Private Health Insurance in 1969: A Review

AN ESTIMATED 157 million persons in the
United States or a little more than three-fourths
of the civilian population had some protection in
1969 against the costs of hospital care and sur-
gical care through private health insurance or-
ganizations. For two-thirds of the civilian popu-
lation, private health insurance met at least part
of the cost of physicians’ in-hospital visits.

Out-of-hospital services were provided through
private health insurance to smaller numbers: 125
million or 62 percent of the civilian population
were covered for X-ray and laboratory services,
43 percent for physicians’ office and home visits,
45 percent for prescription drugs, and 4 percent
for dental care. Private health insurance helped
meet the cost of private-duty nursing care for 45
percent of the population, 50 percent were cov-
ered at least in part for visiting-nurse service,
and 14 percent had coverage for nursing-home
care. Insurance coverage for physicians’ office
and home visits, dental care, and drugs is fre-
quently subject to deductible and coinsurance pay-
ments. Consequently, the full cost of these health
care services is almost never met through in-
suramnce.

Most persons aged 65 and over have health
insurance coverage through the Federal Govern-
ment’s program of health insurance for the aged—
Medicare. Complementary coverage for health
expense not covered in full or at all by Medicare
was held by almost 10 million or half of all aged
persons for hospital care and by nearly 9.5
million for surgical services.

This article is mainly concerned with the num-
ber and percentage of the population under age
65 who have prepayment or insurance coverage
of health costs through private health insurance
organizations—Blue Cross-Blue Shield, insurance
companies, community and employer-employee-
union group-practice and individual plans, pri-
vate group medical clinics, and dental service
corporations.
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Office of Research and Statistics (ORS) esti-
mates of the net number and proportion of the
population having health insurance coverage for
hospital care, surgical services, and other health
care services are somewhat lower than those esti-
mated by the Health Insurance Association of
America (HIAA), an association of insurance
companies. Both estimates, however, show a con-
tinued growth during 1969 in the number and
percentage of the population covered.

Consumer expenditures for private health in-
surance in 1969 totaled $14.7 billion in premiums
and subscription charges, about 14 percent more
than in 1968. DBenefit expenditures by private
Liealth insurance organizations reached $13.1
billion, close to 16 percent higher than in 1968.
The organizations paid out 89 percent of premium
income in benefits, 15 percent went for operating
expense, and there was a net underwriting loss of
4 percent of premiums.

POPULATION COVERAGE

FEstimates of the net number (of different
persons) and the percentage of the population
with some health insurance coverage of the vari-
ous main types of health care are summarized
in table 1. The Office of Research and Statistics
had based its 1968 estimates of net enrollment
for hospital and surgical coverage on household-
interview surveys conducted by the National
Center for Health Statistics (NCHS) of the
Public Health Service in 1967 and 1968. In 1969
these household-interview surveys were not made,
and the estimates for that year are based on pro-
jections of the 1968 figures, derived from per-
centage changes from 1968 to 1969 shown in
HIAA estimates of net coverage reported.

The estimates for other health care services
are based on the gross total of enrollments re-
ported by health insurance organizations, with
estimated deductions for multiple or duplicatory
coverages. These deductions are believed to be
reasonable in the light of the extent of multiple



TaBLE 1.—Estimates of the net number of different persons
under private health insurance plans and percent of popula-
tion covered, by age and specified type of care, as of December
31, 1969

Aged 65
All ages Under age 65 and over
: Per- Per- Per-
Type of service Num- | eent of | Num- | cent of | Num- | cent of
ber (in| civil- |ber (in] civil- |ber (in} civil-
thou- | ian | thou-| ian [ thou- | ian
sands) | popu- | sands) | popu- |sands) | popu-
lation lation lation
Hospitalcare .. __________._._ 157,305 78.3(147,408 81.3] 9,897 50.4
Physicians’ services:
Surgical services.._________ 152,314 75.8[142,902 78.8( 9,412 47.9
In-hospital visits_____.______ 133,914 66. €]126,190 69.6] 7,724 39.3
X-ray and laboratory ex-
aminations.___.___.______ 125,002 62.2|117,472 64.8) 7,530 38.3
Office and home visits_.____ 86,317, 43.0| 77,916 43.0f 8,401 42.8
Dentalecare__________.______. 8,510 4.2 8,385 4.6 125 .6
Prescribed drugs
(out-of-hospital)__..._..__ 89,805 44.7| 86,880 47.9} 2,925 14.9
Private-duty nursing___...._. 91,211 45.4| 88,024] 48.5[ 3,187 16.2
Visiting-nurse service_.___._.__ 100,343 49.9| 96,885 53.4] 3,458 17.6
Nursing-home care_.__.._____ 28,044 14.0] 23,962 13.2] 4,082 20.8
HIAA estimates:
Hospitalcare__._.___________ 175,221 87.21164,383 90.7] 10,838 55.2
Surgical services.._.________ 162,144 80.7|153,304| 84.6; 8,840 45.0

coverages for hospital care and surgical services.

It should be noted that—although sizable pro-
portions of the population are covered for physi-
cians’ office and home visits, prescribed drugs,
private-duty nursing, and nursing-home care—
actual protection for these services, as measured
by the proportion of consumer expenditures for
health services met by private insurance, varies

widely from substantial to very little. In fact,
private health insurance meets only 5 percent of
consumer expenditures for all health services
other than those for hospital care and physicians’
services. The bulk of such coverage is under
supplementary major medical and comprehensive
insurance policies. Significant gains were noted,
however, in the scope of coverage under group-
practice plans—for both community and em-
ployer-employee-union organizations.

Tables 2—4 show the number of persons enrolled
by the different types of health insurance organi-
zations for each of 10 services, together with
estimates of the net numbers of different persons
with some coverage of each of these services.

The gross enrollment total, for persons of all
ages for hospital care, reported by or estimated
for all organizations, was 202.4 million (table 2).
According to projections of the 1968 household-
interview figures, 157.3 million different persons
were covered for hospital care in 1969. The
gross enrollment equaled 129 percent of the net
number of different persons covered—an indica-
tion that 45 million, or approximately 22 percent
of the 202.4 million gross enrollment, represented
multiple or duplicatory coverage.

Multiple coverage occurs chiefly in three ways:
when husband and wife are both employed and

TaBLE 2.—Enrollment under private health insurance plans for persons of all ages and estimates of the net number of different
persons covered, by type of plan and specified type of care, as of December 31, 1969

[In thousands]

Physicians’ services
Prescribed . N, .
. Private- | Visiting- | Nursing-
Type of plan Hospital Xrayand| goo Dcear;gal (glrl?_gosf_ duty nurse home
care Surgical |In-hospital| laboratory | , e’} %> o hospital) | nursing | service care
services | visits | examina- | 275 00T D
tions
Total gross enrollment.__.__._._._... 202,403 187,005 149,311 133,330 60,297 8,510 94,178 95,644 105,222 28,564
Blue Cross-Blue Shield....... [ 73,211 66,595 61,879 36,779 17,111 141 18,563 19,614 28,392 19,053
BlueCross.____ . __ . . _._.__________ 70,620 3,629 3,448 1,769 1,088 [ooeoocooo_. - JRRHPRN RO O
BlueShield.____________ . _________ 2,591 62,966 58,431 35,010 16,023 | ) b e ..
Insurance companies__ ... __.______ . __ 121, 562 110,460 78,282 86,671 64,636 4,811 71,395 70,320 70,320 7,461
Group polieles. ... ____._____ 80,093 81,363 65,460 79,326 57,127 4,753 65,426 64,291 64,291 3,749
Individual polieies. ... _________ 41,469 29,097 12,792 7,345 7,509 5i 5,969 6,029 6,029 3,712
Otherplans_________._____ . ______ 7,630 9,950 9,150 9,850 8,550 3,558 4,220 5,710 6,510 2,050
Community._______._._______ 2,600 4,500 4,500 4,400 4,400 400 1,700 3,400 4,100 250
Employer-employee-union 5,000 5,300 4,500 5,300 4,000 1,400 2,500 2,300 2,400 1,800
Private group clinie_________ 150 150 150 1
Dental service corporation.._._________ || |||
Net number of different persons covered,
as estimated by—
Office of Research and Statistics ______ 157,305 152,314 133,914
Percent of civilian population ______ 78.3 75.8 66.6
HIAA ... 175,221 162,144 134,930
Percent of civilian population t_____. 87.2 80.7 67.1
Gross enrollment as percent of net num-
ber of different persons covered, as
estimated by—
Office of Research and Statistics_ ... 128.7 122.8 111.5 106.7 104.6 100.0 104.9 104.9 104.9 101.9
HIAA . 115.5 115.3 10,7 | e e e

1 Based on Bureau of the Census estimate of 200,965,000 as of Jan. 1, 1970,
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both cover self, spouse, and dependents under the
insurance plan at the work place; when a person
with group coverage under a health insurance
plan purchases an individual insurance policy to
supplement his group coverage: when a person
not eligible for group coverage holds two or more
insurance company individual policies (some-
times a second policy taken to supplement one
that provides only meager benefits). A consider-
able share of the individual policies of insurance
companies supplement other coverage, it is be-
leved.

