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Dewing fiscal year J97.2 the Nation spent about 
$72 billion for perso9tal Weallh care. Persons un- 
der age 19 accounted for about one-stxth of this 
amount; those aged 19-64, a little less than three- 
fifths; and those aged fi5 and over, slightly more 
than one-fourth. The effect of Ihe economic sta- 
bilization propwm was felt as spendZng for each 
age group registered ita Zozc%est increase in several 
years. dfos2 medical bills lvere paid for by third 
parties-gocernmeni, private health insurance, 
philanthropy, and industry. Tb.ird parties paid 
more than 60 percent of medical costs for persons 
under age 65 and more than 70 percent for those 
aged 65 and over. Average out-of-pocket payments 
for those under age 65 amounted to about $102; 
for the aged, they reached $276. 

SPENDING FOR MEDICAL CARE-how 
much, for which type, and who pays-differs by 
‘pge. This article analyzes’ these differences for 
three broad age groups-the young (under age 
19), the intermediate group (aged 19-64)) and 
the aged (65 and over). Data are presented for 
each fiscal year from 1969 to 1972, with revisions 
of previous estimates through fiscal year 1969.l 
Summary highlights for fiscal year 1972 2 reveal 
that: 

-the Kation spent $71.9 billion for personal health 
care in fiscal year 1972, of which 16 percent was 
spent for the young, 57 percent for persons aged 
19-64, and 27 percent for the aged 

-the average medical care bill for an aged person 
reached nearly $1,000, compared with $358 for a per- 
son in the intermediate group and $147 for a youth 

-the effect of the economic stabilization program 
was felt as spending for each age group registered 
the lowest increase in several years 

*Division of Health Insurance Studies, Offlce of Research 
and Statistics. 

* For detailed data on fiscal years 1966-68, see Barbara 
S. Cooper and R’ancy L. Worthington, “Medical Care 
Spending for Three Age Groups,” Social Security Bulletin, 
May 1972. 

*For a description of developments in fiscal year 1972 
for all age groups, see Barbara S. Cooper and Nancy L. 
Worthington, “National Health Expenditures, 1929-72,” 
Social Security Bulletin, January 1973. 
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-the youth, “whose 1972 expenditures increased at 
only half the rate of the preceding year, experienced 
a sharp decline in occurrence of respiratory illnesses 
(their major disease category) 

-public funds financed one-fourth of personal health 
care spending for the two younger age groups and 
two-thirds for the aged 

-the average hospital bill for an aged person was 
more than 10 times that for a youth and nearly 
triple that for persons in the intermediate group: 
for physicians’ services, his bill was nearly four times 
that for a youth and double that for the remaining 
group 
-third parties (government, private health insur- 
ance, philanthropy, and industry) paid the major . 
share of an individual’s medical bills-more than 
three-fifths for persons under age 65 and seven-tenths 
for the aged 

-despite the increase in the third-party share, aver- 
age out-of-pocket payments for aged persons ($276) 
were $10 higher than the 1971 amount 

-for persons under age 65, average out-of-pocket 
payments ($102) remained the same as in 1971 ’ 

-Medicare’s share of the aged’s health bill (42 per- 
cent), down slightly from earlier years, was the same 
as in 1971. 

EXPENDITURES IN 1972 

Total national spending for personal health 
care amounted to $71.9 billion in fiscal year 1972 
(table 1). Personal health care expenditures in- 
clude all expenditures for medical care services 
and supplies received by individuals. Excluded 
from this figure are expenditures for medical re- 
search) medical-facilities construction, public 
health activities (disease prevention and control), 
and some expenses of philanthropic organizations 
(mainly for fund-raising activities). Also ex- 
cluded is the net cost of insurance-the difference 
between health insurance premiums and benefits 
paid-as well as the administrative cost of several 
government programs. 

Of the $11.9, billion total in 1972,16 percent was 
spent for persons under age 19, 57 percent went 
for persons aged 19-64, and 27 percent for persons 
aged 65 and over. These overall proportions con- 
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TABLE l.-Estimated personal health c&e expenditures, by type of expenditure and source of funds for three age groups, fiscal 
years 1969-72 

[m mIllions] 

Type of expenditure 
. 

All ages Under 19 19-64 65 and over 

Total Private Public Total Private Public Total Private 1 Public Total- 

1969 

Total ___.~~.~.~~~~~.--. $52.057 $33,346 $18,711 33.397 $6.287 82.110 $29.825 322.681 $7.144 $13,336 34.330 19,457 ~~___--~-~~~~ 

Hospltal care _____._._.._.___. ::.3$ 10,499 11,857 2,045 1.137 008 13,761 6,550 Physicians’ services ._______.. 
9,160 I “$g Dentists’ services. _ _..__. ____ 3:821 3,589 2.834 2,667 “iti 6,610 

ym; 
2:bFY 

“% 
2,487 

E f ;*:i 
m :z “% ‘ki ;;i 269 26 

Other professlonal services.. . 1.292 1,;; E 175 Drugs and drug sundries..... 1,521 1: Eyeglasses and appliances . . 1,;;; 145 

Nursing-home care __.________ 
Other health services .___.___ 6:: _.-___- ““. 

ii %i! 

‘308 2% 

375 13;; 

2,;;~ 
654 1.*3! 

697 1.118 715 17 227 

Total ____: _____________ $59.101 138.549 $20,552 32,372 $33,796 38,065 $15,710 
-- 

5365; ;.;g 

101 ‘306 

12 
291 

1,6& 

2,431 
269 

325,730 

l$;;; 

2:869 

s10.115 

6.212 
1.9;~ 

101 

la: 
1.377 

272 

1,755 
1,195 

460 

1,061 
294 
79 

E 

:: 
767 

Hospital care ______...___..___ 
Physicians’ services _._.____._ 

:.9$ 

Dentists’ services ___._____.._ 
Other professional ServlceS. ._ 

$23& 

Drugs and drug sundries..... 7:057 
Eyeglasses and appliances.... 
Nursing-home care ..__._ ___._ ‘2% 
Other health services ._..._._. 2:375 

1971 

f 
Total.‘__._.--_.-_ ( $37,218 $28.078 $65,670 $42,455 $23,215 1 $10,755 1 $8.040 $2.714 $9.136 $17,699 $6,334 $11,366 

Hospital care ___.__.__....__._ 3.149 1,802 6,335 

Physicians’ services ____._____ 

f’$;5$ 

4:637 

xx 

Dentists’ services ._.._..___._ 4:402 

y;; 

‘235 
1,oBo Ei 

. y; 
% 

) 125 ‘330 ‘2% 31 

Other professional services... 1.542 1,341 201 2z 324 235 Drugs and drug sundries..... 7,506 6.888 518 1,565 2:: 

Eyeglasses and appliances.... 1,822 1,666 

1,::; 

408 Nursing-home care _____._____ “2.28; 1,309 ’ 
Other healthservices ____._.__ , Mx) 1.886 

7:: 
_ ____ 

2. 3:: _ 2,;; 1,2:; 1.56: 
914 - 229 

1972 

$3.221 1 $40,664 1 $30,084 1 $10,571 I’ $19,753 1 36,737 1 312,966 Total .__....--..------. $71,862 $45.105 326.757 $11,459 38,236 
----- 

Hospital care ___.______.__..._ 
Physicians’ services .__.___.__ 

15.267 17,193 y5: 1.904 
12.430 3,720 3,172 

Dentists’ services ___._____.__ 
Other professional services. _. 

