~.. 157 
Veterans’hospitalandmedicalcere . . . . .._...... __._. . . . .._._ -..-_-_-_ 636 
Medical vocational rehabilitation-.... ._._.... .__._._. -.- _____.. .___ -. 
OfficeofEconomicOpportunity ._... __._. . . ..____... .____._. -.__-___ if3 

$6,804 $8,011 $9,003 100.0 loo.0 100.0 loo.0 -- 
54 

1% 
7:: 

1,815 
1,970 2,035 
1,389 1,599 

308 335 
178 190 
965 1,048 

:“s 
1W 

99 

*:!: 
2,294 
2.101 
1,713 

2 
1,187 

122 
127 

1.0 
11.1 9:: 
10.0 16.4 
36.9 

Et: 
“i:Y ’ 

2.9 8 
11.7 14:2 

.9 

.8 ::: 

Aged 65 and over 

9:; 9:: 
22.6 25.5 
25.4 23.3 
20.0 19.0 

4.2 4.2 
2.4 2.3 

13.1 13.2 
1.2 1.4 
1.2 1.4 

* Less than 0.05 percent. 
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As chart 2 graphically portrays, the difference 
between the average expenditures for the aged 
and those for t,he nonaged varies considerably by 
type. Per capita hospital care expenditures for 
the aged--$335 in fiscal year 1969-are nearly 
four times those for persons under age 65 ($86) 
but per capita expenditures for physicians’ serv- 
ices for the aged ($107) are only about twice those 
for the younger age group ($53). 

TRENDS 

Personal health care expenditures showed siz- 
able increases from the fiscal year 1966-the year 
before Jledicare and Medicaid began-to fiscal 
year 1969. This was a period when government 
pumped a significant amount of additional funds 
into the health care system, prices jumped at 
a faster rate and expenditures rose 4-k percent. 

CHART 2.-Estimated per capita personal health care expenditures, by type of expenditure and age, fiscal year 1969 

$335 

I 

Hospital 
Care 

$25 

cl Under Age 65 

65 Years and Over 

$28 

ll 

$111 

$25 

Physicians’ 
Services 

Other 
Professional 

Services 

Drugs and 
Drug 

Sundries 

Nursing- Other 
Home Health 
Care Service 

$31 
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TABLE S.-Estimated amount and percentage distribution of personal health care expenditures for the aged, by type of expendi- 
ture and source of funds, fiscal years 1967-69 

Amount (in millions) Percentage distribution 

Type of expenditure 

Total 

Public 

Medicare 1 ’ 
I 

Public 

Medicare 1 Other 

$9,489 $3,843 $5,647 $3,172 $2,475 100.0 40.5 59.5 33.4 26.1 
______ 

4,170 349 3,821 2,406 1,415 100.0 8.4 91.6 57.7 33.9 
1,617 883 734 626 108 loo.0 54.6 45.4 38.7 6.7 

454 404 
1,271 1,157 If! ..- ._..._ ““. 194” 

100.0 89.0 11.0 4.8 6.2 
100.0 91.0 9.0 -.-.-.--...- 9.0 

1,523 710 813 100 713 100.0 46.6 53.4 46.8 
454 340 114 17 97 100.0 74.9 25.1 

YZ 
21.4 

/- 
1968 

$11,640 I $3,490 I $8,150 I $5,1261 $3,024! 100.01 30.01 70.01 44.01 26.0 

5,389 389 5,000 
1,878 483 1,395 

503 417 
1,435 1,298 1:: 
1,863 533 1,330 

572 3io 202 

3,414 
1,291 

54 

330 
38 

1,586 
104 

32 
137 

1,000 
164 

100.0 7.2 92.8 63.4 29.4 
100.0 25.7 74.3 68.7 5.5 
loo.0 82.9 17.1 10.7 6.4 
100.0 90.5 9.5 .__- ___. -... 9.5 
100.0 2:: 71.4 17.7 53.7 
100.0 35.3 6.6 28.7 

$13,490 1 $3,762 1 -9,i26 

6,534 641 5,893 
2,OF5 414 1,671 

538 428 112 
1,549 1,369 180 
2,171 522 1,649 

613 390 223 

1 Includes premium payments under the supplementary medical insurance 
program. 

2 Includes expenditures for dentists’ snd other professional services. 

Tile substantial rise in personal health care 
expenditures in the period 1966~69 is the result 
of nlany factors. One is simply the growth in 
l)ol)ulation. Other factors are the rising costs or 
1)rices per unit of service, the increase in the 
average, per capita nt ilization of health services 
and supl)lics, and the rising level and scope of 
services through new techniques, drugs, and treat- 
ment l)roce(lures. Of the $16.2 billion increase, 
more thnll llnlf ($8.2 billion) was produced by the 
rise in l)riws and two-fifths resulted from grentel 
utilization of services and the introduction of new 
metlicnl t eclmiqnes. Populnt ion growth accounted 
for only 9 lwrcent of the tot al increase. 

