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Preliminary estimates of the Nation’s health 
spending in fiscal vear 1973 and data on past 
trends are presented in thts annual article. In 
flscat year 1973 health spending reached an esti- 
mated $94.1 billion, averagang $441 per person; 
health outlays increased at the lowest rate in 
several years, 11.0 percent, an& remained at. their 
1372 proportion of the gross nation& product- 
7.7 percent; private spending for health rose 10.1 
percent-alzghtly faster than in the previous year; 
publtc spending for health wa8 up It.5 percent- 
contiderably slower than in the previous year; 
Me&care outlays had their lowest annual increase 
in Ihe program’a history-Y.5 percent; third parties 
paid an estimated 65 percent of the individual’8 
personal health btll, with the government’8 share 
58 percent and that of private health tn8urance 
26 percent; and direct out-of-pocket payments in 
1975 amounted to $132 per person, $3 more than 
in the previous year. 

HEALTH SPENDING in the Nation reached 
$94.1 billion in fiscal year 1973, according to pre- 
liminary figures.l Thus, , the average amount 
spent per capita for health purposes was $441- 
nearly !$41 more than the amount in the previous 
year (table 1). The 1973 health outlays were 11.0 
percent higher than they were a year earlier-the 
lowest rate of increase in several years. The gross 
national product (GNP), on the other hand, had 
its highest growth rate in a number of years- 
10.9 percent. As a result, for the first time since 
the 1950’s both measures registered similar rates 
of increase and health expenditures remained the 
same proportion of GNP as in 1972-7.7 percent 
(chart 1). 

The data reported here for fiscal year 1972 
represent a significant change from that reported 
in the January 1973 BULLETIN article. Expendi- 
tures for 1972 now are estimated at $84.7 billion 
instead of $83.4 billion. More up-to-date infor- 
mation shows that expenditures for several cate- 
gories were underestimated. As a result, fiscal 

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

1 For comparable data on a calendar-year basis, see 
Barbara S Cooper, Nancy L. Worthington, and Paula A. 
Piro, National Health Expenditures, Calendar Years 
1929-78 (Research and Statistics Note No. 3, Office of 
Research and Statistics, 1974 
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year 19’72 health expenditures amounted to 7.7 
percent of GNP instead of the previously re- 
ported 7.6% percent. 

EXPENDITURES IN FISCAL YEAR 1973 

The $94.1 billion health bill for 1973 is a func- 
tion of the price of goods and services, use of 
services, supply of facilities and personnel, axid 
developments in medical technology. Each of 
these factors changes at a varying rate for each 
type of expenditure. 

Hospital care continues to be the largest item 
in the Nation’s health bill-$36.2 billion in 1973, 
or 38 percent of the total (table 2). It is also the 
most expensive item, since 1 day of care now 
costs more than $100 per patient in community 
hospitals. 

In recent years, price has been a major factor 
responsible for the growth in hospital expendi- 
tures. With the establishment of the economic 
stabilization program on August 15, 1971, 
wage-price controls were imposed on most sec- 
tors of the economy. Halfway through fiscal year 
1973, these controls were lifted on all but the 
food, construction, and health industries. ‘Al- 
though fiscal year 1973 prices for hospital care, 
as measured by the consumer price index (CPI) 
of the Bureau of Labor Statistics, were held , 
down somewhat, they do not adequately reflect 
hospital care costs. The only applicable CPI 
measure that has been consistently available for 
hospitals is that for semiprivate rooms, which 
represents charges for room and board only and 
excludes all ancillary services and supplies.2 The 
index for semiprivate rooms rose 9.4 percent in 
fiscal year 19’72 and only 5.0 -percent in fiscal 
year 1973. 

Although hospital charges may have been held 
down somewhat in 1973, hospital expenses per 
adjusted patient day, as reported by the Ameri- 
can Hospital Association, continued to rise. Since 

2 Beginning January 1972, the Bureau of Labor Statis- 
tics added seven ancillary charges and developed a com- 
posite index for hospital service charges. Comparable 
data are not available for earlier periods. 
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TABLE l.-Aggregate and per capita national health expenditures, by source of funds, and percent of gross national product, 
selected fiscal yearn, 1928-29 through 1972-73 
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1 Preliminary estimates 

most financing is on a cost-reimbursement basis, 
either under government programs or by insur- 
ance companies, hospital expenses per adjusted 
patient day are a more appropriate determinant 
of expenditures than charges. In fiscal year 1973, 
the expense per adjusted patient day in commu- 
nity hospitals rose 9.3 percent, nearly double the 
CPI figure for semiprivate room charges. This 
growth rate is, nevertheless, the lowest in many 
years. Just one year earlier this measure had 
risen 11.8 percent, and in 1971 it had registered a 
13.1 percent gain. 

Most of the rise in hospital expenses has been 
in nonpayroll costs-rent, interest, depreciation, 
equipment, supplies, etc. In fiscal year 1973, non- 

’ payroll expenses per adjusted patient day roso 
12.2 percent, compared with a 7.1-percent in- 
crease for payroll expenses. 

Tho second largest expense category is 
physicians’ services. Growing rapidly in resent 
years, outlays for the services of physicians are 
estimated to have increased 8.5 percent in fiscal 
year 19’73 to reach $18 billion. Current data on 
gross receipts of physicians in private practice 
are not yet available from the Internal Revenue 
Service. Expenditure estimates for fiscal year 
1973 were basod on price and utilization changes. 
The price of physicians’ services, as measured by 
the CPI, rose 2.6 percent. Utilization also in- 
creased because of a flu epidemic. In addition, 
there is some evidence that physicians now tend 
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Since community hospital costs rose 9.3 per- 
cent overall in fiscal year 1973, it is not surpris- 
ing that outlays for all hospital care grew 10.7 
percent. Spending for hospital care, including 

mental and long-term care, reached $36.2 bil- 
lion, $3.5 billion more than in the previous year. 
The rise in costs accompanied by a slight in- 
crease in utilization-l.3 percent more patient 
days in community hospitals-accounted for 
nearly all the growth. Additional data on hospi- 
tal utilization and expenses for community hos- 
pitals, which account for more than three-fourths 
of hospital expenditures, are shown in the tab- 
ulation in the next column. 

I I 1 
Number or amount in year 

$9,721 
11.610 
13,697 
15,965 
18,669 
y$ 

28:589 

I Percentage change from preceding year 

1967-... 
1966-..- 
1969---- 
1970.... 
197L.-. 
1972-..- 
1973.,.. 

- _ - _ _ - _ - _ 
-2.4 
-2 5 
-1.3 
-1.3 

18 4 
19 0 
16.6 

:: ; 
11:7 
11.1 

1 Adjusted to account for the volume of outpatient visits 
Source “Hospital Indicators ” Hosprtala, midmonth Issues, and unpub- 

lished data from the American hospital Association. 
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CHABT l.-National health expenditures and percent of gross national product, selected fiscal years 1950-73 
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to charge for their telephone visits-a service 
previously considered free. The $18 billion esti- 
mate may be conservative, however, in light of 
the fact that private insurance payments to phy- 
sicians jumped 12 percent in calendar year 1972. 

“Expenses for prepayment” is the fastest 
growing category of expenditure, although it is 
relatively small. This category represents the dif- 
ference between premium income and benefit ex- 
penditures of private health insurance organiza- 
tions. Calendar-year data for 19’72 (the latest 
available) show that such expenses increased 47 
percent, the second largest rise ever recorded. 
Premium income rose 14 percent, but benefit pay- 
ments went up only 10 percent.3 

3 For more information on private health insurance, 
see Marjorie Smith Mueller, “Private Health Insurance 
in 1972: Health Care Services, Enrollment, and Fi- 
nances,” pages 20-40 in this issue of the Bulktin. 
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Source of Funds 

Although the private share of the health care 
bill has always been larger than the public share, 
the latter had been increasing steadily since fiscal 
year 1966. In 19’73, however, the respective shares 
remained unchanged : three-fifths private, two- 
fifths public. Spending from private sources in- 
creased 10.1 percent, compared with 12.5 percent 
from public funds. In fiscal year 1972, the pri- 
vate growth rate had been somewhat slower (9.1 
percent) while the public growth rate at 16.8 
percent was considerably faster. 

The government contribution to the Nation’s 
health bill is financed by Federal funds and by 
funds from State and local governments. Before 
1967, both sources spent about the same amount. 
In thr past few years, however, the addition of 
Medicare funds and expansion of other federally 



financed programs have raised the Federal share 
to about two-thirds of the public total. In fiscal 
year 1973; Federal spending grew 12 percent 
while State and local spending increased some- 
what faster (14 percent), as shown below : 

Fiscal 
Yew 

1966 --______ 
1887 _-______ 
1988 __-__-__ 
1089 -____-__ 
1970 ________ 
1971________ 
1972 ___.---- 
1873 _______. 

