Age Differences in Medical Care Spending,

Fiscal Year 1973

The Social Security Administration reports that,
of the $80 billion spent for personal health care
m ﬁscal year 1973, 15 pcrwnt was spent for the
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young (unue’l age 1.7), 57 percerv ;ur PETSONS agea
19-64, and 28 percent for those aged 65 and over.
The aged wdividual had the largest per capita
medical bill, $1,052; the il was $384 for a per-,
son in the intermediate age group and 3167 for a
young person. Most medical bills were paid for
by @ third party—government, private health in-
surance, philanthropy, or wndustry. Altogether,
thwrd parties paid 70 percent of the bill for the
aged and more than 60 percent for persons under
age 65. Public funds alone paid for nearly 30
percent of personal health care spending for the
two younger groups and as much as 64 percent
for the aged Medicare met 40 percent of the health
bill for the oldest group—slightly less than the
42 percent in 1972. The smaller proportion results

partly from the rise in the SMI deductible, which
went from $50 to $60 as of January 1973, The
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average out-of-pocket payment rose $7 for persons
under age 65 and was nearly $23 higher for the
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THE SIZE AND SHAPE of medical care bills
is directly associated with age. This article ex-
amines data on personal health care expenditures,
by type of service and source of funds, for per-
sons in three age groups—the young (under age
19), the 1ntermed1ate group (aged 19-64), and
the aged (65 and over). The age differences in
medical care bills in fiscal year 1973 * and trends
from fiscal year 1966 to the present are

in this annual article.

EXPENDITURES IN 1973

During fiscal year 1973, the Nation spent over
$80.0 billion for personal health care, according
to preliminary estimates (table 1). Included in
personal health care expenditures are all outlays

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

1 For a description of developments in fiscal year 1973
for all age groups, see Barbara S. Cooper, Nancy L.
Worthington, and Paula A. Piro, “National Health Ex-
penditures, 1929-73,” Social Security Bulletin, February
1974,
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for medical care services and supplies received by

1nﬂnr1ﬂna]c___nv over 85 nerpent of total national
mailviquals over So perceny o1 total natiena:

health expenditures. Excluded from the personal
health care total are expenditures for medical
research, 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.
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percent went for persons under age 19, 57 ercent
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sons aged 65 and over. As in the past, a consider-
Percentage distribution
Health
Age expenditures Population

1972 1973 1972 1973

All ages . 1000 | 1008 | 100 100 0
Under 19 15 8 15.4 35.4 34,7
56.6 56.5 64.7 55.3

27.6 28.0 99 10.0
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tion, Smce the average aged person is twice as
likely to have one or more chronic conditions and
more likely to be limited in activity, he experi-
ences more and costlier illnesses than the average
person under age 65.

The average personal health care bill for all
persons was $375—about $31 more than in the
previous year (table 2). For an aged person, how-
ever, the average amount was well above $1,000—
nearly three times the $375 ﬁgure. The $1,052 per
Cdplbd, lUI persons (Lge(l 65 dn(l over was more
than six times that for a young person and nearly

trinla that far a norenm in tho intarmadiats aon
tripi¢c otnat Ior a person in tic niermedqiate age

group.
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TaBLE 1.—Estimated personal health care expenditures, by type of expenditure and source of funds, for three age groups, fiscal

years 1971-73

[In millions]
All ages Under 19 19-684 65 and over
Type of expenditure
Total | Private | Public | Total | Private | Public | Total | Private | Public | Total | Private | Public
1971

______________ $65,662 | $42,441 ] $23,221 | $10,678 | $7,950 { $2,718 ] $37,332 | $28,197 | $0,136 | $17,650 | $6,283 | $11,369

Hospital care .| 20,300 | 14,383 | 14,917 3,071 1,723 1,348 1 17,582 | 11,244 6,338 8,644 1,418 7,228
Physleians’ services.... .| 15,086 11,662 3,424 3,502 3,235 357 8,326 7,268 1,058 3,168 1,150 2,009
Dentists’ services......._ . 4,637 4,402 235 1,027 947 80 3,281 3,156 125 330 209 31
Other professional services.. . . 1,516 1,315 201 364 321 43 834 764 70 318 220 89
Drugs and drug sundries._.. . 7,602 7,084 518 1,481 1,407 74 4,322 4,089 233 1,798 1,588 210
Eyeglasses and appliances . 1,022 1,856 66 a7 306 11 1,193 1,142 51 41 408 4
Nursing-home care....... . 3,212 1,239 1,973 80 20 60 402 54 348 2,730 1,164 1,566
Other health services...._...oooouocnoaon 2,388 5 1,888 46 § ..., 746 1,392 480 612 250 20 230

1972
Total. o eeeeeee .| $72,761 | $45,605 | $27,156 | $11,495 | $8,180 | $3,305 | $41,162 | $30,162 | $10,097 | $20,106 | $7,257 [ $12,851
Hospital care .| 32,601 | 15,143 | 17,548 3,518 1,772 1,746 | 19,362 | 11,504 7,768 9,807 1,777 8,030
Physiecians’ services .| 16,626 12,882 3,744 3,636 3,221 415 9,332 8,155 1,177 3,658 1,508 2,150
Dentists’ services.,.coaoe... - 5,048 4,793 2655 1,122 1,030 92 3,572 3,437 135 355 326 29
Other professional services. . . 1,508 1,370 228 351 300 51 895 812 83 352 258 04
Drugs and drug sundries_. .. .| 8,157 7,544 613 1,596 1,409 97 4,643 4,358 285 1,920 1,687 233
Eyeglasses and appliances . 2,034 1,957 il 336 323 13 1,264 1,204 60 435 430 5
Nursing-home care_...__.. . 3,480 1,376 2,104 87 44 43 435 82 353 2,958 1,251 1,707
Other health services. ... . . oooo_..o_. 3,126 54 2,586 849 |oceeoo.. 849 1,659 520 1,139 621 20 601
19731

