National Health Expenditures, Fiscal Year 1975

by MARJORIE SMITH MUELLER and ROBERT M. GIBSON*

Acecording to preliminary estimales of the Ne-
tion's health spending in flscal year I975, health
expenditures reached $1I185 Wllion, or $547 per
person Total health gpending showed a 14i-percent
rise, significantly higher than the inerease in 1574
when price controls in the health industry were in
effect for most of the year The ccceleration of
health spendwng during 1975 was accompanied by
a slackening in the growth of the gross national
product Eependitures for this purpose, a8 a share
of the GNP, thus rose significantly to 8 8 percent
Public spending grew two and one-half times as
fast as private spending in 1915, mainly because
of the continuing eapansion of Medicare and
Medicaid Third parties financed an estuimated bwo-
thirds of all personal healith care spending, with
the government share 40 percent and that of pri-
vate insurance 27 pereent

AMERICANS SPENT a total of $118 5 billion
for health care n fiscal year 1975 through public
and private funds—an average of $547 a person
The amount spent 1n 1975, the first full year after
the economic stabilization program ended, was
up 14 percent from the 1974 total

The acceleration m health expenditures was
accompanted by a slackening in the growth of
the gross national product (GNP) 1n 1975 (chart
1) Accordingly, health care outlays as a propor-
tion of GNP rose significantly to 8 3 percent, after
a 3-year period m which the share of GNP had
leveled off at about 7 8 percent If the GNP had
grown at its 1974 rate, the share for health care
outlays would have been about 8 0 percent

The data reported for 1973 and 1974 in last
year’s article 1n this series have been revised, as
more reliable data have become available

v

EXPENDITURES IN FISCAL YEAR 1975

The Nation’s $1185 billion expenditure for
health care 1s a function of prices of goods and
services, per capita utihization, supply of facili-
ties and health manpower, and the quality and

¢ Division of Health Insurance Studies, Office of Re-
search and Statistics, Social Security Administration
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quantity of mputs meluding the cost of new
health care technology (table 1) Price mncreases
continue to be the major contributor to the rise
in expenditures Medical care prices as reflected
by the consumer price index greatly accelerated
m 1975, according to the data shown below, m

Percentage increaze
Fiscal Hospital
¥ear CrI, | Medical | Hospital | semi- Physi- Den-
all care gervies | private | elang’ tista’
{tema totai charges !| ~room fees feea
charges
188 _ _ . 13 21) .. .. 53 31 20
166 . . . 22 29|. .. a1 39 20
1057 _ . . 30 e8|, .. . 173 74 45
1988 __ . a3 64| . ... . 159 a1 52
1969 | . . 48| « &68|. ... . 138 61 58
1970 B9, 64| .. _ 128 72 68
Tl L. .. 52 69 .. .- 133 78 80
1972 .. . | 38 47 - 94 52 B7
1973 40 , 81 313 50 26 31
1974 . 80 57 79 60 50 44
1978 . . . 10 N 126 15 4 14 ¢ 128 16 8

1 The index for this component began In January 1872, comparable data for
earller years not available '

Bource Bureau of Labor Statistics, Consumer Price Index

marked contrast to the relatively moderate fiscal
year increases observed while the economic sta-
bilization program was mn effect (August 1971-
Apnl 1974)

r

Types of Expenditures

i

Hospital care continues to represent the major
share (39 3 percent) of spending for health pur-
poses (table 2) Approximately $46 6 billion, 16 6
percent more than the amount a year earlier, was
spent for care m hospitals The mncrease, which
accelerated sharply from the 10 5-percent rise mn
the previous year, 1s attributable for the most
part to mcreases I costs; utilization was a less
mmportant factor As the tabulation that follows
indicates, hospital expenses per adjusted patient
.day, as reported by the American Hospital Asso-
ciation, jumped 158 percent 1mn 1975—compared
with nses of 15 percent in the number of in-
patient days and 18 percent 1n admissions and
with no change 1n the average length of stay
(after shght declines 1n the previous 5 years),

Outlays for physicians’ services ($22 1 billion),



Community hospitals
Ex-
Ad In- Aver- Ocelt Out Total | pense
Fiscal year [ mis- | patlen! age anc patfent ex per
gions | days | length pmmy visits | penses [ ad
(In (in of stay (por- {in (n Justed
thon | thou- | (in cgnt) thou | mik pa
sands) | sands) | days) sands) | lions) | tlent
day!?
Number or antount in year
1986 . 26,831 | 203,741 78 78 4| 94,083 | 39 721 $43 58
1967 _ | 27,048 | 214 454 79 ¥8 0 | 100,301 | 11 510 49 22
1068 . . | 27 465 | 221 971 81 78 21108 150 | 13 967 56 24
1960 - | 28,027 | 227,633 81 78 & | 113 805 | 15 965 63 66
1970 . .. | 29,238 | 231,601 7o 77 8| 128,404 | 18 840 73 12
1975 . _ | 30,312 234 413 77 771 | 142,682 | 21 418 82 70
1972 .. . 232 892 Té 76 1] 162 571 | 23 925 692 48
1073 .. __ | 31,483 | 235,684 78 75 0 | 163 481 | 26,5689 101 05
1974 ... .. | 82,762 | 242,303 T4 75 4 | 170,584 | 30,115 110 77
1976..- . | 83,331 | 245, T4 75 3 | 183,623 | 35 610 128 28
Percontage change {rom preceding year
1967 ... 08 53 39 21 86 18 4 12 8
1968._.... 15 38 28 3 T8 190 143
1980 . _ . 20 248 0 4 52 16 4 132
lov¢ . . 43 1y —25f —1¢8 11 169 14 ¢
1971 .. . 317 12)] —25 -0 12 8 14 7 131
1972__.. 13 - 6) ~13]| =268 70 11 7 118
1973 ... 25 13] —1371 —113 72 11 03
1974 ... 40 27 =13 [ 43 133 96
075 . .. 18 15 0 -1 78 18 2 15 8

1 Adjusted to account for the volume of outpatient visits

Boutree **Hospital Indicators,” Hospitals, midmonth issues, and unpub-
lished data from the American Hospital Association

the second largest category of health expendi-
tures, showed a sharp rise from 1974 (129 per-
cent, compared with 8 8 percent 1n the preceding
year) The rate of increase 1 expenditures for
physicians’ services was about the same as the
rate of mcrease before price controls were insti-
tuted—13 3 percent 1 1970 and 12 3 percent m
1971,

Expenditures for nursing-home care reached
$9 billion 1n 1975, tp 20 8 percent from 1974 The
rise was nearly one and three-fourths times the
rate of increase 1 1974 All levels of nursing-
home care are mncluded i expenditures for this
category The rapid growth of expenditures over
the past & years, as well as trends m sources of
funding, 1s shown below The share from public

Amount {In millions) Peroentage distribution
Fiscal
year

A Total | Private | Public Total | Private | Public
1067 . .. $1,751 $344 8907 100 0 48 2 [2]
1088 - 2 380 804 1,468 100 0 are 621
1069 - 3 057 1354 1,703 100 0 44 3 B85 7
1970, - 3,818 2,146 1873 100 O 52 43 8
97 . 4,800 2,01% 14N 100 O 59 7 40 3
9% .. . 5 860 3,395 2 485 100 O 579 42 1
19731 _ 6§ 830 3,477 3,173 100 0 52 3 477
19741 _ _ 7,450 3 574 3 876 100 0 48 0 520
1975, | . 9,000 3,709 b,201 100 0 42 2 578

1 Revised

1 Preliminary
4

funds reached a peak m 1968, shortly after the
advent of the Medicare and Medicard programs
After 1968, tightened controls on the utilization
of skilled-nursing facilities resulted m a drop mn
Medicare outlays for this type of care Pubhe
spending started to rise again in fiscal year 1972
when Medicaid began paymg (begmning Janu-
ary 1, 1972) for services m intermediate-care
facilities The public share has grown steadily,
particularly m the past 3 years, manly due to
mcreased Medicaid spending for this purpose—
rising from 47 7 percent 1n 1973 to 57 8 percent in
1975

Source of Funds

The accelerated growth rates in public expendi-
tures particularly during the past 2 years—public
spending mcreased almost twice as fast as private
spending 1n 1974 and two and one-half times as
fast m 1975—have changed the previously rela-
tively stable relationship of the two sources of
funds In fiscal year 1975 public funds were the
source of 42 2 percent of all health care spending;
they were about three-fourths as large as the
amount coming from private funds (in 1973, they
were a little less than two-thirds of the private
spending)

Public funds for health care came from all
levels of government—Federal, State, and local
The Federal share of total public spending has
always been the larger 'With the advent of Med-
care and Medicaid 1t has become dominant, jump-
mg from 42 percent 1n fiscal 1966 to 60 percent
mn 1967, the first full year of the two programs
In 1975, the Federal share was 675 percent

Private health expenditures consist mamly of
direct payments by consumers for health care and
msurance payments made in therr behalf The re-
mainder comes from philanthropy and mdustry
expenditures for the maintenance of n-plant
services, capital expenditures for construction of
medical facihities or their renovation or expan-
sion, and some outlays for research by private
foundations Consumer expenditures—direct pay-
ments and msurance benefits—totaled $63 8 bl-
hon m 1975—$56 hillion or 95 percent higher
than m 1974 Other private spendmng, including
philanthropy and amounts spent by industry for
in-plant health services, totaled $48 billion or
about 3 percent lower than 1n fiscal year 1974

SOCIAL SECURITY



CHarT 1.—Naticnal health expenditures and percent of gross mational product, selected flscal years 1950-75
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Private dollars for health care were spent in a
different way from public funds Almost a thred
of private payments went for hospital care and
about a fourth for physicians’ services, dental
bills and drugs accounted for another fourth of
private expenditures Only 4 percent of private
dollars were used for research and construction

More than half of the public spending, on the
other hand, went for hospital care and a little
more than one-fourth for physicians’ services and
nursing-home care Government allocated 7 per-
cent of 1ts spending to public health activities and
9 percent for research and medical-facihities
construction ‘

Government spending for medical research and
construction represented three-fifths of all spend-
mg for this purpose There was a 16-percent 1n-
crease mn expenditures for research and a 26-per-
cent Increase 1n construction expenditures Fed-
eral funds were concentrated on research (79
percent), State and local expenditures on con-
struction (93 percent) Similar patterns of dis-
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tribution for this category had existed mn 1974.