Private expenditures for health represent, for 
the most part, payments made by private con- 
sumers or by private insurers in their behalf. 
These consumer outlays amounted to $51.9 billion 
in 1973, about $5 billion more than the total in 
1972. 

Included in the remaining private expendi- 
tures are philanthropy, amounts spent by indus- 
try for maintenance of in-plant health services 
(classified under “other health services”), ex- 
penditures made from capital funds for expan- 
sion, renovation, or new construction of medical 
facilities, and outlays for research by private 
foundations. These expenditures totaled $4.6 bil- 
lion in fiscal year 1973. 

The type of service purchked differs with the 
source of funds. About three-tenths of the pri- 
vate health money was for hospital care; more 
than half the public funds went for hospital 
care. Similarly, nursing-home care accounted for 
less than 3 percent of private expenditures but 
represented almost 5.9 percent of the public out- 
lays. The proportion spent for medical research 
was also smaller in the private sector-O.4 per- 
cent, compared with 5.5 percent in the nonpri- 
vate sector. 

In contrast, only 2 percent of the public medi- 
cal care dollar was spent for drugs, compared 
with 14 percent of the private dollar. About 36 
percent of the private health dollar purchased 
services of health professionals-doctors, den- 
tists, nurses, and other medical personnel ; only 
12 percent of public funds were spent for these 
services. 

The above analysis of expenditures by source 

of funds classifies all of the Medicare outlays, in- 
cluding premium payments by individuals, as 
public expenditures. This classification conforms 
with that of social insurance in the Social Secu- 
rity Administration social welfare expenditure 
series, where all outlays under various govern- 
ment programs, including those financed through 
employee contributions, are treated as public 
outlays.4 

Critics of this classification system claim that 
it understates the private share. In fiscal year 
1973, premium payments by individuals (exclud- 
ing those paid by Medicaid) accounted for 11.7 
percent of the $9.5 billion Medicare total. If 
these premium payments were classified as pri- 
vate expenditures, it would raise the private 
share of national health expenditures from 60.1 
percent to 61.3 percent. 

The estimated source of funds for Medicare 
outlays in fiscal years 1971-73’ is shown below 
for both hospital insurance and medical insur- 
ance. 

Source of funds 1 1971 

Total Medicare expenditures (in 
millions) .--_____________.___------. 

Percent from- 
Payroll tax.. ____________________--------, 
Premiums paid by enrollees. ____________, 
Premiums paid by Medicaid ____________, 

, Oeneral revenues. _________ a _____________. 

Hospital Insurance expenditures (in 
millions) ___________________ _______. 

Payroll tax --_-__------___-____----------. 
General revenue ____________________----. 

Medical insurance expenditures (in 
millions) ____________________------. 

Percent from- 
Premiums pald by enrollees _____________. 
Premiums pafd by Medicaid ____________. 
Qeneral revenues _________________ _______. 

$7.876 0 38,819.2 $9,478.0 

59 2 
13.6 

4: 

$5,692.4 

1972 1073 
-- 

E ::.i 

4:: 1::: 

$6.276.5 $6.341.1 

451-i 44 4 

48’8 I I 2: 
% 
50.1 

1 Excludes small amounts transferred from the railroad retirement account 
and from interest on investments 

Expenditures Under Public Programs 

The government at all levels spent $34.0 billion 
for health services and supplies in fiscal year 
1973. Marc than $22 billion or 65 percent came 
from Federal sources; the remainder came fro& 
State and local sources. ’ 

Each governme-nt program is listed in table 3, 

4 See Alfred M. Skolnik and Sophie R. Dales, “Social 
Welfare Expenditures, 1972-73,” Social Security Bulletin, 
January 1974. 
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along with the amounts spent in fiscal years funds, and those by both. (These programs and 
1971-73 for the various types of health services their outlays are the same as those currently re- 
and supplies. The Federal and the State and ported in the annual social welfare expenditures 
local sources of funds are distributed separately article of the &JLLETW.) 5 

to distinguish between those programs financed 
solely by Federal funds, those by State and local 5 Alfred M. Skolnik and Sophie R. Dales, op. cit. 
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TABLE 2.-National health expenditures, by type of expenditure and source of funds, fiscal years 1970-71 through 1972-73 
[In mllllonsl 
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-- 

61,925 
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7 
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2:: 
4:231 

2.963 220 
2,743 

971 -_-__-_____. 
3.260 2,743 

1971-72 

$84,710 $51,319 $46,952 $22,064 Total-..-..-.-_---.--------------------------------.------------~ 
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Hospital care ________._______________________________------ _ _______ 
Physlclans’ services ________________________________________-------- 
Dentists’servlces-.--..--...--------------------------------------- 
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Drugs and drug sundrles 2 ________________________________________- 
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?G 
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Health services and supplies ________________.._______ _ ________ _ ______ 
Hospital care ______________________ _ .__.___________________________ 
Physlolans’ services ________________________________________-------- 
Dentists’servIces....-...........................------------------ 
Other professional services. ________________________________________ 
Drugsanddrugsundriess _____________._______________ _ ___________ 
Eyeglasses and sppliances......-.--....................----~------ 
Nursing-home care ____________________.--- ._______._._ _ ___________ _ 
Expenses for prepayment and admlnlstratlon.... __________________ 
Government public health activities. ______________________________ 
Other health services ________________________________________--.--- 

.----_----- _ ___- _-----. 

.___-__---- 931 

.- _-__-__- - 

.- -_--_--_- 
“,$g 

.- _-__ - _--- 2.282 

Research and medical-facilities construction.... ______________________ 
Researcht......-...-.--.....-------------------------------------- 
Constructlon........---------------------------------------------- 

Public1 
f 

owned facilities. _____________ _ __________________________ 
Private y owned facllltles _____________ _ ___________.______________ 

6,455 
1.850 
3,605 

2.E 
.- __-_____- .__________ I------i;isi’ 

I 

1 1 Preliminary estimates. f Research expenditures of drug companies Included in drugs and drug 
sundries and excluded from research expenditures 
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Expenditures for health services and supplies 
in 1973 were $3.8 billion or 12.6 percent more 
than in 1972-b& nearly $800 million less than 
the rise from 1971 to 1972. Almost two-thirds 
of this year’s increased public spending came 
from three programs : Medicaid (medicat assistc; 
ante), general hospital and medical ca ‘e, an 
Medicare. The largest increase, almost a third of 
the $3.8 billion rise, represents additional spend- 
ing for vendor payments under public 
assistance-essentially Medicaid. With outlays 
reaching $8.9 billion in 1973, this program now 
finances more than a fourth of all public outlays 
for health services and supplies. 

Payments under Medicaid, the second largest 
public program, were about 15 percent higher in 

19’73 than in the previous year. A substantial 
portion of this increased spending resulted from 
payments to intermediate-care facilities (ICF). 
For the first time, a full year of payments for 
intermediate-care facilities appears as a reim- 
bursable item under Medicaid. Before January 
19’72, payments for this type of service were 
made by cash assistance programs. Intermediate- 
care facilities provide institutional health serv- 
ices to persons who require more than custodial 
care but less intensive care than that provided by 
a hospital or skilled-nursing facility. 

As Medicaid outlays for fiscal year 1972 in- 
clude ICF payments only for the last half of the 
year, the 1973 spending increase is somewhat 
overstated. Vendor payments for health services 

TABLE 3 -Expenditures for health services and supplies under public programs, by program, type of expenditure, and source 
of funds, fiscal yean 1970-71 through 1972-73 

[In millions] 

Program and source of funds 
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Defense Department hospital and medi- 

5,049 9 

cal care (including military depend- 
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Maternal and child health services.-..-- 
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455.3 
School health ___________________________ 320 0 
Other public health activities ___________ 
Veterans’ hospital and medical care I---* 
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Medical vocational rehabllitatlon--.._-_ 
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Office of Economic Opportunity ________ 152 4 
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Maternal and child health services...--.. 
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Temporary disability insurance (medi- 
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Workmen’s compensation (medical 
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1,340 0 
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Maternal and child health services---.-. 
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See footnotes at end of table 
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other than ICF care rose only about 8 percent. 
Similarly, when ICF payments are omitted from 
total public spending, the 12.6-percent increase 
for 1972-73 falls to about 11 percent. 

Nearly one-third of Medicaid’s 1973 outlays 
was spent for ICF and nursing-home care-both 
less expensive alternatives than hospitalization. 
Vendor payments for skilled-nursing facility 
care rose 6.3 percent in 1973. In contrast, spcnd- 
ing levels for hospital care remained about the 
same. 

