
Age Differences in Health Care Spending, 
Fiscal Year 1975 

by MARJORIE SMITH MUELLER and ROBERT M GIBSON* 

,__- 

ThM report 0, health mm spendwlo I* pscal 
year 1075 revcaL that Of the atm.9 bLll,“+t spent 
bU the NatZon for prreonal health ewe, 15 percent 
ulw 8pmt ,or those under age 1.9, 56 percent far 
person* agea I&6& alla 20 percent ,“or those agea 
65 or older The average health care bill for the 
oldeat group UXM $1,360, It toa* a.#72 for the Inter- 
medzate aye omttp an,t $212 for the ymmg Thtrd- 
pwty paymenta met 71 permnt 0, the aged group’8 
health care cmpense and 66 percent of the henlth 
ezpendmms “f pweone under age 65 Pubhr funda 
paEd ,or me-fourth 0, the health ospenses Of the 
go,,ng, nearly anethwd o, the health bllla of those 
aged ,9-Q, and two-thzrdn of those o, the aged 
Med,care alone paid 72 percent of the hospUd 
eapense for the aged and 54 percent of their doctor 
bU,a The avemoc dwrect tmyment by the comumEr 
ammmted to W” ,or thoar. aoed 6.5 and older and 
$128 for pw880~8 under am 65 

AGE HAS A DIRECT bearmg on the wze and 
the nature of the N&on’s health care lx11 These 
relat~onslups are analyzed here by type of health 
care and by source of funds, for persons m three 
age groups-persons under age 19, aged 19-64, 
and aged 65 and over 1 Age chfferences m spendmg 
under pubhc programs and from pnvnte sources 
are presented for fiscal years 1973,1974, and 1975 
Trends are exammed from the begmnmg of the 
Mechcnre program m fiscal year 1967 to the pres- 
ent As 1s customary m this saws, statlstxs for 
the two prewous years have been rawed to re- 
flect more r&able data that have ante become 
wadable 

EXPENDITURES IN 1975 

Amer~ans spent am estnnnted $103 2 b&on for 
personal health care m fiscrl year 1975 (table 1) 

Personnl health care expenditures Include all 
health ser~zes and supphes rocewed cllrectly by 
mclw~duals Together \~lth spendmg for me&cal 
research and me&cal faclhtles construction, ad- 
lnmE4trat1ve costs of government programs, gov- 
ernment pubhc health actwltw, phdenthropwz 
orgamzatlon fund-rawng a&u&es for health, 
nnd the net cost of prwate health msurance, they 
make up the total ntltlonal expenchtures for 
henlth-$118 5 lnlhon m 1975 

As the followmg tabulntlon show, persons 
aged 65 and over were only about one-fifth as 

numerous ns those aged 19-64, but they hnd a 
health lx11 more than half as large tw that of 
the mtermed~ate age group Persons under age 
lQ-who comprwz about a thmd of the tot,81 popu- 
&on--accounted for only 15 percent of total 
personnl health care expenditures and for less 
than half of t,ho 1975 health Ml of the aged 
These figures reflect the more frequent dlnesses 
of the aged and the greater expense mvolved m 
their cnre, mhvzh occurs prmxwdy m n hospital 
settmg Aged persons are more than four tunes 
ns hkely to have them nctwty hnuted by chrome 
health conchhons than are those under age 65a 
The aged are hospltnhzed at tao and a half 
tnnes the rate for persons under age 65, and their 
average length of stay 1s almost twice that of 
such persons I 

‘National Center fm Health Statmtlcs. Ltmitatlon of 
Actwlfy and Atlob,l,tv Due to Chrmw Co,ut,tw,& Unltcd 
Btntea. 1972 (Series 19, No 96, Vital and Health Statm 
tics), 1971, tables 25 and 26 

‘Estimates based on unpul,hehed data from iTational 
Center for Health Stntistm, Hospital Divchawe Snrvw, 
1974 