There 1s a caveat to be observed i pursuing
the above analysis by source of funds OQutlays
under government programs reflect enrollee con-
tributions—under the Medicare program, for ex-
ample This classafication conforms with that of
soc1a]l msurance m the Social Security Admims-
tration social welfare expenditure series Admit-
tedly, 1t tends to slightly understate the private
share

To 1llustrate: In 1975, premium payments by
enrollees (excluding those paid by Medieaid)
accounted for almost 10 percent of Medicare
receipts If these premium payments were classi-
fied as private expenditures, the private share of
national health expenditures would be raised
from 57 8 percent to 593 percent
" Total Medicare receipts amounted to $16 9 bil-
lion 1n 1975; total expenditures were $14 8 bil-
lion The percentage distribution of these receipts,
by source of funds—payroll tax, premium pay-
ments by enrollees, premium payments by Medic-

¢



TABLE‘I —Aggregate and per capita national health expenditures, by source of funds, and percent of gross national product,

selected fiscal years, 192075

Health expenditures
Gross
natipnal Total Private Publio
Fiscal vear prf.}fl!:mt
billicns) Amoant Percent Amount Percent Amount Percent
({in Per capita of (in Per caplta of in Per caplta of
millions) GNP millions) total mfllions) total

$101 0 $3, 550 $20 18 30 $3,112 $25 28 BT $477 $8 B8 133
68 7 2,846 2 M 41 2,303 17 84 809 543 421 151
85 1 3 863 28 83 41 3 081 22 99 798 782 584 20 2
0. . . . epeeee ceee 263 4 12,028 78 35 48 8,062 58 38 45 , 085 19 97 25 §
1985 e ccnrramm e am e am 7 17,800 103 76 44 12,609 mH R 4 421 24 46 25 5
485 6 28 856 141 63 52 19,4681 106 60 753 8 395 85 03 24 7
655 6 38,892 107 75 50 29,867 149 27 78 9,538 48 48 28
T3 8 42,106 | - 211 58 59 81 21 157 15 743 10,830 84 41 287
774 47,879 237 98 82 32,057 159 30 87 0 15,823 78 83 330
827 0 88,765 264 37 45 727 165 84 827 20 040 08 B4 3738
899 0 60,617 205 20 a7 37 882 183 51 622 22,837 111 70 378
954 B 60 202 333 &§7 72 43,064 211 92 63 & 25,238 121 85 88
1,013 6 77,162 368 25 76 48, 558 231 T4 42 9 28 804 136 81 371
1,100 6 86 687 409 19 53 398 252 37 616 33,289 157 83 38 4
¥,225 2 95,884 447 81 78 58,895 276 68 a1 8 806,389 170 68 38 2
1,348 ¢ 104,030 484 53 77 62,182 204 80 7 40,879 160 33 3038
1,424 3 118, 500 547 08 83 68, 562 314 48 57T 8 40,948 230 87 42 2

1 Preliminary estimates

a1d, general revenues, and interest—is shown be-
low for 1973, 1974, and 1975

Bouree of funds 1978 | 1978

Total Medicare veceipts. ... « —ccoeeeeee o] 1000 | 1000 100 0

Percent from—
Payrolltax .. . .. e mmm mmemmea| 887 60 4 a7 8
Prem{um payments by enrolless. ... . .. ....| 113 99 99
Premium payments by Medieald 13 11 13
General revenues........... ou.- 118 16 4 169
et memrmmmm aemas e 22 a1 43
Hospital insurance receipts 00| 1000 100 0

Percent from—
Payrolltax b .. ... .ecc vorce veee = ea- 92 5 82 2 80 9
Goneralreventes . . .. . —orer - accoon aons 51 43 42
B e 2 e rar wmem = —r = o= mmmes 24 a5 414
\Eupplementary medieal insurance receipts_..| 100 0] 100 0 100 ©

i

Peorcent from—
Premium payments by enrollees ____. __ .. . 43 9 403 387
Premium payments by Medwesid_.. .. . ... 52 45 40
General TeVONUeBaan. - - ccnnr mece v waconos 49 4 533 589
In mmen mmrmmas  rem = mmem —x w me mm 16 20 24

1 In 1874 and 1075 includes amall arnounts paid inHI premiums by persons
previously uninsured

Botrce Unpublished Treasury reports keyed to Fingl Statement of Receipts
and Ezpenditures of U 8 Government

Expenditures Under Public Programs

'

(Government spending—Federal, State, and
local—for health services and supplies totaled
$45 6 ballion 1 1975 Almost $31 billion came from
Federal sources, the remaining $15 billion from
State and local governments

Each government program 1s listed mn table 3
along with amounts spent during fiscal years 1973,
1974, and 1975, by type of health care service and
admmustrative costs Federal and State/local pay-
ments are shown separately to distinguish between

programs financed solely by Federal funds, those
' by State and local funds, and those by both
These programs and their outlays are also re-

s + ' Dorted in the annual BuLLETIN article on social

welfare expenditures,

Expenditures by governments for health serv-
ices and supplies rose $838 billion 1 1975, an
increase of 22 4 percent over 1974—almost double
the 12 5-percent rise 1n the previous year The in-
crease 15 due to the rapid inflation since the Lifting
of price controls, plus expansion n public pro-
grams, particularly Medicare and Medicaid Med:-
care program expenditures expanded 303 per-
cent m 1975, compared with a rise of only 19.7
percent In fiscal year 1974 The Medicaid pro-
gram expanded even more rapidly than Medicare
did 1n 1975 (25 percent)—at double the rate of
expansion m 1974 (12 6 percent). ,

The Medicare and Medicaid programs ac-
counted for 72 percent of the overall rise 1n pub-
lic spending The Medicare program spent almost
$15 billion—mostly for hospital care and physi-
cians’ services The Medicaid program spent
nearly $13 billion, chiefly for hospital and
nursing-home care and physicians’ services

The accelerated expansion of the Medicare pro-
gram was due 1n part to the increase in the num-
ber of disabled persons who received Medicare
benefits and 1 the number who were beneficiares
because of chronic kidney disease. As of January,
1975 the number of disabled persons eligible for
Medicare hospital isurance had increased to 1.9

+
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million, 1ncluding 10,000 with renal diseases; 17
million of the disabled were also eligible for sup-
plementary medical 1nsurance Approximately 9
percent of all Medicare hospital rexmbursements
and about 115 percent of Medicare suppplemen-

tary medical mnsurance payments were i behalf
of this group 1n 1975

Although coverage of the disabled by Med:care
became effective m July 1973, the program was
not fully implemented during that first year,

Tapie 2 —National health expenditures, by type of expenditure and source of funds, fiscal years 1973-75

[In millions]
Bource of funds
Private Publje
‘Type of expenditure Total
State
- Total | Consumers| OQther Total Federal pnd
local
19751
+
Total . oee - f e e s e e m as s me = am ome e $118, 500 $68, 562 $63 784 $4 768 $40,048 $33 828 $16,119
Healih services and supplied ... v = cee - & v 4 oo on . 111,250 85,665 63 T84 1 881 45,5685 30,778 14,808
Hospitaleare __ . . ._ . _ - 46 600 20 957 20,413 544 25 643 18,264 7 350
Physiclans’ services __. .. . 22,100 16 248 16 230 15 4 856 4,262 1,503
Dentists’ gervices .. = 7,600 7,085 7 088 . - 415 255 160
Other professional sexvices_ . _ 2,100 1,501 1,851 40 509 42 147
Drugs and drug sundries. - 19,600 8,606 9 696 — . 205 478 427
Eyeglasses and appliances - 2 300 2,1u8 2,108 R 102 57 45
Nursing-home care_._. - 8 000 i kired 3 787 82 5,20 2 982 2 2%
Eapenses for prepayment snd administretion . - 4,593 3 389 2 845 B44 1,204 997 207
(Government public health activities . . ., .. . 2,487 . . e . . 3 457 1201 2,266
Other heglth services.. . . .. . O - 2,000 706 - . 0w 2,204 1,939 355
Research and mediecal facilities construetion_ . . ... . .- 7,250 2,887t . . . 2 887 4 363 3 052 13811
Research ¥ | ______ ___ ... . e am e e = .- 2 750 236 |. 235 2 515 2,418 97
Construction . 4,800 2 652 - 2,652 1,848 834 1,214
Fublicly owned facilities_. ~.” .. i ome mmmes e o = 1,266 - . 1 268 68 1,198
Privately owned facilities . . .. . .. . . e e . 3,234 2,852 | .. - 2,662 582 564 16
' 16743
Total. .. .co ... oo o m e e ae em e - §104,030 $63,152 §568 224 $4 028 $40 870 $27,484 $13,395
Health services and supples. . . .. . [, PR 97 214 59,972 58 224 1,748 37,243 24 913 12 330
Hospitaleare . .. . _ . e me w4 4 meoamm meaaw 39,063 18 639 18 126 513 21 324 14,626 6,608
Physicians’ services.... .. . . .. . . . &+ o« er e e 19 571 14,834 14 820 14 4 737 3,420 1,318
Dentists’ serviees . . _ ... crn - cer an e w e oee - 8 783 « 6,450 8 450 - 333 215 118
Other professional services | . _ . ... ... ———en am 1927 1,576 1,538 38 351 225 126
Drugs and drug sendries* __ | . —— = = - . 9 812 8,862 82| . __ 760 410 340
Eyeglasses and appliances__ — - . - FOR. 2,160 2 070 2 070 - B0 50 40
Nursing-home eare_._. _ . - .- . 7,450 3,074 3 54 30 3 876 2,314 1 562
.. Ex1penses for prepsyment and administration . . .. - . 4 B0L 3,342 2,814 628 1 169 995 184
" Government publi¢ hoalth activitles. _ . .. ... _ .. 2 625 - - 2 625 259 1,866
Other health services. _ ... . _ . . . . .. . - 2,622 625 o ee - 625 1,987 1,699 208
Research and med{cal-dacliities constructmn,_,, . e — . 8 816 38 .. - 3,180 3 636 2 671 1085
Research Y. __ . _ . ... .. . . .. o 3,380 219 . 219 2,170 2,078 92
Conatruction__ R 4,427 2,961 . 2 961 1 466 493 973
» Publiely owned facilities - 1167 - 1,167 200 958
Privately owned facilities_ . - 32601 2,981 ] .. - 2,061 209 284 15
1973 *
Total.. .. & oo o e e - e a me mm e = 395 3581 $58,095 $64,213 $4,782 $36 389 $24 280 $12,109
Health services and supplies . __ . .. . .. - - B8 941 55,840 54,213 1 633 33 095 21 793 11,302
Hospitaleare .. .  .__ . _. - e - - . - 36 155 17 113 16 842 471 14 (42 12,793 6 249
Physicians’ services_ ... e em = = Ao . - . 17 995 13 861 13 849 12 4 134 008 1128
Dentlists services .. .. _ . . ee e e ae 6101 5,780 B, 780 . 321 214 104
Other professlonal serviees _ . _ . _ . _ . 1 781 1,440 1,408 M 341 24 117
. Drugs and drug sundrieg ¥ _ _ - - - 8,087 8 272 R 272 - - - 8 387 328
Eyeglasses and applisnees. ... ... . . . .. . . 1 088 1,965 1,806 . - 81 45 35
. Nursing home care .. ._ . . 6 650 3,477 3,449 28 3,173 1,840 1,323
Expenses for prepayment and administration . _ T 4 299 3 418 2,810 508 841 704 177
Government public health activities ... . .. . .. . - -- 2,152 | . . .. " 2,152 911 1241
Other health services.. .. . .... ..u. .. I, 2,835 580 . - 580 2255 1,854 801
Research and medical-fac{lities construction .. ... ’ - e . 6 443 LT I 3 149 3 204 2,487 807
Research 1 __ ___ - - e . ... . e 2 208 208 - - 208 2,000 2,002 )
Construction.. e me . . .- 4 145 t2u4l | . .. 2,M1 1,204 485 ng
Publicly owned facilities” .. .0 . . _ I, . 967 | .. . . - .. 967 262 s
Privat.efy owned facllitles . .. ... . e e e e - 3,178 2,041 | 2,941 237 223 i
1 Preliminary estimates excluded from “research expenditures *
1 Research expenditures of drug compandes in “drigs and drug sundries” % Revised estimates
1
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mostly because of delays in filing claims and pay-
ment lags As a result, expenditures for this
group were abnormally low in fiscal year 1974
Thus, Medicare expenditures for the disabled
were 75 percent larger in 1974 than expenditures
in 1973, as the data that follow show

