Private Health Insurance in 1975: Coverage,
Enrollment, and Financial Experience

More wmmprovement in the scope than in the
quality of private health wmsurance coverage took
place during 1975 Four-fifths of the populaton
under age 63 was covered for hospital and surgical
care, and nearly that proportion was protected
against the costs of physiciang in-hospital visiis,
X-ray and laboratory examwnations, and prescribed
out of-hospital drugs The $33 6 hllion in premiums
pard by consumers resulted in the return of only
$289 Dbilhon wn benefits, which covered just 4§
percent of thewr total personal health care expendr-
tures Major-medical wnsyrance, held by an estr-
mated L3 percemnt of the populetwn, helped to
overcome some of the defictencies of prwate in-
surance—dollar lymitations on health care services,
ceilings on the duration of hospital stays, end ewx-
cluswons for some bypes of care It alzo provided
economic protectwn agawnit catastrophic ecpenses *
Premiums and subscription tncome rose faster than
benefits a8 private insurers atiempted to keep thew
coverage in e with riging health care costs The
overall underwriting gain was due largely to g
$952 k nallion gawmn in group business by the insur-
anee companies

THE PRIVATE HEALTH msurance industry
contmued 1n 1975 to respond to the needs of
Americans for greater protection aganst the costs
of 1llness and related health care expenses Union-
employer negotiations resulted in new basic hos-
pital, surgical, and medical-expense group cover-
age for employees and their families not mnsured
previously and in new and immproved coverage
under supplementary major-medical and compre-
hensive major-medical policies for those already
msured, those who previously held only basie
coverage, or those who had no coverage at all
Americans also bought more individual coverage
to supplement group coverage or as the only cov-
erage available to them Benefit payments rose as
higher premiums paid by employers and em-
ployees attempted to keep insurance coverage In
Ime with msing health care costs and the need
for wider protection against the costs of a vast
array of health care services

* Division of Health Insurance Studies, Office of Re-
gearch and Statistics
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Despite these developments, most msured per-
sons had to pay directly for a substantial part
of their total health care costs because of the
exclusions, restrictions, and Iimitations that char-
acterize private health 1nsurance policies and
plans In 1975, 168 milhion persons or 79 percent
of the civilian population had coverage for hos-
pital care For about 55 percent of these persons,
the economic protection was substantial because
they had extended coverage under some form of
major-medical msurance, for the others, 1t ranged
from minmmal to reasonable About three-fourths
of the population had some protection agamnst
the costs of most physicians’ services—surgery,
in-hospital physicians’ visits, and X-ray and labo-
ratory examinations Lattle of this was first-dollar
coverage, however Somewhat more than two-
thirds of the population had some coverage for
nursing services and prescribed out-of-hosprtal
drugs, mostly through major-medical nsurance
Only one-third of the population had private in-
surance that paid any of the costs of nursing-
Liome care, only one-sixth had any private mnsur-
ance to cover dental care costs

Most working Americans and their familes
(851 million) received their health msurance
protection through group policies written by in-
surance compantes Blue Cross and Blue Shield
group and ndividual plans provided hospital
coverage for 775 million persons (40 percent of
the population under age 65), and for 48 percent
of the aged mnsured The Blue Cross-Blue Shield
plans were the largest insurers for nursing-home
care Independent health msurance plans—pre-
paid community and self-insured employer-union
plans—covered nearly 7 percent of the popula-
tion for most types of care

That the insured person cannot expect to re-
ceive truly comprehensive health care services
i return for his premium payments 1s just one
of the deficiencies 1n the private health 1nsurance
system Individual buyers frequently encounter
age-limit restrietions or the termination of msur-
ance benefits after stated ceilings are reached.



They often are subject to waiting periods and
sometimes are even excluded from coverage be-
cause of preexisting conditions Hospital coverage
under group policies may be of limited duration,
and some kinds of 1llness may not be covered for
treatment and care

Almost 60 percent of the persons with group
msurance policies that covered basic hospital
expense (first-dollar coverage) had to make up
the difference out of pocket between the semi-
private room-and-board charge and the room-
and-board allowance pad by their msurance poli-
cles Only one-third of the newly covered had full
dollar protection under their basic plans when
an 1ntenstve-care unit was required Only 36 per-
cent were covered for hospital stays of 120 days
and over About 16 percent had maximum surgical
benefits of less than $500 About 69 percent re-
cerved less than $8 for each physician n-hospital
visit Major-medical benefits helped to meet these
deficiencies, but almost 30 percent of those covered
m 1975 under major-medical policies were subject
to maximum benefit himits of $100,000 or less