TABLE 1 -Estmated personal health care expenditures, by type of expenditure and muree of funds, for three age groups, 
fLw&l yeam 1973-75 
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Total personal health care expenditures were 
nearly 15 percent higher m fiscal year 1975 than 
III 1974 The fastest grouth occurred m spendmg 
for the aged, whose E-percent rate of meresse 
m expenditures nas a thmd higher than that for 
the mtermedmte age group and half agam as 
high 8s the rate for the young The d&xences 
reflect higher utlhzatlon of hospital care by the 
aged and the fact that hospital costs soared 15 
percent after price controls m the health care 
mdustry mere removed m Apnl 1974 

Personal health care expenditures per capita 
for the population IIS & whole chmbed to $476 m 
fiscal year 1975 (table 2) The average health 
bill for persons aged 65 or older ($1,360) was 
more than SIX tunes the average expenditure for 
those under age 19 ($212) and almost three tunes 
the average expense for those aged 19-64 ($472) 
Per capltn expenses for the aged were 15 percent 
higher than they were III 1974 The 1975 mcreases 
nere nearly 12 percent for those m t,he Interme- 

-_ 
I - 

dlate age group and 13 percent for those under 
age 19. 

Source of Funds 1 

/ 

Although they provided half agnm as much 
funding for personal health care as did the pubhc 
sector, private spendmg sources, as a share m 
total health expenditures, contmued t,helr gradual 
dounward trend In 1970, the private sector ac- 
counted for almost tvo-thirds of all spendmg, 
m 1975, 40 percent of health care expenditures 
were pubhcly financed and prwate spendmg 
accounted for only 60 percent of total outlays 

For members of the mtermedmte and younger 
age groups-largely the uorkmg population and 
thew fnmlhes-prwate funds m the form of 
health msurance and consumer out-of-pocket pay 
merits were the mqor source of finsncmg for 



Tnsm 2 -Estmated per cap,ta personal health care expenditures, by type of expen&ture and murce of funda, for three age 
groupe, fiscal years 1973-75 

hospA&, physmns, dent&, other health pm- 
fessmnals, and drugs Pubhc program expendl- 
tures, whmh represented only 29 percent of the 
total, were hmlted mostly to the poor (Medwd) 
and the disabled (Medwe) m these age groups 
For the aged, prwate funds were used prmwly 
to supplement Medwxi-e protectxm by meetmg 
the deductible and comsurance payments and 
rennbursmg for serv~es the program does not 
cover-that IS, drugs, dentists, eyeglasses, care 
m noncertified skdled-nursmg faelhtles, and non- 
amlgned physuan fees 

The pubhc share of health care expenditures 
for the young remamed about the same m 1975 
as It wr~s III 1974-24 percent (chart 1) It should 
be noted, however, that t&al State and local 
expenditures are shghtly understated for both 
years because school health expenditures can no 
longer be ldentlfied separately from educatmn 
expenditures and are therefore omitted from the 
St& and local total For the mtermedmte age 

group, the pubhc share of spendmg contmued 
to mcren~e gradually m 1975 to 30 percent, re- 
flqctmg growng expenditures under several new 
programs for this segment of the populatmn- 
prmapally famxly plannmg sewIces under Medm- 
aId and the Medlcare coverage for the disabled, 
lncludmg those with chrome renal dwase For 
the aged, the pubhc share rose sharply, from 61 
percent m 1974 to 66 percent in 1975, prnnardy 
because of sharp n~reases in Medxare expendl- 
tures 

Government spendmg for personal health care 
purposes rose to $41 bdlmn m 1975, EX record 
mcrease of 22 percent over the prevmus year 
(table 3) Federal spendmg rose more rapldly 
than State and local ‘expenditures-24 percent 
compared with 18 percent The biggest merease 
in Federal spendmg (28 percent) was for the 
aged group, reflechng a 29-percent rwa in Medl- 
care expenditures and a gam of 26 percent m 
MedIcaId payments for the elderly The 23-percent 



Cnn~l 1 -l’ercentage distributfon of ex,,end,tures tor personal health care, by source ot funds and FL@? proup, Aaeal 
year 1975 