Blue ('ross plans had 64.9 million persons under
age 65 enrolled for hospital care at the end of
1969 (table 3). Blue Shield plans not cooperating
or affiliated with Blue Cross plans reported an
enrollment of 2.3 million for that type of care.
Insurance companies accounted for 78.2 million
persons covered for hospital care under group
policies and for 37.6 million policy owners and
dependents under individual policies. (The num-
ber of policy holder enrollments is greater than
the net number of different persons with coverage
because of multiple coverage.) Private health
insurance organizations other than Blue Cross-
Blue Shield plans or insurance companies cov-
ered an estimated 7.2 million persons for hospital
care.

Sources of the Data

Blue Cross and Blue Shield data are supplied
by the Blue Cross Association and the National
Association of Blue Shield Plans from data re-
ported by the individual plans. The data for
insurance companies were compiled by the Health
Insurance Association of America from its annual
survey of the number of persons covered by in-
surance companies under group and individual
policies. The data for private insurance plans
other than those of the Blue Cross and Blue
Shield associations and those of insurance com-
panies are Office of Research and Statistics esti-
mates based on its annual survey of these plans.
A full survey of all known plans of this type was
made in 1969 to obtain 1968 data.® Estimates for
the year 1969 have been made on the basis of
changes from 1968 to 1969 in a small number of
the larger plans.

The net number of persons under age 65 with
hospital coverage at the end of 1969 is estimated
as 147 million or 81 percent of the civilian popu-
lation. The estimate is a projection of the 1968

1 See Louis S. Reed, Health Insurance Plans Other
Than Blue Cross or Blue Shield Plans or Insurance Com-
panies, 1969 Survey (Research Report No. 35), Social
Security Administration, Office of Research and Statis-
ties, 1970.

TaBLeE 3.—FEnrollment under private health insurance plans for persons under age 65 and estimates of the net number of
different persons covered, by type of plan and specified type of eare, as of December 31, 1969

[In thousands]

Physicians’ services
i Prescribed i Tisiti i
i . Private- | Visiting- | Nursing-
Type of plan H(;;;étal X-rayand| e Df;zal (glllltl?:f_ duty nurse home
Surgical [In-hospital|laboratory and home hospital) nursing service care
services visits examina- visits
tions
Total gross enrollment_______________ 190, 251 176,716 140,804 125,695 81,812 8,385 91,224 92,425 101,729
Blue Cross-Blue Shield 67,251 60,499 56,414 32,885 12,687 141 17,600 18,415
Blue Cross_._ 64,908 3,412 3,242 1,5€0
Blue Shield. 2,343 57,087 53,172 31,325
Insurance com 115,815 106,767 75,750 83,480
Group policies_ 78,194 79,571 63,864 76,386
Individual policies 37,621 27,196 11,886 7,004
Otherplans______ - 9,450 8,640 9,330
Community_ .. ____.________._________ 4,310 4,310 4,210
Employer-employee-union 5,000 4,190 4,980
Private group clinie_..__________ . 140 140 140
Dental service corporation.. ... .| |on i
Net number of different persons covered,
as estimated by—
Office of Research and Statisties.___._. 147,408 142,902 126,190 117,472 77,916 8,385 86,880 88,024 96,885 23,962
Percent of civilian population!______ 81.3 78.8 69.6 64. 43.0 4.6 47.9 48. 53.4 13.2
HIAA .. 164,383 153,304 127,227 |a oo eemmmemmme e e
Percent of civilian population1______ 90.7 84.6 0.2 | e e e e e e el
Gross enrollment as percent of net num-
ber of different persons covered, as
estimated by—
Office of Research and Statisties__...__ 129.1 123.6 111.6 107.0 105.0 100.0 105.0 105.0 105.0 102.0
HIAA oo 115.9 115.3 b0 (0 (SRS HSpI F=SUIP PEUY [P [ PP,

1 Based on the Bureau of the Census estimate of 181,317,000 as of Jan. 1, 1970.
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TasLE 4—Enrollment under private health insurance plans for persons aged 65 and over and estimates of the net number of
different persons covered, by type of plan and specified type of care, December 31, 1969

[In thousands]

Type of plan

Total gross enrollment.._________..__

Blue Cross-Blue Shield. ... ___.______.__
Blue Cross_ .- ____ ... _.
Blue Shield.._____ ...

Insurance companies._
Group policies__
Individual polic -

Otherplans_ _ . __
Community. .. . ..
Employer-employee-union.
Private group clinic. ___.__
Dental service corporation.._.

Net number of different persons covered,
as estimated by—
Office of Research and Statisties_._____
%’X{:ent of civilian population !______

Gross enrollment as percent of net num-
ber of different persons covered, as
estimated by—

Office of Research and Statisties ___.__

Physicians’ services
Hospital Dental Prgsrcgﬂs)ed Private- | Visiting- | Nursing-
caI;e Xrayend| e care (out-gof- duty nuse home
Surgical [In-hospital|laboratory and home hospital) nursing service care
services visits examina- isit P
tions visits
12,152 10,289 8,507 7,805 8,485 125 2,054 3,219 3,493 4,123
5,960 6,006 5,465 3,894 1,199 1,423 3,818
5,712 217 206 209
248 5,879 5,259 3,685 | 4,341 | )i
5,747 3,693 2,532 3,191 1,720 1,72 100
1,839 1,792 1,626 2,940 1,570 1,570 100
3,848 1,901 906 251 150 150 |
445 500 510 520 300 380 205
130 190 190 190 120 100 65
310 300 310 320 180 1€0 140
5 10 10 0] 101 2] Y e e e e e
9,897 9,412
50.4 47.9
10,838 8,840
55.2 45.0
122.8 109.3 110.1 101.0 101.0 100.0 101.0 101.0 101.0 101.0
112.1 116.4 )90 JR: S FSRRSRPN RSN FROU I PP RO SR RO

1 Based on Bureau of the Census estimate of 19,648,000 as of Jan. 1, 1970.

household-interview survey figure by the NCHS.?
In projecting the 1969 estimates, the 1968 NCHS
figures for hospital and for surgical coverage
were increased by the percentage changes re-

2 “Hospital and Surgical Insurance Coverage Among
Persons Under 65 Years of Age in the United States,
1968, Monthly Vital Statistics Report, National Center
for Health Statistics, Public Health Service, Feb. 2, 1970.

ported by HIAA in its estimates of net cover-
age—> percent and 4 percent, respectively. The
1969 estimates for the net number of persons
over age 65 were arrived at in a similar manner:

the relative increase shown by HIAA was 7 per-
cent for hospital services, and it was 4 percent

for surgical benefits.
Estimates of the net number of persons with
coverage of other services have been made by

TaBLE 5.—Percentage distribution of total gross enrollment under private health insurance plans, by age, type of plan, and

specified type of care, December 31, 1969
Physicians’ services
Prescribed : rrrgt .
: Private- | Visiting- | Nursing-
Acge group and type of plan Hocsa;:.gal ) _ |Xrayand| oo Dceanrteal (ga‘tl_%sf_ duty nurse home
Surgical |In-hospital|laboratory and home hospital) nursing service care
services visits | examina- | 2708 P
tions

Total, allages____________.____.._. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Blue Cross-Blue Shield______________..__ 36.2 35.6 41.4 27.6 18.9 1.7 19.7 20.5 27.0 66.7
Insurance companies. 60.1 59.1 52.4 65.0 71.6 56.5 75.8 3.5 66.8 26.1
Group policies_. __ 39.6 43.5 43.9 59.5 63.3 55.9 69.5 67.2 61.1 13.0
Individual policies. 20.5 15.6 8.6 5.5 8.3 7 6.3 6.3 5.7 13.0
Otherplans__ . _._______.___.________.._. 3.8 5.3 6.1 7.4 9.5 41.8 4.5 6.0 6.2 7.2
Under age 65, total ... 100.0 100.0 100.0 | 100.0 100.0 100.0 100.0 | 100.0 | 1000  100.0
Blue Cross-Blue Shield_ . 35.3 34.2 40.1 26.2 15.56 1.7 19.3 B 19.9 26.5 62.3
Insurance companies._ 60.9 60.4 53.8 66.4 74.5 56.5 76.4 74.2 67.4 30.1
Group policies...__ 41.1 45.0 45.4 60.8 65.9 55.8 70.0 67.9 61.7 14.9
Individual policies. 19.8 15.4 8.4 5.6 8.7 T 6.4 6.4 5.8 15.2
Otherplans. . _______ .. 3.8 5.3 6.1 7.4 10.0 41.8 4.3 5.9 6.1 7.5
Aged 65 and over, total___..__._.____ 100.0 100.0 100.0 100.0 100.0 | 100.0| 100.0|  100.0|  100.0|  100.0
Blue Cross-Blue Shield_.._._______._____ 49.0 59.2 64.2 51.2 52.1 |o_.____ 32.6 37.2 40.7 92.6
Insurance companies._ 47.3 35.9 29.8 42.0 43.1 60.8 58.6 53.4 49.2 2.4
Group policies_. ___ 15.6 17.4 19.1 38.7 38.1 €0.8 53.8 48,8 44.9 2.4
Individual policies 31.7 18.5 10.7 3.3 5.0 [ .. 4.7 4.7 4.8 |oooe oo
Otherplans______________ . __________ 3.7 4.9 6.0 6.8 4.7 39.2 8.8 9.3 10.0 5.0
é SOCIAL SECURITY



assuming the ratios of gross enrollment to the
number covered. For those under age 635, these
ratios were 112 percent for in-hospital visits of
physicians; 107 percent for X-ray and laboratory
examinations; 105 percent for ph
and home visits, drugs, private-duty nursing,
and visiting-nurse service; and 102 percent for
nursing-home care (it is assumed that there is
as vet no duplicatory coverage of dental care).
The ratios are believed to be reasonable since
the extent of multiple coverage is presumably
much greater for hospital care and surgical serv-
ices than it is for other items of health care.