4.771 z4 1:110 1,026 
1,427 364 314 

Drugs and drug sundries-.-.. 
Eyeglasses and appltances..:. 

7,340 :; 1,553 

care..-: .__.-.- :% 

‘A$ 

Nursing-home 
Other health services ____. __._ ‘540 

2,130 “ii 
2,537 8sY _______” 

19.169 
_ ;A~ 

‘927 

:% 
‘438 

1,719 

?E 
‘% 

1,580 
431 

1.285 
20 

1,649 

“ii 

: 

2 
889 

I f  

form to spending patterns established in recent 
years. As shown in the tabulation below, the 2’7- 
percent share spent for the aged far exceeded 
their share of the population (10 percent) because 
they have more frequent and costlier illnesses and 
thus use more medical care services. 

The average personal health care outlay for the 
total population was $340 (table 2). For ‘the aver- 
nge aged person, however, the bill was nearly 
$l,OOO-almost seven times that for a youth and 
about triple that for a person in the intermediate 
age group. 

Personal health care expenditures increased 9.4 
percent in 1972-the lowest annual percentage in- 
crease in 6 years. This deceleration was in part a 
result of the economic stabilization program initi- 
ated in -August 19iIs The effect’of the economic 

* For a discussion of the effects of the economic stabili- 
zation program on health care spending, see Barbara 8. 
Cooper and Nancy L. Worthington, op. cit., January 1973. 
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Percentage distribution 

Age 
Health ‘ 

expenditures I 
Populatton 

All _.---_-._.____.-_.-_--.- - -*---.-- 
+d& 19 ___..........__._._.-----------.- 

____..-..._._..._..--.----.-----..-.. 
65 and over .-._.._.__-_-__.-.--.-..------- 

100 0 100 0 

3 3.6” 
27.5 0.5 
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control on prices was felt’ among all age groups, as 
the rate of increase in spending for each age 
category was the lowest in several years. 

The rise in expenditures was greatest for the 
aged-11.6 percent-compared with 6.5 percent 
and 9.2 percent for the young and intermediate 
age groups, respectively. The unusually low in- 
crease for the youngest group does not simply re- 
flect the,impact of the economic stabilkation pro- 
gram but is also a result of a decrease in utiliza- 
tion discussed later in this article. 

Source of Funds 

For the population as a whole, the largest part 
of the personal health care dollar comes from 
private sources. In fiscal year 1972, private funds 
financed 63 percent of personal health care out- 
lays; Federal, State, and local governments con- 
tributed the remainder. For each of the three age 
groups, however, the proportion made up by each 
source varied substantially. For the two younger 
groups, public funds accounted for slightly more 
than one-fourth of their 1972 expenditures. In 
contrast, two-thirds of the health care expendi- 
tures of the aged were paid from public funds 
(chart 1). 

Within total government spending, the mix of 
Federal and State-local funds differed among the 
age groups served (table 3). The Federal Govern- 
ment was the chief source for all age groups, con- 
tributing two-thirds of total public medical care 

’ outlays. For the aged, as the tabulation below in- 
dicates, four-fifths came from Federal funds- 

Percentage dlstdbutlon 

Age 
Total 

I %%i? 
Rate and 

local funds 

Allages..-.--..-....-.--------- loo 0 663 33.7 

Under 19.. ___________________________ loo 0 3 . 42.1 19-64. -----_-__ __-_ ______________.__._ :E ;$2” 

65 and over ___________________________ 80’8 iii 

mainly the Medicare program and the Federal 
matching contribution under Medicaid (Federal- 
State medical assistance). For the intermediate 
group, about half was contributed both by the 
Federal Government and by State and local gov- 
ernments. For those in the youngest age group, 
nearly three-fifths came from Federal funds, pri- 

CHART l.-Percentage distribution of expenditures for 
personal health care, by source of funds ana age group, 
fiscal year 1972 

UNDER 19 
$11.5 Billion 

19-64 
140.7 Billion 

.65 AND OVER 
$19.6 Billion 

.:.:.:.:.>::. 

lzl 
sggg; Public Private 

lizzzl 

marily Federal payments under Medicaid and 
expenditures under the military dependents’ medi- 
cal care program of the Department of Defense. 

Expenditures for the young.-During 1972, 
$11.5 billion was spent for personal health care 
services and supplies for persons under age 19, 
with $8.2 billion (72 percent) from private 
sources. Public expenditures for young persons ac- 
counted for the remaining $3.2 billion (table 4). 
Most of these funds came from public assistance 
payments under Medicaid (40 percent), from the 
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TABLE 2.-Estimated per capita 1 personal health care expenditures, by type of expenditure and source of funds for three age 
groups, fiscal years 1969-72 

Type of expenditure 

Total. __ ______________. 

Hospital care ________________. 
Physicians’ services ______ ___. 
Dentists’ services ____.______. 
Other professional services.. . 
Drugs and drug sundries-.... 
Eyeglasses and appliances..-. 
Nursing-home care __________. 
Other health services ________. 

Total ____..___________. 

Hospital care ________________. 
Physxians’ services _________. 
Dentists’ services ___________. 
Other professional services.-. 
Drugs and drug sundries..... 
Eyeglasses and appliances.... 
Nursmg-home care __________. 
Other health services. _______. 

Total. _ __ __. .________-. 

IIospital care ________________. 
Physicians’ services _________. 
Dentists’ services __________-. 
Other professional services. _. 
Drugs and drug sundries..... 
Eyeglasses and appliances.-.. 
Nmsing-home wre ___.____.., 
Other health services-... ____. 