UNDER 19 19.64 65 AND OVER 
515.4 BILLION $57 4 BILLION $30 4 BILLION 

mcrease m Federal spendmg for the health care 
of persons aged 19-64-accounted for largely by 
a Wpercent gam m W&care spendmg for the 
disabled--nas two and a half tnnes as great as 
the g-percent growth m expencbtures for the 
young-those under age 19 Total State and local 
spendmg for personal health care amounted to 
$123 b&on The largest mcreases were for the 
aged and the young and were clue largely to 
higher Meduxud expenchtures Spendmg for the 
aged rose 24 percent-twme as fast as It &d a 
year earher, when the gam was 12 percent 

As the follommg percentage dlstrxbutlons m- 
dxate, the Federal share of government spendmg 

has continued Its gradual mcrease over the past 
2 years Fedora1 expenrhtures represented about 
two-tlurds of all pubhc funds m 1973, but by 
1975 the share had Increased to 70 percent The 
Federal proportion was shghtly lugher than that 
for persons a,ged 65 and over and substantmlly 
more than It was a year earher for those m the 
mtermecbate age group The State and local share 
for health care of the young was lnrger m 1975 
than m the previous year but smaller for the 
other tao age groups 

Ezpendztures for those under age 19-About 
$117 bdhon, or approxnnately three-fourths, of 
the $15 4 bdhon spent m 1975 on health care for 
persons under age 19 came from prwate funds 
The largest share of public expond~tures-wluch 
totaled $37 bllhon for tlus age groupcame 
from pubhc assistance under the Medxa~d pro- 
gram (56 percent), as table 4 shows 

Other large blocks of expencbtures were De- 
partment of Defense hoqntul and me&al care 
(19 percent)-chlefly through the awhnn health 
and me&cal program of the unformed serwces 
(CHAMPUS)--and general hoqxtal and medal 
programs (14 percent) The latter represented 
the net costs apportioned to tlus age group for 
the operahons of State and local commumty, 
psychlatnc, and long-term care hosp&& after 
Me&cad and patient payments and cnpltdl out- 
lay are excluded Federal funds used to prowdo 
dlreot S~I‘YICOS through public health ser~xe hos- 
pltals, the In&an Health Servxe, and other pro- 
grams of the Department of Health, Education, 
and Welfare are also Included m tins figure The 
remammg 11 percent of pubho outlays were for 
Federal, State, and local maternal and child 
health and medlcnl vocational rehablhtation 
programs and hoqntal and mechcal care for the 
chsnbled under the Mcrbcare program 

Federal outlays ($24 bdhon) were almost 
twce as large ns t,hose of State and local govern- 
ments ($13 bllhon) for this youngest age group 
Almost three-fourths of State funds were for 
Me&aid A httle more than three-fourths of 
Federal funds represented Medmald mntchmg 



Tnam 3 -Eatmated pemanal health are expendAres under pubbc prograrw, by type of expend,twe and muroe of funds, 
for three age groups, tincal years 1973-75 
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payments and Department of Defense health 
spendmg, chiefly for mlhtary dependents and 
retwees under the CHAMPUS program 

Expend&w for the vntemdaate age group - 
Personal health care expenditures for members 
of thm large age. group totaled $574 bllhon m 
1975 Private sources provided $40 2 bllhon, or 
70 percent, of thx amount, and the remannng 
$17 2 bdhon m&s financed from pubhc sources 
The largest share of public funds (32 percent) 
came from the Federal-State Medlcald program 
Next mas health care for actwe and retwed 
nuht~ary serwcemen and thex dependents under 
the Veterans Admuustratlon and Department of 
Defense health care programs (27 percent), fol- 
lowed by the general hospital and medical care 
program prunarlly m State and local psychmtrlc 
hospltals (21 percent) The remammg 20 percent 
of pubhc funds prov,d,ng for the health care 

n 

of the mtermedmte group represented expend,- 
tures by Medxare for the disabled and expendl- 
tures under temporary dlsablhty msurance, v ork- 
men’s compensation, and the programs for 
maternal and child health and medlcal vocat,onal 
rehab&at,on 