For persons aged 65 and over who are covered
for services other than hospital care and surgery,
the estimates of the net numbers are derived in
a similar manner but with the assumption of a
lower rate of multiple coverage: 110 percent for
physicians’ in-hospital visits and 101 percent for
X-ray and laboratory services, physicians’ office
and home visits, private-duty nursing, visiting-
nurse service, nursing-home care, and drugs. For
persons of all ages, the estimates are obtained
by adding the estimates for persons under age
65 and for persons aged 65 and over.

Insurance company estimates are reported as
in past years. The HIAA provides estimates of

net coverage of persons under and persons over
age 65, for hospital, surgical, and nonsurgical
medical expense coverage—Dbasic coverage of phy-
sicians’ visits in the hospital, physicians’ visits

m the office

AAAAAAAAAAA e, home

‘‘‘‘‘ ©s
pital X-ray and/or laboratory examinations. The

nonsurgical medical expense estimate is used for
in-hospital medical visits.

The percentage distribution of gross total en-
rollment among the carriers in 1969 is shown in
table 5. For persons of all ages, Blue Cross-Blue
Shield plans have 36 percent of total enrollment
for hospital care and insurance companies have
60 percent. For plans other than Blue Cross-
Blue Shield and insurance company plans, the
share of gross enrollment is 4 percent. Enroll-
ment under group insurance policies was almost
twice as large as that under individual policies.

The relationship runs about the same for sur-
gical services, with group insurance policies al-
most three times individual policies. For X-ray
and laboratory examinations, insurance com-
panies had 65 percent of the enrollment, with
group policies almost 12 times as frequent as
individual policies. Blue Cross-Blue Shield plans
held 28 percent of the enrollment, and other plans
had 7 percent.

and out-of-hos-

y QAL VULTULTIIUS

and hncpjtn]

« UL 11OS e

TasLE 6.—Hospital benefits: Gross enrollment under private health insurance plans for persons of all ages and estimates of the
net number of different persons covered, by type of plan, 1940-69

[In thousands]

Gross enrollments
Net number of different
persons covered, Gross
Blue Cross- Insurance Other plans estimated by— enrollment
Blue Shield companies as percent of
_ net, estimated
H 1d by
ouseho
End of year E surveys ! HIAA
Total s m- .
Indi- ploy- . | Pri-
Total | Blue | Blue | 1 o, Gr&‘i{p vidual| ) 1?13111111. er- MC*;}‘ vate Per- Per-
Cross | Shield %i s | poli- t em- | ety | BTOUD cent cent [(House-
€ cies Y [ployee-|3°¢€Y ! clinje || Num- | of¢i- | Num- [ ofci- | hold HIAA
union ber vilian| ber? |vilian| sur-
popu- popu- | veys

lation lation
5,072 6,012 60| 3,700| 2,500 1,200 2,250 140| 1,560 110 4400 _ . _.___ 12,312 97.6
18,9617 18,881 80| 10,504| 7,804] 2,700] 2,670 420| 1,660 2001 3900 oo |eoo__ 32,068 100.2
37,645| 37,435 210| 39,601 22,305| 17,296; 4,445] 1,445 2,280 [ 0:] B 1| A S 76,639 106.6
48,924| 47,710 1,205| 63,160{ 39,029| 24,131} 6,545] 2,920 3,220 360 45 |oo.o 105,452 112.5
148,863 57,464| 55,938 1,526| 85,405| 55,218 30,187| 5,994] 1,604 4,000 340 il | R 130,007 E: | 114.5
153,026 57,960| 56,489 1,471i 87,064| 57,013| 30,951 7,102 1,851| 4,850 344 7] | S U 134,417, KGRy - 113.8
158,629 59,618| 58,133 1,485| 092,074 59,153| 32,921 6,937 1,830 4,703 344 60|l 129,800 70.0( 138,890 74.97 122,2 114.2
165,142 60,698| 59,141y 1,557} 97,279 62,817 84,462 7,165 1,947 60|| 126,057 67.0{ 144,575 76.8; 131.0 114.2
169,632 62,429 60,478 1,951(100,363| 64,506 35,857| 6,840 1,859 8 . 114.4
175,122} 63,662| 61,6511 2,012(104,476| 67,104| 37,372 6,984| 1,954 114.4
180,482 65,638 63,408; 2,230/108,211] 69,570] 38,641| 6,633 1,964 1 114.2
185,822| 67,513| 05,188| 2,325{111,2549| 73,351| 37,908] 7,050| 2,300 50 146,131 114.1
{193, 555| 70,510} 67,958] 2,552(115,768( 76,000| 39,709 7,277 2,507 20/ 152,117 114.2
202,403 73,211} 70,620f 2,591|121,562| 80,093] 41,469| 7,630 2,600 30|/ ® 157,305 115.5

I Number estimated by applying percentages to total civilian population.
Percentages projected to end of year and rounded, except for 1967, 1968, and
1969 data.
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2 Estimate exceeds gross enrollment for early years because HIAA data
include estimated enrollment of college and university health services.

3 Estimated by applying HIAA percentage increase in net enrollment
from 1968 to 1969 to the NCHS figure for 1968.



Blue Cross-Blue Shield plans held only a small
share of the other services, except for nursing-
home care, where they accounted for 67 percent
of the enrollment. The share of coverage held by
insurance companies was 57 percent for dental
care, 72 percent for physicians’ office and, home
visits, 76 percent for prescription out-of—hospiml
drugs, 74 percent for private- duty nursing, and
67 percent for visiting-nurse service. Group in-
surance policies outnumbered individual policies
about 11 to 1, except for dental care (almost ex-
clusively group business) and physicians’ office
and home visits, with a ratio about 8 to 1. Plans
other than Blue Cross-Blue Shield and insurance
company plans had their greatest strength in

J +al A9
dental care—42 percent of enrollment. They had

less than 10 percent of the enrollment for all
other services.

The distribution pattern was somewhat the
same for persons under age 65 as for those of
all ages. Among those aged 65 and over, however,
there is a distinct shift: Blue Cross-Blue Shield
plans acecounted for a much larger share of en-
rollment for all types of services.

Historical Data

The data in tables 6 and 7 give the gross en-

rollment of health insurance organizations and
estimates of the net number of persons with some
coverage of hospital care and surgical services
during 1940-69. The gross enrollments are the
total of enrollments for all carriers, with no
deduction for duplication among insurance com-
panies. The data on the net number of persons
covered are those reported by various household
surveys from time to time during the period. The
1969 data are projections of the 1968 NCHS
figures, as noted earlier.

Blue Cross-Blue Shield enrollment for hospital
and surgical care continues to grow at about the
same rate as in recent yearS. Insurance company
enrollments show a gradually increasing growth

of it In altho

rate, most

Lty 1081

ugh n-
dividual policies showed some increase in enroll-
ment n 1969 after spotty or no growth during the
preceding years. Among plans other than Blue
Cross-Blue Shield and insurance company plans,
the overall growth rate has been fairly constant.
Employer-employee-union plans had the greatest
inerease, reflecting the impact of collective bar-
gaining.

Although enrollment increased generally in
community plans, the rate of growth slowed
sharply in 1969, largely as a result of declines
in enrollment in two major plans--the Commu-
nity Health Association of Detroit and the

group business

TaBLE 7.—Surgical benefits: Gross enrollment under private health insurance plans for persons of all ages and estimates of the
net number of different persons covered, by type of plan, 1940-69