X017 S $80,048 | $49,713 | $30,335 | $12,367 | $8,792 | $3,576 | $45,240 | $32,050 | $12,287 | $22,442 | $7,072 | $14,473
Hospital care......... 36,200 16,951 19,249 3,765 1,884 1,881 21,573 | 13,063 8,510 | 10,860 2,004 8,856
Physicians’ services 18,040 | 13,099 041 3,038 3,484 454 | 10,133 8,810 1,323 3,069 1,707 2,262
Dentists’ services_......o......_._ 5,385 5,007 2 1,199 1,006 103 3,805 3,654 151 381 347 34
Other professional services, 1,680 1,439 241 386 336 50 941 849 92 353 254 99
Drugs and drug sundries.____._. 8,780 8,110 670 1,713 1,611 102 4,904 4,681 313 2,074 1,818 256
Eyeglasses and appliances 2,109 2,025 84 346 334 12 1,311 1,245 66 452 446 6
Nursing-home care__...___ .| 8,735 1,512 2,223 93 47 46 467 88 379 3,175 1,376 1,799
Other health services. ... ... ooeeo... 4,119 580 3,539 027 |oecaaena. 927 2,016 560 1,456 1,178 20 1,158

! Preliminary estimates

Personal health care expenditures in fiscal year

1973 rose 10.0 percent over 1972. For all of the
age groups, the growth rate was the lowest in
several years, although the extent of this growth
varied. In 1973, expenditures rose fastest for per-
sons aged 65 and over—11.6 percent, compared
with 7.6 percent and 9.9 percent for the young
and intermediate age groups, respectively.

On a per person basis, the rise in expenditures
is slightly lower (9.2 percent), but among the age
groups it is still greatest for aged persons (9.7
percent). Per capita increases in medical care
spending reflect both changes in levels of expendi-
tures and growth in population.

Source of Funds .

The total personal health care bill continues to
be financed largely from private sources. In fiscal
year 1973, private funds contributed 62 percent
of the total outlays; Federal, State, and local gov-

4

ernments contributed the remainder. For each of
the three age groups, however, the proportion
financed by each source varied substantially. For
the two younger groups, public funds accounted
for nearly three-tenths of their expenditures. For
the aged, in contrast, nearly two-thirds of the
expenditures for health care were paid from pub-
lic funds (chart 1).

Within total government spending, the mix of
Federal and State-local funds also varied among
the age groups. as shown in the tabulation below.
For all age groups, the Federal Government was
the chief source of funds with two-thirds of total

Percentage distribution
Age Stat
ate

Total Federal and local
AllBgeS. o cccceeeanas 100.0 66.3 33.7
Under 19, .ot 100.0 59.8 2
4. . - 100.0 520 48 0
65 80d OVEY ..o eeece e ccam e ——— 100.0 .0 0.0
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CHART 1.—Percentage distribution of expenditures for
personal health care, by source of funds and age group,
fiscal year 1973

UNDER 19
$12.4 Billion

Public

Private

19—64
$45.2 Billion

65 AND OVER
$22.4 Billion

public medical care outlays (table 3). For the
aged, four-fifths was financed from Federal
funds—mainly for the Medicare program and the
Federal matching contribution under Medicaid
(Federal-State medical assistance). For the in-
termediate group, about half came from this
source. Federal funds provided nearly three-fifths
of expenditures for the youngest group—pri-
marily Federal payments under Medicaid and
expenditures under the military dependents’ medi-
cal care program of the Department of Defense.

Laependitures for the young~—In fiscal year
1973, $12.4 billion was spent on personal health
care services and supplies for persons under age
19. Of this $12.4 billion, $8.8 billion (71 per-
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cent) came from private sources; public funds
contributed the remaining $3.6 billion (table 4).
Most of the public funds came from three pro-
grams: Public assistance payments under Medi-
caid (88 percent), military dependents’ medical
care program (25 percent), and general hospital
and medical care programs (16 percent). The re-
mainder came from maternal and child health
care programs, school health, medical vocational
rehabilitation, and Office of Economic Oppor-
tunity programs (mainly neighborhood health
centers).

Of the $3.6 billion in government outlays for
the young, $2.1 billion (60 percent) represented
Federal funds and $1.4 billion State and local
funds. Over two-fifths of the Federal expenditures
came from the military dependents’ medical care
program; public assistance payments represented
over two-fifths of State and local expenditures.

Ewpenditures for the intermediate age grovup.—
Personal health care expenditures for persons
aged 19-64 totaled $45.2 billion in fiscal year
1978. Private sources paid 78 percent of the total;
public sources financed the remaining $12.3 bil-
lion. Again, Medicaid contributed the largest
share of public funds (32 percent). Payments un-
der general hospital and medical care programs—
primarily in State and local psychiatric hos-
pitals—followed with 25 percent, the Veterans
Administration with 16 percent, and the Depart-
ment of Defense with 13 percent.

Public funds were almost equally divided be-
tween Federal and other government sources.
Three Federal programs accounted for 89 percent
of the total Federal expenditures for the inter-
mediate age group: Medicaid (33 percent), Vet-
erans Administration (31 percent), and the
Department of Defense (including the care of
military dependents) (25 percent).

Slightly less than half (45 percent) of State
and local government expenditures went for hos-
pital care provided either in facilities that they
operate and maintain or in private facilities that
they reimburse. The majority of these outlays is
spent in State and locally owned psychiatric
hospitals.

Expenditures for the aged.—Financing of the
health care of the aged differs significantly from
that of both younger groups. Private funds con-
stituted only 36 percent of the $22.4 billion spent
for persons aged 65 and over in fiscal year 1973.
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Since the implementation of the Medicare and
Medicaid programs in the mid-1960’s, government
has become the primary purchaser of medical
care services for the aged population. Those two
programs alone accounted for 85 percent of the
$14.5 billion in public funds paid out in behalf
of the aged. All expenditures untler Medicare and
nearly two-fifths of those uhder Medicaid were
for persons aged 65 and over.