Almost all persons aged 65 and over have
health msurance, mainly through the Federal
program of health insurance for the aged and
disabled (Medicare), but many have private 1n-
surance as well, usually 1n plans designed to com-
plement Medicare benefits Some 223 million
aged persons had hospital mmsurance under Med:-
care as of January 1, 1976, and 22 0 million had
supplementary medical insurance (SMI)—98 per-
cent and 97 percent of the aged population, re-
spectively About 24 million of those with SMI
coverage were covered through a Medicaid “buy
m” arrangement Approximately 15 million were
covered directly by the medical assistance (Medic-
aid) program in the four States that did not
have such an arrangement (Alaska, Lousiana,
Oregon, and Wyoming) Sixteen percent of all
Medicaid recipients 1n fiscal year 1976 were aged
65 and over How many of the small proportion
of the aged without Medicare coverage who had
no health msurance at all 13 not known

An estimated 85 million Americans under age
65 had no private imsurance for hospital care
m 1975, 37 million had no surgical insurance
Some of those with no health isurance coverage
were without insurance by choice Others received
assistance 1n meeting their health care expenses
through pubhe programs—Medicare, Medicaid,

4

the civilian health and medical care program for
the unmiformed services (CHAMPUS), Veterans
Admimstration programs, State temporary dis-
ability msurance programs, and workers’ com-
pensation

Approzimately 205 milhion persons under age
65 recerved Medicard payments 1n 1975 Of these,
28 milhon were disabled, 10 6 million were de-
pendent children under age 21, 51 million were
adults in families with dependent children, and
the remaining 2 1 milhon were the blind (117,000)
and other eligibles who were under age 21 or
aged 21-64 Medicare covered 22 million dis-
abled persons under age 65 for hogpital care and
20 mlhion for services under SMI Of these,
363,000 were persons with Medicaid buy-in ar-
rangements State temporary disability insurance
programs covered an estimated 15 ymllion persons,
and 67 million were covered by State and Federal
workers’ compensation programs

Not all of these persons rely solely on health
care under public programs Some Medicaid re-
cipients, for example, carry private health msur-
ance, and benefits paid under such pohcies provide
partial reimbursement to the providers for their
services Because the extent of this overlap or
duplication 1 numbers of persons covered by
public programs and private insurance 1s not
known, the number of persons under age 65 with-
out any economile protection against the costs of
health care and 1llness cannot be definitely
determmed

POPULATION COVERAGE

Estimates developed by the Office of Research
and Statistics of the net number of different
persons aged 65 and over and those under age 65
who were covered 1 1975 by private health insur-
ance for 10 health care services are given in
table 1 The Health Insurance Association of
America (HIAA) estimates of the net number
of persons with private msurance for hospital
care and surgical services are also provided

More than four-fifths of the population under
age 05 was covered for hospital and surgical care,
according to estimates by the Office of Research
and Statistics The HIAA placed 1ts estimates
considerably higher—87 percent for hospital care
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Tapre 1 —Estimates of net number of different persons
under private health insurance plans and percent of popu-
lation covered, by age and specfied type of care, as of
December 31, 1975

All ages Under age 65 ;&nggix’r
Per Per 1| Per-
Type of service Num- w’}t Num- “?t Num- of,'}:
ber | y0n | Ber | ooon [ ber | g
an [ OV an | SV dn § D
thou- | 180 | thou- u- | thou= | on
sands) [ PSP~ | sands) p‘z‘g_ sands) | P{P!

tion 1 tion 1 tion ¥

Hospital care .. . | 168,448 79 3 | 154,205 81 3| 14,243 627

Physlcians services
Burglcal services . | 164,986 77 7| 152 408 80 4 | 12,488 55 0
In hospital visits .| 160,750 757 [ 151034 796 | 9,716 4238
X ray and labora