[In thousands]
Gross enrollments
Net number of different
persons covered, Gross
Blue Cross- Insurance Other plans estimated by— enrollment
Blue Shield companies as percent of
net, estimated
Household i
ouseho
End of year E surveys ! HIAA
Total ho i
Indi- ploy- . | Pri-
Total | Blue | Blue | 540y Grgllil_p vidualt oo o7 xg?lx:i_ er- Mcgtlh' vate Per- Per-
Cross | Shield %ies poli- t em- 1o dioty| SIOUD cent cent |House-
cies Y |ployee- Y| clinic || Num- | ofci- | Num- | of ci- | hold HIAA
union ber vilian | ber? |vilian| sur-
popu- popu- | veys
lation lation
140 ______ . .. 4,790 2600 _____ 260] 2,280 1,430 8501 2,250 200 1,480 110 5,350 89.5
1945 ... 12,092| 2,335 127 2,208 7,337 5,537 1,800| 2,420 3501 1,460 200 12,890 93.8
1950 ... ,9501 17,253| 1,151f 16,102 34,937| 21,219] 13,718 3,760 940| 1,950 600 54,156 100.3
1955 . ... 101,819| 37,395] 3,194| 34,201| 58,494| 39,725 18,769 5,930 2,130 3,200 430 88,856 114.6
1960 ________. 134,118| 48,266 3,773| 44,493| 78,51€¢| 55,504| 23,012 7,336| 2,760| 4,020 346 2100 - oo 117,304 114.3
1961 . ... 140,103| 49,374] 3,048| 46,32€| 82,235| 57,373 24,8621 8,494| 3,026] 4,801 346 231 116,788 64.0] 122,951 114.0
1962 .. ____ 144,441| 50,876| 2,814} 48,067] 85,278} 59,7871 25,491| 8,287| 3,003 4,695 346 243| 120,528 65.0 126,400 113.8
1963 ... 151,240] 52,371| 2,740| 49,631| 90,261| 63,288| 26,973| 8,608 3,206 4,806 346 131,954 114.6
1964 .. ___ 155,215] 54,473| 3,222| 51,251| 92,445| 64,939} 27,506; 8,297 3,111 4,968 10 135,433 114.6
1965 .. . .. 161,810 56,330| 3,660| 52,669 96,796| 67,557| 29,239] 8,684 3,400( 5,068 10 140,462 115.2
1966 _________ 165,810( 57,916] 3,417| 54,499] 99,569 70,268 29,301| 8,325| 3,526] 4,601 ___.._ 144,715 114.6
1967 _________. 172,050( 60,433| 3,416| 57,017(103,037| 74,318| 28,719 &,580{ 3,900; 4,500|._.___.. 180 142,437 72.4| 150,396 114.4
1968 . ________ 177,647 63,2791 3,464] 59,815[105,616} 77,415| 28,201 8,752| 4,132| 4,476|______. 143) 146,295 73.6| 155,725 114.1
1969 - ______ 187,005| 66,595 3,629 62,9661110,460; 81,363| 29,097( 9,950| 4,500| 5,300).._.___. 15();3 152,314 75.0| 162,144 115.3
1

1 See footnote 1, table 6.

 See footnote 2, table 6.

3 See footnote 3, table 6.
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Inter-County Hospital Plan, Inc., of Johnstown,
Pennsylvania. The former—a community group-
practice plan—Ilost almost 3,000 enrollees, most
of them United Auto Workers (UAW) members

who nloved away from the center city in Wthh
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other private insurance. Although other employee
aroups have taken the place of the UAW members
in the center city, they are not in the favorable
position of TTAW groups who have collective bar-
gaining agreements with their employers that
give them a choice between carriers. The Inter-
County Hospital Plan—a community individual-
practice plan—Ilost 38,000 enrollees, most of them
union groups, who turned to other types of health
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insurance plans when the Inter- County plan
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experience with these groups.

The difference of several points between the
HIAA estimates and the other estimates of the
proportion of the net population with health
insurance continues to stand out very clearly. The
ratio of total gross enrollments to the estimates of
net enrollment by HIAA is examined as well as

the ratio of gross enrollments to ORS and NCHS
estimates of net coverage.

The HIAA estimates did not take duplicating
coverages into account until 1947. By 1960, the

Association’s ratio of gross enrollment to net en-
lavalad off at ahont 114 narcent

leveled off at about 114 percent.
The various household surveys have found a sub-
stantially larger ratio in the past few years—
120-131 percent for hospital benefits and 120-123
percent for surgical care. Some of the difference
between HIAA estimates and the household sur-
vey figures may result from HIA A overstatement
of enrollments reported by health insurance or-
ganizations or from underreporting under the
household surveys.

For persons under age 65 and for those aged
d over, data on enrollments and estimates
of the net population covered are presented sep-
arately in tables 8 and 9. The separate data are
significant because of the changing health insur-
ance picture since the start of Medicare operations
in mid-1966.

For the population under age 65, gross total
enrollments for hospital care rose 24 percent be-
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TaBLE 8.—Hospital benefits: Gross enrollment under private health insurance plans and estimates of the net number of different

persons covered, by age and type of plan, 1960-69

[In thousands]

Net number of different persons covered,

Gross enrollment estimated by— Gross enrollment as
percent of net,
estimated by—

End of year Blue Insurance companies Household surveys HIAA
Total e, Ohane Percent of Percent of
ue o plans ercent o ercent o
Shield Gﬁ’c‘;& Indll‘;é(iie‘;al Number | civilian | Number | ecivilian HS‘Lurs‘fgwsld HIAA
po po population population i
Under age 65
139,855 53,070 53,718 27,487 5,580 120,772
142,576 52,750 55,263 27,951 6,612 124,595
146,626 54,194 56,853 29,121 6,458 128,600
152,822 55,072 60,417 30,662 6,671 133,267
157,083 56,663 62,006 32,057 6,357 O]
162, 461 57,884 64, 504 33,572 6,501 141,400
170,053 60,575 67,546 35,729 6,203 148, 589
175,672 62,103 71,279 35,670 6,620 137,617 77.4 153, 7
182,440 65,086 74,128 36,451 6,775 142,837 79.6 159,335
190, 251 67,251 78,194 37,621 7,185 2 147,408 81.3 164,383
9,008 4,394 1,500 2,700 9,235
10,450 5,210 1,750 3,000 9,822
12,003 5,424 2,300 3,800 10,300
12,320 5,626 2,400 3,800 11,308
12,538 5,766 2,500 3,800 )
12,661 5,778 2,600 3,800 11,700
10,439 5,073 2,024 2,912 9,433
10,150 5,410 2,072 2,238 . 9,085
11,115 5,424 1,931 3,258 . 10,162
12,152 5,960 1,899 3,848 445 3 9 897 450.4 10,838

1 Data not available.

2 See footnote 3, table 6.

s Estimated on basis of percentage increase in gross enrollment from the
preceding year.
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¢ In the Current Medicare Survey of the Social Security Administration,
51 percent of those enrolled for supplementary medical insurance were re-
ported as having private hospital insurance as of Jan. 1, 1969,



tween 1962 and 1968, and enrollment for surgical
care increased 25 percent. By the end of 1969,
enrollments had risen again, by almost 5 percent
for hospital care and for surgical care. As
measured by the household surveys, the increases
in the net number of persons covered from 1962
to 1968 were 19 percent for hospital care and 21
percent for surgical care. The 1969 increases in
enrollment were 3 percent for hospital care and
4 percent for surgical care, as shown by the pro-
jection of the 1968 household-survey estimates.

The picture is different for persons aged 65
and over. The number and proportion covered by
private health insurance reached their maximum
in 1965 and fell off with the advent of Medicare.
Total enrollments dropped only 18 percent by the
end of 1966, however—an indication that the
great majority of the aged with private health
insurance retained their insurance, shifting to
policies or plans complementary to Medicare.
After a further slight decline in 1967, enrollment
rose in 1968 and 1969. The percentage of the
aged population with private insurance coverage
also increased in those years.

The steadily broadening scope of benefits under

private health insurance is shown in table 10,
whieh gives data on enrollment and estimated net
population covered, by type of health care benefit.
For all ages, coverage for X-ray and laboratory
examinations, prescribed drugs, and private-duty
nursing has almost doubled since 1962; net en-
rollment for physicians' office and home visits
went up 51 percent: the number and percentage
of persons with visiting-nurse service more than
doubled ; nursing-home care covered five times as
many persons; and dental care jumped eightfold.

The expansion in the areas of physicians’ office
and home visits, private-duty nursing, and to
some extent X-ray and laboratory examinations
and prescribed drugs, comes largely through in-
creased coverage under supplementary major
medical and comprehensive insurance policies and
extended-benefits contracts under Blue Cross-Blue
Shield plans. Much of the expansion of coverage
for X-ray and laboratory examinations, pre-
scribed drugs, and dental care has come through
self-insured employer-employee-union plans and
community plans—both group practice and in-
dividual practice. It is clear, however, that all
private health insurance organizations are tend-

TasLE 9.—Surgical benefits: Gross enrollment under private health insurance plans and estimates of the net number of different

persons covered, by age and type of plan, 1960-69

[In thousands]

Net number of different persons covered,
Gross enrollment estimated by— Gross enrollment as
percent of net,
. estimated by—
End of year Blue Insurance companies Household surveys HIAA
Total e e Percent of P
ue - plans ercent o ercent of
Shield %{?clilgs Inc})ll‘i’é?el;al Number | ecivilian | Number | ecivilian Hselusveeho;d HIAA
p P population population rvey!
Under age 65
127,386 45,226 54,104 21,212 109,452 67.2 | .. 116.4
132,209 45,649 55,673 22,962 114,645 69.3 | ... 115.3
134,609 46,599 57,487 22,791 O] 1) 118.5 [cma o
139,278 46,086 60,888 24,273 122,112 7.6 (oo 114.1
144,811 49,825 62,439 24,806 ) (€5 T P IO,
150,946 51,348 64,957 26, 539 130,100 4.5 [ . 116.0
157,504 53,613 68,574 27,479 137,448 T8 . 114.6
163,643 56,020 72,583 26,965 8,075 134,061 75.4 142,828 80.3 122.9 114.6
168, 588 58,390 75,619 26,300 8,279 137,224 76.5 147,252 82,1 122.9 114.5
176,716 60,499 79,571 26,196 9,450 2142,902 78.8 153,304 84.6 123.6 115.3
Aged 65 and over

6,732 3,040 1,400 1,800 7,852 46.6 | oo 85.7
7,894 3,725 1,700 1,900 8,306 48.4 | .. 95.0

9,832 4,277 2,300 2,700 1 1) 126.2 Q)
9,962 4,285 2,400 2,700 9,842 55.6 | oo 101.2

10,404 4,648 2,500 2,700 O] [© 1 PP O]
10,864 4,982 2,600 2,700 10,400 56.8 oo 104.5
8,307 4,304 1,694 1,822 7,267 39.0 |.ooooo. 114.3
8,407 4,413 1,735 1,754 7,568 39.8 100. 4 111.1
9,059 4,889 1,796 1,901 8,473 43.8 100. 4 106. 9
10,289 6,096 1,792 1,901 8,840 45.0 109.3 116.4

I Data not available.
! See footnote 3, table 6.
* See footnote 3, table 8.