Medicare is still the largest government health 
care program. In 1973, Medicare outlays totaled 
$9.5 billion and financed 28 percent of the public 
health bill. Although reimbursements under the 
program continued to grow, this year’s payments 

represent the lowest annual increase in the pro- 
gram’s history. By initiating price controls at 
the intermediary level, Medicare was able to 
monitor rising charges for medical bills and thus 
to hold overall growth at 7.5 percent. 

With rising hospital expenses restrained 
throughout the fiscal year through wage and 
price controls on the health industry, hospital 
care reimbursements under Medicare reflected 
these efforts. In 1971, before institution of the 
economic stabilization program, Medicare hospi- 
tal outlays rose 16 percent; in 1973, they rose 10 
percent. 

Increases in Medicare reimbursements for phy- 
sicians’ and other medical services were ‘held at 
4.4 percent, about half ‘the growth of 1972. Price 

TABLE 3 .-Expenditures 
of funds, 

for health services and supphes under public programs, by program, type of expenditure, and source 
fiscal yearn 1970-71 through 197%73-Continued 

[In milhonsl 

Program and source of funds 
Physi- Den- Other Drugs “z,“n’t”- Other 

Total Hospital clans’ tisw 
%%- 

g:iii-s Nhyy- 
anddrug and ublic health “Et?*? 

care FXViCeS serPiccs sundries appll- care R ealth sQrvlce3 tion 
services awes wtivlties 

1971-72 

Total--....-...--.-.-------------- $30.202 2 
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Workmen’s compensation (medical 
benefits) 3 _____________________________ 

Public assistance (vendor medical pay- 
1.215 0 

ments)s___________________ _ __________ 
General hospital and medical care ________ 

7.751.6 

Defense Denartment hosnital and medl- 
4,353 4 

cal care iincludlne mihtarv denend- 1 
ents) de _ ___________________ ~-~~~~~ ____ 

Maternal and child health services.-.---. 
School health ___________________________ 
Other public health activities ___________ 
Veterans’hospital and me&al care de---- 
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Offlee of Economic Opportunity ________ 

2,341 0 
495 3 
295 0 

2,272 7 
2,255 6 

179 2 
155 9 
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See footnotes at end of table 
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TABLE 3.-Expenditures for health services and supplies under public programs, by program, type of expenditure, and source 
of funds, fiscal years 1970-71 through 1972-73-Cun~inued 

[In millions] 

Program and source of funds 

Oovom- 
Hospital ;iE!- Den- Other 

%Zi 
Drugs $%s N;Frn2g- ment Other 

Total care tlsts’ anddrug and ublic health Alz!!- 
services services scrvlcev sundries spp& care R, 81th services tion 

anccs actlvltles 

197&71 

Health insurance for the aged 1) ________ 
Temporary &ability irsurance (medl- 

cal benefits) 8 _________________________ 
Workmen’s compensation (me&al 

benefits) * _____________________________ 
Publ!c as&tanca (vendor medical pay- 

ments) I- _____________________________ 
General hospital and medical care..-..--. 
Defense Department hospital and medi- 

cal care (lncludlcg military depend- 

Total ______________ _ ______________ 

7,675 0 

68.4 

1,095.o 

p;.; 
* . 

ents) 4 ____________ _________ ____ I ______ 
Maternal and child health services------ 
&ho01 health ___________________________ 271.9 
Other public health activities ___________ 
Veterans’ho’;pltal andmedical care (----- 

1,698 4 

Medical vocational rehabflItatIon....... 
I,;;;.! 

Office of Economic Opportunity ________ 187:2 

Federal __________________ _ __________ 16,661.3 

Health insurance for the aged * I- _ ______ 
Workmen’s compensation (medical 

7.875.0 

benefits) ____ _ _________________________ 25 1 
Public assBtance (vendor medical pay- 

ments) 2 ______________________________ 
General hospital and medical care-....-- 

3,373 9 
413 6 

Defense Dewdrtment homital and medi- 
cal care (including military depend- 
ents) (-------------------------------- 

Maternal and child health services.----. 
1,;;; ; 

Other public health activities ___________ 677.6 
Veteraos’hospltal and medical care (----- 
Medical vocational rehabilitation......- 

1,;;; ; 

Office of Economic Opportunity ________ 187.2 

Stateandlocal__________________ ____ 8,956 3 

Temporary disabihty insurance (medi- 
cal benefits) 3 _________________________ 

Workmen’s compensation (medical 
68 4 

benefits) 3 _______ L ____________ i ________ 
Public assistance (vendor medical oav- 

l,C69 9 

merits) f ________ 1________ _ ______ C-.1-. 
General hospital and medical careB.-.-..-. 
Maternal and child health services...-.- 
School health ___________________________ 
Other public health activities ___________ 
Medical vocational rehabilitation..-..-. 

14.917.4 

6.290 0 

61.4 
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2,6C2 7 
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- _ - - _ _ _ 
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$3,423 6 

1,859.0 

14.6 
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“27” 

2: s” 
____ ____. 
---_ _ ___. 

14 5 

if::: 
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19.3 
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251.3 
1.4 
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--G-i----- 52 9 241 4 
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837 9 

61 4 14.6 

635 0 460 1 

333 0 
.--_-_-_ _ 

13 5 
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16 7 

$235 2 $201 2 $517.7 a55 7 $1.973.0 $1.696 4 $1,&37.7 $697.8 --- ----- 
_----____ 78 0 _________ _-----___- 223.0 _ -________ 28.0 ae7.0 

-----_-__ 10 .7 .7 --_---____ -_________ .-.: ______ -__-___-__ 

-__- _ --_- 33 6 21.8 21.9 --__---___ __________ ---_----__ _______-_- 

- - - - -  s:F - - - - -  ij-5- _ -____ i:i 

-__-_--__ ----_____- _________ 

-___---__ --_______- _________ 

36.6 _________ _ 32 
___--__-- ____-___-. _________ 

94 39 3 15 0 
--- 

148.4 148.3 276 3 

- - _ _ - - _ _ 1.0 .7 

_ - _ _ - - _ - 32.1 21.4 

83 3 11 1 216 6 
.----i~a- ------ s‘i‘ _ -____ i-i’ 

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

128.6 31 0 / 777.0 i 1,020,s 1 804.6 / 

.7 _-________ -___-__--- --_------_ -__-______ 

21.4 I__________ I_________- I-_________ I__________ 

:::::::::I::::::::::I:::::::::: 

_ _ _ _ _ _ _ _ _ 777.0 __________ 149.9 128 6 
,--------- --------_- __________-_-______-_____-_-__ 

5.6 __________ __________ 182.7 __________ 
._--_-___- -_____-__- _-________ 271.9 __________ 
.-_-_----- ______--_- 

3 3 
1,020 8 __________ __________ 

------ _--- --_-______ __-_- -___- -_-_ _ -____ 

1 Includes prerninm payments for supplementary medical Lnsurance by 
or in behalf of enrollees 

s Includes medical beneflts pald under public law by prlvat;! insurance 
carriers and self-insurers 

9 Includes duphcatlon in the Medlcare and Medlcald amount where pre- 
mium payments for Medicare are pald for by Medicaid for old-age recipients 
and, in some States, for the aged medically indigent 

4 Payments for services outside the hospital (excluding “other health 
services”) represent only those made under contract medical care programs. 

controls that began in August 1971 are primarily 
responsible for reduced payments. The controls 
limited the aggregate increase in physicians’ fees 
to 2.5 percent.6 

It should be pointed out that even if Medicare 
curtails the payment of fee increases, the fee in- 
creases themselves rnay not be curtailed and the 
patient may end up paying the difference. Phy- 
sicians have the option of accepting “assign- 
meni?‘-what Medicare deems reasonable-or col- 
lecting from the patient and having the patient 

in turn collect Medicare’s “reasonable” payment. 
The proportion of physicians accepting assign- 
ment has been dropping steadily in the past few 
years-from 61 percent in fiscal year 1969 to 53 
percent in fiscal year 1973. 