Total. _ __._____ ____.__ 

Hospital we ________________, 
Physiaans’ services _________, 
Dentists’ services ___________, 
Other professional sersices. . . 
Drugs and drug suudnes.... 
Eyeglasses nud apphances.... 
Nmsmg-home care ._________ 
Other health services ________ 

- 

.- 
1969 . , 

$83 13 $253 61 $162.46 $91.16 1 $111.03 1 $27.90 $270 76 $205.90 1 $6486 $710 22 ) $224 80 ( $485 42 

108 91 51.15 57.77 
2: 

15 03 12.01 45.97 330 17 

Ed :7” ii 
13.07 

llI68 tzt :: ii 
‘2% 127.64 :“3% 

304.04 
83.97 

6.29 5132 
1.13 

.97 4 08 3.46 162 “i ii 
E 

:a1 
15.14 13 81 1.33 
13.91 8.98 4.93 

“i% 
29,88 1.69 33: 45 32 14 

8.24 ,25 ?ii ?:E ::: 
i:i: “:Z 

‘:E :9”:2”6s ::.ci 
7.49 

-15 
12 01 3.71 

2 05 2: 
.82 .45 .37 

10 03 9.22 ______.___ 9.22 10.15 3.66 E ‘%i ““5 :% 

$284 98 

125 03 
64.84 
20.41 

6 68 

“?!I Yi 
13’79 
11.45 

- 

-- 

- 

$185 88 

62 67 
49.78 

;19,43 
5 67 

31 89 

E 
2 22 

- 

-- 

- 

$99 10 

62 36 
15 06 

.98 
1 01 
2 14 

.28 

: kl: 

I _- 

- 

$125 61 

19io 

$94 66 1 $31.04 1 $303 60 1 $231.14 1 $72.45 1 $799.25 ) $284.64 1 $514 60 
-dp’pI--p I  

19.71 13 88 ‘E 2 %i 50 84 381.21 
38 33 :: ii 

2::: aKi 

11.49 :60 26.68 
‘% 

3 76 6.85 ‘E 
‘2: 

.57 14.80 ‘g”: p”: x 
%:ii a89 

::i 

35.89 10 08 “9” 2 

1:02 

39” 85.83 19.79 x 9.b; 

.37 2.20 123.68 ._-_____-_ 10.04 1;:: 3.98 7.68 14.70 53:g 
:% 

1971 

$313 39 $202 60 $110 i9 $139 34 $104 17 $35 16 $330 81 $249 57 $81.21 $891.14 $318 92 $572.28 
---e---F--_______ 

140 10 
;a4 

El “4: 71 15 40 80 23.35 17.45 155. ‘38 ix 56 31 436 03 72.25 :zi 
21.01 16 1.12 35 46 13 71 31 42 12.27 08 4 1.04 63 73.65 29.16 28.05 z: 150.00 16 62 57.75 15.05 1:as 

7.36 6 40 .96 4 79 4.24 .50 7.54 0.92 :62 16 31 11.83 4 48 
“i 2 “:il 18 4.11 94 17.98 ,14 .96 37.95 35 10 87 14 208 $46 t:: :: 20 78 80 M 10 .!20 62 

6 25 2.39 9.42 1 06 “2 .78 “i ii 4.; E 140 48 “E :E 9.00 9 63 _________. 9.63 12 39 . 12.54 

1972 

- $146 86 ( $105 55 1 $41.28 1 $358.25 ( $265 10 ( $93 15 ( $081.42 $337.21 $644,21 

153 38 72 14 
76 31 58.73 

--z-F--- 45.54 24 40 21.13 168 92 104 60 64.33 22 4OJ. 65 
45.64 40 65 4.Y8 79.63 6Y 38 10 25 107.72 

23.74 22 54 
7 82 6.74 

‘E * 14.23 13.15 1.08 “% “i: :i 1.21 16.10 1.69 
1.08 4 67 4.02 .64 .71 13 37 4.72 

37.37 9.62 3;;;; 2 69 19 97 18.90 1.06 40 02 37.76 2.26 2:: 78.50 ll:;i .36 4.31 4.14 .17 .53 21.41 

16.54 6 47 14.77 2.55 ; ; , !g 1.13 .28 .85 % ii 10.62 4.: 3.30 147.81 63 84 % 11.39 -______.__ 11.39 15.15 10.67 25.74 .9Y 

1 Based on January 1 data from the Bmesu of the Census for total U.S. 
population (including Armed Forces and Federal civihan employees over- 

military dependents’ medical care program (24 
percent,), and from the general hospital and medi- 
cal care programs (13 percent). The remaining 
public outlays came from maternal and child 
health care programs, school health, medical voca- 
tional rehabilitation, and Office of Economic Op- 
portunity programs (mainly neighborhood health 
centers). 

Of the total public spending for the young, $1.9 
billion (58 percent) was spent by the Federal Gov- 
ernment and the remaining $1.4 billion by State 
and lbcal sources. almost half the State and local 
expenditures came from the Medicaid program. 

seas and the civilian population of outlying areas). 

Expenditwes for the intermediate age group.- 
Total personal health care expenditures for per- 
sons aged 1%64 amounted to $10.7 billion in fiscal 
year 1072. Private sources contributed ‘74 percent; 
public sources paid 26 percent. Again, the largest 
share of public funds came from Medicaid-31 
percent of the $10.6 billion total. Payments under 
general hospital and medical care programs- 
primarily in State and local mental hospitals- 
followed with 24 percent, the Veterans Adminis- 
tration with 16 percent, and the Department of 
Defense with 13 percent. 

Public funds were almost equally divided be- 
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tmeen Federal and other government sources. The 
two largest Federal programs for the intermedi- 
ate age group are those of the Veterans Adminis-’ 
trakion nnd the Department of Defense (including 
the care of military dependents). These programs 
together accounted for $7 percent of the total 
Federal share. 

Close to half of State and local government ex- 
penditures was for hospitnl care provided for 
their residents through the operation and mninte- 
nance of government-owned facilities and through 
payments to private facilities. The tinjority of 
these outlays is spent for psychiakic hospital care, 

a function trnditionslly assumed by State and 
local governments. 

Expenditures for the aged.-The health care 
financing of the aged differs significantly from 
that of both younger groups. Public funds con- 
stituted 66 percent of the $19.8 billion spent in 
behalf of the 20 million elderly in fiscal year 19’72. 
Since the implementation of the Medicare and 
Medicaid programs in the mid-1960’s, government 
has become the primary purchaser of medical care 
se&ices for the aged population. Expenditures 
under Medicare and more than one-third of those 

TABLE 3.-Estimated public personal health care expenditures, by type of expenditure and source of funds, for three age groups, 
fiscal years 1969-72 

[In mm0ns1 

I All ages I Under 19 I 19-m I 65 and over 

w’m-1 Total Federal yi$ 

1969 

Type of expenditure 

Total .________.________ $18,711 $12,290 $6,421 $2,110 $1,264 6847 $7,144 $3,437 $3,707 $9,457 $7,690 $1,868 
----P-----P- 

Rospftal care _________________ 11.857 ;. ;fi 4, ii; 908 2: 268 “% 2,291 2,773 6,885 4,770 1,115 
Physleians’ services __________ 26e! 611 
Dentists’ services __________-_ “*iii ‘124 

1.671 
108 ‘ii ii L63B” 2 

Other professional semces-.. 
Drugs and drug sundries..... % :;i 
Eyeglasses and appllanees.S.. 

1.0:: 

I$ 
47 

:: ‘2 ii :: i”o 

!2” 
33 2 

1’4 
4 % 

67 
2 

1:: 
7 

7: 

Nursing-home care.... _______ 236 1:; 113 1,43; 52: 
Other health services ____.____ 1,047 

zi# 2: 
305 

3:: 
715 689 126 227 

% 
74 

Total _.___._.__._____- $20.552 I $13.410 
-- 

Hospital care... .__.__________ 12,932 
Physicians’ services _.________ 3,123 2% 
Dentists’ serpws __.__________ 204 ’ 114 
Other professional services... 210 
Drugs and drug sundries..... 444 iif 
Eyeglssses and appliances.... 
Nursing-home care _______.___ 
Other health services _____.__. 