tory examina

tions . ... 156,717 7% 8 | 148,293 782) 8,424 371
Offica and homs
visits . ] rias 601 | 121,234 839 6,501 28 6
Dentalcare .___ _ _ | 34,477 16 2 | 83,840 17 8 637 28
Fresceribed drugs
(out-of hospital) | 149,276 70 3 | 144,335 76 1] 4,841 218
Private-duty nursing | 145 927 68 7 | 140,996 743 4983 217
Visiting nurseservice | 141,561 66 7 | 136 (99 71 8] 5,462 24 1
Nursing-home ¢are...| 70,146 330]| 65,680 346} 4,460 12 6
HIAA estlmates
Hospital care -1 177,080 83 8 [ 165,357 87 2| 12,623 65 6
.Sul'glcal services _{ 168,8% 79 5 { 158,518 83 6 | 10,377 457

t Based on Bureau of Census estimate of 212,376,000 a5 of Jan 1, 1976
t Based on Bureau of Census estimate of 189,674,000 as of Jan 1, 1976
# Based on Bureau of Census estimate of 22,702,000 as of Jan 1, 1976

and 84 percent for surgical services The propor-
tions of the total population with private health
msurance coverage for other types of care were
smaller, rangimg from 16 percent for dental care
to 76 percent for physicians’ inhospital visits

It 1s estimated that four-fifths of all consumer
expenditures for hospital care was met by private
msurance, the remainmg one-fifth came largely
from direct out-of-pocket payments For physi-
clans’ services, the direct out-of-pocket costs were
substantial, however Private insurance met less
than half of all consumer expenditures for this
type of care

The actual dollar protection for the varicus
health care services reflects not only the rate
of coverage, but also the benefit level Private
msurance paid for 14 percent of consumer ex-
penditures for dental services, for example and
only 7 percent of total costs for prescribed drugs
and “other types of care”

ENROLLMENT

The total number of persons enrolled by all
private health msurers for each of 10 health care
services 18 shown 1n table 2 The gross enrollment
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for persons of all ages for hosprial insurance was
212 million m 1975 According to the net esti-
mates, 168 million different persons were covered
for hospital care in that year Thus, 44 million
persons or approximately 21 percent of gross
enrollment represented duplicatory or multiple
coverage Stated another way, private hospital
msurance policies or plans had 212 million en-
rollees but only 168 million different individuals
had coverage The HIAA estimated net coverage
for hospital care in 1975 at 178 million

Multiple coverage occurs chiefly when (1) both
spouses are employed and both have group in-
surance through their employer, (2) a person
with group coverage purchases an mdividual 1n-
surance policy to supplement the group plan, and
(3) a person not ehgible for group coverage holds
two or more individual msurance policies, usually
to supplement each other because their benefits
are limited

Insurance companies had the largest enrollment
for hospital care 1n 1975—117 mllion persons
Of the total, group policies covered 87 mullion
persons and the remaming 30 million were en-
rolled under mdividual policies Blue Cross and
Blue Shield plans had hospital insurance enroll-
ments of 83 million and 2 5 mallion, respectively
Independent plans provided hospital coverage
for more than 9 milhon persons Blue Cross-
Blue Shield enrollment figures and those of the
mndependent plans include both group and non-
group subscribers

Commereial carriers also surpassed Blue Cross-
Blue Shield plans in the number of persons cov-
ered for surgical services—106 million and 78
million, respectively The independent plans cov-
ered 11 mullion persons For all non-hospital-
assoclated health care services except nursmg-
home care, the companies msured the majority
of persons protected by private health msurance,

Persons under age 65—generally those m the
work force and their dependents—were more
likely to be covered under insurance company
plans About 109 million persons were enrolled
by the commercial carriers for hospital care and
about 103 million for most physicians’ services
Enrollments m the Blue Cross-Blue Shield plans
totaled about 77 million for hospital care, 70
million for surgical care, and 33-68 milhon for
other physicians’ services Coverage for drugs
and nursing services mn Blue Cross-Blue Shield



Tasre 2 —GCross enrollment under private health insurance plans for three age groups, by type of plan and specified type of

care, as of December 31, 1975

[In thousands]
Physleians services
X rited | Private | Vistting-{ N
PRy scribe Tiva ng- | Nursing
Type of plan H:Sal:}!ta] In- Office D:;},:a] drugs duty nurse home Vé:ic;n
Burgleal hospital labora and (out-of- | nursing | servica care
sarvices | “oqo home hospital)
oxaming | visits
tlons
All ages
Total enrollment. . ..... .. - ae | 212,154 | 195,624 161,511 1 185,846 | 151,701 34 815 | 156,502 | 153,076 | 148,475 71,505 [}