6 Social Security Administration, Bureau of Health 
Insurance, Part B Intermediary Letter No. 7&C?, May 
31, 1972. 

Medicare and Medicaid together pay about 54 
percent of the public medical care bill. A small 
amount of duplication occurs, however, in ex- 
penditures reported by these programs. Medicaid 
expenditures include premiums paid into Medi- 
care’s supplementary medical insurance trust 
fund for coverage under State “buy-in” agrec- 
ments for aged persons who either receive public 
assistance payments or are medically indigent. 

rn 
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To the extent that premium payments into the 
trust fund are subsequently used to reimburse 
supplementary medical insurance services, they 
are counted again. The amount of premiums 
paid by States under such agreements since the 
beginning of the Medicare program follows: 

Fi8caZ Amount 
year (In millions) 
1967 --------------------------------- $32.1 
1903 ----------------__--_____________ 53.0 
1969 _________________________________ 75.8 
1970 _________________________________ 97.2 
1971 --------------------------------- 131.5 
1972 _________________________________ 137.9 
1973 _________________________________ 149.3 

The third largest category of public expendi- 
ture, general hospital and medical care, primar- 
ily represents State and local funds for the 
operation of mental hospitals. This program 
spent $5.1 billion in 1973, up 16.0 percent or 
nearly $700 million from 1972. Unlike expendi- 
tures under Medicare, those for general hospital 
and medical care rose as fast in 1973 as in J972. 

Spending was actually reduced in 1973 for 
three of the remaining government programs- 
temporary disability insurance, maternal and 
child health services, and health activities of the 
Office of Economic Opportunity. Since these pro- 
grams together finance only about 2 percent of 
the total public bill, the slight reductions had lit- 
tle impact on the total spending picture. 

Hospital care received 57 percent of all public 
outlays for health services and supplies. This 
proportion varies among public programs. In 
1973, hospital expenditures accounted for nearly 
all outlays under the general hospital and medi- 
cal care category, 70 percent of the expenditures 
under Medicare, and 68 percent of those under 
the Veterans Administration. Only 15 percent of 
the expenditures for maternal and child health 

1 
services are made for hospital care. 

I 
For physicians’ services, which accounted for 

12 percent of public outlays for health, the dis- 
tribution also varies among the programs. Medi- 

1 care spent 22 percent of its funds on reimburse- 
ments for physicians’ services, workmen’s 
compensation spent 43 percent, and the Veterans 

j Administration less than 1 percent. It should be 
1 
I noted that most of the expenditures made by the 

Veterans Administration and the Department of 
Defense for physicians’ services are included 

with hospital care: expenditures (see Definitions, 
pages 14-19). 

Although government spent more money in 
1973 than in 1972 on all types of health services 
and supplies, expenditures for each type grew at 
different rates. With the exception of funds for 
intermediate-care facilities included in the “other 
health services” category, public outlays for gov- 
ernment public health activities increased the 
fastest-almost 24 percent over the previous 
year. Outlays for dentists’ services and for ad- 
ministrative costs in 1973 increased by 13 percent 
and 12 percent, respectively. Almost all of the 
increased spending for the latter types of ex- 
penditures came from the Medicaid program. 

Government increased outlays in 1973 for med- 
ical research and construction by about $350 mil- 
lion, or 11.2 percent over 1972. The additional 
construction expenditm-es went to privately 
owned facilities only. 

TRENDS IN HEALTH EXPENDITURES 

Since the mid-1960’s, the grokth rate for total 
health expenditures has averaged more than 10 
percent a year-a high rate by any standard. 
This rapid growth has brought health spending 
from $39 billion in fiscal year 1965 to $94 billion 
in fiscal year 1973 (table 4). 

Health spending increases are the result of the 
interaction of a ‘number of factors, including 
population growth, increases in per capita use of 
services, and rising costs and prices within the 
health industry. In addition, technological devel- 
opments in such breas as equipment and drugs, 
along with improved treatment procedures, intro- 
duce higher costs. Such technological advances 
have been numeroils and significant, particularly 
in recent years. 

In general, however, the specific impact of 
each of the factors affecting the increase in 
health expenditures varies. The most stable of 
these factors is population, which has grown 
about 1 percent a year over a long period. As 
table 4 indicates, population growth has had rel- 
atively little effect over a period of time. For 
1960-7& for example, per capita health expendi- 
tures rose from $142 to $441-an average annual 
increase of 9.1 percent. This rise is only slightly 
less than the lOA-percent annual rate for aggre- 
gate expenditures estimated for the same period. 



y;7m&.-Aggregate and per capita national health expenditures, by type of expenditure, selected fiscal years, 1928-29 through 
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994 9 51 

4 39 4.92 
9 83 11.M 

'EZ 
9'59 

19 49 
8 85 

IO 64 

38,083 r5,mQ $94,070 Total. ____________ ______________ $3,589 

Health services and supplles ________ 
Hospital care-. ______ ______________ 
Physldans services _______________ 
Demsts’ services -_-__-__________- 
Other professlonsl services ________ 
Drugs and drug sundries __________ 
Eyeglasses and applisnoes. ________ 
Nursing-home care. __________ _____ 
Expenses for prepeyment and ad- 

3,332 
651 

E 

% 
131 

mfnistra~lon.. _________________ 
Government public health sctivi- 

ties ________ _ __________________ 
Other health services ______________ 

8f 
.- 

N 

- 

- 

3: 
_- 

- 

2,788 
731 
744 

:2 
471 
128 

---L-- 

91 

‘ii 

58 
__-_-- 

68 

3,729 

2: 
402 
173 
624 
180 
28 

161 

155 
92 

134 

13; 

$28 83 

27 83 

::z 
306 
1.29 

:ii 
21 

1.20 

1 16 
.69 

‘E 
.98 

16,392 
6.689 

xz: 
'552 

2,282 

E 

E 
744 

103 76 

i: iz 
21 75 

8 72 
3 30 

1; it 
1.7; 

3 62 

2 30 
5 36 

5 62 
1.16 
4 45 

Es; 
13:456 
4,233 
1,386 
7,111 

4:Et 

2,105 

1,437 
2,776 

5,015 
1,846 
3,169 

328 17 

10 16 

6 93 
13 38 

24 17 
8 00 

15.28 

10,175 
zQ,300 
15,086 
4,637 
1.616 

:*iz 
3:212 

2,383 

1,698 
2,819 

360 94 

I34 00 
139 83 
72 00 
22 13 

7 24 
36.28 

9 17 
15 33 

11.37 

8 10 
13.45 

2603 
8 83 

17.20 

4,198 

2,811 
4,624 

2E 
4:231 

101 

El 

Research and medical-facihties con- 
5truct10n ______- -_____- -___-__ ___ 207 

Research-.--........------------*- ----ioj. 
Construction. --_---_-----____-__-- 

211.56 

‘Z :: 
44 54 
14 40 

5 73 
25 28 

6 58 
7.07 

7.26 

3 67 
8.14 

?% 
9'66 

- 

$1 -- 
1 

- 

- 

$2 _- 
i 

- 

$441.18 

410.65 
.l69 77 

E.~~ 

4E 
9'89 

17.52 

19.69 

13 18 
21.69 

:z ii 
19 84 

141 63 1Qi 75 

132 35 

ii 

1: : 
4 11 
263 

181 34 
66 87 
42 74 
13 87 

5 03 
23 63 

5 85 
6 46 

4 42 

2.19 
6.91 

6 27 

Ei 

9 28 

iit 

16 41 

i% 

Total ___________________________ $29 16 $22 04 
-- 

Health services and suppks ________ 
Hospltsl care-. ___________________ 

2; $ 
“E 

Physicians’ services.. ____________ _ 8 08 5 76 
Dentists’ services _________________ 3 87 2 31 
Other professional services _______ 2 01 1 16 
Drugs and drug sundries __________ 
Eyeglasses and appliances... _____ _ 

; g 
“2 

Nursing-home care ________________ ____ I--. _______ 
Expenses for prepayment and ad- 

mini!4trat10n __-_______________ - .82 -70 
Government public health activi- 

ties-...--........-.----.------ 
2: 

.87 
Other health servkes ______________ .49 

Research “d medical-fadhties con- 
struct1on. _______-____________--- 

I I 

1.68 .45 
Research __________________________ ~--i-es- _______ 
Construction ______________________ . 45 

1 Based on January 1 data from the Bureau of the Census for total U 8 
population (including Armed Forces and Federal civllian employees over- 

seas and the chIlian population of outlying areas). 

Annual changes in per capita use of services ularly for the most recent years, would be inac- 
depend upon changes in such factors as the in-’ curate. As noted earlier, the hospital component 
cidence of disease, treatment procedures, and ac- of the CPI does not adequately reflect cost. In 
cess to care. An exceptionally widespread out- addition, the weight assigned to the hospital 
break of influenza such as the one that occurred component is too small. Hospital care outlays 
during the winter of 1972-73, for example, can represent 45 percent of personal healt,h care ex- 
lead to a significant increase in the average num- penditures yet. the weight in the medical care 
ber of physician visits per person. iudex is only 27 percent. 

Price increases for different types of services 
can vary by several percentage points from year 
to year. These rises are influenced both by devel- 
opments within the health industry and by the 
state of t.he ec.onomy in general. 