Medicare expenditures for hospital care rose

Bensfit expenditures for
Ima.bled
Source of funds {in millions)
1074 1075
Total . ... _ . P 4382 4 $L Mz 0
Hospital insurance 249 8 005 1
Supplementary medical insurance. .- - 132 8 836 9

33 percent from 1974 to 1975. This increase re-
flected an increase in the unit costs of hospital
care and increased utilization of hospital services
(Medicare hospital admissions went up 8§ percent
from 1974 to 1975). In addition, the Medicare
expenditures for hospital services in 1974 were
understated by approximately $300 million:
Obligations paid that year were reduced by the
amount of current financing payments recovered
by the Social Security Admimstration?® If this

1For a fuller explanation of current financing pay-
ment recoverles, see Marjorie 8mith Mueller and Robert
M Gibson, “Age Differences in Health Care Spending,
Fiscal Year 1974,"” Social Securily Bulletin, June 1975,
page 9

+

TasLe 3 —Expenditures for health services and supplies under public programs, by program, type of expenditure, and source

of funds, fiscal years 1973-75

4

[In millions]
Other Eye Govern-
Hospttal | Ehysl | Den rofes | Drugs 1 glasses | Nursing | ment | Other | Admin-
Program and source of funds Total ¢are clans’ tists’ gionil and drug and home ublio health istra-
services | servicea services sundries | appli oare ealth | services tion
' ances activities
10751
Total. « - .s . |B45 584 7 (325,643 3| $5,855 4 14 8 $508 7 904 8 $102 21 85,201 3| $A,467 0 ) 82,208 6| $1,203 8
Health insurancs for aged and dis
abled *? 14,781 4 | 107208 2,8671 . . ... 186 1 R - 257 0 fene o en | vn s o = 680 8
Temporary d!snblllty insurance {medi
cal benefits)¢ _ 733 536 170 . .. 12 08 07| - . b e we | e e ii]a enesaens
‘Workmen's compensatlon (medieal ben-
aflts)d 1,830 0 922 8 T e s 58 4 36 6 .2 IR O . [ [
Public sssistance (vendor medleal pay-
ments)? 12,068 0| 42708 1,685 7 wrl 224 B BB .. . 4,724 .. . 848 7 ‘481 2
General hospitsl and medical care.. 491 7] 58607 13 a2 .. 16). .. o o] -- . w8l - ... -
Defense Department hospital and med .
ical care (including military de-
pendents)? - 30110 1,003 8 218 8 108 - 07l .. R . 848 3 as
Maternal and child health services 540 0 El 9 498 128 40 2 18 w1, . . . 328 8 46
8chool health - - . - - - R e . . O R,
Other public hea]th actlvities . . . . em mm | em - . 4570 .. . e =
Veterans' hospital and medleal ears 3,242 3| 2,258 8 32 4 Ba).. .. 78 80 7 161 § - 60 0 868
Maedical vocatipnal rehabilitation 190 0 70 950 - U 1801 . . |- o ¢ |oc come s cee s
Office of Economic Opportunity 7 .- . PR - J e O o o I ey
Federal _. . - L180,7763 | 18283 5| 4,262 8 26 8 842 0 477 8 571 2,981 8; 1,2000) 1,089 ¢ 997 2
Health Insurance for aged and dis- N
abled 3% _ _ - - - 14,781 4| 10,710 6 | 2,987 1 | 1861 ..... o] en aman o 28T 0 |- nen aea [vee = =oe 660 &
Workmen’s compensation (medical
benefits) 508 29 128 .. . 30 b U S P [T, [N S,
PubHle assistance (vendor medical pay-
ments)® _} 60884| 22888 903 4 180 7 1205 M38). .. . 2,562 0| ... ... 1874 746
General hospital and medical care __ 1,089 @ 087 8 139 82| ... 18 PR e 108 3 .. . ..
Defense Department hospital and med
ical care (including military de
pendents) 30110] 10038 218 § 1081 [ B 1 P e cedes oo 848 3 218
Maternal and child health services _ 277 0 42 8 378 87 32 4 g5 W0W4|... .| - - 181 0 40
Other publie health actlvities .| n2mo0 - [ I [ T | Lo, - .-
Veterans’ hospital and medical eare § | 3,2423| 2253 8 82 4 Bl4f. . . 78 07 89| . .. . 660 0 358
Medical vocatlonal rehabilitation_ 157 0 63 8 TBE| i v o e e o] - . 149 ... .. J e T O
Office of Economic Cpportunity ? - - N - I [ PO T s e me| e e em
Btate and local 14,808 4 | 73798 1,803 1 160 1 188 7 427 0 451)| 2,198} 2,256 0 B4 5 206 8
Temporary disability Insurance (medi
cal henefita}é | . 733 56 170 ... 12 08 07| ... [P [P R
Workmen s compensatlon (medieal |
benefits - 1,779 4 AR89 7 MwEL| ... . 534 LLE ] el ... T
Puble a.sststanoe (vendor medleal pay -
ments)? g,001 7] 1,081 9 723 15 & 104 3 WEB|. _..] 2,298 .. . 182 3 206 6
General hospital and medical ca.re .. 4,402 1 4402 1 - . - — - - e alee e ale e i ] e s .
Maternal and ¢hild health services 263 0 391 122 38 78 23 . 34 P . 1928{ .. - .
8chool health ¢ - - . o U U (T T
Other public health activities - 22860 . - U O M P ee o 22580 ). oo o | vwee e
Medical voeational rehabilitation . 330 13 4 W8, . e o= |- + -- BY| e o vae | om ea [

Bee footnotes at end of table
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amount were to be included with the hospital ex-
penditures for 1974, the increase would be reduced
to 25 percent The rises in expenditures for physi-
cians’ services and nursmg-home care were in the
same magmtude as this adjusted increase—278
percent and 26 6 percent, respectively The sharp-
est rise in gpending was for other professional
services—from $342 milhon to $509 million, a
75 1-percent increase reflecting largely the greater
utilization of home health services Expenditures
for other professional services, however, repre-
sented only about 1 percent of total Medicare
program outlays

Probably the major factor mn the steep rise mn

Medicare hospital benefits was the switch 1 fiscal
year 1975 by many providers—following repay-
ment of outstanding current financing funds m
fiscal year 1974—to the “periodic interim pay-
ment” method of financing Payments under this
method, which are based on estimated costs and
utihzation, were 65 percent greater than they
were I fiscal year 1974 and accounted for half the
increase 1n hospital benefits The rise 1n Medicare
medical msurance benefits was largely the result
of catch-up increases in physicians’ fees after the
economic stabilization program ended Medicare
placed a limit of 55 percent on fee increases mn
determming its calendar-year base for payments
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TABLE 3 — ak?endlhlres for health services and supplies under publhe programs, by program, type of expenditure, and source

of funds, fiscal vears 1973-75——Continued
{In millions]
Other Eye Govern-
Hosplta] Physl- Den- toles Dmgs | glasses | Nursing ment Other | Admin.
Program and source of fitnds Total pl s olans’ tist [ DO anddrug| “and home ubkic | health | istra
services | services | S ON% | sundries | appli care ealth | services | tion
ances activities
& 16749
Total. .. ... .. . . [$37,2426|$21,324 1] $4,737 4 $332 8 £381 0 $750 3 $809 | $3B763|826253 | 819970 81,138 5
Health lnsura.nce for aged and dis
abled 11,347 5| 8,0491 | 2,321 9 . . 106 3 . - 203 0. . - - 667 2
Temporary dlsability Insurance (medi-
cBlbaneﬂts)_ wT 520 161 I 11 0B a7 .- - .- [
Workmen’s compensation (medical !
bensfits)d, 16600 785 5 664 3] .. 479 3z 1. - . . . -
Public sssistance (vender medical pay-
ments)t. 108710 8,6176| 1,401 3 253 4 169 0 <L R 3,548 0 . 258 4 433 5
General hospital and medical care 5081 0| 4,006 5 11 8 asy . .. 161 . 1 - . e R
Defense Department hospital and med-
ical eare ({(inclading military de-
endents)® 27410 1,738 3 157 6 145 45 _ . 803 8 228
Maternal and ¢hild health services 493 4 748 [N ] 1 2 36 7 108 14 7 R 295 2 46
Bchool health ¢ .- - - - P -
Other pubHc health activities . . .| 26253 . - [, .- - . 2,625 3
Veterans' hospital and medieal eara. 2786 6] 1,067 2 25 8 49 - 57 257 125 3 - . 661 O ano
Medical vocational rehabilitation. 185 2 41 93 4. - . .- 177 - - .-
Office of Economic Opportunity ? - . - - - - -
Federal - 24913 2| 146264 35,4197 215 3 224 9 400 9 499] 2,314 5 9500 1,808 8 054 8
Health msur wnes for aged and dis
abled ? 11,347 81 80401 2321 9 [ 1063, . . - 203 0 - 667 2
Workmen’s compensation  (medical
benefits) _ 361 35 g0 . - 32 07 7] - P - - . -
Public assistance (vendor medleal Pay
ments)® 583321 2021 T84 B 144 7 83 0 ‘4l L 1,986 21 _ . 144 0 200 8
General hospltal and medice] ¢are 821 0 725 % 11 8 38| . . 16] . - - - - Be - -
Defense Department hospital and med
ical care (including military de-
pendents)s | ozio] 1,738 8 157 8 148 45 . . 803 8 223
Madternal and chitd health sérvices . 234 7 361 318 74 274 80 87 - -]. 1198 48
Qther publle health activities - 959 0 . - - . P 9 0 . -
Veterans® hospital and medical care & 2,786 6| 1,067 2 25 B 49, . 87 25 7 125 3 461 0 310
Moedical vocational rehabilitation . 140 6186 wey . . .- - R 118 - . [

Office of Economic Opportunity ?