All Medicare benefit payments are classified
here as public expenditures, even though enrollees
must pay monthly premiums (matched by contri-

butions from general revenues) to obtain supple- °

mentary medical insurance coverage. In fiscal
year 1973, persons enrolled under the program
paid a monthly premium of $5.80. Total premium
payments for that year, excluding those paid
through Medicaid in behalf of indigent enrollees,
amounted to $1.2 billion. If these payments were
classified as private outlays, the public share of
the health bill for the aged would be reduced
from 64 percent to 59 percent.

Type of Expendityre -

In fiscal year 1973, as in past years, hospital
care was not only the largest item of expendi-
ture—45 percent of all personal health care ont-
lays—hut one of the fastest-growing categories.
The second largest item, physicians’ services, made
up another 23 percent of the total, Together
these services represented nearly 68 percent of
total outlays. The remaining expenditures were
distributed as follows: Drugs and drug sundries
(11 percent), other professional services (9 per-
cent), nursing-home care (5 percent), and all
other services (8 percent).

The composition of the medical care bill for
each age group varies considerably. For the two
older age groups, nearly half of their outlays
went for hospital care—by far the largest item
of expenditure. Young persons spent about the
same amounts for hospital care and physicians’
services, about three-tenths of the total.

The bill for physicians’ services was the second
largest item of expenditure for the two older age

TasLE 2.—Estimated per capita personal health care expenditures, by type of expenditure and source of funds, for three age

groups, fiscal years 1971-73

All ages Under 19 19-64 65 and over
Type of expenditure
Total | Private | Public | Total | Private | Public | Total [ Private | Public Total Private | Public

1971
Y117 SN $313 36 | $202.54 | $110.82 | $142.34 | $106.10 | $36 23 | $327.51 | $247.37 | $80 15 $350 51 | $305.97 | $553.64
Hospital care ..| 139 83 68 64 71.19 40 94 22 97 1797 | 154 24 98 64 55.60 420,94 68,96 351 98
Physicians’ services. ... 72 00 b5 66 16.34 47 88 43 12 476 73.04 63 76 9.28 154 27 56 44 97 83
Dentists’ service: 2213 21 01 1.12 13 69 12 62 107 28.78 27.69 1.10 16 07 14,56 1.51
Other professional services..___......... 7.23 6.28 .96 4 85 4,28 57 7.32 6.70 .61 15 49 11.15 4,33
Drugs and drug sundries.._. - 36.28 33 81 2.47 19.74 18.76 .99 37 92 35 87 2.04 87,56 77.33 10,23
Eyeglasses and appliances - 917 8 86 .32 4,23 4.08 15 10 47 10 02 45 20 06 19 87 .19
Nursing-home care........ -l 1533 591 9 42 1,07 27 .80 3.53 47 3.05 132,04 56.68 76.26
Other health services...ooccocecaeoues 11 40 239 901 904 ... 9 04 12 21 4,21 8 00 12.17 . 11.20

1972
b X017 Y P $343.89 | $215 54 | $128 35 | $153 47 | $109 33 | $44.13 | $355 65 | $260.61 | $905 02 $959 85 | $346.45 | $613.50
Hospital care. ..oocoomeoeoooo PR 154 51 71.57 82 B4 46 97 23 66 23 31 167.29 100 18 67,12 468,18 84,83 383.35
Physicians’ services - 78 58 60 88 17 70 48.54 43 00 5.54 80.63 70 46 10 17 174,63 71.99 102.64
Dentists’ services.......... - 23 86 22 65 1.21 14 98 13 75 1.23 30.86 29 70 1.17 16 95 15.56 1.38
Other professtonal services - 7 55 6.48 1.08 4,69 401 .68 7.73 7 02 72 16.80 12 32 4.40
Drugs and drug sundries. . .| 3855 35.66 2 90 21.31 20 01 1.30 40 12 37.65 2.46 91,66 80 54 11.12
Eyeglasses and appliances - 9 61 9 25 .36 4,49 4 31 A7 10.92 10.40 .52 20.77 20,53 .24
Nursing-home care._... .| 16 45 6 50 9,94 1.16 .59 .57 3.76 a1 3 05 141.21 59.72 81 49
Other health services..cceanaoccananas 14.77 2 85 12 22 11.34 | .. 11.34 14 33 4.49 9.84 29 65 .95 28 69

. 19731
117 Y BN $375 41 | $233 15 | $142.27 | $167.15 | $118 83 | $48 33 | $383.67 | $270.44 | $104.20 | $1,052.48 | $373.87 | $678.75
Hospital eare.....coocecamomonaaenn. 169 77 79.50 60.28 50 89 25 46 25 42 | 182,96 110,78 72.17 608 31 93 98 415 33
Physicians’ services - 84 61 65 65 18 95 53 22 47.09 6.14 85.04 74,72 11 22 186 14 80 05 106 08
Dentists’ services....._._.. - 25.25 23 90 135 16.21 14 81 139 32.27 30.99 1.28 17.87 16,27 1.59
Other professional services - 7.88 6.75 1,13 5.22 4.54 68 798 720 .78 16.55 11,91 464
Drugs and drug sundries.... - 41.18 38.03 3.14 23 15 21.77 1.38 42 35 39.70 2.65 97.27 85.26 12.01
Eyeglasses and appliances - 9 89 9.50 .39 4 68 4.51 .16 11.12 10.56 .56 21,20 20.92 .28
Nursing-home care......_. . 17.52 7.09 10.43 1.26 .64 .62 3.96 W78 3.21 148.90 64.53 84 37
Other health services ... oceceeoonoan 19 32 2.72 16,60 12,53 |coeacnan 12 63 17.10 4,75 12.35 65.25 94 54,31

1 Preliminary estimates
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TasLe 3.—Estimated public personal health care expenditures, by type of expenditure and source of funds, for three age groups,

fiscal years 1971-73

[In millions]
All ages Under 19 19-64 65 and over
Type of expenditure State State State Btate
Total | Federal Total | Federal | and Total | Federal| and Total | Federal| and
local local local local