I,02 
1,228 

-_ 

1970 

$7,142 1 $2,372 ( $1,362 1 $1,009 $8,065 1 $3,921 1 $4,144 $10.115 $8,127 $1,988 
---------- 

4,648 1,061 691 
E 

6,659 2,577 
“%.i ES 

6,015 1,197 
745 294 192 1,681 65 

ii 
79 

31 
37 % “K ’ 24 13 

!z24 ii E 12 i: 
:i 101 

2 
‘B” 

la3 182 91 
13 8 5 

74617 3% 4:: 
2:: 1;; 12 1,37; 
877 714 164 272 

1971 

Total _____.____________ $23,215 $15.412 $7,803 $2.714 $1,578 $1,136 1 $9,136 1 $4,592 
------ 

Bospltal care ____-.______-_ 
Physicians’ services. __ _______ 1;,,“;,” 2,686 840 357 E 116 

9,739 5.171 1.347 487 

Dentists’ services ____________ ‘235 148 87 80 35 
Other profession31 services. __ 

2; 
148 

Drugs and drug sundries..... 2:: 
Et 

Eyeglasses and apphances.... ‘3: 
;; 4; 3: 

Nursmg-home we _._________ Other health services _________ 1.196 7:: 7:: ‘3;; 4; 1,283 603 

I 
I I 1 I I 

I- 

Total _..____________.__ $26,757 $17,746 $0,012 

Hospital cars _________________ 17.1Y3 
Physlciaus’ services __________ 3.720 
Dentists’ servlces.. __________ 
Other professional services. _ _ iit 
Drugs sud drug sundries..... 
Eyegksses and appliances.... 7; 
Nursing-home care _..________ 2,130 
Other hewlth services _________ 2,&37 

yg 

‘165 
166 
303 

1,2:: 
1,763 
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1972 

$3,221 ) $1,864 1 $1,357 
--- 

I  

$10,571 $5,408 

3,451 
451 

94 

Iif 

2% 
1,005 

T -- 
I 

$4,544 $11.366 $9,242 I $2.124 

3,386 7,225 
652 2,011 

42 31 

12 2;: 

1:: 1,56: 
131 229 

-- 
6,930 1,295 
1,“;; 

:I? 

1:: 9: 

9693 599: 
184 46 

$10,475 I $2,491 
-- 

6,755 
“a;$ 

1,“; 

11 

12 10: 

c; 
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$y-z&.-Estimated personal health care expenditures under public programs, by program, for three age groups, fiscal years 

[In millions] 

Program 
‘, 

Total Federal State and local 

I 1969 

Total. _ _________________._.-------..--.-.-----. I $18,711 $2,110 $7,144 $9,457 $12.290 $1.264 $3,437 $7.590 $6,421 I I I I I I I I I $847 I $3.707 I 81.868 
ITealth insurance for the aged .____._.___._____.__---. 
Temporary disability Insurance _..___________________ 
Workmen’s compensation (medlcal benefits).....-.. 
Pubhc assistance (vendor medical payments)-....... 
Oeneral hospital and medical Care. __-__-_._._.____ 
Defense Department hospital and medical care 

(lncludmg military dependents) __._____________-_ 
Maternal and child health services _________._________ 
Schoolhealth..-............---------------.------.-- 
Veterans’ hospital and medical care ____.___.___-____ 
Medical vocational rehabihtation _____-____-______ 
Office of Economic Opportunity _____._.______________ 

-.-e__-e __-_---_ 6.299 6.299 ____-__e ._._____ 6,299 .-mm--.- m-.--.-w .--___-- ________ 
*.e___-_ 
--____._ 8:: 

-“‘jg- e---m--- _-e--e-- -___--__ ._______ 68 __.__ ___ 68 ________ 
17 _--.-_-- 821 

E ::z 1.871 922 2,208 193 347 66 
9:: "--iii- i 858 mYGm 

930 111 26 2:817 215 87 
1,834 

612 1,085 
340 72 m...."". 

1,X& 
i% 

1.085 b2 ----iii- -"-iii- -----Ji‘ _ .__.____ 

225 _______. _______e ___e____ ________ . . ...".'. :::::::: 225 225 --. m::::::: 
______-_ 1,147 269 1,416 ______-_ 1.147 269 

2 :: : 1;6" :i :i : 

-.--- i6 ------ ie ---__ ij- ___.__. i 

_. _. - - _ - - - _ _ _ _. _ -. -. _ _ _ _ - _ _ _ -_ _. 

1970 

Total _..____.___._.______----..--------.--- -_-- 820,552 $2,372 $8,065 $10,115 $13,410 $1,362 $3.921 $8.127 $7,142 81,007 $4.144 I I I $1.988 ~--~~~--I_-~~ 
Health insurance for the aged __.__________.______---. 6,784 ________ ________ 6,784 6,784 _______e ________ 6,784 e___--__ ____e___ ________ ..-Z. 
Temporary disability insurance ______________.___-_.- 63 - _ _ _ _ - _ _ 63 

-----ja- 
_____.__ ________ 63 - _ - _ _ _ _ _ 63 

Workmen’s compensatton (medical benefits)-........ 985 -.--ij,- 949 
” seYii’ 

-‘--i“----- 964 _.______ 923 
_______. 

Pubhc assistance (vendor medical payments)........ 6-W; 2,208 :.;4; ----Yio- 2.507 425 1,103 92 
Oenernl hospital and medical care _______-_______-_-- 3.382 213 2.149 , L 243; 74 1,:;; 40 3,0JQ 140 1.980 979 
Defense Department hospital and medical care 

(including military dependents) ________________-._ 616 1.031 1,760 616 1,011 63 -___--__ --__---- -_____-_ _____.__ 
Maternal and child health services ______.________._._ I,:2 347 84 . . ...“. 196 158 38 ________ 235 183 46 _m______ 
School health _.____._____________.-...-..-----.------ 247 247 -------- -------- -------- .-.._-.* ._._____ 247 247 --__--*- __._____ 
Veterans’ hospital and medical care _______________.__ 

MedIcal vocntioual rehabilitation..:. _____.________ ._ 

1,;;: _.___ ii- l,:Si 268 1.631 ___.____ 1,366 
----iiri‘ 

-e-----v -*_--em- .-____.__-._____ 

107 Office of Economic Opportunity ________________._..__ 127 66 so 1: 127 21 84 19 27 5 21 66 60 .__.-.__ -*_---_- --______ _____._ t 