!
8tate and local - - e 12,820 5| 6,807 7| 13178

117 5 126 1 M0 3 400( 1,01 8| 160608 208 2 163 8

Temporary disability Insuranc¢e {medi

cal benefitayd, .. 7 520 161
Workmen’s  compensation  (medical

banefits}d, 1,523 ¢ 762 0 855 3 |-
Puhlic assistance (vendor medieal pay-

ments)? 4,838 7| L5028 816 9
General hospital and medical care .. 4,240 0| 4,240 0 - -
Maternsl and child health services __ 258 7 ®7 137
School health ¥ - . - - PR
Qther public health activitles _ . . 1,066 3 -
Medical vocational rehabititation. | 312 125 158 |

. 11 08 or] . . . .
.. 457 306 04| . .- .

137 0| s62f . . . LS| . 113 8 163 §
28 93 28| "Teo| T T B4 .
PR R B IR M T 1,066 8 T

Bes footnoted at end of table
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for fiscal year 1974; the amounts paid physicians
m fiscal year 1975 were based on prevailing and
customary charges, derived from actual charges
1n calendar year 1978

Medicaid payments totaled $13 0 billion i fis-
cal year 1975, The 25-percent rise mn expenditures
was attributable to increases m the number of
reciplents as well as to rising hospital care costs
and physicians’ fees Preliminary estimates indi-
cate that the number of Medicaid recipients went
up from 219 million 1n fiscal year 1974 to 243
million 1n 1975, an merease of 10 7 percent Den-

tal care expenditures and outlays for other pro-
fessional services also rose substantially
Medicaid expenditures nclude amounts paid
as premiums mto the Medicare supplementary
medical insurance trust fund m behalf of aged
and disabled persons who either receive publie
assistance cash payments or are medically m-
digent These premium payments are used by
Medicare to finance services under the supple-
mentary medical msurance program. Since they
are reported as expenditures by both the Medzc-
ald and Medicare programs, & small amount of

TasrLe 3 —Expenditures for health services and supphes under public programs, by program, type of expenditure, and source

of funds, fiscal years 1973~75~Conlinued

[In millions]
-
Other Eye Govern-~
Hospita)| ED¥el Den- rofes Drugs | glasses | Nursing | ment Other | Admin
Program and soures of funds Total P clans’ | tiste' | BPOS fand drug] “and homs ublie | health | Istra- *
services | serviees urvli‘oes sundries | appli care ealth | services tion
ancesd activities
1978 ¢
Total., .. - - - 883,004 5 [$10,042 0 | $4,134 8 B3 4| 33408 8714 6 $80 8 | 83,172 6| 82,151 7| 82,286 1 $881 1
Heslth insurance for aged ? 9,473 8| 6,768 2 | 20188 ). .. _ 830 [ 173 0 . - . e 487
Temporary disability insurance {(medi-

catbenefita)é. .. . .. . .. 60 8 520 183 . . 11 07 [ 2 PR T O .
Workmen’s compensstion (medical

benefits)d.. _ - - e - 1,835 0 472 4 56831 . .. 410 268 b-: T I IR R R
Publie assistance (vendor medical pay-~

ments)? . _ P - . 2| 2087 34740 1,197 4 220 4 1400 25| . .. 280210 .. .. 21 0 801 3
General hospital and medical care _._ 4,7125] 4,641 [N 22| . . . 1381, .. . ave == = em e we 764 (. cn ae
Defense Department hospitsl and med

feg] care (including military de-

pendentg'_ . - e . 2,488 0| 1,848 0 15 7 268 [ 64| .

Maternal and child health services . .. 458 8 68 9 a9 10 4 338 100
School health ¥ _ . e - ool - . ... P R T
Other public heaith activities . _._ 2,151 7 P N - . e el & - .
Veterans’ hospital and medical care | 2,873 1,767 & 21 8 B2l .. - 40
Medical vocational rehabilitation . 176 0 arl 00 . . ... .

Cffice of Economic Opportunity ¥ . 1824 . - "7 76 320 122 .

Federal, e e s . 21,792 ¢ | 12,702 8 | 8,008 0 arT 223 9 386 45 4| 1,840 2 gl1 0| 1,688 7 704 3
Health insuranca for sged *4 9478 8| 6,788 2| 2,018 9 . B0l . . - e 173 0 e e w | ee e 438 7
Workmen's compensatlon (medieal

benefits) __ .. - e 323 21 0 81 |..-- 19 0Dé [ i PR N IPSUROI R
Public assistance (vender medicsl pay-

ments)* | . - . 4,997 4| 1,884 3 618 ¢ 11¢ 8 818 B3 9 v e | LOBBTL o - 1568 2 214 B
QGenera] hospital and medical care . . _ B4 7 716 8 -3 22 .. . | N [ I B4 e aenn
Defense Department hospital and med-

jcal eare (including military de-

endents}® e+ e e ] 24880 1,5480 1537 258 | - .. G4 T T S T80 w3
Maternal and child health services 221 ¢ 2! 28 78 257 76 g2 .. . . 103 & 47
Other public health activities _ . ane| . O [ e e miol ... .|... ... -
Vetarans’ hospital and medical care § 2,587 3| 1,767 3 21 é B2l . ... [ 3] PN 107 5 . - 881 7 261
Medical vocational rohabilitation 140 ¢ 837 728 PR T T JEIN I RN (VR R R
Office of Economie Opportunity 1. 152 4 - - 47 78 820 P O R 50| oo o s

Btate and local . . . 11,801 8 6,249 2| 1,126 3 103 8 116 ¢ 827 7 854 1,8284| 1,240 7 oot 4 178 8
Temporary disahility insyrance (medi-

oal beneflits)4 - - - 69 8 5240 153 - 11 0T 07| e oo oe scare{onncoa] o waen
Workmen 8 ocompensation (medical

benefits)+ . . .. 1,827 651 4 560 2| -. . 301 250 28 0
Public assistance (vendor medical pay

ments)? e e - 4,211 8] 1,589 7 520 & 100 9 [ 2086 .. ..

Genera] hospital and medical eara 3o0T8 | 30078 | . . . .
Maternal and child health services . 234 8 1) 121 29 81 24 .3
8chool health ¢ - . .- 00| . . - . - - U T
Other public health activities . _ 1,240 71 - O PR . -
Maedical vocational rehabilitstion . . 850 13 4 182 v wu] = enwlf -- 84

1 Preliminary estimates

 Includes premium payments for supplementsry medica] insurance by
or in behalf of entplices

¥ Includes duplication in the Medicare and Medicald amounts where
premium payments for Medicare are financed by Medicald for cash agsist
ance reciplents and, in some States, for the medically indigent

# Includes medical beneflts paid under public law by private insurance

carriers and self insgrers
% Payments for services outsjde the hospital (excluding “other health
sorvices') repressnt only those made under contract medical care programs
¢ Beginning in 1974, data not separable from total education expenditures
T Beginning In 1974, included with “other public health ectivitles
¥ Rovised estimates
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duplication results and public expenditures are
thus slhightly overstated, The amounts of pre-
miums that have been paid by States for this
“buy-mn® coverage are as follows-

Amount
Fiscal year (in millions)
1967 $321
1968 630
1969 - - 75.8
1970 072
1871 . e tn 1316
1972 .. - 1379
1973 .. - 1493
1974 1710
1975 - 2131

The next largest category of public health
spending—general hospital and medical care—
also accelerated 1n 1975, reacting to inflationary
pressures The rise was 85 percent, compared
with a rise of T4 percent in 1974 Direct medical
services are provided by the Federal Govern-
ment primarily through Public Health Service
hospitals and Indian health services State and
local spending—80 percent of the total in this
category—represents primarily funds expended
for the operation of State or local psychatme
hospitals

Expenditures for State and local schoo! health
and the Federal Office of Economic Opportunity
(OEOQ) programs are shown only for fiscal year
1973 Estimates of school health outlays in 1974
and 1975 were not available separately from the
education category. The health activities of OQEO
were transferred in fiseal year 1974 to the De-
partment of Health, Education, and Welfare and
are currently included in “government public
health activities”

Fifty-six percent of all public spending for
health care was for hospital care, with the share
of the total for this purpose declinmg from 57
percent 1 1974 and 58 percent in 1973 Almost
one-fourth of public funds went for physicians’
services and nursing-home care In 1974, spend-
ing for these categories amounted to 28 percent
of the total; in 1973 it was 22 percent,

For the various types of health care, the share
of total expenditures differs with the program
and, of course, reflects the program focus Ninety-
eight percent of the outlays from the general
hospital and medical care program were for hos-
pital care, for example, and 93 percent of Med:-
care expenditures went for hospital care and
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physicians’ services The medical vocational re-
habilitation program, on the other hand, spent
half its funds on physicians’ services Seventy
percent of Veterans Administration expenditures
went for hospital costs Department of Defense
health expenditures were also mamly for hospital
care (63 percent), Expenditures by State tem-
porary disability programs and State and Fed-
eral workmen's compensation programs reflected
therr emphasis on both hospital and medical care
95 percent of the expenditures under temporary
disability msurance were for these services, work-
men’s compensation programs allocated 50 per-
cent for hospital care and 43 percent for physi-
clans’ services

Federal outlays for admmistration of Med:-
care decreased 1 percent—from $667 2 million in
1974 to %6606 million m 1975 Adminstrative
costs amounted to 4 5 percent of total Medicare
expenditures

Medicaid administrative costs were 3 3 percent
of the total program expenditures ($13 billion) by
the States and the Federal Government The
Federal admmustrative cost ratio was 3 ¢ percent;
the State and local government ratio was 8 4 per-
cent,

Medical Education

As a category, “medical training and educa-
tion” 18 not included n the estimates of total
health expenditures Some components of this
category, however, are included—mainly training
outlays that cannot be separated from hospital
expenses and medical research Most of these ex-
penditures are made by the Department of De-
fense and the Veterans Administration Shown
below are data on Federal spending for medical

[In millions]
Fiscal year
Agoncy
1973 1974 1975

Total.... . . e e e am mm e aa $1,218 1 81 146 | $1,824
Department of Health, Education, and Welfare 745 787 860
Department of Defensa ... . . 131 191 219
Veterans Administration . e e e e . 148 167 223
Department of Labor - - e 158 4 5

Environmentsl Protection Agency. . . . 14 - -
Other agencies __ . . mee . . . 26 17 17

Source Special Analysis, Budpet of the United States Gorernment, Fiscal
Year 1875, page 157, and Flacal Year 1876, pages 194-193, Office of Manage-
ment and Budget, 1075
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TaBLE 4 —Aggregate and per capita national health expenditures, by type of expenditure, gelected fiscal years, 1929-75

Type of expenditure 1529 | 1936 | 1040 | X950 1060 | 1966 | 1068 | 1967 | 1968 | 1969 | 1070 | 1971 | 19721 | 19731 | 1074t | 19752
. Aggregate amount (in millions)