41In the Current Medicare Survey of the Social Security Administration,
44 percent of those enrolled for supplementary medical insurance were re-
ported as having private surgical insurance as of Jan. 1, 1969,
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ing to broaden the scope of their basic coverage.

Table 11 shows, for coverage of persons of all
ages, the annual growth since 1955 in the number
of persons under major medical policies of in-
surance companies and under supplementary
major medical and comprehensive extended-bene-
fits contracts of Blue ('ross-Blue Shield plans. In
1969 group insurance policies covered twelve times
the number covered under individual insurance
policies, with supplementary major medical cov-
erage outnumbering comprehensive coverages 3
to 1. Almost five times as many persons were
covered under Blue Cross-Blue Shield supple-
mentary major medical plans as the number cov-
ered under Blue Cross-Blue Shield comprehensive
extended-benefit plans.

Beginning in 1966, major medical coverage has
increased at a faster pace under Blue Cross-Blue

chased as a supplement to a basic Blue Cross-
Blue Shield plan or a group insurance plan.

With minor exceptions—mostly in the area of
drugs—plans other than Blue Cross-Blue Shield
and insurance company plans do not provide
coverage of the major medical type. The com-
munity plans generally provide comprehensive
physicians’ services and usually complete coverage
of hospital care. A very small number of the
employer-employee-union plans have major medi-
cal coverage.

Group-practice plans are of special interest,
since they would, presumably, be important links
to any national health insurance scheme. More-
over, group practice as a method of organization
and delivery of health care will continue to be
studied from the standpoint of improved quality
of care and savings in costs, for both hospital utili-

zation and use of physicians’ services, and as a
source of comprehensive and preventive care.
Since 1953, enrollment in these plans has roughly
doubled for hospital care, surgical services, and

Shield plans than under insurance policies. How-
ever, the growth rate under individual insurance
policies has stepped up rapidly since 1966, indi-
cating that individual policies are frequently pur-

TABLE 10 —Estimates of the net number of differ
overed, bv age and qnpniﬁpd tvne of care. 1062-69
ME IRy MY RpY Wit Mppladible Moy VR wity Mt
Physicians’ services
. : Private- Visiting- Nursing-
End of year Hgspltal X-ray and Dcear;zal Prgsr%rlts)ed duty nurse home
are Surgical |In-hospital | laboratory | Office and & nursing service care
services visits examina- | home visits
tions
All ages
Number (in thousands):
1962 129,800 120,528 m 65,671 56,986 1,006 47,907 46,143 43,303 4,975
B ! O] 79,500 63,400 3,100 53,200 56,000 60,100 9,
) O} m 90,000 73,706 4,227 65, 644 68,722 79,004 17,814
146,131 142,437 o 92,480 78,565 4,679 71,201 76,080 81,771 18,754
152,117 146,295 128,174 97,703 85,311 5,821 79,280 83,485 90,523 19,046
157,305 152,314 133,914 125,002 86,317 8,510 89,805 91,211 100,343 28,044
70.0 65.0 @ 35.0 31.0 0.5 26.0 25.0 23.0 3.0
[0} ™ ) 41.2 32.9 1.6 27.6 29.0 31.2 5.1
O] M) ® 48.0 37.9 2.2 33.7 35.0 40.6 9.2
74.3 72.4 O] 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
78.3 75.8 66.6 62.2 43.0 4.2 44.7 45.4 49.9 14.0
Under age 65
137,617 134,061 116,656 88,926 75,785 4,596 69,363 73,857 79,302 15,873
142,837 137,274 121,104 93,714 82,295 5,719 76,748 81,309 87,697 16,921
147,408 142,902 126,190 117,472 77,916 8,385 86, 880 88,024 96, 885 23,962
77.4 75.4 65.6 50.0 42.6 2.6 39.0 41.5 44.6 8.9
79.6 76.5 67.5 52.2 45.9 3.2 42.8 45.3 48.9 9.4
81.3 78.8 69.6 64.8 43.0 4.6 47.9 48.5 53.4 13.2
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
9,847 9,412 7,724 7,530 8,401 125 2,025 3,187 3,458 ,082
45.0 44.0 31.1 18.7 14.6 0. 4 9.7 1.7 13.0 15.2
48.5 46.7 36.6 20.6 15.6 13.1 11.3 14.6 11.0
50.4 47.9 39.3 38.3 42.8 .6 14.9 16.2 17.6 20.8

1 Data not available.
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TaBLE 11.—Number of persons covered under major medical policies of insurance companies and under supplementary major
medical and comprehensive extended-benefits contracts of Blue Cross-Blue Shield plans, 1955-69

[In thousands]

Insurance companies Blue Cross-Blue Shield plans !
Group policies Supple- Compre-
End of year Individual mentary hensive
Total olicies Total major extended
Total Supple- Compre- b medical benefit
» mentary hensive
5,241 4,759 3,928 831 482 | ||
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 7,501 5,068 1,735
42,441 38,699 28,248 10,451 3,742 ®) ) ®)
47,001 42,579 31,772 10,807 4,422 3 (2) ®)
51,946 47,269 35,988 11,281 4,677 314,600 (®) *)
56,742 52,002 39,685 12,317 4,740 14,352 10,409 3,943
62,226 57,447 43,899 13,548 4,779 16,279 12,408 3,871
66,841 61,738 46,935 14,803 5,103 17,807 14,078 3,729
72,292 66,630 49,875 16,755 5,662 20,328 16,666 3,662

1 Comparable data not available for earlier years; before 1965, data shown
are for Blue Cross plans only; beginning 1965, data jointly developed by
Blue Cross Association and National Association of Blue Shield Plans on
unduplicated number of persons covered.
dental care (table 12). In the last 5 years growth
is estimated at 38 percent for hospital care, 36
percent for surgical services, 33 percent for in-
hospital physicians’ visits, and 31 percent for
physicians’ visits in office, clinic, and health center.
The growth in dental care and in prescription
drugs enrollment has been especially rapid during
the past year—68 and 24 percent, respectively.

FINANCIAL EXPERIENCE

In 1969 the subscription or premium income
of all private health insurance organizations
totaled $14.7 billion (table 13). Claims or benefit
expense amounted to $13.1 billion or 89 percent
of premium income. The organizations used $2.1
billion for operating expense (15 percent of pre-
mium income) and had a net underwriting loss
of 4 percent. Some of this underwriting loss was

TasLE 12.—Private health insurance enrollment under group-
practice prepayment plans, by specified type of care, 1953-69

[In thousands]

Physicians’ services
Hospital Dental
Year sy Drugs
care Surgical | In-hospital Og}cﬁégllltrkllw' care
services visits center
1,802 2,410 2,507 2,853 452 [ (O
2,428 3,177 3,399 3,395 248 O]
2,526 3,280 3,400 3,694 318 O]
2,586 3,484 3,643 3,643 398 518
2,695 3,504 3,176 3,844 438 889
2,771 3,763 3,430 4,158 ) M
3,060 4,130 3,760 4,480 (O] M
3,043 4,051 3,730 4,404 518 1,382
3,730 4,750 4,210 5,050 870 1,720

1 Data not available.

12

2 Data not available.
3 Data for Blue Cross plans plus an estimated 1,600,000 in Blue Shield
plans not affiliated with Blue Cross.

made up by income from investment of reserves.

The Blue Cross-Blue Shield plans had a sub-
scription income of $6.2 billion. About $5.9 billion
of this total was used for benefits (96 percent)
and $0.5 billion (7 percent) for operating expense.
The net underwriting loss for the plans was $0.2
billion. The income from investments on reserves
reduced this loss to $95 million. Blue Cross plans
had almost 69 percent of the total Blue Cross-
Blue Shield subseription or premium income, Blue
Shield plans the remaining 29 percent. Blue
Cross plans expended 98 percent of income for
benefits; Blue Shield plans, 91 percent. The
operating expenses were 6 percent of premium
income for Blue Cross plans, 11 percent for
Blue Shield plans. Blue Cross plans incurred
a net underwriting loss of 4 percent of premium
income; for Blue Shield plans the loss was 3
percent.

For insurance companies, total premium in-
come reached $7.6 billion—one-fourth came from
individual policies and three-fourths from group
business. Group business paid out 94 percent of
premium income in benefits; individual policies
paid out 51 percent. Operating expense amounted
to $859 million in individual business, compared
with $750 million in group business. For all in-
surance policies, it represented 21 percent of
premium income. Individual business showed a
net underwriting gain of 4 percent of premium
income; in group business the net underwriting
loss was T percent.