1971
L {1 7Y DI $23,221 | $15,415 | $7,807 | $2,718 | $1,579 | $1,139 | $9,136 | $4,503 | $4,543 | $11,369 | $9,242 $2,127
Hospital care_....... 9,742 5,176 1,348 861 487 6,338 2,950 3,388 7,228 5,930 1,298
Physicians’ services 3,424 ,586 38 357 241 116 1,058 408 650 2,000 1,937 72
Dentists’ services_... 235 148 87 80 45 35 125 83 42 31 21 10
Other professional ser: 201 148 53 43 34 9 70 30 40 89 85 4
Drugs and drug sundries. 518 276 241 74 44 30 233 119 114 210 113 97
Eyeglasses and appliance 66 35 31 11 6 5 51 26 25 4 3 1
Nursing-home care_. _.... .| 1,973 1,196 77 60 32 28 348 196 152 1,566 968 598
Other health services _....... PR 1,888 ,283 604 746 316 430 912 782 130 230 184 46

1972
B V1 2 R $27,156 | $18,145 | $9,010 | $3,305 | $1,975 | $1,330 | $10,907 | $5,739 | $5,258 | $12,831 | $10,432 $2,419
Hospital care 17,548 | 11,563 5,085 1,746 1,111 635 7,768 3,791 8,977 8,030 6,680 1,370
Physiclans’ services. 3,744 2,810 33 415 278 137 1,177 452 725 2,150 2,080 70
Dentists’ services......_ 255 166 90 92 53 39 135 a3 42 29 21 B
Other professional servi 228 166 62 51 41 10 83 36 47 04 89 5
Drugs snd drug sundries. 613 327 286 97 87 40 285 145 140 233 126 107
Eyeglasses and apphance 77 44 33 13 9 4 60 31 29 5 4 1
Nursing-home care..... - 2,104 1,272 832 43 23 20 353 198 155 1,707 1,080 857
Other health Services.......coececueeeoan- 2,586 1,798 788 849 403 446 1,139 905 144 601 401 200

19731
TOtAL e ceae———— $30,335 | $20,105 | $10,230 | $3,576 | $2,137 | $1,430 | $12,287 | $6,393 | $5,804 | $14,473 | $11,576 $2,807
Hospital eare. . ooy 19,249 12,609 6,640 1,881 1,204 677 8,510 4,104 4,406 8,856 7,800 1,556
Physiclans' services.... . ,04 2,992 1,049 454 301 153 1,323 506 817 2,262 2,184 78
Dentists’ services . 2 188 101 103 59 44 151 104 47 34 24 10
Other professional services.. - 241 168 73 50 38 12 92 37 55 99 92 7
Drugs and drug sundrles. .. - 670 360 310 102 60 42 313 161 152 286 140 116
Eyeglasses and appliances__ - 48 37 12 8 4 66 34 32 6 5 1
Nursing-home care 2, 1,350 873 46 25 21 379 217 162 1,799 1,108 691
Other health 5ervices. ..ococccoacraciacaan 3,539 2,392 1,147 927 441 485 1,456 1,231 225 1,158 722 437

1 Preliminary estimates.

groups—22 percent for persons aged 19-64 and
18 percent for persons aged 65 and over. For the
aged, nursing-home care followed closely with 14
percent. The latter type of service represents only
about 1 percent of the outlay for persons in the
two younger groups. In contrast, spending for
other professional services accounted for 13 per-
cent of the health outlays for the youngest group
but only 8 percent for the aged, as the tabulation

below indicates.

Age
Type of expenditure o

All ages | Under 19| 19-64 and

over
Total._....... mam———— [ 100.0 100.9 100.0 100 0
Hospital care .. oocomoecnnnenon 45 2 30.4 407 48 4
Physicians’ services....... 25 31.8 224 17.7
Other professional services.... 88 128 10.5 33
Drugs and drug sundries 11.0 13 9 11.0 9,2
Nursing-home care.... 47 .8 1.0 14 1
Other health services, ... 7.8 103 7.4 7.3
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Beginning January 1972, expenditures for serv-
ices in intermediate-care facilities (ICF) began
to be reimbursed under the Medicald program
and added to the personal health care total.?
Spending for this purpose is classified as “other
health services” and affects the aged primarily.
Fiscal year 1973 is the first full year with ICF
payments in the health expenditure figures. As a
result of this addition the outlays for the aged
for “other health services” doubled.

The different types of expenditures are financed
in different ways. More than half the expendi-
tures for hospital care were publicly financed in
1973. For the young, the public share was 50 per-
cent; it was 39 percent for persons in the inter-
mediate age group and 82 percent for the aged.
The high proportion for the aged reflects chiefly

2 Prior to January

from the health expenditure figures.

1972,

ICP

expenditures were
financed through cash assistance programs and excluded




the $6.6 billion that was spent for hospital care
under the Medicare program.

Public funds finance only about one-fifth of
total physicians’ service expenditures. For the
two younger groups, slightly more than one-tenth
of the expenditures for physicians’ services was
met by public funds; for the aged, government
contributed nearly three-fifths.

The public share of the total was 27 percent
for all other types of expenditures. Among the

age groups it was 27 percent for the young, 18
percent for the intermediate age group, and 44
percent for the oldest group.

The average amount spent per person for each
type of expenditure varies widely with age, as
the tabulation that follows shows. The average
hospital care bill for a person aged 19-64 ($183)
was more than three and one-half times that for
a youth; his average amount for physicians’ serv-
ices ($86) was more than one and one-half times