Total e e aeome $3 580($2,84683 BE3|$12 027|325,850338,802|$42,1001547 870853 760|580 617|$69.2(}2 $77,162 $88,687|$95 384/$104 030|118, 500
Health services and supplies_. . 3,382 2,788 8,720( 11,181| 24,162| 35 664| B8 661 44 343| 40 802| B6,327| 64,085( 71,762| 80 548] B3, 041| 97,214l 111,260
Hospital care . mmmne o e = 1 731 @ 3,698 8,409 13,1500 14 245| 168 021 10 384 22 356( 25,870] 20,133 32 720| 36,155 39,043| 46,
Physicians’ services. ... - 004 744} 48| 2,680 5 550! B 405 B,B65| 9,738( 10,734( 11,842( 13 443( 15 098} 16,827( 17,085 10 571 22 100
Dentists’ services . __ .. 476 208 40 940] 1,944 2,728 2,806/ 3,158 3 518| 3 9200 4,473 4,908} 6,864 6 101 6,783 7,500
Qther professional services _ 2480 180, 173 i 848 1,140) 1 139; 1,217 1 208] 1,886 1,500| 1,634 1,781 1,827} 2,100
Drugs and drug sundries._.. 601] 471 621} 1,642 38,591| 4,847 &,032| 5,480 5,865 6 482| 7,114] 7,826) 8,239 987 9,612 10,600
Eyeglasses and appliances. | 181 az8p asol  4ysl  750| 1,1a1] 1,309 1,514 1685 1 743 1,776 1,810| 1,878| 1,986, 2,180 2,300
Nursing home care _ _ J RS 28, 178 480 127 1,407 1,751| 2,360| 3,057| 38 818 4,890| 5,860 6,880( 7,450 9,000

Expenses for prepayment and
administration ._ .| 101 91 16l 200 807 1,234 1,446 1,818 1,930 2,066) 2,1150 2,405 3,645 4,209 4 501 4,592

Government public health ec
tivities _. - - - 89 1121 135 351 401 731 B84 1,001] 1 195 1 437 1,608 2075 2,152F 2,625 3,487
Other health services - 80| €3 02 5a4| 1202 1,416 1 620! 1,9400 2,119 2,388) 2 625 2,685 2,606 2 835 2,622] 3,000

Research and  medieal facilities
epnstruction . - - 207 58 134 847 1,804 3 2280 3 448 3,536 8,084 4,200 5137f & 400 6,1 6,443 @ B16| 7,250
Research.. _ .. .. - . - 3 110 &2 1,301 1,848 1,608 1,800( 1 700 1,846 1,850 2,058 2,298 2 389 2,750
Constraction . . - - 207 58] 131 737 1,1020 1,837 1903 1930 2,184 2,500 3,201] 3,550 4 081 4,145 4,427 4 50O

1 Per eapita amount?

Total . - $20 16|$22 04/$28 83| $78 35(3141 63\$197 T5(3211 56{$237 98:$264 37[$208 20{$333 575368 25/$8400 71[$447 31| $484 B5| $547 03
Health services and supplles  _ 27 48| 21 59} 27 63| 72 83 132 35| 181 34| 104 24| 220 36; 244 8| 274 30| 308 81| 342 48| 380 60| 417 10| 452 61| 513 88
Hospital care . - . 820 B65 T23| 24 09 46 58| 66 87| 71 &7 84 09| ©b 31| Y08 87| 124 74| 130 O3} 154 B4 169 551 180 06 215 12
Physieians’ services.____ . .1 808 576l TOB| 17 82| 80 BT 42 74| 44 54] 48 BU| B2 78| B7 67| 64 80| 72 05) 78 11 84 89| 01 12} 102 02
Dentists’ services - -] 38 231 300 e12] 1065 13 87 14 40| 1560 17 20| 19 09| 21 54| 23 42| 25 35| 23 61| Bl 38| 84 62
Other professionsal zervices - 201 116 129 250 465 6803 573 &H66( 598 632 6468 72 772 835 B &7 9688
Drugs and drug sundries . 4 88| 3 65 466) 10 70| 19 B7{ 23 63] 26 28 27 23| 28 84| 81 57| 34 29| 36 30| 38 04 42 15 44 75 48 03
Eyeglasses and appliances 106 990 184 300 4| B586 488 782 B19 849 B 6| B 64 38 98 1006 1062
Nursing home ¢are___ - - 21 1168 283 646, 707 870 11 60 14 89| 18 40| 23 34| 27 70| 3119 3468 41 56

Expenses for prepayment and
administration____ 82 70 1200 180 442 ~6927 726 903 vs3 1008 1019 1148 1723 2018 2066 21 20

Government public health ac
tivities __ _ — - T2 871 116 229 2108 341 367 439 4921 68 603 B10 OB 1008} 12220 1568
Other health services . . . . 73 49 60 348 &901 720 B4 984 10420 11 33 1265 1281 1232 18330 1221 13 88

r

Resepreh  and  medical facilities
eonatrietion . - - - 1 68 45 100 5520 928 16 417 1732 1757 1949 2083 24 76 2577 2001( 30 22f 31 V3| 33 47
Resgarch .. .. . - e . 02 72| 82 707 77 7os8] &85 872 860 883 973 1078 1112 12@0
Constructlon . .. .. .. . -} 168 45 o8| 480 604 034 958 98 1064 1218 1586 16 94]| 10 20| 19 44 2061 2077

1 Revised estimates
1 Preliminary estimates
1 Based on January 1 data from the Bureau of the Census for total U B

education and traming compiled by the Office of
Management and Budget These Federal expend:-
tures 1include, principally, direct support for
health professional schools and for student as-
sistance through loans and scholarships Train-
g 18 funded for a wide variety of health profes-
sionals, including physicians, dentists, nurses,
mental health and other health professionals, re-
search personnel, and paramedical personnel

A study by the Institute of Medicine of the
National Academy of Sciences presents estimates
of the total cost of education for eight health pro-
fessions 2 The study reports that $3 1 llion was
spent for the education of more than 300,000
students m 1972 About 25 percent ($765 million)
of this expenditure was financed by unrestricted

* National Academy of Sclences, Institute of Medicine,
Costes of Education in the Health Professions Report of
a Study, Parts-1 and II, 1974 The eight professions
sgtudied are medicine, osteopathy, dentistry, optometry,
pharmacy, podiatry, veterinary mediclne, and nursing

12

population (including Armed Forces and Federal civilian employees over-
#eas and the civilian population of outlying areas)
A

Federal and State government funds The re-
mainder was financed through private sources or
through other types of Federal and State sup-
port

TRENDS IN HEALTH EXPENDITURES

Health expenditures for Americans have m-
creased on an average of 12 percent per year since
1965 (table 4) " During this 10-year period health
spending has more than tripled—from $38 9 bil-
lion 1n 1965 to $1185 billion m 1975—and 1ts
share of the GNP ‘has risen from 59 percent to
8 3 percent Apart from inflationary prices within
the health care industry, other factors—mamly
greater utilization and improvements in.quality
of care—have interacted to bring this about.

Technological dew;elopments 1 areas such as
equipment and drugs, as well as improved treat-

"
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ment procedures and new techniques—all have
added substantially to the health care hill in re-
cent years®

In addition to the effect of price increases and
technological change, aggregate spending levels
are influenced by population growth and by
changes 1n per capita utihization resultmg from
changes m both demand and supply factors Al-
though per capita expenditures eliminate the
effect of population growth, health expenditures
still registered substantial increases from 1965
to 1975 During this period, per capita expendi-
tures rose from $198 to $547, an average annual
increase of 107 percent Since this merease 13
only shightly less than the 11 8-percent average
annual rate for aggregate expenditures, 1t ap-
pears that population growth has had relatively
Little effect on aggregate expenditures In general,
with the decline 1n the population growth rate
in the late 1960’s and the 1970’s, the effect of
rising population on the increases 1n health
expenditures has contmnued to dwindle

What has been the proportionate effect of these
factors on the increasing expenditures for health
care? As seen mm chart 2 and 1n the followng
tabulation, population growth has had a rapidly

Source of incrense 1950-75 | 105065 | 1985-75

Amount of intrease
(in billigns)

Total..... .. .. . m e -] 2T &

Prics. . woee v on e . s — . 44 9 1
Population . . . - e ae e 13 9
Other. ... . . 33 9

3

0
2 359
9
9

R =)

Percentaga distribution

Total_.... . .. ... we ---| 1000] 1000 1000

.- --a] 484] 443 80
“ ae ee mas 150 218 B 7
o ev me wm e 3068 342 333

Prite . . . (L. ccee o emm - -
Population.

OFy ee wroe mmmw v = e om

dimimishing effect mn the past 10 years Only an
estimated ¢ percent or $6 1 llion of the $697
billion increase from 1965 to 1975 can be attribu-
ted to population growth Price rises alone ac-
count for an ¢stimated 53 percent or $36 9 billion
of the rise during that period The remaining 38
percent ($267 billion) can be attributed to
greater utilization and improvements in the qual-

*Nancy L Worthington, “Expenditures for Hospital
Care and Physicians’ Services Factors Affecting Annual
Changes,” Social Security Bulletin, November 1975
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Ceart 2 —Factors affecting Inereases in personal health
care expenditures, fiscal years 1950-65 and 1965-75

H

$23 0 billion ; $69 7 billien

- 1
Price nse —— 44 3% —

s F—-53 0% ==

Population
growth

Utilization
increase

and
quality
improvement

1950-

ity of care In contrast, during the period 1950—
63, population change accounted for 22 percent
of the 1ncrease, price rises were the source of 44
percent of increased expenditures, and the re-
maming 34 percent was attributable to increased
utilization and quality-of-care improvements

THIRD-PARTY PAYMENTS

Private health mnsurance paid $27 3 billion in
benefits to consumers 1 1975 (153 percent more
than in the previous year). The amounts paid in
claims by mnsurance companies, Blue Cross-Blue
Shield plans, and independent plans (community,
employer-employee-union, individual and group
practice, and other) are almost triple the private
health insurance benefits of 10 years ago The
depth of coverage, however, remams s problem
Table 5 and chart 3 show that, although private
msurance payments covered 35 8 percent of hos-



TagsLe b —Amount and percentage distmibution of personal
health care expenditures met by third parties, by type of
expenditure, fiscal year 1975

Third party payments
Direct
Type of expenditure | Total | pay Private Philan-
ments Total health |Govern-| thropy
insur- | ment ]and in-
ance dustry
Aggregate amount (in millions)

Total ... . .. [6203,200 [$33,500 |$69,601 [$27,340 [$40 024 | %1,837
Hospitaleare .. .. .. | 46,800 | 3,726 | 42 964 | 16 677 | 25,643 544
Physicians’ services__ | 22,100 | 7618 | 14,482 | B 612 | 5,855 15
Dentists’ services ... 7,600 | 6,347 | 1,153 738 ast . ..
Drugs and

sundries . .. ._ | 10,600 | 9,011 | 1,%80 684 905
Allother services 1__. | 16,400 | 6,887 | 9,513 829 [ 8,108 778