Private health insurance plans other than Blue
Cross-Blue Shield and insurance company plans

SOCIAL SECURITY



Tasre 13.—Financial experience of private health insurance

organizations, 1969

[Amounts in millions]

Claims expense Operating expense Net underwriting gain Net income
Subsecrip-
Type of plan Total tion or
income premiuin Percent of Percent of Percent of Percent of
income Amount premium | Amount | premium Amount premium Amount | premium
income income income income

Total. ... O] $14,657.7 $13,068.5 89.2 $2,133.7 14.6 —$544.5 —-3.7 (O J N
Blue Cross-Blue Shield. _______ $6,265.8 6,155.6 5,903.1 95.9 457.7 7.4 —205.2 —3.3
Blue Cross___..__ 4,434.1 4,365.2 4,271. 4 97.9 252.3 5.8 —158.5 —-3.6
Blue Shield_.___ 1,831.7 1,790.4 1,631.7 91.1 205.3 11.5 —46.6 —-2.6
Insurance companies_ m 7,569.0 6,306.0 83.3 1,609.5 21.3 —346.5 —4.6
Group policies.._. I 1) 5,685.0 5,349.0 94.1 750.4 13.2 —414. 4 —7.3
Individual policies. - ") 1,884.0 957.0 50.8 859.1 45.6 67.9 3.6
Other plans______ [ 933.1 933.1 859.4 92.1 66.5 7.1 7.2 .8
Community _____ __.._______ 375.0 375.0 349.0 93.1 27.0 7.2 -1.0 -.3
Employer-employer-union. . . 490.0 490.0 450.0 91.8 35.0 7.2 5.0 1.0
Private group clinie. ______ .. 16.3 16.3 14.2 87.1 1.1 6.8 1.0 6.1
Dental service corporation. .. 51.8 51.8 46.2 89.2 3.4 6.6 2.2 4.2

1 Data not available.

had a total income of $933 million. They used
92 percent of such income for benefits, and 7
percent for operating expense, and they showed
a net underwriting gain of almost 1 percent of

premium income.

Source of Data

The data for Blue Cross and Blue Shield plans

are based on financial statements for all plans
supplied by the Blue Cross Association and the
National Association of Blue Shield Plans. Du-
plication 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, Incorpo-
rated, and for Medical Indemnity of America—
insurance companies owned by the Blue Cross

TaBLE 14.—Percentage distribution of subscription or premium income and claims expense, by type of private health insurance

organization, 1948-69

Blue Cross-Blue Shield plans Insurance companies Other plans
Year Total . Em- : Dental
Indi- Private h
Blue Blue Group < 1 Com- ployer- service
Total Cross Shield Total policies V(‘)%‘c‘f; Total munity |employee- %f;’rﬁg corpo-
D S union ration
Subseription or premium income
100.0 42.3 36.5 5.8 48.8 24.6 24.2 8.8 ) *) ® (6]
100.0 44.4 33.8 10.6 46.8 25.8 21.1 8.7 ® (%) Q) Q]
100.0 41.0 28.9 12.1 51.7 32.5 19.2 7.3 (O] (@) ® 6]
100.0 42.5 30.4 12.1 51.8 36.0 15.8 5.7 2.3 3.2 0.2 &)
100.0 42.0 30.0 12.0 51.4 36.2 15.2 6.6 2.2 3.8 .2 0.1
100.0 42,1 29,9 12.2 51.4 36.5 14.9 6.5 2.2 3.8 .1 ®)
100.0 42.2 30.3 11.9 51.4 36.2 15.2 6.4 2.3 3.6 .2 Ad
100.0 42.1 30.0 12.1 51.8 36.7 15.1 6.1 2.2 3.7 .1 .1
100.0 41.7 29.9 11.8 52.2 36.6 15.6 6.1 2.2 3.7 .1 .1
100.0 41.0 29.2 11.8 52.9 37.7 15.2 6.1 2.3 3.5 .1 .2
100.0 41.0 29.1 11.9 52.8 38.5 14.3 6.2 2.5 3.3 .1 .3
100.0 40.2 28.4 11.8 53.7 40.0 13.7 6.1 2.5 3.2 .1 .3
100.0 42.0 29.8 12.2 51.6 38.8 12.8 6.4 2.6 3.3 .1 .4
Claims expense
100.0 50.8 44.4 6.4 37.6 24.4 13.2 11.6 ® ® ®) ®
100.0 49.5 38.6 10.9 40.3 25.9 14.4 10.2 ® ® Q] ®
100.0 45.2 32.8 12.4 46.5 33.8 12.7 8.3 @) @ @ ®
100.0 45.8 32.9 12.8 47.8 38.0 9.8 6.4 ) ® () ®
100.0 45.4 32.8 12.6 47.5 38.1 9.4 7.1 [Q] Q] ® *
100.0 45.6 32.5 13.1 47.5 38.7 8.8 6.9 (] Q] *) *
100.0 45.6 33.2 12.4 47.7 38.3 9.5 6.7 Q] (] Q] (%)
100.0 45.6 33.1 12.5 48.0 38.6 9.4 6.3 ) (O] * @)
100.0 44.8 32.7 12.1 48.9 39.1 9.8 6.3 2.3 3.8 1 0.1
100.0 43.5 31.5 12.0 50.2 40.6 9.6 6.4 2.4 3.6 1 .2
100.0 42.8 31.0 11.7 50.7 41.9 8.8 6.5 2.6 3.5 1 .3
100.0 42.7 3.1 11.6 51.0 42.7 8.3 6.3 2.6 3.3 1 .3
100.0 45.2 32.7 12.5 48.2 40.9 7.3 6.6 2.7 3.4 1 4
1 Medical society data not included. 2 Data not available. 3 Less than 0.05 percent.
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TaBLE 15.—Benefit expenditures of private health insurance organizations, by specified type of care, 1969

{Amounts in millions]

Exogé’égﬁg‘;gst Hospital care Physicians’ services Dental care Other types of care
Type of plan .

Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
Total..ooeo oo $13,068.5 100.0 $8,356.2 64.0 $4,028.9 30.8 $154.8 1.2 $528.6 4.0
Blue Cross-Blue Shield...___._ 5,903.1 100.0 4,155.4 70.4 1,565.4 23.5 2.4 m 179.9 3.1
Blue Cross________ 4,271.4 100.0 4,044.4 94.7 106.7 2.5 .8 O] 119.5 2.8
Blue Shield _____ 1,631.7 100.0 111.0 6.8 1,458.7 89.4 1.6 .1 60.4 3.7
Insurance companies_ 6,306.0 100.0 3.845.0 61.0 2,072.0 32.9 83.0 1.3 5306. 0 4.8
Group policies__.____ 5,349.0 100.0 3,101.0 59.7 1,814.0 3§.9 83.0 1.5 261.0 4.9
Individual policies. 957.0 100.0 654.0 68.3 258.0 27.0 [ TR (RS 45.0 4.7
Otherplans_________ 859.4 100.0 355.8 41.4 391.5 45.5 69.4 8.1 42.7 ?.0
Community - 344.0 100.0 105.0 30.1 230.0 65.9 7.0 20 7.0 5.0
Employer-employee-union... 450.0 100.0 250.0 55.6 150.0 33.3 15.0 3.3 35.9 7.8
Private group clinic.__._..... 14.2 100.0 .8 5.6 11.5 81.0 1.2 8.5 i 4.9
Dental service corporation-.. 46.2 100.0 { o e e m e m e 46.2 100.0 [ ool

1 Less than 0.05 percent.

and Blue Shield associations, respectively—have
been included.

The data on premium income and benefit ex-
pense of insurance companies were provided by
HIAA. Premium income data come from the
National Underwriter Company’s annual survey
of accident and health insurance and from
HTAA’s annual surveys of companies in this field.
The division of group accident and health busi-
ness between health care and wage loss is based
on HITA A’s annual survey of enrollment, premium
income, and benefits paid under group business.
For individual business, the distribution is based
on HIAA’s annual survey of benefits paid. Op-
erating expenses were estimated by applying op-
erating expense ratios to premium income derived
from the National Underwriter Company aggre-
gates® to HIAA premium income.

Of the total premium or subscription income
of all private health insurance organizations in
1969, 42 percent was received by DBlue Cross-
Blue Shield plans; 52 percent by insurance com-
panies (with group business three times the in-
dividual business); and 6 percent by other plans
(table 14). The insurance company share of
total benefit expense was somewhat smaller than
their share of premium income. For both Blue
Cross-Blue Shield plans and the other plans, the
share of benefit expense was larger than their
share of subscription income.

Insurance companies have consistently received
the largest share of all premium and subscrip-
tion income from 1948 to 1969. Beginning in
1955, their claims expenditures ran higher than
that of Blue Cross-Blue Shield plans. Group

3 Argus 1970 Chart of Health Insurance, page 112,

14

business has accounted for much of the increase
in benefit expenditures: in 1948 the group share
was almost twice the individual share; in 1969
it was more than five times the individual share.
From 1948 to 1964, plans other than those of the
Blue (Cross-Blue Shield associations and insur-
ance companies showed a gradually declining
share of subscription income and benefit expendi-
tures. Since 1964, there has been a general level-
ing off, with evidence of a slight upturn in 1969.