Federal funds accounted for a shghtly higher 
share of pubbc expenditures (57 percent) than 
they did III fiscal year 1974 (55 percent) Out- 
lays for the Med,ca,d program and the health 
care programs of the Department of Defense and 
Veterans Admmlstratlon represented 77 percent 
of Federal spendmg for this age group Payments 
for Medwud and for State and local hospltal 
care account,ed for 74 percent of all State 
spendmg 

Expen&twes for the aged-Most of the 
elderly recewe a mayor portion of them health 
care under Medicare and nearly one-fifth of them 



TABIS 4 -E&mated personal health care expendAmz under pubhc lmxrams, by progrrtm and BOUTOB of funds, for three age 
groupa, fiscal years 1973-75 

recewe Medlcald benefite that supplement Medl- 
mre pro&&on or pay the premmm costs for the 
supplementary medxal msurance part of the 
program Thus the financmg of health care for 
the aged comes pr~manly from pubhc funds 
Prwate payments, conslstmg of private health 
msurnnce premmms and dxect payments to pro- 
vlders of servxes, constituted only 34 percent of 
total health expenditures for the aged m 1975 

A total of $12 8 bllbon from MedIcare and $4 9 
b&on from Medxnld accounted for 89 percent 
of the $199 bllhon m pubbc spendmg and 58 
percent of total hwlth spendmg for persons 

aged 65 and older The remammg 11 percent of 
pubhc outlays for health care came from expendl- 
tures for general hosplt,al and medmal care pn- 
manly at the State and local level and from the 
Veterans Admmlstratmn health program Addl- 
tlonal small amounts came from the Department 
of Defense and State and Federal norkmen’s 
compensntmn and medmnl and vocntlonal reha- 
blhtatmn programs 

Medicare benefit payments are classified as 
pubhc expenditures m this art&, as they are 
m the Office of Research and Statlstms series on 
nntlonal health expenditures The prwate share 



of health spendmg IS therefore shghtly under- 
stated The 1976 article m that series’ n&s that, 
m fiscal year 1975, 39 percent of supplementary 
medlcal msurance receipts came from premmm 
payments by enrollees If the supplementary 
medlcal msurance premmms were regarded as 
prwate payments, the pubhc share would be 
reduced from 66 percent to 61 percent 

Type of Expenditure 

Expenditures for hospital care, the largest 
smgle Item of health cars expense, represented 
45 percent of all personal health cars expendi- 
tures m the Natmn III 1975 Hospital expenditures 
for the aged rose sharply-20 percent m 1975, 
compared with 13 percent m 1974 Hospital 
expense mcreases for the young and those aged 
19-64 veers also rapid, nsmg m both cases from 
nenrly 10 percent m 1974 t,o a httle more than 
15 percent III 1975 Price mcreases and greater 
utdlzatmn were the controllmg factors 

As shown below, almost half of all personal 
health care expenditures for members of the 

older group and those aged 19-64 was for hospital 
cars, but such expenditures represented only a 
third of health spendmg for the young Physl- 
clans’ ssrv~ces represented a larger share of health 
spendmg for the under-age-19 group than was 
true for the others 

Expenditures for physwns’ ssiwces, whxh 
represent,ed 21 percent of all personal health cars 
expenditures m 1975, also rose at a faster rate 
than m the prevmus year-13 percent, compared 
with 9 percent The mcreases were due to pr~e 
ryes and addltmnal use of servxes 

Drug expenditures, the next largest smgle block 

of heaIth expenditures, also rose sharply m 1975- 
10 percent, compared with a ‘I-percent rise m 
the prevmus year Drugs represented a greater 
proportion (13 percent) of total health spendmg 
for the young t,han for the other two age groups, 
but the fastest mcrease m drug outlays was for 
the elderly (14 percent) Drug expenses for the 
mtermedlate age group ross 9 percent and ac- 
counted for 10 percent of them total health 
expenditures 

Nursmg-home care accounted for 25 percent of 
health care expenditures for the older group but 
less than 2 percent of total outlays for the young 
and mtermedlate age groups Expenditures m this 
&egory rose almost 21 percent for all age groups, 
up sharply from the 12-percent mcrsase recorded 
for 1974 Greater Medmald spendmg as well as 
pr~e mcreascs and greater utihzatmn accounted 
for the mcreases 