In the past, in order to determine the effect of 
inflation, the series on national health expendi- 
tures has presented per capita personal health 
expenditures in constant dollars. The basis for 
converting the amounts was tile medical care 
component of the consumer price index. This 
analysis has been omitted, however, because it 
was felt t.hat the resulting “real” increase, partic- 

Finally, the rate of technological change is 
also somewhat. variable. It is the combined effect 
of all the above fa.ctors that produces the rise in 
health spending, and fluctuations in these rises 
result from variable rates of change in any or all 
of the factors. 

THIRD PARTY PAYMENTS 

Private Health Insurance 

I3encfit payments under all types of private 
health insurance plans exceeded $20 billion in 
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fiscal year 1973, rising 10 percent from 1972. 
Health insurance benefits, however, have differ- 
ing impact by type of service, as table 5 and 
chart 2 illustrate. Three-fifths of all benefits were 
for hospital care, by far the most widely covered 
medical expense. Another third of the benefits 
were for physicians’ services, chiefly because of 
the extensive insurance coverage of surgical serv- 
ices. Combined insurance coverage and govern- 
ment spending meant that individuals, on the av- 
erage, had to pay directly only $53 out of their 
$254 hospital and doctor bill. 

Other non-hospital-associated services were 
generally not as well covered by private health 
insurance. For dental care and out-of-hospital 
drugs, private insurance paid only about one-six- 
&enth of the total bill, allocating 4 percent of 
total benefit expenditures for these items. The re- 
maining fraction of health insurance benefits 
financed some vision care, private-duty nursing, 
nursing-home care, and other services, but the 
impact on the total bill for these other types of 
care was insignificant. 

Trends 

When private health insurance payments are 
combined with those of government, industry, 
and philanthropy, the effect of third parties on 
personal health care financing can be seen. Per- 
sonal health care outlays represent all outlays 
for health services and supplies except expenses 
for prepayment and administration, government 
public health activities, and amounts spent by 
private voluntary agencies for fundraising and 
administrative services. 

During the past two decades the rapid growth 
of third-party payments has been the most note- 
worthy development in the area of personal 
health care financing. In the 23 years since 1950, 
the proportion of the total bill paid directly by 
patients has been cut in half (table 6 and chart 
3). Because of infiaciull and other factors dis- 
cussed previously, however, the per capita 
amount paid directly in 1973 is triple what it 
was in 1950. 

In fiscal year 1950, direct payments were 68 
percent of the total. The remaining 32 percent 
was paid by third parties as follows: Federal, 
State, and local governments, 20 percent; private 

TABLE 5.-Distribution of personal health care expenditures 
met by third parties, by type of eqenditure, fiscal year 1973 

I I 
Third-party payments 

Direct 
Total PaY- Pri- PhIlan- 

men& Total hzs 
OOV- thro y 
em- en B 

- ment 
ame *US& 

I Aggregate amount (In millions) 

Total ______________ $80.048 $28,127 $51.921 $20,463 $30,335 ----- 
Hospital care ___________ 36,200 
Physicians’ services-.... 
Dentists’ services ______ 

18.040 7,642 10,398 1;,;w& 4,041 
3,591 32.609 19,249 

5,385 4,668 697 ‘4cFa 238 
Drugs and drug 

sundries ______________ 8,760 1,120 450 670 
All other services I_____ 11,643 :,66$ , 7.097 368 6,087 

t1.1= -- 

Y-i 
_______- 1 

--__--- - 
642 

I 

I I I 
Per capita amount 

Total ______________ $375.41 $131.91 $243 50 $95.97 $142.27 $5.27 
--- - 

Hospital care ___________ 169.77 16 84 152 93 60 46 Physiclans’ services-w 84 60 a5 64 48 77 29.75 -2.18 %i .05 
Dentists’ services.- ____ 25.25 21 99 3.27 1.92 1:35 _______- 
Drugs and drug 

sundries-. ___________ 41.18 a5 92 5.25 2.11 3.14 ______-- 
All other services I---- 5-4 60 21 a2 33.28 1.73 28.55 a.01 

Percentage distrlbutlon 

Total ______________ 1 IOOOI 3511 WI 2561 3791 1.4 

Hospital care.. _________ 100.0 
Physicians’ services.-.. 100 0 4E 
Dentlets’ servbams.- 100 0 87:l $.i . 

35.6 
E 

1.3 
“i . : 5:s .-...-I? 

Drugs and drug 
sundrles _________ _____ loo 0 87.2 12 8 7.8 -____--- 

All other services I----- 100.0 39.0 61 .O 35:; 62 3 5.5 

1 Includes other professional services, eyeglasses and appliances, nursing- 
home care. and other services not elsewhere classified. 

health insurance, 9 percent ; and philanthropy 
and industry, 3 percent. 

During the 1950’s, private health insurance 
grew rapidly so that by 1960 insurance alone 
covered 21 percent of the personal health care 
bill. During the 1960’s, government experienced 
its most rapid growth, particularly following the 
enactment of Medicare and Medicaid in 1965. 
This rapid growth, coupled with the continuing 
rise in insurance benefits, brought the proportion 
paid by third part.ies to 61 percent by 1970. By 
1973, third parties were paying an estimated 65 
percent of the individual’s health bill, with the 
government share 38 percent and that of private 
health insurance 26 percent. 

The impact of third parties has been substan- 
tial, but it has varied among the expenditure cat- 
egories (table 7). For hospital care, which has 
become the most extensively covered service 
under both private health insurance and govern- 
ment programs, third parties have consistently 
had a major impact. In fiscal year 1950, patients 
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CHART 2 .-Percentage distribution of per capita personal health care expenditures, by type of expenditure and source 
of funds, fiscal year 1973 

THIRD- 
PARTY 
PAYMENT! 

584 60 

42 ‘3% 

DIRECT PAYMENTS 

Hospltal Physlclans’ 
care serwces 

paid about a third of their hospital bill directly. 
By 1973, this proportion was reduced to one- 
tenth, with government (53 percent), private 
health insurance (36 percent), and philanthropy 
(1 percent) making up the remainder. 

For physicians’ services, the overall share cur- 
rently paid by third parties is smaller, but their 
impact has still been marked. In fiscal year 1950, 
third parties paid 15 percent of the physicians’ 
bill with two-thirds of this share coming from 
private health insurance. By 1970, the third- 
party share had jumped to 57 percent, and since 
then it has remained at about this level. The 
share held by private health ‘insurance has in- 
creased fairly steadily over the period, but the 
government share rose dramatically following 
the implementation of Medicare and Medicaid in 
the mid-1960’s. 

For other t,ypes of care (including dentists’ 
and other professional services, drugs, eyeglasses 
and appliances, nursing-home care, and other 
health services) third-party payments have 
grown much more slowly-from 11 percent in 
1950 to 34 percent in the latest year. For this re- 
sidual category, most of the growth has been reg- 
istered in government spending. 

14 

$25 25 

87.1% 

LY’, - ” 
Oentlsts’ 
serwces 

1. 

$41 18 

87 3% 

J.. 
Drugs and 
drugs sundrles 

39 0% 

cyi 
All other 
serwces 

DEFINITIONS, METHODOLOGY, AND SOURCES 
OF DATA 

Estimates of national health expenditures are 
compiled by type of expenditure and source of 
funds. The data for the public sector represent 
outlays of 12 categories of government health 
pr0grams.I For several Federal health pro- 
grams -including Department of Defense and the 
Public Health Service-the data are taken from 
the Office of Management and Budget special 
analysis of health.8 For others, the data are sup- 
plied by the individual agencies. 

In the private sector, the data are estimated 
first on a calendar-year basis by type of expendi- 
ture and then converted to fiscal year figures on 
the basis of price and utilization change during 
g-month periods. The general method is to esti- 
mate the total outlays for each type of medical 
service or expenditure and then to deduct the 

7 For a description of the public programs, see Bar- 
bara S. Cooper and Nancy L. Worthington, Personal 
Aealth Care Expenditures by Ktate, VoI. 1: Public 
Funda, 1966 and 1969, Offlce of Research and Statistics, 
Social Security Administration, 1973. 