third year, hoverer, the difference in the rate of 
increase for the two groups was not as great, 
as the figures below indicate : 

PersolxLl henltl1 care Percentage increase 

Age group 
expenditures (in millions) from previous year 

-m 

I 1966 1967 1968 1 1969 1966 1967 
--___-- ____ 

Total..... $36,398 541,594 $46,917 ~$52,564 ~~~~~~ 14.3 

Under65...m.m 23,570 32,104 
( 

35,2ii 39,076 ~. 12.4 
65 and over.. 7,819 9,489 11,640 13,490 21.2 

I 

1968 1969 

--__ 

12.8 12.0 
__-- 

9.9 10.8 
22.i 15.9 

Source of Funds 

The annual rate of increase in expenditures, The most significant trend since 1966 has been 
has been decreasing slightly since the first year tile shift in source of funds with respect to the 
of Medicare, when it rose 11.3 1)ercent. The in- aged. For all l)ersons, public financing of per- 
crease v-as 1% percent from fiscal year 1968 to sonal health care has increased from 22 percent 
fiscal yew 1969. The largest increases have been of the total in fiscal year 1966 to 36 percent in 
in expenditures for the aged. During the first 2 fiscal year 1969. As chart 3 drainatically illus- 
years of Medicare, their expenditures rose about 
twice as fast as those for the nonaged. In the 

trates, however, the shift has been almost entirely 
in the financing of health care of the aged, where 

1969 

$6,299 $3.427 1OO.O 27.9 72.1 46. i; 25.4 
-- ___- 

4,301 1,592 100.0 9.8 90.2 65.X 24.4 
1,492 179 100.0 19.9 80.1 71.6 8.6 

72 40 100.0 13.4 7.4 
1 xu 100.0 ,...... 11.6 

400 1,249 100. I) 18.4 57.5 
35 188 1 100.0 5.7 30.7 

/ 
3 Includes expenditures for eyeglesses and appliances and other health 

services. 
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CHART 3.-Distribution of personal health care expenditures, by source of funds and age, fiscal years 1966-69 

$28.6 

n 

19% 

1966 1967 1968 1969 1966 1967 1968 1969 

$32.1 

n 

21% 

$35.3 

n 

23% 

$392 $7.8 

n 23% 

31% 

$9.5 
n . ...” ...... ....... ............. ...... ............. ....... ...... ....... ...... ....... ...... a.-.*.-.*.*.- ....... ...... ....... ...... ....... ...... ....... ...... * - - - - -: 
i.u”/a; ....... ...... ....... ...... ....... ...... ....... ...... ....... ...... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... - 

26% 

$11.6 
?T?z . . ..I . . . . . . ...* *.*.*.*.-< . . . . . . . ..a . . . . . . . ..I . . . . . . ...< . . . . . . . ..I . . . . . . . ..I . . . . . . . ..I . . . . . . . ..I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
44% . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . , . . . . . . . . . ,.... . . . . . ,.... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,.... . . . . . . . . . . . . . . . ,.... . . . . . . . . . . . . ..I 

26% 

Under Age 65 Aged 65 and Over 

Public-Other than Medicare 0 

the private share declined from 69 percent to 28 extended-care benefits beginning January 1,1967.’ 
percent. Medicare was responsible for the sizable The third-year rise in Medicare’s share was not 
change, assuming a significant portion of t,he ex- the result of any new benefits but mirrored, for 
penditures formerly made by the private sector the most, part, the increase in charges for phy- 
and a small portion of the expenditures previously sicians’ services and hospital care and a slight 
made by other public programs. overall rise in ut,ilization. 

The portion of the aged’s health bill met by 
Medicare has grown from 33 percent in its first 
year and 44 percent in its second year to 47 per- 
cent in 1969. The large growth in Medicare’s 
share from 1966 to 1967 reflected primarily the 
lags in benefit payments and the introduction of 

In fiscal year 1968, Medicare had paid 69 per- 

1 For a detailed explanation of the rising portion met 
by Medicare from 1967 to 1968, see Dorothy P. Rice and 
Barbara S. Cooper, “Outlays for Medical Care of Aged 
and Konaged ‘Persons, Fiscal Fears 1966-68,” Social 
Security Bulletin, September 1969. 

- 

$13.4 
m I.... . . . . . 
‘.‘.‘..... 
‘.......‘. 
‘.‘.....‘. 
‘........* I.... . . . . . 
‘.S....... B.... 
.‘.‘...‘.’ . . . . . m.... . . . . . . . . . . . . ..a . . . . . . . ..a . . . . . . . ..I . . . . . . . ..s 
*:.*.*.*< . . . . . . . . . . . . . . . . . ..I . . . . . 