Per capita amount

Total ... . . -] $470 40 [$155 10 |$321 30 (3126 21 [$188 02 36 17
Hospitalesre ... .. .| 218512 | 1795 (397 87| 76 09 | 188 38 251
Phyeiclana’ services. 10202 | 3517 | 6685 3076 | 2703 o7
Dentists’ services. ... 34 62 | 20 30 532 341 ez .. .
Drugs and drug

sundries . .. . . 48 931 | 41 80 784 318 418
Allotherservicesd___] 7571 | 81791 43 81 260 | 3742 38

Percentage distribution

Totalaeee oae .. 100 0 328 674 25 & 39 7 13
Hospital cara ... .. . 100 0 80 920 38 550 12
Physiclans’ services.. 100 0 us 85 5 30 265 1
Dentists’ serviees. ... 100 0 B4 4 15 4 g8 58). - -
Drugs snd drug

sundries.. . .. . 100 0 850 150 g8 g8 . -
All other services §___ 100 0 20 880 as 40 4 47

! Prelim: estimates

1 Includes other protessional services, eyeglasses and appliances, nursing
home care, and other services not elsewhera clasgifled

pital costs and 39 0 percent of physicians’ fees,
the consumer had only mmimal help from msur-
ance for his dentist bills, preseription drugs and
drug sundries, and all other health services Thus,
61 cents of every msurance claim dollar goes for
hospital bills, 31 cents for physicians’ services,
3 cents for the dentist, 8 cents for drugs and drug
sundries, and the remamning 2 cents for private-
duty nursing, vision care, nursing-home cars,
visiting-nurse service, and other types of care
Third-party payments are those made by pri-
vate health insurance, government, philanthropy,
and industry The contribution of third parties
to personal health care financing—expenditures
for health services and supplies—though chimbimng
rapidly in recent years, particularly in govern-
ment spending, still leaves the consumer with
darect out-of-pocket expense for a third of his
health care bills Although third parties ac-
counted for 92 cents of every hospital care dollar
spent, the consumer paid directly more than a
third of his charges for physicians’ services, 85

14

percent of his dentist bills, 85 percent of the cost
of drugs, and 42 percent of the charges for all
other health care gervices

The upward trend in third-party payments
that began with the advent of the Medicare and
Medicard programs m 1967 has continued stead-
ily with the expansion of those programs and
with the slow but steady growth of private in-
surance benefits (table 6) In 1967, third-party
payments represented more than half of all per-
sonal health care expenditures for the first time,
By 1970, government and private health insur-
ance, with a small contribution from philan-
thropy and private industry, patd three-fifths of
these costs; by 1975, they paid two-thirds As a
result, the consumer’s direct share of costs has
inched downward from 45 percent in 1967 to 33
percent 1n 1975 The consumer’s expenditures 1n
dollars—becanse of inflationary pressures, im-
provements mn technology, and other factors—
have more than tripled, however, since 1950 and
were & third higher 1n 1975 than mn 1970

The relative shares paid by the various third
parties have been fairly stable since the early
years of Medicare and Medicaid In 1950, before
private health insurance had seen any real
growth, consumers were paymng almost 70 per-
cent of their health bills directly, with third
parties picking up less than a third of the costs
Insurance met only 8 percent of costs, philan-
thropy and industry covered only 8 percent, and
government funds met the remaining 20 percent.

As a result of the rapid growth of the health
msurance industry, by 1965 nsurance payments
met 25 percent of health care costs, public spend-
ng remamed at about 21 percent, and consumer
bills were down to 52 percent of total costs Fol-
lowing enactment of Medicare and Medicaid, pub-
lic spending surged upward and the share paid by
private insurance dropped shightly In 1975 gov-
ernment paid for almost 40 percent of all per-
sonal health care expenditures, but private in-
surance had leveled off at less than 27 percent,
leaving consumer direct payments at about &
third of total outlays

Third-party payments have mamly affected
hospital care expenditures (table 7) In 1950,
consumers’ payments accounted for a little more
than a third of all hospital expenditures The
growth 1n private insurance coverage of hos-
pital care was rapid mn the 1950% and early
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Cmaxr 3.—Percentage distribution of per capita personal health care expenditures, by type of expenditure and

source of funds, fiscal year 1975

$215 $102 $35 $49 $76
=5 5%—
9 8%
— 26 5%=—
— L=
Public =55 0% — 10 1% 49 4%
THIRD- it " =
PARTY Philanth 2
PAYMENTS | and Industes r-——-w 2% AN
Private health

(&
T
O0.
&

insurance

DIRECT PAYMENTS

Hospital
care

1960’s, and by 1965 private insurance paid 42
percent of hospital costs and consumer payments
dropped to 18 percent After Medicare and Medic-
aid came mnto full swing, the share of private
msurance dropped to about 35 percent, and gov-
ernment spending for hospital care rose to more
than 50 percent In 1975, public funds accounted
for 55 percent of hospital care expenditures and
msurance benefits pard for 36 percent, leaving the
consumer to finance directly only 8 percent of
hospital care outlays

The 1mpact of third parties on expenditures
for physictans’ services has been less dramatic,
though substantial Before its swift growth, pri-
vate msurance paid only about 10 percent of
doctor bills The consumer paid directly 83 per-
cent of all expenditures for physicians’ services,
and government picked up the remaining 5 per-
cent By 1965, insurance payments took care of
30 percent of physicians’ bills and the consumer’s
share was reduced to 63 percent Once Medicare
and Mediwcaid became firmly established, how-
ever, the government share had risen to about 22
percent and insurance payments were slowly ris-
g, with consumer direct payments down to less
than 50 percent In 1975, direct payments repre-
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Physicians’
services

Dentists’
services

All other
services

Drugs and
drug sundries

sented about one-third of the total and covered
a little less than two-thirds of expenditures for
physicians’ services* insurance met 39 percent,
government 26 percent,

Despite these increases 1n third-party financing
of hospital and physicians’ services, the consumer
still pays directly a large share of the outlays
for all other health services—dentists and other
professional services, drugs and drug sundries,
eyeglasses and appliances, nursmg-home care,
and other health services As of 1975, httle pri-
vate mnsurance had been written to cover such
services; consequently, private insurance paid
only 6 percent of these costs. Government spend-
g {mostly for Medicaid) accounted for 27 per-
cent, leaving the consumer to make direct pay-
ments for almost two-thirds of these bills

DEFINITIONS, METHODOLOGY, AND
SOURCES OF DATA <

Estimates of national health expenditures are
compiled by type of expenditure and source of
funds For 1974 and 1975, the data for the public
sector represent the outlays of 10 categories of



government health programs+ In previous years,
12 such categories were shown, but for two of
these categories—school health and OEQ,pro-
grams—data are no longer shown separately For
several Federal health programs, the data are
taken from the Office of Management and Budget
special analysis of health programs® For the re-
mainder, the data are supplied by the various
agencies

In the private sector, the data are estimated
first on a calendar-year basis by type of expendi-
ture and are then converted to fiscal-year figures
on the basis of price and utilization change dur-
ing 8-month periods The general method is to
estimate the total outlays for each type of medi-
cal service or expenditure and then to deduct the
amounts paid to public and private hospitals,
physicians 1n private practice, ete , under the pub-
lic programs reported n the social welfare ex-
penditure series The fiscal-year figures for each
public program are allocated by type of expendi-
ture on the basis of published and unpublished
reports for each program In general, the con-
sumer expenditures are residual amounts, derived
by deducting philanthropiec and government ex-
penditures from the total spent for each type of

service . E

Hospital Care .

The estimates of expenditures for hospital care
are derived chiefly from American Hospital As-
sociation data on hospital finances, ncreased
shightly to allow for osteopathic hospitals Ex-
penditures for the education and traning of
physicians and other health personnel are in-
cluded only where they are not separable from
the costs of hospital operations
"~ Expenditures by the Veterans Admimstration
and the Department of Defense for physiciang’
services (except under contract medieal care pro-
grams) are included as part of hospital care
expenditures Services of salaried physicians

“For a description of the public programs, see Bar-
bara 8 Cooper and Nancy L Worthington, Personal
Health Care Ezpenditures, by State, Vol 1 Pubhe
Funds, 1966 and 1969, Office of Research and Statistics,
1973

® See “Special Analysis K Federal Health Programs,”
Spectal Analyses, Budget of the United States Govern-
ment, Figeal Year 1976, Office of Management and
Budget, 1975

psychiatric, tuberculoss, and general hospitals—
whether public or private—are part of hospital
care, but self-employed physicians’ services in
hospitals are not counted as hospital expendi-
tures The costs of drugs used in hospitals are
also mcluded with hospital care. Anesthesia and
X-ray services are sometimes classified as hos-
pital care expenditures and sometimes as expendi-
tures for physicians’ services, depending on bill-
ng practices

Federal expenditures for hospital care repre-
‘sent total expenses for care in Federal hospitals
(less any patient payments) plus vendor pay-
ments under government programs to non-Fed-

s eral hospitals Similarly, State and local expendi-

tures include net expenses for care i State and
locally owned hospitals as well as vendor pay-
ments to nongovernment hospitals Consumer
payments for hosprtal care represent total hos-
pital revenues less all government payments and
estimated receipts from philanthropy.

El

Services of Physicians and Other Health
Professionals

Estimated expenditures for the services of
physicians and dentists mn private practice are
based on the gross income from self-employment
practice reported by physicians and dentists to
the Internal Revenue Service (and shown n its
report, Statistws of Income—Business Income
Tox Returns) Gross receipts are totaled for
practitioners 1n sole proprietorships and partner-
ships The total also includes the estimated gross
mcome of corporate offices, that portion of gross
receipts of medical laboratories estimated to
represent patient payments, and the estimated
expenses of group-practice prepayment plans in
providing physicians’ services (to the extent that
these are not included m physicians’ income from
self-employment), as well as those of group-
practice dental clinies Estimated receipts of

physiclans for life mnsurance 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
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}‘uu;nr 56 —Amount and percentage distribution of personal health care expenditures,! by source of funds, selected fiscal years,