Blue Cross Blue Shield.___ _. - - 85,762 77,803 74,869 68,322 36,010 3,320 46,122 41,457 35,895 37,221 913
Blue Cross _ . .. .. - oo __ ... | ga'i7e| ‘deoa | ‘4193 136 (O ) @ ) 4]

Blue Shleld . .. @ cc ;e ee - .- 2,583 73,104 70,676 34 614 Q) ) t) (&) (W) 1

Insurance companles.. ... . . . - 117,300 | 106,426 ¢ 105,580 | 105 824 | 104,471 19,020 § 104,033 | 104,033 | 104 033 28 959
Group policies = ec = cv ve veer w-a 87,185 87,958 o7 925 98,505 97,189 18,936 26 718 86 718 95 718 23 764 1
Individusal polleles... - . -] 0136 18 468 7,855 7,318 7282 84 7,815 7 815 7,815 6,195 Q@

Independent plans. _ .. . o caeee - 9,092 11 395 11 062 11,800 11,220 12,475 8,437 7,586 8,547 5,325 7 240
Community.. . .. - e ee mm 3 869 6,065 6 047 6,058 5,970 1 380 1,841 4,212 5,449 3013 4,208
Employer-employee urﬂon PR 5,081 5,183 4,869 5,595 5,103 1,304 4,472 3, 365 3,008 2,189 2,803
Private group ellnic ... .. .. - ... 142 147 147 147 147 66 24 [ I 123 141
Dental service corporatione . .o oo o] ccaece o] & cemcfemmes oo s I, [ 3/ R PRI [ [ [,

Under age 65
Total enrollment. ceue- - - - -..| 195,020 | 183,370 | 181 105 | 176,469 | 144,875 34,178 | 151,552 | 148,046 | 142 904 87,000 {t)

Blue Cross-Blue S8hield. .. ccauae an ocon] 77,474 70,285 67,809 82 T4 32 598 3,318 43,014 39,250 33,160 33,782 857
Blue Cross .. .cccceaean - . - -] 75,157 233 3 860 1,312 ( @ (lg ﬂ ?) (t)
Bloe 8hield ... . e o oo oo oo & aLy 66 052 63,949 } 31,286 ( {1 (1 1 1y (1;

Insurance companies ... .. e e - | 109,364 102,473 | 103,005 | 102,742 | 101 923 18,917 | 101,714 | 101,714 | 101,714 28,365 ?
Group polleles __ - .. .. .. R 85,124 82,917 95,817 815 94,819 18,633 94,627 94,627 94,627 23,321 l;
Individusl poleles.. .. . .. .. .- .| 24,240 16,556 7,188 7127 7 104 8 7,087 7,087 7,087 5 044 (

Independent plang ._ ... oc .. 8,191 10 612 10,291 10,933 10,354 12,143 5 924 7 082 8030 4,852 6,659
Community... .« —o o < 3 642 & 764 ' 5,670 1 281 1 850 4 008 5,188 2,872 4 036
Employer-employee-union 4,419 4,714 4,411 5,039 4,550 1,247 4,052 3,065 2,842 1,867 2,495
Private group ¢linfe.... 130 134 134 1 134 84 22 1. o mee 113 128
Dental service corporation.... O O o [=R:%5) N A R P . P PR

\
Aged 85 and over
Total enrollment ... .. .. - 17,125 12 254 10,407 9,477 6 826 637 5,040 5,030 5,571 4,505 Q]

Blue Cross-Blue Shisld. ... .. .. - B 288 7 518 7,060 15,528 3,412 2 2 208 2,207 %,735 13,438 56
BIUB CTOSS vvevv oveon on oo o o oo| 8,022 166 333 ! sa| @ ) 1 8 ) 0}
Blue 8hield.. __ _. cocan o0 on 266 7 Q52 8 727 3,328 [0 1) Q 1 Q]

Insurance companies.. 7,036 3 0u3 2,675 3,082 2 548 303 2319 2,319 2,319 504 O]
Group li1:»4:-lie.les ——— 2,061 2,041 2,108 2 890 2 310 303 2,091 20m 2 081 443 ?;
Individual policles - 5,875 1, 912 467 192, 178 | ae an & 228 228 151 1

Independent plans 901 772 867 866 32 513 504 ai7 473 581
Community__. .. .. _. 227 301 301 208 300 27 o1 204 261 141 260
Employer-employeg-union . 662 469 458 656 563 147 420 256 322 308
Private group elinie_... .. —— 12 13 13 13 13 2 [ G P, 10 13
Dental service corpomtion... ORI R [ U RN [ 156 | e W- RO SRR AP "