TasLs 4.—Estimated personal health care expenditures under public programs, by program and source of funds, for three age

groups, fiscal years 1971-73

[In millions}
All ages Under 19 19-64 66 and over
Program State State State State
Total | Federal| and Total | Federsl| and Total | Federal| and Total | Federal| and
local local local local
1671
Total $23,221 | $15,415 | $7,807 | $2,718 | $1,579 | $1,1390 | $0,136 | $4,503 | $4,543 | $11,360 | $9,242 $2,127
Health insurance for the aged..._...cc... 7,478 (AL /-7 PN U WY IR PR SURSURRI SN 7,478 7,478 |aeeaaeae
Temporary disability insurance.......... 68 |omcoanoae 68 |.. 63 68 .
Workmen'’s compensation (medical bene-
|2} PR 1,005 25 1,070 - 1,053 25 1,028 42 . enee 42
Public assistance (vendor medical pay-
ments)..... emmememekesumssaeamassanane 5,997 3,222 2,775 1,050 564 486 2,723 1,463 1,260 2,225 1,195 1,030
QGeneral hospital and medical care_........ 3,748 414 3,334 312 112 200 2,321 241 2 1,114 60 1,054
Defense Department hospital and medi-
cal care (including military depend-
[0 1145 R 1,957 1,067 |acccaouan 885 685 ... 1,213 1,213 [eeeeeae 59 89 |acemaenn
Maternal and child healt 403 1 255 275 101 174 1 47 81 |..
School health 272 |oceeaoae 272 272 |eaaane 272 |ecmcecee]emeacnae -
Veterans’ hospital and medical care 1,854 IR:157 3 DU SO PRIl N 1,421 1,420 |aomaeeo.- 433 433 |ocmeeenee
Medlcal vocational rehabilitation. . 163 130 33 33 26 7 127 101 26 4 3 1
Office of Economic Opportunity... 187 187 feemacewen 91 [*) S 82 720 —— 14 14 |ocnree
1972
Total .| 827,156 | $18,1456 | $0,010 | $3,305 | $1,875 | $1,330 | $10,097 | $5,739 | $5,258 | $12,851 $10,432 $2,419
Health insurance for the aged...o.ooacoae 8,364 8,364 |.ouenen-n JRORY I PRI B 8,364 8,864 |.emvunace
Temporary disabllity insurance._........ 68 [occrmenen [2: 3 I (ISP FERI 68 |. 68
‘Workmen’s compensation (medical bene-
! 1,215 27 1,188 |occmcc e - 1,171 27 1,144 44 |ocneeaan 44
7,455 4,003 3,453 1,268 681 587 3,500 1,028 1,662 2,507 1,396 1,202
QGeneral hospital and medical care_....__._ 4,353 619 3,734 474 194 280 2,647 366 2,281 1,231 59 1,172
Defense Department hospital and medi-
enl care (Including military depend-
ents) . e ieocicnccccccccacrnaaan 2,341 2,341 ¢ ... 819 810 | 1,451 1,451 [.ooeea . 70 70 |aeeemeae
Maternal and child health services.. 495 25 236 337 176 161 158 83 75 -
School health 295 |uemnen.- 205 295 | 205 ) PR SO
Veterans’ hospital and medical care...... 2,233 P2 < 1 I N ORI FU, 1,703 1,708 |evvnnmen 830 8530 |ocacacnns
Medical vocational rebabllitation. .. 179 143 36 36 29 7 140 112 28 4 3 1
Office of Economic Opportunity.___. ... 156 156 |ocromnnan 76 F (7% PR 69 69 |inceaacan 1
19731
Total . $30,335 | $20,105 | $10,230 | $3,576 | $2,137 | $1,439 | $12,287 | $6,303 | $5,804 | §14, 473 | $11,576 $2,807
Health insurance for the aged. ......coooo 9,039 9,089 Jumeomemac]ennccamaa]on NN PO, 9,039 9,039 |eeeeuaane
Temporary disability insurance._........ 68 |oceeee 68 |oemmccaan - 1. 8 SN 68 |.. -
‘Workmen's compensation (medical bene-
fits) 1,370 30 1,340 focoooat . 1,324 30 1,204 LT 1 I, 46
Public assistance (vendor medical pay-
ments)... 8, 525 4,625 3,899 1,370 743 627 3,800 2,114 1,782 3,269 1,768 1,401
QGeneral hospital and medical care__. ... .. 5,060 72 4,829 560 236 326 3,070 425 2,645 1,420 61 1,369
Defense Department hospital and med!-
cal care (including military depend-
ents) 2,597 2,597 909 809 1,610 1,610 [ccvmacnnan 78 8 |ocecaaeea
Maternal and child health services... 45! 22 145 70 75
School health ——— -
Veterang’ hospital and medical care 1,955 1,955 [cewmamoan 608 608 | omeucnen
Medical vocational rehabilitation.. 153 123 30 4 3 | 1
Office of Economic Opportunity. 66 66 |cecrennnn 19 19 levcaeen

! Preliminary estimates,
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that spent for a youth. For the aged, the average
expenditure for hospital care was ten times that
for a young person. The aged person spent $186,
on the average, for physicians’ services—nearly
three and one-half times the average for a person
in the youngest group and more than double the
average for a person aged 19-64,

Per capita expenditures
Ase Hospital | Physici: All
ospital ysicians’
Total care services other
Allages....o..... $375 $170 $85 $120
Under19..__........ 167 51 53 63
1064 .. ... 384 183 86 113
65 and over.......... 1,052 500 186 357

TRENDS

In the 7 years that Medicare and Medicaid
have been in operation, personal health care ex-
penditures have averaged increases of 12 percent
a year. This high annual rate of increase was
the result of inflation in medical care prices as
well as the increased use of services. The past
few years, however, have seen a slowdown in this
growth, partly because of the economic stabiliza-
tion program that acted to depress inflation. By
fiscal year 1973, the growth rate was 10 percent.

The rate of growth, however, may differ from
age group to age group. An epidemic, for ex-
ample, may affect one age group more than
another. Changes in the use of health services,
improvements in medical technology, population
increases, and public spending policies all help
determine growth in expenditures and can vary
for each age group. In fiscal year 1973, the growth
rates in expenditures for all of the age groups
decelerated but to different degrees. For the two
younger age groups, the growth rates in health
care spending dropped just slightly from the
‘previous year—from 7.7 percent to 7.6 percent for
those under age 19 and from 10.3 percent to 9.9
percent for those aged 19-64. For persons aged
65 and over the growth in expenditures dropped
the fastest. In 1972 the annual rate for this group
was 13.9 percent; by 1973, it was down to 11.6
percent. The age differences in annual rates of in-
crease in expenditures are shown in the following
tabulation:
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Annual percentage increase
Fiscal year Under age 65 Aed 65
ge
Total and over
Total |Under 19| 10-64
14,1 12,0 O] [O) 21.2
12.1 8.2 9.8 91 21.1
12.4 11.7 9.6 12.3 14.3
13.8 13.7 14.9 13.4 13.2
11.1 105 10.7 10.4- 12.7
10.8 9.7 7.7 10.3 13.9
10.0 0.4 7.6 9.9 11,6

t Data not available.