* See “Special Analysis J : Federal Health Programs,” 
Special Analyses, Budget of the United States Qovern- 
ment, Fiscal Year 1974. 
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TABLE 6.--Distribution of personal health care expenditures, by source of funds, selected fiscal years, 1928-29 through 1972-73 

Source of funds 

Fiscal year Total Private Public 

Total Direct 
payments ‘EE%T Other Total Federal I3 t2if?d 

- 
Aggregate amount (fn millions) 

/ 
l&28-29 _--- _ _ _ _ _ _ - _ - - - - - - - - - - _ _ _ _ _ _ - _ _ _ _ - - - - - - - - - - - - - - - - - 
1934-35 ____ _ _ _ _ _ -- - - - - - - _ - - - - _ _ _ _ _ _ - _ - - - - - - _ - - - - - - - - - - - - - 
1939-40 _______ ____-_ -____ ______ _ _- _ __ _-_ _ __ _-_ _ _ __ _ _-- _-- 
1949-50 ___-_ ___ _----- ---_ ----__ _ _ _ __- _ ---_ --- -- - ------ --- 
m4-bb _--___-_ -__------- --- ___ _ __ _-__ --__. - _ - -- --- ------ 
195860 ______-_____-- --- _----_ _-_ __ -- - -_--_ -- _----- ------ 
1984-65 -___-_-_ ---------_-- -__ ___ ___ _-_ --- _-------------- 

1965-66 _____ ___ __ _ .__-_ ----- -__ _ __ ___ __ _ _ ---_ -_---------- 
1966-67 -_--__-_ __________-_ _-_ ____-_ __-________---_------ 
1967-88 _-__- _-- _-___ ___ __ _ __ ____ _-_------_--_-__-__ ___-- - 
1968-69 _--- - _ - _ _ - _ _ _ _ _ _ __ _ _ - - _ _ _ _ - - _ --- _ -_ - _ _ _ _ _ - _ _ _ _ _ _ _ _ 
1909-70 __-_ - - - - _- - -_ _ __ _ __ _ -_ _ __ _ -_ - _- - - _ - - _ - _ _ - _ - - - _ _ _ _ 
1970-71______-~_~_~----~~~-~~~~-~~-~~~~-~-~-~ _-- --- -__ _ - - 
1971-72 ____ ____ ___ ___ __ _ __ _ __ _ _ _ __ _ _ __ _ ___ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
1972-73. _.__________________--------------------- ___ _ ___ _ 

l- 
1928-28. ________________________________________ _________ 
1934-36 ____ _ __ __ ___ __- -_ _ __ ___ ___ ___ ___ ______ _ __ _ ___ _ _ ___ 
1939-40. ____ ____ _ ___ _____ _-_ __----__-- ----- --- -- --_ __- _- - 
1949-60. ____________________----------------------------- 
1954-56 -_-_-___ _ _____ _____ _- __ _ __ _ _-_ _--_ - --- -----_------ 
1959~o... ______*_____________--------------------------- 
1964-66 -_-__-_ ______ _ _____ __ _ __-__-_ _-_ ------------------ 

:Ez 
lW’0 
loo 0 
loo 0 
100.0 
100.0 

:?I*: 

:: i 
100 0 

:k%i 
1oO:o 

: 

1 - 
78.2 

E: 
e4:1 

2-i 
62 7 
62 1 

,$2.800 
z 2.134 
$2,799 
y; 

if: ;;; 

2% 
1e:see 
20,316 
23,281 
24,749 

_-_-____ --. ___-__ ----, 
3879 

2,358 
4,698 
8,280 

I%:: 
E 
59 0 
55 3 
52 6 

51.6 
45.4 
40.8 
39.0 

E 
35’7 
35.1 

Percentage distribution 

,___----_- 
12 
20 7 
247 

i% 
;:i 
25'5 
25 6 
25 6 

$2: 
523 

2.102 
a.469 
4,930 
6,968 

7,892 
12,461 
16,205 
18,714 20,550 
23.221 

Per caplta amount 

2: 
133 
979 

Eli 
2: 840 

1928-29. _______________-________________________--------- $23.42 322.75 _____-___-_- $00.67 $2.28 
g44; :-:------ ___ _ __ ____ _ __ ____ _ _ _ ___ _ ______ ___ _ _ _ _ ___ _ 

3g.z 
17.07 

- ________________________________________------- 
%i ii ii 

16.53 ____________ 
g ii ---‘------;- :Z ~*~ 

“:A$ 3;.6$ 

1940-54 _---_ - ____ _-_____ ___ ___ _ ___ __ _ ______ __ _ __ _ _- _ __- _ _ 
1954-55 ---_ ____ _ ~~~~~~~~~~~~~~~ ~~~~~~~~~~~~~~~~~-~-----~- 91.19 70:42 53 84 f: :; 

13:69 ;:z 
29.77 

;‘I 

1059-60. _ _ _ _ _ _ _ _ _-_ --- --_ -- - --_ - _- _-- - -- - -- --- _-_ -_ - __ _ _ - 
:Ei 

97.50 68.89 25:73 
;i 

3147 KE 
11.51 :;3 

1964-436 -______-__-_____-_______________________---------- * 134.95 89.37 42.10 14.44 20'94 

1965-M. ________________________________________--------- 181.96 
::i ii 

93 79 
:i ii i t: 

39.85 16 83 22 32 
1966-67 ________________________________________---------- 
pm3.& :‘-‘----‘-‘-----------------.--------------.----- ii! :: 61.36 %i %i %K 

31127 
1ese-70..:::::::::::::::::::::::::::::::::::::::::::::::: 

253:62 :z’:i 
ii; 

:.“o: 
285 90 l&96 iz.: ii% ~:% 

1970-71___________ * _____-_--__--__----------------------- 313.36 
1971-72 ________________________________________---------- 

3347:!i 
Ez 

::z 
122:73 Ei 

:*ii 
4:80 ::: 2 

-g’;;: i: ii 
42:58 

1972-73. _______________-____ __-_____--_-_______-_________ . 233.15 131 .Ol 95:97 ’ 5.27 I42:27 94’29 47.98 

1 Personal health care expenditures include all expenditures for health 
services and suppllea other than (a) expanses for prepayment and sdmin- 
istratlon; (b) government public health actlvltles, and (c) expenditures of 

private voluntary agencies for other health services 
1 Includes any i~~rance benefits and expenses for prepayment (hsuranoe 

premiums less insurance benefits). 

amounts paid to public and private hospitals, 
physicians in private practice, etc., under the 
public programs reported in the social welfare 
expenditure series. The fiscal-year figures for 
each public program are allocated by type of ex- 
penditure on the basis of published and unpub- 
lished reports for each program. In general, the 
consumer expenditures are residual amounts, de- 
rived by deducting philanthropic and govern- 
ment expenditures from the total expenditures 
for each type of service. 

Hospital Care 

The estimates of expenditures for hospital care 
arc based on the data on hospital finances pub- 
lished by the American Hospital Association, 
and increased slightly to allow for nonreporting 
and for osteopathic hospitals. Expenditures for 
the education and training of physicians and 
other health personnel are included only where 
they are not separable from costs of hospital op- 
erations. 
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CIIART 3 -Distribution of personal health care expenditures, by source of funds, selected fiscal years 195043 

THIRD- 
PARTY 
PAYMENl 

/ 
Public - 

Phllanthropy- 
and Industry 

Prwate health, 
Insurance 

DIRECT PAYMENTS- 68 3% . . 

Ly 
1950 

, ,. 
1960 

There are some definitional differences between 
the public and private sectors in hospital care ex- 
penditures. Expenditures by the Veterans Ad- 
ministration and the Department of Defense for 
physicians’ services are included as part of hos- 
pital care expenditures. Services of paid physi- 
cians in mental, tuberculosis, and general hospil 
tals-whether public or private-are part of 
hospital care, but self-employed physicians’ serv- 
ices in hospitals are not counted as hospital es- 
penditures. The costs of drugs used in hospitals 
are also included in hospital care. Anesthesia and 
X-ray services are sometimes hospital care ex- 
penditures and sometimes expenditures for phy- 
sicians’ services. 

less State and local payments to Federal and 
nongovernment hospitals. 

Consumer payments for care in nongovern- 
ment hospitals represent total revenues of the 
hospitals, less Federal, State, and local govern- 
ment payments and less estimated receipts from 
philanthropy. 

Services of Physicians and Other Health 

Professionals 

Estimates of the sources of funds are made for 
each type of hospital ownership separately. The 
Federal expenditures for Federal hospitals reprc- 
sent the total expense of these hospitals, less con- 
sumer payments for care in such hospitals and 
any payments to them by State and local gorern- 
ments. 