47% . . . . . . . . . . . . . . . . . . . . ..I . . . . . . . . . . . . . . . . . . . . . . . . . ..( . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ,.... . . . . . ij;;; 

25% 

I 

: ‘I 

)TOtd 

Public 
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cent of the $1.9 billion for physicians’ services 
for the aged. In fiscal year 1969, Medicare’s 
share rose to 72 percent of the total amount of 

$8.1 billion. I)uring this period, physicians’ fees, 
as reported in the Consumer Price Index of the 
Hureau of Labor StaGstics, increased 6.1 percent,. 
Because of the higher fees and the static supple- 
mentary medical insurance deductible, more 
people reached the $50 deductible in fiscal year 
1969 than in 1968. As Medicare pays 80 percent 
above the deductible, with the increase in fees 
that program paid out a larger proportion of the 
bill for a larger proportion of people. 

For hospital care, Medicare’s share rose from 
63 percent of the total amount ($5.4 billion) in 
1968 to 66 percent of the total ($6.5 billion) in 
1969. While the hospital daily-service charge 
rose 13.2 percent during this period, the deductible 
and coinsurance amounts were raised 10 percent 
in the last half of the fiscal year.’ As a result, 
Medicare assumed all of the price rise above the 
increased deductible and coinsurance amounts and 
thus assumed a larger portion of the total. 

In addition, there was a slight growth in hos- 
pital utilization by the aged. According to the 
American Hospital Association, days of care for 
the aged in community hospitals rose from 73.1 
million in fiscal year 1968 to 78.0 million in fiscal 
year 1969-an increase of 6.8 percent.3 This fac- 
tor, too, would increase Medicare’s share of the 
aged’s hospital bill. 

Type of Expenditure 

Another trend in expenditures since 1966 has 
been the increasing proportion spent for hospital 
care. In 1966, this service represented 39 percent 
of the total. Three years later, it had risen to 43 
percent. The increasing role played by hospital 
care is a reflection, in large part, of the substantial 
rise in hospital costs. As measured by expense 
per patient day, rising prices for hospital care ate 
up 83 percent of the $8.4 billion increase in hos- 
pit al care expenditures. Population growth and 
increased level of output (increased utilization 

2 On *January 1, 1969, the hospital insurance deductible 
rose from $40 to $44 and the coinsurance amount rose 
from $5.00 to $3.50. 

3 See “Hospital Indicators,” Hospitals (Journal of the 
AHA), mid-month issues. 

and improved technology) accounted for about 
7 percent and 10 percent of the increase, respec- 
tively. 

Rising prices have also played a significant role 
in the growth of expenditures for physicians’ 
services. In the 1966-69 period, these outlays 
increased $3 billion and higher prices, in terms of 
physicians’ fees, accounted for 64 percent of this 
growth. 

The amounts and percentages attributed to the 
factors affecting the growth in the total and the 
two major types of expenditures are shown below : 

Factor 

Increase (in millions) Percentage distribution 
from 190x9 

, I I 

Per Capita Amounts 

By examining expenditures in terms of per 
capita amounts, one can eliminate population 
growth as a factor. With this factor eliminated, 
personal health care expenditures still show a 
substantial increase from fiscal year 1966 to fiscal 
year 1969. During this period, per capita expendi- 
tures rose from $183 to $256, averaging a rise of 
about 12 percent each year. For the aged, per 
capita expenditures went from $423 to $692, or 

TABLE 6.-Per capita personal health care expenditures in 
1969 dollars,* by source of funds and age, fiscal years 1966-69 

Source of funds 1966 1 1967 / 1968 j ;969 

All ages 

TotalLv .__... $220.83 $234.37 $245.59 $256.04 
-___~ ~___ 

I 
I I I 

Under age 65 

Private................~. 
Public........-.....- .... 

Aged 65 and over 

Private.................. 
Public...-...-....--...-. 

’ Based on medical care component of the Consumer Price Index. 
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18 percent, each year. For the nonaged, the annual 
rate of increase was almost three-fifths that for 
the aged-10 percent. 

By eliminating price as well as population 
growt,h, one can determine the increase in ex- 
penditures that is the result of more utilization 
and a higher level of care. When per capita 
expenditures are converted to constant fiscal year 
1969 dollars by means of the medical care com- 

ponent of the Consumer Price Index, personal 
health expenditures-specially those for the 
aged-still maintained considerable growth. Per 
capita constant dollars for all ages increased at 
the annun rate of 5.1 percent (table 6). For 
persons aged 65 and over, the annual rate of in- 
crease was 10.7 percent; for younger persons, it 
was 3.3 percent or more than one-third the rate for 
the older group. 
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