3
A

Boures of fands ' -
Fiscal year Total Private Publio P
- Direct | Insurance Btate and
Total payments | benefits Other Total Federal local
Aggregate amount (In millions)
$3,188 42,882 152,800 | .. 383 $282 85 $197
2,585 2,204 12,184 | .. - 70 382 B9 203
a4 44 2,801 212,799 | __ . 02 823 138 ase
10 400 8,208 7,107 $870 812 2,102 970 1,124
15,231 11,762 8,992 2,358 412 3,408 1,083 | | 1,886
22,729 17,790 | _ 12,578 4,008 528 4 980 2,102 2,828
33,498 26,840 17,817 8,280 083 4,058 2,840 4,118
]
18,216 28,324 18,688 8,038 720 802 8,340 4,542
41,343 28,883 18,788 9,344 783 12,461 7,471 4,091
46 521 30 822 19 008 10,444 780 16 200 10 401 8,77
82,600 33,987 20,057 12 206 824 18,706 12,283 4,421
80 113 39,868 H 14,406 B0 20 b4 13 408 7,142
87,228 43 0999 26 07 16,728 964 23,228 15,401 7,827
74 828 47 796 28,141 18 820 1,035 27,082 18,126 8,908
82,490 52,428 , 20,954 1,125 30 Daz 20,178 9 B84
0,088 56, 630 1,810 24,100 1,220 33 450 22,959 10,468
103,200 42,278 38,809 27,340 1,387 | * 40,824 28,578 12,345
Per capita amount
$25 T2 $23 42 2278, ... - $0 87 22 $0 6| $1 60
20 17 07 1683 | ....... N 2 96 ] 227
25 47 2t 57 08| . . . 80 390 29 280
o7 75 84 08 46 80 ] 2 03 13 8 438 7382
0l 19 70 42 83 84 1412 2 47 20 77 948 n=
124 50 07 B0 65 89 26 73 2 88 27 00 11 51 15 40
170 82 134 95 89 37 4210 347 a5 38 4 44 20 04
181 96 142 80 03 7 4 90 382 39 68 16 83 “22 82
208 45 143 03 38 468 43 374 61 92 47113 U X
228 78 149 10 03 91 81 35 8 B4 79 68 8l 14 28 80
256 5 165 51 102 06 W M 401 o1 09 80 92 81 27
289 76 190 73 117 00 89 44 420 85 03 64 61 84 43
320 84 209 48 125 55 9 83 460 110 86 73 B0 a7 35
343 68 225 80 133 00 88 00 489 127 76 BE 67 42 09
886 84 245 87 142 82 8 27 528 140 88 04 63 46 33
410 44 263 66 145 78 22 8 63 155 78 108 8¢ 48 T
476 40 287 48 155 10 126 21 817 188 92 131 92 56 99
Percentage distribution
100 0 611 &8 8 28 B9 27 a2
100 0 86 3 828 27| - 148 34 s
100 0 84 7 820 27 148 39 11 4
100 0 ™8 63 3 30 20 2 94 108
100 0 w2 50 15 8 27 28 10 4 124
100 ¢ 3 5563 207 23 tarv g2 124
100 © %2 B2 5 247 20 ‘ 28 , B8 123
' 100 0 782 [} 24 7 20 21 8 02 125
100 0 [ 45 4 26 1.8 301 181 121
100 0 85 2 41 1 228 Y « M8 2 4 125
100 0 [TY] 38 28 2 18 855 238 12 2
100 0 e 8 40 4 240 15| - 84 2 223 19
100 0 85 4 391 249 14 Y] 29 1148
100 0 [ ] ar e 249 14 81 24 2 119
100 0 83 & 38 24 4 14 b6 4 245 1290
100 ¢ az 0 M8 268 14 371 25 5 16
0T e o meen mevnm sem = mas m mmmmesn mem m o we 100 0 60 3 3z 4 20 8 13 37 2717 12 0

1 Includes all expenditures for health services and supplies other than (a)

expenses for prepayment and administration, (b) government publi¢ health
activities

* Includes any Insurance benefits and expenses for prepayment {Insurance

The salartes 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 1n
field services of the Armed Forces are mncluded
m “other health services” Where they can be
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premiums less insurance heneflts)
# Revised estimates !

¢ Preliminary estimates
S

i ¥ )
separated, expenditures, for the education and
training of medical personnel are considered as
expenditures for education and are excluded from
health expenditures o

The Internal Revenue Service also provides

data on the mcome of other health professionals

£
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in private practice. Estimated salaries of visiting
nurses are added to the private imncome of other
health professionals Deductions and exclusions
are made m the same manner as for expenditures
for physicians’ and dentists’ services.

Drugs, Drug Sundries, Eyeglasses, and Appliances

Expenditures 1n these categories include only
the spending for outpatient drugs and appliances

TABLE T —Amount and percentage distribution of peraonal
health care expenditures, by type of expendrture and source
of funds, selected fiscal years, 1950-75

Bource of funds
’Izlpe of Private
expﬂe: 1tum and | Total
Cal year
4 Direct | Insur- Publie
Total pay- ance Other
_ | menta | beneflts
Aggregate amount (in millions)
Hoapital care
1980 ... .. .| $3,608 | $2,008) #$1,268 810 $133 | 61,000
5 688 3076 1,344 1, 560 171 2,014
] 4 931 1,538 8,124 224 3,508
8,222 2,434 5 488 300 4,530
8,840 2 628 8,802 320 5 408
g 484 2,084 6 063 987 8,437
080 | 200 | 8,73l 340 | . 10'304
10 503 2813 7,842 848 11,853
12,727 3,174 9 182 371 13,152
14,008 2,062 | 10,644 400 15 127
18 087 2892} 11,768 427 17,638
17,113 3,608 | 13,04 471 19,042
18,639 3366 | 14,760 513 21,324
20,057 8,738 | 18 877 544 285,643
- Per capita amount
Hospital care
1080 .. | 2400 gt308 $3 97 $0 87 $11 01
1986 .. __ 34 06 18 41 305 9 34 102 15 45
- 1060 ... .. 46 86 27 01 867 17 11 123 19 B4
1965 __ - 668 89 4] 82 12 38 27 90 153 2508
los6 |, .. .| 7189 44 43 13 20 20 80 161 2717
7. . L. B4 09 42 18 10 36 ¥ 13 1 87 41 93
1068 __ ___ _] 05381 .5 9 33 10 1867 50 67
ot . . 108 87 51 15 11 26 38 19 1489 57 T2
1970 . . 14T €l 35 15 30 44 28 178 63 40
87, .. ..... 139 03 14 14 80 80 14 72 19
W .. 154 84 7r 81 13 67 85 82 202 83 34
19731 __ .. ..] 169 56 80 25 16 92 61 12 22 89 30
9741 ., . 186 08 86 78 15 67 88 72 239 9 28
1978 ... 215 12 96 T4 1728 7% % 2 51 118 38
Percentage distribution
100 0 84 38 M 2 185 36 45 7
100 0 841 236 27 4 30 44 ¢
100 0 58 0 18 8 86 B 26 20
100 9 625 18 5 417 23 s
100 0 821 18 4 44 22 e
100 0 Wi 123 358 20 49 9
160 0 46 8 10 4 M7 18 82
100 0 40 10 4 a5 1 18 80
100 0 40 2 12 3 a5 & 14 5 8
100 0 41 10 2 36 5 14 51 9
100 0 46 1 88 60 138 59
100 0 47 3 100 361 13 527
100 0 46 8 84 69 18 534
19781 _ 100 0 4450 80 8 12 550

" Bee footnotes at end of table

and exclude thosd provided to inpatients The
basic source of the estimates for drugs and drug
sundries and for eyeglasses and appliances is the
report of personal consumption expenditures in
the Department of Commerce national income
accounts in the Survey of Current Business To
estimate the consumer portion, workmen’s com-
pensation payments are subtracted. The Depart-

TaBLE 7 —Amount and percentage distmbution of personal
health care expenditures, by type of expenditure and source
of funds, selected fiscal years, 1950-75—Confinued

_‘ Bource ¢f funds
of FPrivate
expgg {.ure and | ‘Total
cal year
¥ Direct | Insur- Fublle
Total pay- ance Other ,
ments | benefits
Aggregate amount (In millions)
Physiclans’
Bervices
108 . . $2 880 | $2,850 | $£2,27% 270 $7 1} 1]
1955 . . 3 e82 3,392 2 887 07 240
1960 . . . 5,580 5,218 8 685 1 824 9 a2
85 . ... 8,406 7,878 5,315 2,854 9 827
1906 .. . .. 8,865 8,207 8,802 2,786 '] ]
W7, .. - . 9 738 8 823 5,415 2 B8 10 1,418
1068 .. ..} 10,734 | 8,378| 5148| 3220 10 2,356
1060 L _ 11 842 9170 b 407 3 753 10 2,672
W0 ... . 13,443 [ 10,512 8,034 4,468 10 2 931
wn o o. ... 15,008 1,800 6,620 5,169 1 5,298
o2t | . 16 527 | 12,878 7,113 5784 11 3,849
1973 4. - 17,905 | 13 861 T 200 8,859 12 418
74 . . 19,568 | 14,834 7,214 7,608 14 4 TH
1975 . . _ | 22,100 | 16,245 7,618 8,612 15 5,858
Per capita amount -
Physicians’
services
1980 . .. . $17 52| $1665) $1485] $1 76 $0 05 %0 B7
1955 . o ] A 20 31 15 49 477 05 144
0 L, .. a0 87 28 58 20 18 4 35 05 198
1985 . ... | 4275 40 06 27 2 12 99 05 268
1568 - 44 56 41 85 27 4 13 85 05 301
1967 ., .. . 48 39 41 36 26 91 14 40 05 703
1968 . . .. 5278 41 20 25 81 18 83 05 1 58
1988 | __ . 57 87 44 68 18 28 05 130
1970 .. .. .| 6480 80 67 29 08 21 & 05 14 13
071 .. . 72 05 58 31 Al 58 24 67 05 15 74
25 | 7811 80 87 33 62 2720 05 17 25
73 | 84 39 83 00 M4 30 76 08 18 39
9741 | L o 12 84 07 3K a6 41 07 22 4
1975 __ 102 02 74 99 35 17 3 76 07 27 08
Percentage distribution
Physicians’
Bervices
100 ¢ 931 8438 100 03 490
1006 0 3 4 712 21 9 2 66
100 0 235 &0 27 3 2 65
100 ¢ 03 7 612 30 4 1 83
100 0 93 3 421 1 1 87
100 0 85 5 55 6 208 1 148
100 0 781 48 0 090 1 219
100 0 4 45 7 317 1 228
100 0 B2 44 9 32 1 218
100 0 78 2 43 8 34 2 1 218
100 0 e 430 348 1 221
100 0 70 40 5 36 4 3 230
100 ¢ %8 a6 9 a9 1 24 2
100 0 738 348 s 0 1 208
Bes footnotes at end of table
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TabLE 7—Amount and percentage distribution of personal
health eare expenditures, by type of expenditure and source
of funds, selected fiscal years, 1950-75—Continued

Bouree of funds
P of al Totar Private -
expenditure an B
fiscal year
Direct | Insur- Publle
Total pay- ance Other
ments | benefits
Aggregate amount (in millions)
All other serve
joes ¥