State and local government expenditures for 
care in their own hospitals represent total hospi- 
tal expenses of State and local governments. plus 
vendor payments from State and local programs, 

The estimates of expenditures for the services 
of physicians and dentists in private practice are 
based on the gross incomes from self-employment 
practice reported by physicians and dentists to 
the Internal Revenue Service on Schedule C of 
the income-tax return (as shown in Statistics of 
Inwme, published by the Internal Revenue Serv- 
ice). Data are totaled for practitioners in sole 
proprietorships and partnerships. The total also 
includes the estimated gross income of offices that 
are organized as corporations, the gross receipts 
of medical and dental laboratories estimated to 
represent patient payments to medical laborato- 
ries, and the estimated expenses of group-prac- 
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TABLE 7.-Distribution of personal health care expenditures, 
by type of expenditure and source of funds, selected fiscal 

TABLE 7.-Distribution of personal health care expenditures, 

years, 1949-50 through 1972-73 
by type of expenditure and source of funds, selected fiscal 
years, 194930 through 1972-732Continued 

Source of funds 

Type of expenditure 
and fiscal year 

Total 
Private 

Public 

Total Other 

Aggregate amount (in mllllons) Aggregate amount (in rnilllons) 

2,756 
2,898 

2% 
4:468 
5.169 
6,756 
6,344 

WE 
4:931 
8,222 

8,840 

xi 
g:z 

14:383 
15,143 
16.951 

- 

- 

- 

- 

- 

- 

6,405 
8,435 

10,243 
11,857 
12,931 
14,917 
17.648 
19,249 

45 7 
45.9 
42 0 
37 5 

37 9 
49 8 
52 8 

fiz 

E 
632 

$11 01 
16 65 
19 64 
25.08 

27 17 
41 93 
50 39 

z~;~ 
71 19 
82 94 
80.28 

%% 
6:218 
7,873 

8,267 
8,348 
8,414 
9,160 

10,330 
11.662 
12,882 
13,889 

$133 
240 
362 
627 

1.E 
2,320 
2,632 
3.120 
3,424 

Hospital care 
1949-50. _ - _ _ - _ _ - - _ _ _ _ 
1954-66.........---... 
1959dO..........-.--. 
1964-65- -- _ _ - --- - -_ - -. 

lQ65-66 ______________. 
1966-67 __-___________. 
1967-63 ---_-__--____-. 
1968-69 ---_____--__--. 
l%Q-70-. __ _-_ --- __--. 
1970-71______________. 
1971-72 _______ _ ______. 
1972-73.. -____ _ --____. 

IIoqxtal care 
1949-60 _______________ 
1954-55 __-___----____. 
1959-60-. _____________ 
1964-65 ---__ ___-- _____ 

:Ez : 
100 0 
100 0 

1865-66.. _ _ _ _ __ _ __ _ __ 
1966-67 -___ _____.____. 
1867-68 --__ _ ---- _ __-_. 
1968-69-.....~........ 
1869-70--.......-..... 
197~71______________. 
1971-72 ---___----__-_. 
1972-73 ______________. 

:z i 
100 0 
100 0 
loo 0 
loo 0 
loo 0 
100.0 

EIospltal care 
lQ4%50. -___-_- -_____. 
1954-55- - - - _ _ - - - _ _ _ _ _. 
1959-60 ______________. 
1864-65 --_-__----_-__. 

% ii 
46:66 
66 89 

1965-66 _-_--__--__-__. 71 69 
1966-67 ---___---_-___. 84 12 
1967-68 _______________ 95 35 
KM-69 --__---_-___-_. 108 87 
lQ6Q-70 ______________. 124 82 
1970-71_______________ 139 83 
1971-72 _______________ 164 51 
1972-73. -_ ___ __-______ 169 77 

T - 

I 

- 

- 

- 

- 

- 

- 

- 

32,279 
2,687 
3,685 
6.315 

i% 
6: 184 
6,397 
6,862 
6,482 
;a; 

Physicians’ services 
1949-50 _______________ $2,689 
1954-55 _________ ______ 3.632 
1959-60--....--.....-- 5,680 
1964-66 ______________ _ 8,405 

lQ65-66 --__----_-__--- 8,365 
1966-67 --__---_-_-_--_ 9,733 
1967-63 _-_--___-_--___ 10,734 
196&69 _______________ 11.842 
1969-70.-....--..-..~- 13.450 
1970-71_______________ 16,036 
1971-72 _______________ 16,626 
1972-73 _______________ 18,040 

Physicians’ services 
1949-60 _______________ 1W 0 
1954-55 ____________-__ 100.0 
1959-60 ___----___----_ loo 0 
1964-65 ____-- _ -__-_-_- 100 0 

$610 
1,560 
3,124 
6,488 

5,892 

2% 
7:842 
9,182 

10,644 
11,760 
12,392 

% 
224 
300 

320 
337 

E 
371 

:: 
468 

- 

- 

- 

- 

Percentage distribution Percentage dlstributfon 

95 1 84.8 
93 4 

zi 7” 
;;*i 
63:2 

- 

- 

- 

64 3 64.1 ti i 
E50 18 18 6 6 

165 36 
274 30 

2 ; 2 

414 22 
35 8 

K 
E 

35 5 :: 

ii: :!i 
35.6 1 3 

amount 

62.1 

i’i 

43 6 
43 0 
42 8 
42 4 

62 1 18 4 
60 2 12 3 
47 2 10 7 
47 0 10 3 
60 1 13 2 
49 1 11 4 
46 3 
46 8 2 

Per cspii 

1965-66 _____ _ _________ 
lQ66-67.~. -- - -- - -- -- _ _ 
1967-6L. --- _- - _- - -_ - 
1968-69 _______________ 
1969-70--.-.-.---.-.-- 
1970-71------__----.-- 
1971-72 _______________ 
1972-73- _________ _____ 

I I I 

Per capita amount ta I 

% 2 I I I 
2 g %; ;: $f g 

27.01 8 67 17.11 41.82 12 33 27 90 :.2 

Physicians’ services 
1949-50 _______________ a;.;; 
1964-65-............-- 
1959-60..-...-.-.v.-. 30’67 
1964-65 _____________ __ 42.75 

1965-66 _______________ 44 56 
1966-67...-.-.--.--.-- 48 41 
1967-E&---....-..v._ 62 80 
186&88 _______________ 57.67 
186’370 ____________.__ 64 33 
1970-71_______________ 72 00 
1971-72 ____________.__ 78.58 
1972-73 _______________ 84 61 

3;; g 3;; g 
28 68 20:18 
40 06 I 27.02 

41 65 27 64 

::4 
44:01 

27m 25 49 E-Z 15 83 
28.23 18 28 

49 79 28 21 21.64 
55 66 

iz 2 
24.67 

60 SE 27.20 
66 965 35.84 29 76 

tice prepayment plans in providing physicians’ 
services (to the extent that these are not included 
in physicians’ income from self-employment). 
Estimated receipts of physicians for making life 
insurance examinations are deducted. 

The gross receipts of physicians and dentists 
represent total expenditures for these services. 
Consumer payments are estimated by deducting 
vendor payments under government programs 
and estimated payments to physicians and den- 
tists from philanthropic agencies. 

The salaries of physicians and dentists on the 
staffs of hospitals and hospital outpatient facili- 
ties are considered a component of hospital care. 

The salaries of physicians and dentists serving 
in Indian health activities, as well as those in the 
field services of the Armed Forces, are included 
with expenditures of “other health services.” Ex- 
penditures for the education and training of 
medical personnel (except in hospitals) are con- 
sidered as expenditures for education and are ex- 
cluded from health expenditures. 

The Internal Revenue Service also provides 
data on the income of other health professionals 
in private practice. Salaries of visiting nurses, 
estimated from surveys conducted by the Na- 
tional League for Kursing, are added to the pri- 
vate income of other health professionals. Deduc- 
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TABLE 7.-Distribution of personal health care expenditures, 
by type of expenditure and source of funds, selected fiscal 
yeare, 1949-50 through 1972-73-Continued 

Souroe a? funds 

Type of expenditure Private 
and fiscal yeer Total 

Public 

Total psy- BOCB Other 
mats benefits 

Aggregate amount (In millions) 

Am& %3rvices- 1 
34,613 

19b4-65::::::::::::::: 6.910 
lQSQ-60 _______________ 8.650 
1934-65 ____________.__ 11,941 

Percentage dlstributfon 

All other swvices 1 
194Q-50 _______________ loo.0 
1964-55 _______________ lcn3.0 
lP59-60 __----_________ loo 0 
1964-65 __---_-_______- loo.0 

1965-66 __-____________ 166.0 8.5 6 % 2*2 3*o 14.4 
1866-67 __-_-__________ 166.0 82 0 

1867-63 ____-__________ 190.0 ;E 71:e 

2 2: 18 0 

19a-69 _______________ 1w 0 

1869-70 __.____________ 106 0 77.3 2g” 1970-71--_____-_____-_ IOU 0 77.1 7o:z 9:; 

zi*: 

. ;Ej ii24 

1971-72 _______________ loo 0 67.8 1972-73 -__---__-____-_ loo 0 :E 65.5 ::i ii is.: 

All other servIcea. 1 
KwJ-Ml___~~_~____.__~ $28.14 
1954-5s _______________ 36 38 
195Q-66 ___--__________ 47.38 
1964-65 _______________ 60 72 

Per csplta amount 

61:77 Ei 
62.94 1.46 
E*Z 

61:41 

It:E 2 ;*ii 09 
9.49 

2:27 

17.91 13.10 

% 
27.71 

5.76 i4 FIT 33.64 

1 Inc!udes dentists’ services, other professIona services, drugs end drug 
sundries, eyeglasses end sppllances, nursing-home care, end other health 
sarvices 

2 Included in physiclens’ services: dsta not available separately. 

tions and exclusions are made in the same 
manner as for expenditures for physicians’ and 
dentists’ services. 