Ot,her profwsmnal services, mcludmg dental 
cars, represented 9 percent of overall spendmg 
for personal health care The prop&Ions vaned 
accordmg to age group13 percent for the young, 
12 percent for those aged 19-64, and 3 percent 
for the older age group Growth rates were only 7 
percent for the young but nearly 11 percent for 
those aged 19-64 and 13 percent for those aged 
65 and older The more rapld mcrsases for the 
two latt,er age groups were accounted for by 
growing expenditures for the disabled under the 
Medicare program and by expansmn and bberab- 
zatlon of Medxnre beneMs for other professmnal 
serv~es bIedlcald expenditures for other profes- 
smnal serwces also rose faster for those over age 
16 than for the younger group 

The d&rent types of expenditures were fi- 
nanced m different ways Fifty-five percent of 
all hospital spendmg cams from pubhc funds 
For the aged, the government share was 90 per- 
cent The Medxare program alone provided 72 
percent of pubhc fundq (table 5) The $29 
blllmn spent by Federal, State, and local govern- 
ments for phys~cmns servuxs to members of this 
age group accounted for 59 percent of total out- 
lays for this purpose Fifty-four percent of that 
($2 6 bdlmn) ca,me from Medxare’s supplemen- 
tary medlcal msurance trust fund That fund was 
financed 39 percent from the premnxn payments 
of enrollees, 54 percent from general revenues, 5 
percent from premmms pald by Medlcnld, and 
the remainder from mterest earmngs For all 



TABLE 5 -Estimated amount and percentage &atnbutwn of personal health care expenditures for the aged, by type of expendk 
ture and cwur~e of funds, fiscal years 1973-75 

. . 

ages, pubhc funds accounted for only 26 percent 
of the $221 bllhon m expenditures for physl- 
cmls serv1ceS 

The pubho share of the t,otal for all other 
types of expenditures was 2’7 percent Among 
age groups, the proportmn was 19 percent for 
persons under age 19, 20 percent for the group 
aged 19-64, and 41 percent for those aged 65 
and over 

The average amount spent per person for each 
type of expenditure varms widely with a,ge, as 
the followmg tabulation shows Seventy percent 

of the average health care bdl of the aged went 
for hospital and nursmg-home care Health ex- 
pendltures for those under age 19 averaged only 
a seventh those of the aged, prnnardy because of 
t,he younger group’s low utlhzatlon of hospital 
care Then hospital bdls we‘re only a tenth those 
of the aged, and their nursmg-home expense was 
only about a hundredth of that of the elderly 
The average health care bill for the mtermedlate 
age group was approxunately a third that of the 
aged, refleotmg about 38 percent of the hospital 
expenditures of the aged and about 3 percent of 
the elderly group’s nuwng-home expenses 

The per capita expenditures of $100 for phyw 
clans’ se~~xes for the mtermedlate group were 
43 percent higher, on the average, than they were 
for young persons ($70) but somewhat less than 
50 percent of the average expense of the elderly 
($218) Average expenditures for physxlans’ 
services for the young nere less than a third of 
those for the aged 



TRENDS 

In the 3 years followmg the begnmmg of the 
Medmare program operahons m fiscal year 1967, 
personai health cnre evpendltures went up rapldly 
The first deceleration m spendmg for this purpose 
occurred m 1971, when the rate of mcreaso 
dropped sharply to 118 percent from a growth 
rate of 14 1 percent m 1970 The unplementatlon 
of the economx stablhzatlon program m the 
form of mandatory controls on the health crux 
mdustry begmnmg m August 1971 had a further 
slowing effect on health care expenditures m fiscal 
years 1972, 1973, and 1974 The rate of mc~ease 
dropped from 111 percent m 1972 to 9 2 percent 
m 1974, the year that saw the final 10 months of 
price controls In fiscal year 1975, with price 
controls off, expenditures lumped 14 6 percent 
The grest,er use of serwces was undoubtedly an 
addItIona factor 