1971 

Total . . . . . . . . ..‘......-................-...-..-- 323,215 1 $2.714 1 $9.136 1 $11.366 1 $15,412 1 $1,578 1 $4,692 1 $8.242 1 $7.803 1 $1.136 1 $4.544 1 fQ,124 
Health insurance for the aged ___________ 1-L _-_-_-- - 7,4;; __--_- --____ 7,478 7,4i8 ________ _______. 7,478 ________ -_____. -_.____ -___.___ 
Temporary disability insurance _.___________________ - -__.e.e- 68 ----- ----- _------- ______-- 68 - _. _ - - _ _ 
Workmen’s compensation (medical benefits)......... 1,100 
Public assistance (vendor medical payments)-....... 5,Y97 -wi.Gij’ ’ 

;,;5X& ij- ’ ;;- : -:-:-- - - -- 25 ________ 1.075 _____._. 
2,225 1,463 l.lY5 2.775 485 

0eneral hospital and medical care _______.______._____ 3,738 ‘311 2:316 1,111 3,;: E 240 60 3,327 200 
Defense Department hosPltJ1 and med+?al care 

(including military dependents) ___.__.___- ---.- 1,957 685 1,213 1*957 59 __.__m__ ________ 
Maternal and child health services ______________ -_.-- 

:z 2: 

128 . . ...““. 148 % 1.213 47 _---_-_. -~~.-~.-~iii‘ 
81 __ _ _ _ _ __ 

School health __..________________..--.--..--.--. -_.-- ..-.e.ee -.em--_e _-____-_______-- _-_.__-- ____-__- %i 2io -__.-_._ ___.____ 
Veterans’ hospital and medxbl care ___-_____.-..-- -- l&5$ 

-----ii- 
1,421 4$5 1,854 433 ____-___ --__-__- -e---e_- -_-_____ 

Mechcnl vocational rehabilitation... ___.___-._~~~~ -- 127 
O&x of Economic Opportunity _____-_-__._-. ----- 187 Yl 82 1’4 

130 --“--~- 1,;;: 7 2d 
187 2 89 1: . . ...““. ________ __-__-__ . . . . . ..~ 

1972 

T&al .________.________-_.--.-----------.------ $26,757 

Health insurance for the aged _._._.___.____-_-- ------ 8,364 
Temporary disdbihty insurunce _._.______.-_----. -- 
Wolkmen’s compons&Ion (medicA benefits)......... 
Puhhc awstance (vendor mediwl payments)........ 

i,$ 

Oeneral hospital and medical care _______.___: ._-_-- -- 41236 
Defense Department hospital and medlwl we 

(includmg mllltery dependents) ____________________ 2,188 
Maternal snd child health services __~~~__*-~~~~------ 4LJY 
School health .__._______-____.___-----.-.--..-------. 2Y5 
Veterans’ hospital and me&al cJLe ___________-._ ---. 
iUed.c~l vocational rehabflitatlon. .___._.____.- -----. 

2,::: 

Ot!tce of Lconom~ Oppoltuuity __.____._____-_--_---- 177 

$3,221 ~$10,571 [$12,966 ($17,746 
---- 
__._.__. -----j;- _ 8,364 8,3tM 
.--e-.-m me-- ij- 
.-i-s‘ 1,157 

*.--es ji, 

'4w 
3,310 2,713 3,050 
2,578 1.234 446 

766 1,357 2.188 
340 15Y ..-“k 235 
a5 __--.-_- -_---*---__---_, 

_.___ ib- 1,705 5dO 2.x55 
140 143 

81 85 1; 177 
I I I 

$1,86I 1 $5,408 lalO.475 ( $9,012 ( $1,357 1 $5,163 
------ 
________ ________ 8.3154 ________ _______- -~~~-ii 
_-___--_____-_-.__--_--- 74 __-_--_- 
-______. 

IIs4 
30 ______.. 1,170 ---‘ijj- y& 

1,;;: 1,458 
140 

;*;g 
41 , 283 2:314 

:: 
1,357 66 ___-____ -_--__-_ .___-_-. 

75 ---__--- 204 180 
_____--_._.__--. -------- i&5 2Y5 2’ 
-‘---Jo 1.105 

112 
“j: _--__ j;- --.-__-- -__- ---. 

7 
81 83 13 _.--_~~-~~~~__-~ -2 

under Medicaid were for aged persons. Together must pay monthly premiums (matched by coutri- 
these programs were responsible for more than butions from general revenues) to obtain medical 
85 percent of the $13.0 billion expended for the insurance coverage. In fiscal year 1972, persons 
aged out of public funds in 1072. enrolled under the supplementary medical insur- 

All Medicare benefit payments are classified ante program paid a monthly premium of $5.60. 
here as public expenditures, even though enrollees Total premium payments for that year, excluding 
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t.hose paid by Medicaid in behalf of indigent en- 
rollees, amounted to $1.2 billion. If t.hese pay- 
ments were classified as private outlays, the public 
share of the aged’s health expenditures would be 
reduced from 66 percent to 60 percent. 

closely with 15 percent. The latter represents only 
about 1 percent of the outlays for persons in ,the 
tn-o younger age groups: In contrast, spending for 
other professional services accounted for 13 per- 
cent of health spending, for the youngest group 
but only 4 percent for the aged, as shown below. 

Type of Expenditure 

In fiscal 1972, hospital care was the largest item 
of expenditure, representing 45 percent of all per- 
sonal health care outlays. This item continues to 
be one of the fastest-growing categories. The 
second largest item was physicians’ services, ac- 
counting for 23 percent of the total. Following 
were drugs and sundries (11 percent), other pro- 
fessional services (9 percent), nursing-home care 
(5 percent), and all other services (7 percent). 

The proportion of total health outlays spent for 
each type of service varies according to age. For 
the two older age groups, hospital care is over- 
whelmingly the largest, item of expenditure, nc- 
counting for nearly half of the total. For young 
persons, almost. identical amounts were spent for 
hospital care and physicians’ services, each repre- 
senting one-third of the total. 

For young persons, expenditures for physicians’ 
services have clearly represented the largest share 
of the total in recent years. In 1972, homever, the 
aggregate amount spent for this purpose declined 
1.2 percent; on a per capita basis, the drop was 
even greater-2.3 percent. These decreases fol- 
lowed a dropping off in the total number of phy- 
sician visits by young persons for services under 
the major illness category for that age group- 
respiratory ailments (such as colds or bronchitis). 
Data from the National Disease and Therapeutic 
Index indicate that visits to physicians by young 
persons for respiratory-related illnesses declined 
from 73.1 million in fiscal year 19’71 to 68.4 million 
in fiscal 1972. This decrease, together with the 
slowdown in physicians’ fee increases brought 
about by the economic stabilization program, led 
to the drop in expenditures for these services. 
Both factors also contributed greatly to the rela- 
tively low 1971-72 rise in total expenditures (6.5 
percent) for the youngest age group. 5 

For the aged, expenditures for physicians’ serv- 
ices was the second largest category, with 18 per- 
cent of their health bill going for this purpose in 
fiscal year 1972. Nursing-home care followed 

I Age 
Type of expenditure 

All 
YP W-64 65 and 

ages OVW 

--pm 

Total _______________.______ loo. 0 100 0 100 0 1000 
---- 

Hospitill CWP ____________________ 45 1 al 0 47.2 49.3 

Physicians’ servkes ______________ Other professional services _-.__. 2? 5 31 1 22.2 % 

Drugs and drug sundries ________ 
1~:~ 12.8 11.0 

13 6 11.2 9.2 
Nuning-home care ___.______-__ 
Other health services ____________ 7.2 10.; ::; 

15.1 
4.6 

In fiscal year 1972, expenditures for a new 
category of care- services in intermediate care 
facilities (ICF)-were added to the Medicaid 
program and to the personal health care total.” 
Classified as “other health services,” spending for 
this purpose affected mainly the aged. 