Drugs, Drug Sundries, Eyeglasses and Appliances 

The basic source of the estimates for drugs 
and drug sundries and for eyeglasses and appli- 
ances is the report of personal consumption ex- 
penditures in the Department of Commerce na- 
tional income accounts in the i3u~~ey of Current 
Bzcsiness. To estimate the consumer portion, 
workmen’s compensation payments are sub- 

18 

tracted. The Department of Commerce counts 
this expenditure as a consumer expenditure, but 
the Office of Research and Statistics counts it as 
an expenditure of government. Total expendi- 
tures for drugs and appliances are the sum of 
these consumer expenditure estimates and the ex- 
penditures under all public programs for these 
products. 

Nursing-Home Care 

‘Expenditures for nursing-home care are based 
on data from an unpublished national survey of 
nursing homes financed by the Social Security 
Administration. Expenditures are increased an- 
nually on the basis of available economic and 
other indicators. 

Consumer expenditures in nursing homes rep- 
resent the difference between total nursing-home 
expenditures and expenditures from philan- 
thropic and government sources. 

Expenses for Prepayment and Administration 

Prepayment expenses represent the difference 
between the earned premiums or subscription in- 
come of health insurance organizations and their 
claim or benefit expenditures (expenditures in 
providing such services in the case of organiza- 
tions that directly provide services). In other 
words, it is the amount retained by health insur- 
ance organizations for operating expenses, addi- 
tions to reserves, and profits and is considered a 
consumer expenditure. 

The data on the financial experience of health 
insurance organizations are reported by the 
Office of Research and Statistics annually in an 
article on private health insurance also appear- 
ing in the February BULLETIN. 

The administration component represents the 
administrative expenses (where they are re- 
ported) of federally financed health programs. 
Such data were available for Medicare and Med- 
icaid and for the Veterans Administration hospi- 
tal and medical program. 

Government Public Health Activities 

The category “government public health activ- 
ities” is the same as the “other public health 
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activities” category in the social welfare series of 
the Office of Research and Statistics. The Fed- 
eral portion consists of outlays for the organiza- 
tion and delivery of health services and preven- 
tion and control of health problems by the 
Health Services and Mental Health Administra- 
tion and the National Institutes of Health of the 
Public Health Service. Also included are outlays 
by other Federal agencies for similar health ac- 
tivities. The data for these programs are taken 
from the Special Analyses of the Budget. 

The State and local portion represents oxpend- 
itures of all State and local health departments 
and intergovernment payments to the States and 
localities for public health activities. It excludes 
expenditures of other State and local government 
departments for air-pollution and water-pollu- 
tion control, sanitation, water supplies, and sew- 
age treatment. The source of these data is Gov- 
ernment Finances (annual publication of the 
Bureau of the Census). 

Other Health Services 

Items of expenditure that could not be else- 
where classified are brought together in the cate- 
gory “other health services.” It includes, for each 
public program, the residual amount of expendi- 
tures not classified as a specific type of medical 
service. In addition, it includes the following: 
(1) industrial inplant services, (2) school health 
services, (3) medical activities in Federal units 
other than hospitals, (4) payments to intermedi- 
ate-care facilities under the Medicaid program 
beginning January 1, 19’72, and (5) a portion of 
private voluntary health agency expenses. 

Industrial in-plant services consist of amounts 
spent for maintaining in-plant health services 
and are based on estimates made by the National 
Institute for Occupational Safety and Health of 
the Public Health Service. 

School health services are estimated by the 
Office of Education and reported as a separate 
item in the social welfare expenditure series. 

Medical activities in Federal units other than 
hospitals are residual amounts that represent pri- 
marily the cost of maintaining out-patient facili- 
ties (separately from hospitals), and field and 
shipboard medical stations. 

Expenditures for private voluntary health 

agencies, included in the “other” private outlays, 
are the expenditures that remain after amounts 
for hospital care, physicians’ services, etc., have 
been distributed. They represent the amounts 
spent for health education, lobbying, fundrais- 
ing, etc. 

Medical Research 

Expenditures for medical research include all 
such spending by agencies whose primary object 
is the advancement of human health. Also in- 
cluded are those research expenditures directly 
related to health that are made by other agen- 
cies, such as those of the Department of Defense 
or the Kational Aeronautics and Space Adminis- 
tration. Research expenditures of drug and medi- 
cal supply companies arc excluded, since they are 
included in the cost of the product. The Federal 
amounts represent those reported as ‘medical re- 
search in the Special Analyses of the Budget. 
The amounts shown for State and local govern- 
ments and private expenditures are based on 
published estimates that have been prepared in 
the National Institutes of Health-primarily in 
the annual publication, Basic Data Retating to 
the Nati,onal institutes of HeaLth. 

Construction of Medical Facilities 

Expenditures for construction represent “value 
put in place” for the hospitals, nursing homes, 
medical clinics, and medical-research facilities 
but not for private office buildings providing 
office space for private practitioners. Excluded 
are amounts spent for construction of water- 
treatment or sewage-treatment phmts and Fed- 
eral grants for these purposes. 

The data for value put in place for construc- 
tion of publicly and privately owned medical 
facilities in each year are taken from the Depart- 
ment of Commerce report, Construction -hTeview. 
Amounts spent by Federal and State and local 
governments for construction are subtracted 
from the total. The residual represents the 
amount coming from private funds. 

(Continued on page 48) 
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TABLE M-3.Selected social insurance and related programs: Beneficiaries of cash payments, 1940-73 
[In thousands. For explanatory footnotes on programs, see table M-l] 

I Retirement and disability 

At end of 
selected month 

I Retlre- 
ment 1 

1972 I 

JB?lUfCY -______ __ 
February ________ 3:: 
March _.e_____ _ _ lS:422 

Dls- 
ability 

3,214 
3,322 
is% 
3:402 
3.416 

retmans OASDHI Rsllroad 

610 

%i 
2: 707 
3,084 

5:: 
1.152 
2,172 
3,558 

E;: 
3:1Q5 

Ei 
3: 194 
3.175 
3,171 

xi 
3:2.51 
3,263 

3.253 
3,243 
3,244 

-7 

SUrViVOr 

‘eterans 1 

323 

1.E 
1,156 
1.393 

.__--_-__ 

.___----. 
2,367 

.___- ___. 

.____-___ 
2,368 

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

2.320 
.~_----__ 

Unemployment 

.-I-._ .n 6 Average weekly number For programs included set table M-l, footnote 1 Includes de adents 
1 Beginning ct 1886, includes speolal benefits aotborized by 1866 legrsw r 

tion for persons aged 72 and over and not insured under the regular or tran- 
sltional ~rovlsions of the Social Security Act 

IU 
0 Includes dependents and survivors 
’ Less than 500 

1 Monthly number at end of quarter.- * Data not available 
4 Average number during 14day reglstratlon period. Source Based on reports of administrative agencies 

NATIONAL HEALTH EXPENDITURES 

(Continued from page 19) 

sums that have been reported by the Department 
of Defense and by the Veterans Administration. 

[In millions] 

Medical Education 

A growing category of health expenditures- 
medical training and education-is not included 
in the above estimates of total health expendi- 
tures. A compilation of Federal expenditures for 
medical training and education, made by the 
Office of iktinagement and Budget, is shown 
below. This summary reports some amounts now 
included in the health expenditures-mainly the 

Agency 
Fiscal year 

1971 1972 
I I 

1973 
--- 

Total Federal expenditures for medical traln- 
lng and education __________________________ I I $1.113 $1.110 I $1,379 

Department of Health, Education, and Welfare-- 713 
Department of Defense. __________________________ 
Veterans Administration ______________.__________ :: 
DepsrtmentofState--.---------------.---------- 
Environmental Protection Agency _______________ : 
Department of Labor _.__________________________ 
Other sgencles....-...-.....---....-------------- 

12$ 

861 
142 

‘? 

12 
18 

Source Specml Anolyaes, Budget ofthe United State ff occmmcnt, Fiscal Year 
MY, pages 176-77 and Ftscal Year 1E4, pages 166-61 
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