(9 8172 21

0] 233 815

$50 203 1,000

238 874 1,501

288 301 1,888

402 406 2 609

811 430 3,540

758 488 4,180

018 509 4,462

1,006 653 4 804

1,008 897 5,750

1,362 842 # 836

, T34 603 7,808

2,051 T8 9,426

Per capitn amount

$24 82 | $2820| .. .. 8112 ¥l 82
370 3031 .. 140 388
41 90 40 03 $0 27 1 680 548
53 08 49 87 12 190 763
56 38 52 92 145 1198 9 40
60 01 55 85 244 202 12 06
63 25 58 14 800 21 17 41
69 71 63 768 368 227 20 36
s 71 84 4 42 245 21 51
B4 B2 78 05 [ -] 264 22 93
93 73 85 72 519 282 27 18
100 81 91 21 6 35 301 8229
107 82 06 52 & 07 323 3 44
115 75 | 102 60 947 3 M 43 51
Percentage distribution
Allother servy-
ices ¥
1050 .. ... 100 0 030 BR8T_ . 48 70
wes. - . .. 100 0 8O 8 BS5T] . . ag 10 4
1060 .. .. ... 100 0 B8 4 B4 5 08 34 1148
weas ... . 100 0 874 823 20 31 126
e . . 100 O 8BS 6 80 4 22 30 144
10687, ... . .. 100 O B2 2 76 1 34 28 178
1048 . .. .. 100 0 78 4 71 a7 24 218
1989 | .. . 100 ¢ 74 08 41 28 28
1970 .. .. .| 100¢ 88 nT 44 24 218
on. . .. 100 0 w1 78 48 24 209
9120 __ __ . 100 ¢ 75 709 438 23 258
9730 . 100 © nT 4 8 48 23 24 3
b 1y R 100 ¢ 76 8 819 57 23 242
b ier] B . 100 0 72T [~ ] . 3] 23 273

¥ Revised esthmates

1 Preliminary estimates

1 Includes dentists’ services, other professionsal services, drugs and drug
sundries, eyeglasses and npp]iauoeu, nursing home care, and other health

services ~
4 Included In "physiclans’ services’, data not available separately

w

ment of Commerce counts this expenditure as a
consumer expenditure, but the Office of Research
and Statistics considers it an expenditure of gov-
ernment Total expenditures for drugs and ap-
plhances represent the sum of these consumer
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expenditure estimates and the expenditures under
all public programs for these products,

B

Nursing-Home Care

¥ 1

Expenditures for nursing-home care encompass
spending by both private and public sources in
all facilities providing some level of nursmg care
Included are all nursing homes certified by Med:-
care and/or Medicaid as skilled-nursing facilities
and those certified by Medicaid as intermediate-
care facilities and all other homes providing some
lIevel of nursing care even though they are not
certified under either program

Expenditure estimates are based on periodic
surveys of nursing homes conducted by the Na-
tional Center for Health Statistics of the Depart-
ment of Flealth, Education, and Welfare The
estimates for total expenditures are derived from
survey data on utihization and charges for a total
universe of nursing-care homes and personal-care
homes with nursimng, as defined by the Center.®
Estimates for intervening years (for which no
data are available) are based on available eco-
nomic and other mdicators

Consumer expenditures in nursimg homes repre-
gsent the difference between total nursing-home
expenditures and expenditures from philanthro-
pic and government sources for services in
skilled-nursing facihties and intermediate-care
facilitres

Expenses for Prepayment and Administration

Prepayment expenses represent the difference
between the earned premiums or subscription m-
come of health insurance orgamzations and their
claims or benefit expenditures (or expenditures
for providing such services i the case of organi-
zations that directly provide services) In other
words, 1t 15 the amount retained by health insur-
ance organizations for operating expenses, add:-
tions to reserves, and profits It is considered a
consumer expenditure -

' For a complete definition, see Monthly Vital Stabis-
tica Report, vol 23, No 6, Supplement, National Center
‘for Health Statistics, 1974, pages 11-12 *



/

Data on the financial experience of health in-
surance organizations are reported annually by
the Office of Research and Statistics mm an article
on private health insurance. Data for 1974 will
appear 1n the March 1876 BuLLETIN.

The administration domponent includes the
estimated amounts expended by philanthropic
organtzations for fund.rasing activities In addi-
tion, it includes administrative expenses (where
they are reported) of federally financed health
programs Such data were available for Medicare
and Medicaid and for the Veterans Administra-
tion and Department of Defense contract medical
care programs :

A
PR ! £

Government Public Health Activities

. The category “government public health ac-
tivities” 1s the same as the “other public health
‘activities” category in the social welfare series of
the Office of Research and Statistics The Federal
portion consists of outlays for the organization
and dehivery of health services, the prevention
‘and control of health problems, and similar
health activities admimistered by various Federal
agencies, chiefly the Department of Health, Edu-
cation, and Welfare The data for these programs
are taken from the Special Analyses of the
Budget

The State and local portion represents expendi-
tures of all State and local health departments
and mtergovernment 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-pollution
control, samitation, water supphes, and sewage
treatment The source of these data is Govern-
ment Finances (annual pubhcation of the Burean
of the Census).

[l

Othear Health Services

Items of expenditure that could not be classified
elsewhere are brought together mn the category
“other health services ” It includes, for each pub-
lie program, the residual amount of expenditures
not classified as & specific type of medical service
In additton, 1t includes the followmng. (1) Indus-
trial in-plant services, (2) school health services,
before 1974, and (8) medical activities m Federal

units other than hospitals

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

Until 1974, expenditures for school health were
estimated by the Office of Education and reported
as a separate 1tem in the social welfare expendi-
ture series As of 1974, separate estimates for this
item were no longer avallable and, although ex-
penditures for this purpose continue to be in-
cluded in the social welfare expenditure series
as part of total expenditures for education, school
health 1s no longer included as a health expendi-
ture

Medical activities in Federal units other than
hospitals are residual amounts that represent pr-
marily the cost of mamtaming outpatient facili-
ties (separately from hospitals) and field and
shipboard medical stations -

Expenditures for private voluntary health
agencies, Included m the “other” private outlays,
are the expenditures that remain after amounts
for hospital care, physictans’ services, etc, have
been distributed They represent the amounts
spent for health education, lobbyng, fund-
raising, etc

¥

Medical Research

Expenditures for medical research mnclude all
such spending by agencies whose primary object
1s the advancement of human health Also in-
cluded are those research expenditures directly
related to health that are made by other agencies,
such as those of the Department of Defense or
the National Aeronautics and Space Administra-
tion Research expenditures of drug and medical
supply companies are excluded, since they are
mcluded 1n the cost of the product The Feder=l
amounts represent those reported as medieal re-

‘search 1n the Special Analyses of the Budget.

The amounts shown for State and local govern-
ments and private expenditures are based on pub-
lished estimates that have been prepared by the
National Institutes of Health—primarily mn the
annual publication, Basic Data Relating to the
Natewonal Institutes of Health.

(Continued on page §8)
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TasLe M-3 —Felected somal insurance and related programs Beneficianes of cash payments, 1040-75
[In thousands For explanatory footnotes on programa, ses table M-1]

Retirement and disability Burvivor Unemployment
Rallroad
Atend of OASBDHI! tempo- Eg‘};‘{‘:l
selected month Feoderal Federal rarr dis- Btate lang"s
Raflrosd?| clvil | Veterans| CABDHI | Rallroad | ofvil [Veterans¥ abllity ¢ | [ory [Rallroad! ang
ERetire-| Dis sorvice 1 setvice
ment? | ability
Docember
1040, 148 146 (1] 810 4 3 828 66 {3 N
173 92 1,584 597 4 ™ 668 | ..ienan 1,743
256 181 2,306 1,152 142 25 1,010 82
. 427 234 2,707 2,172 206 74 1,158 88 p12
553 318 3 3,458 256 154 1,368 34 2,168
287 408 3,137 3,812 262 187 1,047 81 1,093
585 438 3,177 4,108 + 270 182 1,668 30 1,585
594 165 8,195 4,321 278 107 1,750 31 1,800
600 404 8,204 ,889 214 1,848 20 1,851
620 522 3,214 4,083 201 237 1,924 28 1,035
830 564 3,1M 580 | . 200 240 1,908 23 938
841 588 3,175 8,089 258 2,077 ai 989
647 613 8,171 5,063 318 274 2,151 25 941
a5t 636 3,179 8,220 321 288 2,208 2 1,084
653 ae7 3.0 8,468 328 308 2,301 22 2,045
660 747 8,251 4,700 330 824 2,868 20 1,784
66l B2Y 3,288 8 919 334 3 2,303 1d 1,458
1978 e pmmmeecan 10 151 8,801 660 924 3 267 7,180 238 2,860 14 1,462
19Meuen aee o] 19,688 8,012 087 981 8,250 7,254 336 378 2,282 18 2,718
1974
October aea nue- 10,578 804 665 975 3,245 7,215 335 3 |aeuaan pman 18 1,818 485
November._..... 9,842 3,863 066 478 8,247 7,240 386 B0 |-vecmnrnen 14 1,022 [
Decsmber ... .{ 16,688 812 687 88l 8,250 7,254 378 2,282 15 23,718 14 487
1975
January. .. ... 19,767 3,048 464 983 3,215 7,260 838 BT | cmeereee 18 8,848 22 488
February. 19,798 3,983 668 992 3,212 7,280 887 370 | we - 18 4,240 %4 480
Mateh 19,804 4,024 870 897 3,218 7,802 1256 17 4,536 25 460
April. .| 19838 4 061 874 1,000 3,220 7,821 836 FT T 16 4,38 26 488
ay._. . 19,897 4,508 678 1,002 3,222 7 250 337 8| .. . .. 15 8,083 21 488
June. . f 19,928 4,128 881 1,002 3,227 7,821 838 301 2,258 15 8,872 19 485
Taly _..0 L. e0lo34 4,130 634 1,005 8,238 7,422 337 384 |eenaennn 15 3 347 21 485
August . ... 094 4,178 889 1,012 3,235 7,255 837 s .. .. 15 3,150 25 484
September _ 20,142 4,222 aal 1,023 3 238 7,284 8337 a8t 2,218 17 8 32 484
Qctober .. | . 20,226 4,264 093 1,028 3,238 7,311 838 sl . .. - i8 5 23 484

! Includes dependents

ance, the Federal employees” anemployment compensation program, and

¥ Beginning Oct 1966, Includes special benefits suthorized by 1966 legista- the ex-servicernen’s compenzation program

tion for persons aged 72 and over and not {nsured under the regular or tran- + Ineludes dependents end survivors

sltional provisions of the Soclal Security Act 7 Less than 500 :
# Monthly number at end of quarter ¢ Data not available

1 Avorage number during 14-day registration period
¥ Avorage weekly number Ineludes regular Btate unemployment insur-

Bource Based on reperts of adminisirative agencies

NATIONAL HEALTH EXPENDITURES
{Conlinued from page 20)

Construction of Medical Focilities

Expenditures for construction represent “value
put 1 place” for the hospitals, nursing homes,
medical ehinics, and medical research facilities but
not for private office buildings providing office
space for private practitioners Excluded are
amounts spent for construction of water-treat-
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ment or sewage-treatment plants and Federal
grants for these purposes

The data for “value put m place” for construe-
tion of publicly and privately owned medical
facilities 1n each year are taken from the Depart-
ment of Commerce report, Jonstruction Review
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 !

SOCIAL SECURITY