Benefit Expenditures and Types of Care

Sixty-four percent of benefit expenditures by
all private health insurance organizations went
for hospital care; 31 percent for physicians’ serv-
ices; slightly more than 1 percent for dental care;
and 4 percent for other types of benefits—mainly
private-duty nursing and drugs (table 15). Blue
Cross-Blue Shield plans spent more for hospital
care—T0 percent of benefit expenditures for all
types of care—than did insurance companies (61
percent). Plans other than Blue Cross-Blue
Shield plans and those of insurance companies
paid out 8 percent of benefits for dental care,
compared with 1.3 percent spent by insurance
companies and less than 145 of 1 percent by Blue
Cross-Blue Shield plans.

Benefit Expenditures Per Enrollee

Table 16 gives some idea of the relative depth
or comprehensiveness of the coverage provided
by the various private health insurance organi-
zations to their enrollees. In 1969, Blue Cross-
Blue Shield plans led the other carriers with
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TaBLe 16.—Benefit expenditures of private health insurance
organizations per person enrolled for specified benefits, 1969

Hospital Physicians’
Type of plan care services
Blue Cross-Blue Shield . ____________________ $56.76 $23.51
Blue Cross__.__..._ 57.27 29.40
Blue Shield_.__ 42,84 23.17
Insurance companies. 31.63 18.76
Group policies_ ____ 39.84 22.30
Individual policies. 15.77 8.87
Other plans______._ 46.63 39.35
Community.._ .. 40.38 51.11
Employer-employee-union_____.__.____..__. 50.00 28.30

an average $56.76 per year for hospital care
benefits per person enrolled for this type of bene-
fit. For those enrolled with insurance companies
for this benefit, per capita expenditures were
$31.63. The average per person was $46.63 in the
other plans. The lowest annual expenditure—
$15.77 per person—was made by insurance com-
panies under individual policies.

These averages reflect (1) the high utilization
rate of hospital care under Blue Cross-Blue
Shield contracts that provide more days of cover-
age and more comprehensive coverage of hospital
costs than group policies of insurance companies,
(2) the generally meager coverage under indi-
vidual insurance policies, and (3) the relatively
lower utilization rates under community group-
practice plans.

For physicians’ services, community plans led
the other carriers with a per capita expenditure
of $51.11: most community plans provide a vir-
tually complete coverage of in-office, home, and
hospital visits. Blue Cross-Blue Shield plans
spent $23.51 per person enrolled, and $8.87 per
person covered was spent under individual poli-
cies of insurance companies. The enrollment for
surgical insurance was used in making these
-aleulations.

Trends

Data are presented in table 17 on the premium
income and henefit expenditures of private health
insurance organizations from 1948 to 1969. Pre-
mium income and benefit expenditures for all
plans rose at about the same rate in 1969 as in
previous yvears, but there was a marked shift in
the gains among the carriers. Blue Cross-Blue
Shield subscription income rose more sharply than
it had in the previous year—19 percent compared
with 14 percent. Benefit expenditures were up
22 percent from the amount spent in the preceding
year.

Insurance company premiums increased only

TaBLE 17.—Subscription or premium income and benefit expenditures of private health insurance organizations, 1948-69

[In millions]

Blue Cross-Blue Shield plans Insurance companies
Year Total G Individaal Slt;]rfsr
; roup ndividua!
Total Blue Cross | Blue Shield Total policies policies
Income
$862.0 $365.0 $315.0 $50.0 $421.0 $212.0 $209.0 $76.0
1,291.5 574.0 436.7 137.3 605.0 330.3 272.0 112.5
3,149.6 1,292.4 910.7 381.7 1,626.9 1,022.5 604.4 230.3
5,841.0 2,482.1 1,773.0 709.1 3,027.0 2,104.0 923.0 331.9
6,673.3 2,805.1 2,004.4 800.7 3,427.0 2,414.0 1,013.0 441.2
7,411.1 3,118.6 2,212.8 905.8 3,810.0 2,708.0 1,102.0 482.5
8,053.6 3,399.4 2,438.7 960.7 4,136.0 2,913.0 1,223.0 518.2
8,083.6 3,785.1 2,697.6 1,087.5 4,652.0 3,297.0 1,355.0 546.5
10,001.3 4,169.0 2,903.7 1,175.3 5,224.0 3,665.0 1,559.0 608.3
10,564.1 4,327.8 3,085.9 1,241.9 5,595.0 3,987.0 1,608.0 641.3
11,105.3 4,555.3 3,230.0 1,325.3 5,858.0 4,270.0 1,588.0 692.0
12,898.7 5,187.1 3,665.0 1,522.1 6,933.0 £,159.0 1,774.0 778.8
14,657.7 6,155.6 4,365.2 1,790.4 7,569.0 5,685.0 1,884.0 933.1
Benefit expenditures
$606.0 $308.0 $269.0 $39.0 $228.0 $148.0 $80.0 $70.0
991.9 490.6 382.9 107.7 400.0 257.0 143.0 101.3
2,5835.7 1,146.7 832.2 314.5 1,179.0 858.0 321.0 210.0
4,996.3 2,287.1 1,646.2 640.9 2,389.0 1,901.0 488.0 320.2
5,965.4 2,585.4 1,867.1 718.3 2,706.0 2,170.0 536.0 404.0
6,343.8 2,893.6 2,064.5 829.1 3,012.0 2,453.0 559.0 438.2
6,979.3 3,179.5 2,317.3 862.2 3,332.0 2,671.0 661.0 467.8
7,832.1 3,574.4 2,592.8 981.6 3,763.0 3,024.0 739.0 494.7
8,728.9 3,912.9 2,853.4 1,059.5 4,265.0 3,413.0 852.0 551.0
9,141.8 3,075.4 2,882.2 1,093.2 4,585.0 3,711.0 874.0 581.4
9,544.8 4,082.8 2,963.1 1,119.7 4,837.0 3,998.0 839.0 625.0
11,343.6 4,840.6 3,529.2 1,311.4 5,791.0 4,841.0 950.0 712.0
13,068. 5 5,903.1 4,271.4 1,631.7 6,306.0 5,349.0 957.0 859.4
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TasrLe 18.—Financial experience of Blue Cross plans, 1950-69 !

[Amounts in thousands]

As percent of subseription income Net
Earned Total {————— . Ne
o Total . atine ircome as
Year Reserves subserip- earned Qlalnls O,I)mﬁltlné _ net Under- percent of
, tion income expense cxpense 1119(1)1)10 Claims | Operating | writing total
Income or loss expense expense gain income
or loss
$116, 531 $436, 484 $383,331 $36, 281 $17,371 88.4 8.4 3.3 4.0
07 25,197 836, 546 58,368 30,283 91.3 6.4 2.4 3.3
53 i , 784 1,654,951 40,821 57,017 42.8 5.1 2.1 3.2
410,658 2,035,740 1,872,039 94, 269 63, 531 3.1 4.9 1.9 3.1
454,626 2,230,747 2,257,523 2,103,084 107,204 47,235 04.3 4.8 WY 2.1
492,872 2,467,195 2,497,377 2,343,231 115,228 38,018 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 5.2 4.5 .3 1.7
649, 633 3,121,111 3,168,187 2,012,733 154,132 101,322 93.3 4.9 1.7 3.2
TW7,575 3,270,022 3,327,677 2,096,779 177,632 153, 266 ul1.6 5.4 3.0 4.6
801,389 3,711,708 3,776,487 3,571,797 211,648 —7,008 06,2 5.7 -1.9 —.2
711,274 4,414,296 4,489,266 4,322,341 256,227 —89,302 Y7.8 5.8 —3.6 —2.0

ealth Services, Inc., and are not adjusted for
*ross and Blue Shield.

9 percent in group business and 6 percent in in-
dividual business. Their benefit expenditures rose
about 10 percent in group business and less than
1 percent in individual business; in 1968 the gains
had been 21 pereent in premium income for group
business and 12 percent for income of individual
policies. Plans other than Blue Cross-Blue Shield
plans and insurance company plans showed a
20-percent increase in income. Their expenditures
rose 21 percent, the 1948 rise had been 14 percent.

As a result of the growth pattern of income
and benefit expenditures, Blue Cross-Blue Shield
plans received 42 percent of the premium income
of all private health insurance plans in 1969;
their share was 40 percent in 1968 (table 14).
Insurance company premium income accounted
for 52 percent of all subscription and premium
income—a drop from the 54 percent in the pre-
vious year. Other plans received 6 percent of

TaBLE 19.—Financial experience of Blue Shield plans, 1950-69 1

2 Includes Puerto Rico.

the imcome—up slightly from the previous year.
Similar shifting in relative shares was reflected
in the benefit expenditure data.

(laims expense of Blue Cross plans continued
to increase more rapidly than subscription in-
come. As a result the claims expense ratio rose
from 96 percent to 98 percent of subscription
income and the 2 percent underwriting loss of
1968 went up to well over 3 percent (table 18).
The increase in claims expense reflects rising
hospital costs. The operating expense ratio also
continued its upward trend.

Blue Shield subseription income in 1969 was
17 percent higher than it was in 1968, and claims
expense was 24 percent higher (table 19). The
claims expense ratio increased from 87 percent to
91 percent; this rise, together with a slight in-
crease in operating expense, resulted in a 3-
percent underwriting loss.