The different types of expenditures are financed 
in various ways. More than half the expenditures 
for hospital care, for example, was publicly fi- 
nanced in 1972. For ‘young persons, the public 
share was 46 percent; for persons in the inter- 
mediate age group, 38 percent; and for the aged, 
85 percent. The high proportion for the aged was 
chiefly a result of the $6.0 billion that was spent 
for hospital care through Medicare furids (72 
percent of all Medicare expenditures). 

Public financing of physicians’ services 
amounted to nearly one-fourth of the total. For 
the two yomlger groups, slightly more than 10 
percent of the physician’s bill vas met by ‘public 
funds; for the aged, government contributed over 
60 percent. 

For all other types of expenditures, the public 
share of the total for all persons was also one- 
fourth. For the young it was 27 percent; it was 
17 percent for the intermediate ages and 40 per- 
cent for the oldest group. 

The average amount spent per person for each 
,type of expenditure varies widely with age. :The 
hospital care bill for a person aged 19-64 wEis 

‘With the assumption of ICF payments by Medicaid 
in January 1972, outlays for this purpose hare been in- 
cluded with health expenditures. Previously, ICF ex- 
penditures were excluded since they were then financed 
through cash assistance programs. 
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more than three and one-half times that for a 
youth; his average amount for physicians’ serv- 
ices was about one and one-half times that spent, 
for a youth. Average hospital care expenditures 
for the aged \I-ere more than ten times those for 
the young and close to three times those for the 
intermediate group. For physicians’ services, the 
average outlay for an aged person was nearly four 
times that for a youth and more than double that 
for a person aged 19-64, as shown below. 

Per capita expenditures 

Age 
Total Hospital Physicians’ All 

care SerVlCeS other 
-- 

All ages ___________.___ $340 $153 

I------- 

$76 $111 
-- 

UnderlQ.-...........-.----- 145 
19-64...............--.-.-... 

“BK 
1;: il 1:; 

65 and over __________________ 484 177 320 

TRENDS 

In the 6 years since Medicare and Medicaid be- 
gan operations, spending for personal health care 
has nearly doubled. This growth, however, differs 
significantly from year to year and from age 
group to age group. Changes in the use of health 
services, improvements in medical technology, 
population increases, and public spending policies 
help determine the growth rates of health spend- 
ing. These factors vary for each age group. In 
addition, increases in prices for medical care have 
a significant impact on overall annual growth 
rates and may also affect the age groups differ- 
ently. 

In 1972, personal heakh care expenditures rose 
9.4 percent, the lowest annual increase in 6 years. 
For all of the age groups, the growth rate was the 
lowest in several years, but the extent of this 
deceleration varied. For the youth, health spend- 
ing rose 6.5 percent-about one-half the rate of 
the previous year. Part of this decline in the rate 
of increase was due to the impact of the economic 
stabilization program on medical care prices, but 
in large part the rate simply reflected the fact that 
the young had a healthier year. As discussed 
earlier, the decrease in the respiratory illness 
category was substantial for this age group. 

For the intermediate and oldest age groups, the 
growth rates in health care spending dropped 
just slightly from the previous year-from 10.1 

to 9.2 percent for those aged 19-64 and from 12.7 
to 11.6 percent for the aged. Annual rates of in- 
crease in expenditures are shown, by age, in the 
following tabulation. 

Fiscal year 

- 
1967 _______ _________ __ 
1968 ____-__ _______-__-. 
lQ6Q _________--_---_-- 
1070 ___--__-___-_---_- 
1971_________________ _ 
IQ72 _________ _________ 

i 

* Data not available. 

Sotirce of Funds 

Total 

ii.: 
12 4 
13 6 
11.1 

94 

- 
I 

Annual percentage lncrease 
--- 

Under age 65 

Total 1 Under 19 

12 0 

1: 9 
13 6 
10 6 
8.6 

“‘9 8 

1; 3” 
12 1 
6.5 

/- 

-- 

Aged 
65 and 
over 

21.2 
21 1 
14.3 
13.5 
12 7 
11.6 

The most significant trend in recent years has 
been the shift in the source of medical care funds. 
With the implementation of Medicare and Rledi- 
caid, the government’s share of personal health 
cart has risen considerably-from 22 percent in 
1966 to 3’7 percent in 1972. 

Xearly all of the shift from private to govern- 
ment spending since 196G has been in the financing 
of health care for the aged. Medicare assumed a 
significant portion of the expenditures formerly 
made by the private sector. As a result, the private 
share dropped from 70 percent in 1966 to 34 per- 
cent in 19’72. The fact that by itself h1edicare spent 
more in 1972 than the total amount of the health 
bill of the aged in 1966 is a measure of its impact. 
hledicaid, too, spends substantial amounts on the 
aged. In 1972, this program spent more than $2.7 
billion on the aged poor by financing their hiedi- 
care health insurance premiums and paying other 
health bills not met by hledicare. 

Despite hiedicareb large outlays, its portion of 
the health bill for the aged dropped in recent 
years -from 46 percent in 1969 to 42 percent in 
1971 and 1972 (table 5). This decline in hfedi- 
care’s share is the result of a variety of factors. 
The most significant drop in hledicsre payments 
has been for extended-care facilities, which are 
included hero in the nursing-home category. Be- 
ginning in fiscal year 1970, controls on the use of 
extended-care facilities were tightened and pay- 
ments for extended care declined in 1971 and 1972. 
‘In 1969, Medicare spent $367 million for extended 
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TABLE 5.-Fstimatvl amount and perc.ccr)tw= distribution of personal health care expenditures for the aged, by type of expen- 
diture and source of funds, fiscal years 1969-72 

Type of expenditure 
Total 

Amount (in millIons) 

Public 
Private 

Total Medfcare 1 

Percentage dlstrlbutlon 

Publie 
Total Private 

Other Total Medicare 1 Other 

1969 

Total _______________--__. 

Hospital care..-...-----------. 
Physicians’ services- __ ______-. 
Dentists’ services _____________. 
Other professional Services..... 
Drugs and drug sundries...... 
Eyeglasses and appliances. _. _. 
Nnrsing-home care ________-__, 
Other beftlth services ___._____. 