Source of Funds

The most significant trend in recent years has
been the shift in the source of funds for medical
care. With the implementation of Medicare and -
Medicaid, the government has taken over an
increasingly larger share of the personal health
care bill. Although most of the shift in financing
has been for the aged population, the public
share for those under age 65 also has grown—
from 19 percent in 1966 to 28 percent in 1973.

For the aged, the growth in government financ-
ing has been considerable. Public funds paid 30
percent of the health bill for the aged in 1966.
In fiscal year 1973 the percentage reached 64.
Medicare alone spent more in that year than the
total aged health bill in 1966. Medicaid, too,
spends substantial amounts on the aged. In 1973,
this program spent $3.3 billion on the aged poor
by financing their Medicare health insurance
premiums and paying other health bills not met
by Medicare.

Medicare paid 40 percent of the health bills for
the aged in 1973 (table 5). For services covered
under Medicare, the proportion is considerably
higher—61 percent for hospital care, and 53 per-
cent for physicians’ services. For other services
such as dental care or out-of-hospital prescription
drugs, Medicare does not pay anything.

Medicare’s share of health expenditures for the
aged has been declining slightly in recent years.
Part of this decrease is due to the inclusion of
Medicaid’s ICF payments in the total for the
aged. As noted earlier, such payments (classified
here under “other health services”) were first
included under Medicaid in January 1972; half
of fiscal year 1972 and all of 1978 therefore re-
flect this addition. Total ICF outlays amounted
to about $400 million in fiscal year 1972 and an
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TasLe 5 —Estimated amount and percentage distribution of personal health care expenditures for the aged, by type of ex-
penditure and source of funds, fiscal years 1971-73

Amount (in millions) Percentage distribution
Type of expenditure Public Public
Total | Private Total Private
Total |Medicare] Other Tdtal | Medicare| Other

1971
1 7 DO $17,650 $6,283 | $11,369 $7,478 $3,801 100 0 35.6 64.4 42.4 22.0
Hospltal care. oo cciceiccciciccaicaacaan 8,644 1,416 7,228 5,290 1,038 100.0 16.4 836 61.2 22.4
Physicians’ services. 3,168 1,158 2,009 1,859 1 100 0 36.6 63 4 58.7 4.7
Dentists’ services........ 330 209 L) S IS, 31 100.0 90 6 94 oo 9.4
Other professional services 318 229 89 78 11 100 0 72.0 28 0 24.5 3.5
Drugs and drug sundries 1,798 1,588 210 |eccucenean 210 100 0 883 107 |ocaeeaee 11.7
Eyeglasses and appliances 412 408 LY I 4 100.0 99 0 1.0 |oemcmaatan 1.0
Nursing-home care. .o..c.coiuccvococoea. 2,730 1,164 1,566 223 1,343 100 0 426 57.4 8.2 49.2
Other health services 250 20 230 28 202 100 0 80 92.0 11.2 80.8

1972
17 ) DO ORI, $20,106 $7,257 | $12,851 $8,364 $4,487 100 0 361 9 41.6 23
Hospital care.. 9,807 1,777 8,030 6,017 2,013 100.0 18 1 81.9 61.4 20.5
Physiclans’ services 3,658 1,508 2,150 2,006 144 100 0 41,2 58 8 54.8 39
Dentists’ services 355 326 29 liceaaaaa 29 100 0 91, 8.2 loceamaaan 82
Other professional services 352 258 94 82 12 100 0 733 26.7 23.3 3.4
Drugs and drug sundries. .. .cveeeecmeccmemaeneen 1,920 1,687 233 leveaeae 233 100 0 87.9 12.1 12,1
Eyeglasses and appliances 435 430 L PO, ] 100.0 98 9 ) 15 U SO, 1.1
Nursing-homne care 2,958 1,251 1,707 216 1,491 100.0 42 3 57.7 73 50.4
Other health services 621 20 43 568 100.0 3.2 96.8 6.9 89.9

19731
Potal . et ci e cameae $22,442 $7,072 | $14,473 $9,039 $5,434 100 0 36.5 645 40.3 24.2
Hospital care..... 10,860 2,004 8,856 6,613 2,243 100 0 185 81.5 60.9 20.7
Physicians’ services 3,969 1,707 2,262 2, 168 100 0 43.0 57.0 528 4.2
Dentists’ services . 381 47 1 3 34 100 0 911 89 |oeeoaeaman 8.9
Other prof 18l services 353 254 99 81 18 100 0 72 0 28 0 22.9 5.1
Drugs snd drug sundries 2,074 1,818 256 foeocmnnace 256 100.0 87.7 12,3 {oeiaeeeeee 12.3
Eyeglasses and appliances 452 446 [: 20 DO 6 100.0 98 7 1.8 umene 1.3
Nursing-home care 3,175 1,376 1,799 206 1,503 100 0 43 3 56.7 65 50.2
Other health services. .u.ececmccmccecccenacccan 1,178 20 1,158 45 1,113 100.0 1.7 98.3 3.8 4.5

! Prellminary estimates.

estimated $1 billion in fiscal year 1973. A large
proportion of these outlays were spent for the
aged. If the ICF amounts were excluded, Medi-
care’s share in both 1972 and 1973 would have

TaBLE 6.—Community hospital utilization and expenses, by age group, fiscal years 1967-73

been 42 percent. Due in large part to their in-
clusion, however, the proportion of the aged’s
health bill met by all public programs increased
from 63.9 percent in 1972 to 64.5 percent in 1973.