The overall trends show up to a varymg extent 
m outlays for the three age groups The rate of 
mcrease m health expenditures for the aged 
peaked m 1968 (23 1 percent) as the Mledxwe 
program went mto full snmg Smce that tnne, 
the rate has declmed, particularly durmg the 
period when prxe controls \cere m effect for the 
health care mdustry In 1975, however, spendmg 
for the aged increased 18 0 percent, compared 
with a rise of 114 percent durmg 1974 For the 
two other age groups there are generally snmlnr 
patterns of rate dechne followed by B sharp up- 
turn durmg 1975 Personal health care spendmg 
m 1975 rose 120 percent, double the 1974 rate, 
for the young Spending for the mtermedlate 
age group also accelerated from a rate of 9 1 
percent m 1974 to 13 5 percent m 1975 

Source of Funds 

The Medlcsre and Medlcald programs con- 
tmuod to exert a strong mfluence on the eource of 
funds for personal health care, particularly 
among the aged population In 1,966, before the 
two programs went mto operation, public funds 
financed 30 percent of health care expenditures 
for the aged, in 1975, government’s share was 
66 percent (61 percent If Medicare premwns are 
regarded as prwate expenditures) 

Yet from 1969 to 1975 the Medxare share of 
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the aged’s overall health bdl and its hospital and 
phys~cxms care components has been decreasmg 
for 8 number of reasone The average length of 
hospital stay for the older groqp has been de- 
clung by more than 3 percent a year durmg 
much of the period 1969-74 (table 6) As a result, 
the patrant’s nutlal share of the hospital bill- 
a deductible roughly equwslent to the average 
cost nationally of II day of care-hns become a 
larger proportlon of the total bdl and the Medl- 
care proportlon has become smaller 

Addltlonnlly, expenditures have been mcreas- 
mg for outpntlent hospital dlagnoshc and thera- 
peutlc eerv~ces, which are Included as hospltal 
expenses but pad from the Medicare supplemen- 
tary medlcsl msurance trust fund These expenses 
are rennbursed at a 1 ower rate than those for m- 
patlent hospltnl care, mamly because of the 20- 
percent couwrsnce requwmwnt 

The dechne m Medlcnre’s share of expendl- 
tures for physlclans’ services has resulted partly 
from the mcrease m the deductible from $50 to 
$60 m 1973, but an even more Important mfluence 
has been the decrease m the proportlon of clanns 
for which physuans have accept,ed assignment 
Physmlans who do not accept assignment may bill 
the p&lent for more than Medlcsre’s “reasonable 
charges ” In fiscal year 1969, the net assignment 
rate (excludmg hospital-based physuans) was 
61 percent, m 1974, It had dechned to 52 percent 
As a result, a greater proportion of total charges 
1s bang met through private insurance, Medlcald, 
or out-of-pocket payments by the patlent and a 
smnller proportion by Medxare 

Although sbll not at the 1969 level, Me’dlcare’s 
share of t,he health bill m 1975 shoued a sharp 
~ncrense, renchmg 42 percent of the total For 
hospltnl care, Medicare’s share rose t,o 72 percent 
m con&St to the previous high of’ 66 percent 
m lQGQ, for physm~sns’ and other professIona 
eerv~ces, the 1975 shores were 54 percent nnd 38 
percent, respectively, compnred wth a high of 
60 percent for physuns’ servuxs m 1969 and a 
prev,ous high of 31 percent for other professlonnl 
S~ITKXS 1x1 1970 This growth m 1975 came about 
mmnly because of financmg procedures under the 
program A steep xxx occurred m hospital m- 
surnnce benefits m fiscal year 1975 because of the 
s\1 Itch by many providers-followmg repayment 
of outstandlng current financmg funds m fiscsl 
year 1974-to the ‘Lpenodx lntenm payment” 



method of finanang Under this method, pay- 
ments, whxh are based on estunated costs and 
uhhzatlon, mere 65 percent greater than they 
xere m fiscal year 1974 and accounted for half 
of the r~crense m hospltal u~surance benefits 