Total ________________ ___, 

Hospital care _________________ 
Physicians’ services __________, 
Dentists’ services __________-__ 
Other professional services.... 
Drugs and drug sundries. _ _ _ _ 
Eyeglasses and appliances. ___ 
Nursing-home care ___________ 
Other health services __.______, 

Total ___________________. 

Hospital care _________________. 
Physicians’ services- _ _ _ __ ____ 
Dentists’ services _____________, 
Other professional services-... 
Drugs and drug sundries-.---. 
Eyeglasses and appliances..--. 
Nursing-home care ___________, 
Other health services _________ 

Total ___________________ 

Hospital care _________________ 
Physicians’ services __________ 
Dentists’ servxes. ____ _ ______ 

, Other professional services-.+. 
Drugs and drug sundries.-. __ 
Eyeglasses and appliancesS... 
Nursing-home care ___________ 
Other health services _________ 

$13.838 I $4.380 I $9,457 I 36.299 I 63,158 I 100 0 I 31.7 I 68 3 I 45.5 I 22.8 

’ 6,550 665 5,885 :%i 1,677 loo 0 10 2 289 65 8 24.1 
z&35’ 851 124 60 8 5.0 

271 E? 

1,636 26 ___-___: _-_- 100.0 100 0 

1:: _.__-____ ““. :: 

“9::: 

:tsJ iti 3f.i 
-_-__._ ios- 

1,521 13; 9.6 _____._._a__ i; 

375 3 - - _ _ - _ - _ - _ - _ 

14i 

1w 0 .8 --*-_-.-_--- :a 
2,095 “E 1.439 367 1,072 100 0 88.7 17.5 51.2 

244 227 29 198 loo.0 
“Z 

93.0 11.9 61.1 

1970 

115.710 ( $5,593 $10.115 ( $6,784 83,331 ( loll 0 1 35.6 644 43 2 21.2 

7,493 1,281 
;,;g ’ 

4,555 
1,;;; 

ml 0 17.1 82.9 
24” 