Number of admissions Number of patient days Average length of stay
(in thousands) /  (in thousands) (days) Expenses

Fiscal year Per ad-

All Under 65 and All Under 65 and All Under 65and |Total (in]| justed

ages 65 over ages 65 over ages 65 over millions) pa:itlent

ay

27,048 21,840 5,208 | 214,454 | 148,530 65,918 7.93 6.80 12.66 | $11,510 $49.22
27,465 21,960 5,505 | 221,971 148,878 73,003 8.08 6.78 13.28 13,697 56.24
28,027 22,123 5,804 ,633 149, 585 78,048 8.12 6.76 13.22 N 63 66
29,238 23,101 6,137 | 231,601 153,120 78,481 792 6.63 12.79 18,669 73.14
30,312 23, 966 6,346 | 234,413 155,475 78,938 7.73 6.49 12.44 21,418 82.70
30,706 24,071 6,635 | 232,892 | 153,587 79,305 7.68 6 38 11.95 N 92.48
31,483 24,513 6,970 ,984 155,623 80,361 7.50 6.35 11,53 26,589 101.05
1.5 0.5 6.7 3.8 0.2 10.9 1.9 -0.3 .9 190 14.3
2.0 N 7.2 2.6 5 68 .5 -.3 -.5 18.8 13.2
4.3 4.4 3.9 1.7 2.4 6 -2.5 ~1.9 ~3.3 16.9 14.9
3.7 3.7 3.4 1.2 1.5 .6 —-2.4 ~2.1 —-2.7 14.7 13.1
1.3 4 4.6 -.6 -1.2 5 -1.9 -~1.7 -3.9 11,7 11.8
25 1.8 50 1.3 1.3 1.3 -1.1 -.5 -3.5 1.1 9.3

Source ‘‘Hospital Indicators,” Hospuals,
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For hospital care, Medicare’s share has de-
clined from 66 percent in 1969 to 61 percent in
1978, partly because of the decline in the average
length of stay for aged persons (table 6). Since
the aged individual is responsible 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.

For physicians’ services, the proportion paid
by Medicare went down from 61 percent in 1969
to 53 percent in 1973. The reduction reflects in
part the $10 increase to $60 in the deductible
under Medicare’s medical insurance program,
effective January 1973. Tighter regulations for
reimbursement of charges for physicians’ services
also contributed to reducing Medicare’s share of

medical expenses. Another factor was 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 billed only for the un-
met part of the annual $60 deductible plus 20
percent of the remaining amount. If he does not
accept assignment, he can charge more than the
“reasonable charge” under Medicare and the
patient must make up the difference. In fiscal
year 1969, the net assignment rate (excluding
hospital-based physicians) was 61 percent; in
1978, it was down to 53 percent.

A decline in Medicare’s share has also occurred
in other types of services. The most significant

CurART 2 —Percentage distribution of expenditures for personal health care, by source of funds and age group, fiscal

years 1966 and 1973

ALL AGES UNDER AGE 65 AGE 65 AND OVER
(2% 1% 2% 2% 1% Less than
1%
Third- é
party
payments
e
51% 951%
35% e 30%
- tn—
1966 1973 1966 1973 1966 1973

l] Direct payments

Private health insurance
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drop in Medicare payments has been for skilled-
nursing facilities. Beginning in fiscal year 1970,
controls on the use of skilled-nursing facilities
were tightened and payments for such care have
declined each year since. In 1969, Medicare spent
$367 million for skilled nursing—nearly 18 per-
cent of the nursing-home bill for those aged 65
and over.® By 1978, the Medicare outlay was $206
million—6 percent of the bill.

Per Capita Amounts

Although aggregate amounts and percentage
increases provide a global view of medical care
spending, the impact of growth or changes is
best understood when expressed in terms of per
capita amounts. In 1966, the average amount
spent for health care was $182. In the past fiscal
year this amount reached $375—more than double
the 1966 amount (table 7). Some of the increase
reflects inflation, some results from increased use

of services, and the remainder is due to improved"

and more costly treatment methods. It.is ‘not
possible to determine what portion is caused by
inflation since a price measure is not available
that accurately reflects the medical care sector
of the economy. The medical care component of
the Consumer Price Index has often been used

for this purpose but the weights of the various

health care services and supplies in this measure
are not comparable to those in the medical care
bill. It would be even more difficult to isolate the
effects of inflation for each of the age groups
since the weights of the various health services
and supplies would have to differ for each age
group.

The growth in the éverage amount spent for ‘

health care has been substantial for all ages. For
a person under age 65, the average amount has
doubled over the last 7 years. For the aged, the
growth has been even more marked. In 1966,

medical care outlays for each aged person aver-

aged $445. By 1973, the per capita amount had
jumped about. $600 to $1,052. The continuing
growth of third-party financing, however,
changes the picture considerably.

3 For 1969 figures, see Barbara 8. Cooper and Nancy
L. Worthington, “Age Differences in Medical Care Spend-
ing, Fiscal Year 1972,” Social Security Bulletin, May
1973.
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Third-Party Payments

Third parties—government, private health in-
surance, philanthropy, and industry through in-
dustrial in-plant services—have been playing an
increasingly greater role in the financing of
health care. Included in third-party outlays are
the premium payments made under private
health insurance or under Medicare. The tre-
mendous influx of Medicare and Medicaid funds
for the aged, along with a substantial growth in
government and private health insurance pay-
ments for younger persons, has significantly less-
ened the direct burden on the individual’s pocket-
book (chart 2).

In 1973, third parties financed nearly two-
thirds of a person’s average health care outlays,
a sizable increase from 1966 when third parties
paid less than one-half. For aged persons, the
growth in third-party financing has been even
greater. In 1966, third parties paid less than half
of the health bills for the aged. By 1973, their
share rose to more than sevén:tenths, most of it

CrART 3.—Private per capita expenditures for personal

' health care for the aged, by type of expenditure, fiscal

years 1966 and 1973

$3714°
/
$312 7/ $94
Hospital $01 y
care ne
$108
Professional o
services $107 /’ ‘ l
N 7 llifls8s
- Drugs and ”513 i \
drug sundries ITHII - g
Nursing-home [[][JJTTY $65
care $40 L
Other .
1366 1973
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TaBLE 7.—Amount and percent of expend:tures for personal health care met by third parties for two age groups, fiscal years

1966-73

Third-party payments

) m Direct
Fiscal year Cotal payments Private Philanthropy
Total health QGovernment and
insurance industry
Allages

Total amount (in millions).