[Amounts in thousands}

As percent of subseription income
Net
Earned Total e 5
<o Total . ot income as
Year Reserves su}gi:ocllllp- earned g{la‘;lr]r;se Oeaelgltllslég ilxlggxtn e TUnder- percent of
income income p p or 1oss Claims Operating writing total
= expense expense gain income
or loss
$34,954 $140,817 $141, 504 $111,039 $18,653 $11,902 78.8 13.2 7.9 8.4
164,705 309, 781 404,294 331,068 43,610 29,616 82.8 10.9 6.3 7.3
228,634 741,164 761,529 670,776 76,245 4,508 90.5 10.3 —.8 .6
236,101 837,773 848,092 752,605 82,741 13,556 89.8 9.9 .3 1.6
266, 536 474,086 085,373 868,816 91,136 25,421 89,2 9.4 1.5 2.6
289,440 1,086,356 1,101,745 977,147 49, 662 24,936 89.9 9.2 .9 2.3
317,528 1,209,394 1,227,557 1,095,713 108, 691 23,153 €0.6 9.0 4 1.9
347,266 1,318,915 1,338,907 1,190,486 115,940 32,481 90.3 8.8 .9 2.4
398,374 1,399,840 1,413,185 1,226,383 129,864 56,938 88.2 9.3 2,5 4.0
504,004 1,489,640 1,519,309 1,261,650 148,750 108, 909 84.7 10.0 5.3 7.2
578,340 1,709,548 1,747,867 1,481,070 180,154 86,643 86.6 10.5 2.8 5.0
555,079 2,007,070 2,054,571 1,834,495 222,514 —2,438 91.4 11.1 —2.5 —.1

1 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 Includes Jamaiea.
$ Includes Puerto Rico but excludes Jamaica.
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TaBLE 20.—Benefit expenditures of all private health insur-
ance organizations, by specified type of care, 1950-69

Hospital Physicians’ | Other types
Year Total care services of care
Amount (in millions)

$902 $680 $312 O]

2,536 1,679 857 G}
4,996 3,304 1,593 $499
5,695 3,766 1,796 133
6,344 4,197 1,992 155
6,980 4,642 ‘2,158 185
7,832 5,187 2,427 218
8,724 5,70 2,680 259
9,142 5,993 2,831 318
4,545 6,133 2,964 447
11,344 7,329 3,477 538
13,069 8,356 4,029 684

Percentage distribution

100.0 68.5 3.5 (6]

100.0 66.2 33.8 O]
100.0 66.1 31.9 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
100.0 63.9 30.8 5.3

1 Included in physicians' services.

The financial experience of insurance com-
panies in 1969 was generally similar to that in
the past few years. (laims expense under group
business amounted to 94 percent of premium in-
come and operating expense was 13 percent of
premium income. The net loss from underwriting
was 7 percent (table 13). This loss is made up
to some degree by income from investment of
reserves but largely by gains in group disability
and group life insurance.

Under individual policies the claims ratio of
51 percent was slightly lower than the 1968 ratio;

the operating-expense ratio was 46 percent, com-
pared with 47 percent in 1968. A small under-
writing gain occurred in 1969 and a slight loss
the year before.

The trend in the distribution of benefit expendi-
tures of private health insurance organizations
from 1950 to 1969 is delineated in table 20. The
1969 distribution shows little change from that
of the immediately preceding years.

In 1969 the net cost of private health insur-
ance to the American public was $1.6 billion,
This amount is the difference between earned
premium or subscription income and benefit ex-
penditures (claims expense). It represents the
retentions by the carriers to cover operating ex-
penses, additions to reserves, and profits. Reten-
tions of Blue Cross-Blue Shield plans amounted
to $253 million. Approximately $1.3 billion was
retained by insurance companies and $74 million
by other plans. It should be pointed out that
insurance companies pay premium taxes of 2-3
percent (varying from State to State) from
which Blue Cross-Blue Shield plans and other
plans are generally exempt. These plans do,
howaver, carry the full cost of administration.
Under most large group insurance policies the
employer performs much of the administrative
work, including determination of eligibility and
review and payment of claims.

Over the years, consumers have been able to
buy health insurance on increasingly advantage-
ous terms in the sense that they get back increas-
ingly more of their premium or subscription
dollar in benefits. Evidence of this trend is the
steady decline in the retention ratio—retentions

TaBLE 21.—Retentions ! of private health insurance organizations as a percent of subscription or premium income, 1948-69 2

Blue Cross-Blue Shield plans Insurance companies Other plans 3
Year Total BI Bl G Individual o 1Em- “Private Dental
ue ue roup |Individua om- ployer- service
Total Cross Shield Total policies policies Total munity |employee- %ﬁmlg COrpo-
union n rations
29.7 15.6 14.6 22.0 45.8 30.2 61.7 7.9 ) Q) Q] %)
23.2 14.5 12.3 21.6 33.9 22.8 47.4 10.0 ®) Q] ® )
19.5 11.3 8.6 17.6 27.5 16.1 46.9 8.8 ® ) ® )
14.5 7.9 7.2 9.6 21.1 9.6 47.1 3.5 Q] ] ) ®
14.7 7.8 6.8 10.3 21.0 10.1 47.1 8.4 Q] [Q} ® Q]
14.4 7.2 5.7 11.0 20.9 9.4 49.3 9.2 ) ) ®) ®
13.3 6.5 5.0 10.3 19.4 8.3 46.0 9.7 ®) ®) ) [
12.8 5.6 3.9 9.7 19.1 8.3 45.5 9.5 O] ® ®) ®
12,7 6.1 4.7 9.9 18.4 6.9 45.3 9.4 8.2 10.2 10.7 6.9
13.5 8.1 6.6 12.0 18.1 6.9 45.6 9.3 8.0 10.2 11.8 6.5
14.0 10.4 8.3 15.5 17.4 6.4 47.2 9.7 8.4 10.8 13.3 6.2
10.4 6.7 3.7 13.8 16.5 6.2 46.4 8.6 6.2 9.7 5.8 17.2
10.8 4.1 2,2 8.9 16.7 5.9 49.2 7.9 6.9 8.2 12.9 10.8

1 Amounts retained by the organizations for operating expenses, addition
to reserves, and profits.
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2 Derived from table 17.
8 Data by type of plan before 1965 not available.

17



as a percent of premium income (table 21). In
1948 the retention rate for all private health
insurance organizations was 30 percent; in 1969
it was 11 percent. This decline is the result of
two main factors: (1) The steady drop in the
retention rates of Blue Cross-Blue Shield plans,
and group insurance business, and (2) the steady
decline in the relative importance of insurance
company individual business with its very high
retention rates. Retention rates for all plans other
than Blue Cross-Blue Shield and insurance com-
pany plans were the same in 1969 and in 1948.
Community plans and employer-employee-union
plans are lowering their retention rates and pri-
vate group clinies and dental corporations are
showing considerably higher retention rates,

PROPORTION OF CONSUMER EXPENDITURES
MET BY INSURANCE

Thirty-seven percent of consumer expenditures
for health care was met by private health in-
surance benefits in 1969.* Excluded from this
figure is the net cost of obtaining health insurance
protection—the difference between health insur-
ance premiums or subscription costs and benefits
paid. For hospital care, private health insurance
met 71 percent of consumer expenditures, com-
pared with 74 percent last year, apparently infla-
tion kicked up hospital costs faster than private
insurance benefits were able to adjust. For physi-
cians’ services, the proportion met by private
health insurance was 43 percent in 1969, compared
with 41 percent in 1968. For other types of health
care the proportion was 5 percent up from 4
percent last year.

4 Barbara 8. Cooper and Mary McGee, National Health
Ezpenditures, Fiscal Years 1929-70 and Calendar Years
1929-69 (Research and Statistics Note No. 25), Office of
Research and Statistics, December 14, 1970,

Except for hospital care, the proportions of
expenditures met by private health insurance con-
tinue the upward trend of previous years, as
shown below.

Year Total [ Hospital [ Physicians’ | Other types
care services of care

1050 .. . 12.1 34.6 12.0 O]
1965 . . ___. 21.5 51.8 25.0 O]
1960. . __________ 27.7 63.7 30.0 1.3
1961 .. ____ 20,9 66.2 32.7 1.7
1962 __________ 30.9 68.2 33.¢ 1.9
1963 . ... 31.7 67.2 33.6 2.1
1964 . _______ 31.5 68.1 32,2 2.3
1965 ____ 32.4 70.2 32.7 2.5
1966 . _______ 32.0 67.6 33.8 2.8
1967 .. 33.3 71.9 35.8 3.8
1968 . .. 36.7 74.3 40.7 4.3
1969, .. 37.4 71.2 42.6 5.0

! Included in physicians’ services.

The estimates of consumer expenditures for
health care include some items that are not
covered by health insurance—nonprescribed
drugs, various drug sundries, and sunglasses.
Whether the difference in cost between private
and semiprivate accommodations, when not medi-
ally required, should be included as a health
Insurance item is sometimes questioned. This
expense is, of course, one that many purchasers
of insurance want covered. If these types of
health care expenditures were to be deducted
from consumer health care expenditures, the pro-
portion of such expenditures met by insurance
would De probably 3 or 4 percentage points
higher than shown above.

In 1969, private payments by consumers—out
of pocket and through private health insurance—
made up approximately 63 percent of the total
national expenditures for personal health care,
as estimated by the Oftice of Research and Sta-
tistics. The remainder came mainly from public
funds, with a small proportion from philanthropy.
Of the total estimated expenditures for personal
health care, private health insurance met 24 per-
cent in 1969, and 23 percent in 1968,
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