a.1 
2,824 678 1,820 Km 0 31.1 68 9 4.5 

E % 101 24 ____________ 87 :: :: : 92 2 
~~~~~.~--~-- 

29.9 1.: 

1,687 1,505 182 _.__-__-___. ‘“i 100 0 k!; $E .-e-e--m__-. 389 386 3 - _ _ _ - _ _ _ - - -. 1w 0 

:;:z 6.9 -.-m-ivi 10:7 

‘“ii 

2,;;; 1.0:: 1.;;; 290 31 1,;98; 100.0 loo 0 ii:: 
I  

1971 

1972 

$19,753 $6,767 $12.966 $8.364 $4.602 loo 0 34 4 65.6 42.3 23.3 

9,738 1,493 8,245 6,017 100 0 15.3 61.8 22.9 

3,553 1,385 2,166 2.003 

2,;;; 

1w 0 
Ei 269 324 34 34 

* 
_ - - _ _ - _ _ _ - - - 100 loo.0 0 

E 

i!: 0’ 

“:“. Ilg:! 

2% -__-____. ““. 2: 
73 9 26 9: 1 5 _______ 22.5 

1,811 Mm; 190 0 87.2 1;:; --_---_-._-- 1% 
436 5 _---_--_ 1QQ 0 98.9 .__-wm_meee- 

2,975 1.285 1,690 iis 1.47: 199 0 43.2 4z 
518 20 498 43 455 loo 0 39 

~~:~ iti 
87.8 

1 Includes premium payments under the supplementary medical insurance program. 

care-nearly 18 percent of the nursing-home bill 
for those aged 65 and over. By 1072, the Medicare 
outlay was $216 million and its share of the bill 
had dropped to only 7 percent. 

Medicare’s share of expenditures for physicians’ 
services for the aged has also declined. In lI)GD, 
Medicare’s contribution was 61 percent; in 1072, 
it was 56 percent. Part of the reduction is the re- 
sult of tighter regulations for reimbursement of 
charges for physicians’ services. Another factor 
is the decrease in the proportion of claims for 
which physicians have accepted assignment. 

When a physician accepts assignment, he ac- 

cepts Medicare’s determination of a reasonable 
charge and the patient is only billed for the unmet 
part of the annual $50 deductible plus 20 percent 
of the remaining amount. If he does not accept 
assignment, he can charge more than Medicare’s 
‘%easonable charge” and the patient must make up 
t,he difference. In fiscal year 1060, the net assign- 
ment rate (exclusive of hospital-based physicians) 
was 61.0 percent. In 1971, it had dropped slightly 
to 60.0 percent, but by 10’72 the net assignment rate 
was only 56.4 percent. 

Another contributing factor in Medicare’s de- 
creasing share of the total health bill for the aged 
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TABLE 6.-Community hospital utilization and expenses, by age group, fiscal years 1969-72 

Fiscal year amounts 
Item 

1969 I 1970 1971 

Number of admissions (in thousands) _________________ 
Under age 65..-.-..-....--.--.---------------------- 
Aged 65andover-..--...........------------.------- 

Number of patlent days (in thousands) ________________ 
Underage65-.................--------------.------- 
Aged 65 and over ____________________________________ 

Ez% 
78: 048 

Average length of stay (days) __________________________ 
Underage 65..................--.------.------------ 
Aged 65andover......-..-.-.-.--------------------- 

% 
13.22 

Total expenses (in millions) ___.____.__________________ $18,693 
Expenses per patient day ________________._____________ I $:!E $80 70 

231,643 
153,0io 

78,573 

% 
12:iQ 

Source: “Hospital Indicators,” Nospit&, midmonth issues. 

in recent years relates to hospital care. The hos- 
pital bill for this group includes outlays for care 
not covered or partially covered by Medicare. 
Medicare, for example, has a lifetime limit of just 
190 days of coverage in a mental hospital. In fiscal 
year 1969, Medicare paid 66 percent of the hos- 
pital bill for those aged 65 and over. In 1970 and 
1971, this proportion had dropped to 61 percent 
and although it increased slightly in 19’72 (to 62 
percent), it did not reach the 1969 level. pne fac- 
tor affecting the decrease in Medicare’s share of 
the hospital bill is the drop in the average length 
of stay for aged persons. 

6 and chart 2). Most of the recent growth in third- 
party payments is due to Medicare and Medicaid, 
especially ‘in the financing of health care for the 
aged. 

In 1969, the average length of s&y for the aged 
in community hospitals was 13.22 days. By 1972, 
it had dropped to 11.95. days,.a decline of nearly 
10 percent. Since the aged individual is rekponsi- 
ble for a hospital deductible roughly equivalent’ 
to 1 day of care, his proportion of the bill goes up 
as the average length of stay goes down. 

Third-Party Payments 

Not all private payments come directly out of 
the consumer’s pocket. Private health insurance, 
philanthropy, and industry (through industrial 
in-plant services) help reduce these direct pay- 
ments. Together with government, these third- 
party payers finance a substantial share of health 
expenditures in the Nation. Included in third- 
party payments ire t.he premium payments made 
under private health insurance or under the sup- 
plementary medical insurance part of Medicare. 

In 1966-the year before Medicare and Medi- 
caid began-third parties paid less than half of 
the health bill for those aged 65 and over. Six 
years later their share was more than seven-tenths. 
Most of this increase was in the public share, 
which rose from three-tenths to two-thirds. The 
private health insurance share, both in absolute 
and relative terms, has declined. In 1966, it was 
$1.3 billion, or 16 percent of the total ; in 1972, it 
was $1.1 billion, or 6 percent. , 

In per capita terms, third-party p&yments for 
aged persons have more than tripled in 6 years- 
from $206 to $706 (chart 3). Nevertheless, the aver- 
age out-of-pocket payment for the aged person 
has grown, from $234 to $276. Increased use of 
services and improvements in the quality of care, 
as well as spiraling medical care prices have af- 
fected total outlays to the extent that the 2%per- 
cent direct-payment share of the average 1972 bill 
is $42 more than the %-percent direct-payment 
share of the bill in 1966. 

In 19’72, third parties financed 65 percent of 
personal health care outlays, a sizable increase 
from 1966 when their share was 48 percent (table 

For persons under age 65, third parties play 
a lesser role, financing about three-fifths of the 
personal health care expenditures. Private health 
insurance is the major third party, paying more 
than one-third of the total bill. Government’s 
share is about one-fourth. The roles of both pri- 
vate health insurance and government (mainly 
because of Medicaid) have been increasing since 
1966, when third parties contributed only about 
one-half the health bill of the nonaged population. 
In 1972, total outlays for this group ,went up, but 
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30,312 
23.966 

6,346 

:z% 
78: 938 

;:z 
12.44 

$21,418 
$91.37 

T- 
1972 

232,892 
153,587 

79,305 

7.63 
6.38 

11.95 

$23,925 
$102 73 

Percentage change fmm preceding year 

1970 1971 1972 

4.4 1.3 

3":: :.: 

1.8 -0.6 

2 
-1.2 

05 

r;,j -24 -2.0 -2.0 -1.7 
-32 -2.0 -3.9 

17.1 :i.i 11.7 
15.1 12.4 



CHART Z.-Percentage distribution of exDenditures for personal health care, by source of funds and age group, fiscal 
years 1966 and 1972 

ALL ACES 

Third 

party 
payments 

UNDER A6E 65 

1966 1972 

Jzzl Direct payments 

1966 197 

AGED 65 AND OVER 

1966 1972 

LESS 
1 

Government 

THAN 
% 

.*. 
III $iis Private health insurance II Philantropy and Industry 

as a result of the increased third-party share, the 
average out-of-pocket payments ($102) did not 
change from the previous year. 

Type of Expenditure 

Hospital care continues to play an increasingly 
largsl role in the overall health bill. From 
1969 to 1972, hospital care increased as a propdr- 
tion of total expenditures for each age group. The 
increase was especially marked for the youth, 
where it registered a rise of 6 percentage points. 

The greater share of the health bill taken by 
hospital care is not surprising in view of the sub- 
stantial rise in hospital costs in recent years. As 
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table 7 shows, expenses per patient day in com- 
munity hospitals rose from $70.13 in 1969 to 
$102.73 in 1972. Although the annual growth was 
stemmed slightly during 1971, the yearly increase 
for the past 3 years still averaged 13.6 percent. 

Per Capita Amounts 

The recent rise in personal health care expendi- 
tures is the result of several factors: population 
growth, increased prices, increased per capita use 
of services, and improved and more costly treat- 
ment methods. By examining expenditures in 
terms of per capita amounts, the population- 
growth factor can be eliminated. For each of the 
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y’;6L;z.-Amount and percent of expenditures for personal health care met by third parties, for two age groups, fiscal years 

1 1 1 Third-party payments 

Fiscal gear Total Direct 
payments 

I I 

Total Fe%F Government 
Phila~;tpy 

insurance industry 

All ages 

- 

- 

- 

- 

- 

‘;y~ 
15’711 
16Ii85 
18,635 
19,441 
10,620 

61.1 
48.1 

ii:: 
42.9 
40.6 
37.6 

275.90 

63.2 
W.8 
26.4 
26.6 
2Y.4 
2Y.B 
28.1 

- 

- 

- 

s;;. ‘55; 

27:424 
31,741 

ix: 
46:792 

ER 
13;. 91 

::2:2 
195.64 
221.10 

:i% 
16:205 
18,711 
20.55? 
23,215 
26.767 

$14 91 $30.69 
46 45 61.95 
51.38 79.72 
69.47 91.16 
09.46 9Q 10 

%i ::B”: :; 

21.8 

E 
35 9 

2: 
37.2 

Under age 65 

%*E 
18: 611 
21,437 

Ei 
32: 833 

$7,627 
8,755 
9,786 

x: 
lb:805 
17.800 

$;;.;; $42.31 

100’62 “6: i?; 
115.39 61.56 
131,83 71 98 
150 42 83.34 
170 19 93.26 

Aged 65 and over 

- 

- 

- 

$5,432 
6,815 

XE 
10:437 
11.850 
13,792 

$30 13 

:Ei 
41) 81 
55.60 
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CHART 3.--Per capita expenditures for personal health care, by source of funds and age group, flscal yeare 1966 and 
1972 

UNDER AGE 65 AGED 65 AND OVER 

1966 $441 

$272 1972 $981 

$5 $72 $93 $102 $276 

Direct payments 

three age groups, per capita expenditures for per- 
- sonal health care still showed a sizable growth 

between 1969 and 1972, as table 2 indicates. In that 
period, the increase in per capita expenditures for 
persons in the two younger age groups averaged 
9.8 percent a year; for persons aged 65 and over, 
it was 11.4 percent yearly. 

In past years, this series presented per capita 
outlays adjusted for price change to determine 
the “real” increase in expenditures that resulted 
from greater utilization and improved techniques. 
The medical care component of the Consumer 
Price Index (CPI) was used to measure prices, 
with hospital care having by far the largest 
weight of all the components in this measure. Cost 
increase rather than price rise is a more appropri- 
ate measure for hospital care (hospital reimburse- 

$56 $644 $5 

lizzzl Government 

ment is often on a cost-reimbursement basis), but 
in past years costs and prices rose at similar rates. 
In fiscal year 1972, however, prices grew at a 
significantly, lower rate than costs. 

Since hospital care, as a proportion of total ex- 
penditures, varies by age group, the use of the 
CPI so heavily .\veighted by the inappropriate 
hospital measure would have skewed the effects. 
If, for example, the growth rates for the age 
groups were equal, the aged-for whom hospital 
outlays represent nearly half the total-would 
show a larger “real” increase than the youth, 
whose hospital outlays are only about three-tenths 
of the total. As a result, it is misleading to cal- 
culate constant dollars by age for fiscal year 1972 
using the medical care component of the CPI as 
a price deflator. 

EULLETIN, MAY 1973 