A comparable ruse m supplementary medical 
msurance benefits was largely the result of 
catch-up ,ncreases m physmmns’ fees following 
the end of the econonuc stabdlzntlon program 
Medxnre placed a hmlt of 55 percent on fee 
mcresses m determnnng Its calendar-year base 
for fiscal-year 19’74 payment,s The amounts pald 
physuns ,n fiscnl year 1975, however, mere 
based on prevadmg and customary charges de- 
rived from actual charges in cnlendar year 1973 
Increased utduatlon of medical services and III- 
creased charges for outpatmnt servxes have also 
contributed to the sharp rise in supplementary 
medlcal n~surnnce benefits, as have the extension 
of MedIcare coverage to services performed by 
Independent physical theraplsts and chwopractors 
and the ehmmahon of conxa~ranee payments for 
home-health vwts Another factor mas the sub- 
msmon of b& on a more frequent, %en flow” 
baas by physlcmns acceptmg assignment--a 
practice encouraged by the carriers Beneficmr~s, 
feehng the effects of the recewon and the pinch 

of lnflatlon on thar mcomes, also submltted their 
bdls more frequently A trend toward nxreased 
use of outpatient serv,ces because of the nonava& 
ablhty of physlcmns was another contnbutlng 
factor 

During t,he past severs1 years, only about 3 
perrent of nursmg-home expenditures have been 
pald by Medare Ry contrast, III 1968, toward 
the beguuung of the program and before controls 
on the use of skdled-nursing faahtles were 
tightened, Medmnre covered nearly 16 percent of 
total outlays for care of the aged in nursing 
homes The program does not pay for dental care, 
out-of-hospital prescrlbod drugs, or eyeglasses 
Because of these program hnntatlons, Medxare’s 
share m the financing of t,otal health care for 
the aged has not kept pace with the ndvance of 
Its share of financmg hospital and medlcal 
sf%wces 

Thwd-Party Financing 

Thrd-party financing has been a mayor factor 
m the growth of health care spending More than 
two-t,hlrds of the N&Ion’s health care bdl III 
1975 was pmd by third partIes--private health 



msurance, government, and, to a much lesser While the share pad by prmte health I~SUI- 
extent, phdanthropy and Industry (table 7 and ante has remamed stable at around 25 percent for 
chart 2) the past 10 years, government’s sham has almost 

CHAET 2-l+ capita earpendltures ior personal health care met by third partm fmd pail3 dir&ly, by age group, 
flaea1 years 1966 and 1975 

AGE 65 AND OVER 

THIRD PARTY PAYMENW 

B GOVERNMENT 

m PRIVATE HEALTH INSURANCE 

= PHILANTHROPY AND INDUSTRY 

19S6 1975 1966 1975 1966 1975 



doubled m the same period-mcreasmg from 22 10 years earher, the dollar amounts per capita 
percent m 1966 to 40 percent m 1975 Although rose 65 percent m that period-from an average 
dmct payments by consumers represented less of $94 to $155 
than a thwd of them total health expenditures Payments by t,he tao ma,or third partles- 
III 1975, compared mth CI httle more than half government and prwate health msurance-have 

TABLE 7 -Amount and percent of expenlturea for persond health care met by tlurd par&a for two age groups, fiscal years 
196&75 
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T~B,,E 7-Amount and percent of expend,tures for personal health care met by thrd per&s for two age groups, fiscal years 
196675-Conlznued 
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had dlfferlng nnpscts on the three age groups 
The role of prwate health uwurance with respect 
to expenditures for the aged, for exzmple, dnnln- 
Ished rapIdly with the advent of the Medmare 
program Although the number of aged persons 
who carry prwate n~urance IS now even ldrger 
than It was before Medicare, n~~urance payments 
now make up only about 5 percent of t,helr total 
outlays, compared wth about 16 percent m 1966 
Insurance for this group now generally only 
supplements or complements the Medxare benefit 
structure Government’s share of the health bdl 
for the aged, uhxh Includes the broad coverage 
available under Med~cnre, more than doubled- 
from 30 percent in 1966 to 66 percent m 1975 