1966 $36,216 $18,668 $17,548 $8,936 $7,892 $720

41,324 18,766 22,558 ,344 12,461 753

46,323 18,899 27,424 10,444 16,205 775

52,059 20,316 31,744 12,206 18,714 824

59,127 23,281 35,846 14,406 20,550 890

65,662 24,749 40,913 16,728 23,221 064

72,761 25,968 46,793 18,602 27,156 1,035

80,048 28,127 51,921 20,463 30,335 1,123

$181 96 $93 79 $88 16 $44 90 $39.65 $3 62

205 35 93 26 112,10 46 43 61.92 3.74

227.78 92 93 134 85 51 36 79.68 381

253 52 98 93 154,59 59 44 91.13 401

285 00 112 22 172,79 69 44 99,06 4,29

313 36 118 11 195,25 79 83 110 82 4.60

343 89 122 73 221.16 87 92 128 35 4 89

375 41 131 91 243 50 , 9597 142 27 5.27

100 0 51 § 48 5 247 21.8 20

100 0 45 4 54 6 22 6 30.2 1.8

100 0 40 8 59 2 225 350 1,7

100 0 390 61 0 23.4 359 16

100 0 39 4 60 6 24 4 348 1.5

100 0 377 62 3 256 35.4 L5

100 0 357 64 3 25 6 373 14

100 0 351 64.9 256 37.9 1.4

. Under age 65

Total amount (in milhons)

1966« e e eeen [O e e e mnm $27,974 $14,286 $13,688 $7,627 $5,432 $620

31,332 15,085 16,247 , 755 815 677

34,222 15,711 18,511 9,786 8,024 701

38,223 16,784 21,439 11,437 9,256 746

43,461 18,720 24,741 13,408 10,434 8C9

48,010 19,574 28,4306 15,708 11,854 874

52,657 19,928 32,729 17,486 14,302 941

57,607 21,488 36,119 19,235 15,863 1,021

$154 96 $79 13 $75 82 $42 25 $30 09 $3.48

171 71 82 67 89 04 47.68 37.35 3n

185 73 85 27 100 47 53 11 43 55 3,80

205 68 90 32 115 36 61.54 49.81 4,01

231 77 99,83 131.94 71.98 55 64 4 31

254 02 103 56 150 45 83,11 62 72 4 62

276 22 104 53 171 68 91.72 75.02 4,94

300 19 111 97 188,21 100 23 82.66 5.32

100.0 51.1 48 9 273 19 4 2.2

100 0 43 1 519 27.9 21.8 22

100 0 45 9 541 28 6 23 4 240

100 0 43 ¢ 56 1 29 9 24,2 20

100 0 431 56.9 a1 24.0 19

100 O 40 8 59 2 327 24.7 18

100 0 37.8 62.2 3.2 272 1.8

100 0 37.3 627 33 4 21,5 1.8

Aged 65 and over

Total amount (in milhons)

B N e ———n——— $8,242 $4,382 $3,860 $1,309 $2,460 $01

, 990 3,681 , 3 589 , 644 76

12,102 3,191 8,011 658 8,179 74

13,838 3,534 10,304 769 9,457 78

15,664 4,559 11,105 908 10,118 81

17,650 5,171 12,479 1,020 11,369 90

20,100 6,045 14,061 1,116 12,851 94

22,442 6,640 15,802 1,228 14,473 101

$445 25 $236 72 $208.52 $70.71 $132 89 $4.92

532 32 106 14 336.18 31 3 300.74 4,05

633.05 166 92 466.13 34.42 427.84 3.87

709 35 181 16 528.19 39 42 484 78 4.00

785 67 228 67 557,00 45 54 507,40 4,06

859 51 251 81 607 69 49 67 553 64 4.38

959.85 288 59 671 27 53 28 613.50 4.49

1,052.48 311.40 741.08 57 59 678.75 4.74

100.0 532 46 8 15.9 29 8 1.1

160.0 36 8 63 2 59 56 & .8

100.0 26 4 73 6 54 67.6 .6

100.0 25.5 745 56 68 3 .6

100 0 291 70.9 58 64.6 o5

100 0 29.3 707 58 64.4 .5

100.0 30.1 69 9 56 63 9 .5

100 0 29.6 70.4 55 64.5 “4
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in public funds, As a result, in 1973 an aged per-
son directly paid an average of $311 out of his
total $1,052 bill, Of the $600 growth in his bill
since 1966, his direct payments have grown just
$75. '

Probably the largest contributors to the rise
in direct payments by the aged are expenditures
for items still generally not covered by either
Medicare or private health insurance. The two
largest sources of increase in private per capita
spending during the 1966-73 period were out-
lays for out-of-hospital drugs and nursing-home

care, which together increased $52 (chart 3). In

1966, these two services comprised three-tenths of
the aged’s private expenditures. By 1973, two-
fifths of private sources went for these same
seryices. In contrast, both hospital care and pro-

14

fessional services lost importance in the aged’s
private health bill. Private outlays for these two
services combined grew just $4 over the 7-year
period.

Although the impact of third parties on the
younger population’s health bills is not so dra-
matic, it is not insignificant. In 1966, third parties
paid 49 percent of health outlays for those under
age 65. Today, the proportion is 63 percent. The
major third party is private health insurance,
paying one-third of the total bill. This proportion
has remained the same over the last 8 reported
years. The government’s share—about 27 percent
—has been the same for the last 2 years. On a
per capita basis, a person under age 65 directly
paid $112 for health care in 1973—$33 more than
7 years earlier.
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