For persons under age 65, prwat,e health ~nsur- 
ante met 35 percent of thew 1975 health expendl- 
tures This subst,nntlsl proportion reflects slgmfi- 
cant ga,ns m private coverage for the workmg-age 
population that have been achvwed through 
collectwe bargamlng over the past 10 years 

Medxald has helped reduce the dwect costs 
of health care for the poor and medxally lndl- 
gent members of the young and lntermedate age 

groups Government programs, lncludlng Ivledlc- 
md and Medicare for the disabled under age 65, 
met 29 percent of outlays for these age groups, 
compared wth 19 percent m 1966 

Despite third-party payments, 29 percent of 
the N&Ion’s health bdl for the aged was pald 
directly from their own resources Dweet expendl- 
tures generally pad for servxes covered n&her 
by Medmare nor prwate u~urance Not Included 
m the drect pnyment,s are prwate u~~rance 
prenuums and the prennums for supplementary 
medxal insurance also pad by the aged, or in 
some cases by employers in their behalf 

Par Capita Spendmg 

Per cnplta spendmg 1s slgmficant because It 
provldes CI reahstlc measure of the ,ncrense ,n 
expendawes for personal health care The sub- 
stnntlal growth over the past 10 years m the 
average amount spent by Amerlcnn+from $182 
m 1966 to $276 in 197~reflects, not only mfln- 
tlonary costs and prices, but lncrossed use of 



servxes, technologxal advances, and quaky nn- ages For a person under age 65, the average 
provements m the field of health and medlcal care amount spent m 1975 was almost two and a half 
and treatment The groa th m the average amount tunes the sum spent m 1966 For the aged, per 
spent for health care has been substantial for all caplt,a spendmg more than trlpled since 1966 

Social Security Abroad 

Admmlstratlve Costs for Social Security 
Programs m Selected Countries* 

lnformatlon on the amount social securky ~ys- 
terns spend on admmlstratlon III relahon to thex 
total benefit expenditures has been collected by 
the International Labor Orgamzatlon (ILO) m 
Its most recent study of the cost of soclal security * 
The data provided by 13 selected countrws m 
response to the ILO’s uniform questlonnane have 
been brought together 111 the accompanymg table 
The table IS based on advance information from 
the IL0 and presents adnxmstratme costs as a 
percentage of all benefit expenditures m 19’71 

*Prepared by Mbar IIorhck, Chief, Cam~arative Studies 
Staff, OXlice of Research and Statistics 

1 nernatiod r.ar omc.5, 9x0 cost 0, SOC~Z .kfflw 
(Eighth International Inquiry, 1967-1971, Basic Tables). 
Geneva (scheduled for Dublication in 1976) For an out- 
he of the structure and ,,rovisions of nrowsns in other 
countries, me SocmZ Becur~ty Program Throughout the 
World, 1975 (Research ReDort No 4S,, Social Security 
Admimstration, Office of Research and Statistics, 1976 

for the old-age, mvahdlty, and SUI‘YIYOP msur- 
ante system, for the general health msurance 
system, and for all cash benefit programs m 10 
Western European countries, Canada, Japan, and 
the Umted States 

For comparatwe purposes, these data (for a 
fiscal-year period that differs somewhat from 
country to country) appear to be the most repre- 
sentative available, though a number of concep- 
tual d&ultles are Involved The nux of pro- 
grams, for example, may not be the same from 
one country to another Some countrws lump 
together old-age, mvahdlty, and suwwo~ msur- 
ante, others adnumster the mvahdky program 
with health msurance The Unked States, for 
example, has no family allowance program 

OLD-AGE, INVALIDITY, AND SURVIVOR 
INSURANCE 

Admmlstratwe costs as a proportlon of benefit 
expenditures for old-age, nlvahdlty, and survwor 
msurance III 1971 are compared here for 9 of 
the 13 countries-those for whom data are avall- 
able and dlstmgulshable (except that Relgmm’s 
figure excludes the mvahdlty program, whmh 

(Cmttnued 0% page 56) 