1 Data not avallable
1Includes disabled persons under age 63

plans was less than half that under insurance
company plans

Blue Cross plans surpassed the commercial
carriers, however, 1n the number of persons aged
65 and over enrolled for hospital care and phy-
siclans’ services under policies supplementary to
Medicare Of the 17.1 million aged persons cov-
ered by private insurance, Blue Cross plans en-
rolled 83 mllion for hospital care, 75 millien
for surgical care, and 6 0 mllion for X-ray and
laboratory examnations By contrast, insurance
companies enrolled 7.9 million persons for hospi-
tal care, 4 million for surgical care, and 31

# Mainly coverage of Medicare deductibles
4 Fewer than 500

milhon for X-ray and laboratory examinations
Most of these coverages were coordinated with
Medicare coverage—that 1s, private insurers gen-
erally take care of the Medicare deductible and
coinsurance payments and some part of the
charges for services not covered under the
program

Independent plans bad fewer than 1 million
enrollees aged 65 and over Most of them were
in employer-union negotiated plans that con-
tinued health care coverage after retirement

The gross enrollment for hospital care mn all
plans was 3 percent higher m 1975 than it was 1n

SOCIAL SECURITY



the previous year The biggest gains were re-
corded among the aged, where msurance com-
panies 1ncreased their overall coverage by 14
percent and their group busmess by 35 percent
Other large gaimns were 1n coverage for out-of-
hospital X-ray and laboratory examinations,
which increased by 3 percent For these services,
Blue Cross-Blue Shield plans achieved rises of
34 percent in their Medicare supplementary cov-
erage and 4 percent in their under-age-65 cov-
erage For all ages, coverage for dental care rose
6 percent, preseribed out-of-hospatal drugs 5 per-
cent, and nursing services 4 percent The greatest
tered by the msurance companies For drugs and
nursimg services, the most dramatic mcreases were
m the number of persons enrolled by Blue Cross-
Blue Shield plans—gains of 14 percent 1n cover-

agn far nracamhad Aviiore and 19_1K narsant 1n anv
dEh iU pATHLILLCU WIUES il 107 4d PUIURLIL 1 L

erage for nursing services

Enrollment Shares

Iattle change from the year before in the
market distribution of private health msurance
15 evident m the 1975 figures Insurance com-
pantes held from 54 percent to 70 percent of
total gross enrollment for hospital care, phys:-
cians’ services, dental care, prescribed out-of-
hospital drugs, and nursing services (table 3).
Blue Cross-Blue Shield plans had 52 percent of
the enrollment for nursing-home care

Under plans that supplement Medicare cover-
age, Blue Cross-Blue Shield plans held the high-
est share of coverage for hospital care, physicians’
services, visiting-nurse services, and nursing-homs
care Insurance company group policies and den-
tal service corporations held more than four-
fifths of the dental coverage for all ages Insur-

anen rnomnaniaa hald marae than twa thirde af tha
anceé companios ne:d IMore Lnanl VLWo-udllrGs o1 uld

coverage for private-duty nursing services

TapLE 3 —Percentage distribution of total gross enrollment under private health insurance plans, by type of plan, and spea-

fied type of care, as of December 31, 1975

Physiclang' services
X czlrl?;d Private- | Vialting- | Nursl
-ray 8 rivate- aiting- | Nursing-
Age group and type of plan Hoc?}t.}al and Office Dce;:_tal drugs duty nurse home
Burgieal hospital labora- and e (out-of | nursing | service cara
services vlgts tory home hosplital)
examina-| visits
tions
Total,allages.. . . . . . - .- - 100 0 oo 100 0 100 0 100 0 100 0 100 ¢ 100 © 100 0 100 0

Blue Cross Blue Bhisld __ 40 4 398 391 BT 237 95 205 bl ] 242 52 1
Blue Cross .. _ . 39 2 24 22 S; 9 8 ('; 8 g) 8
Blue Shield __ - - 12 374 36 9 228 [0 ) !

Insurance companies . - .. . .- - - . . - 55 3 54 4 851 58 9 [N 5468 66 4 88 0 701 40 &
Group polleles_. __ . _ _ _. .. - - 411 44 0 811 83 0 641 64 4 618 63 2 651 33 2
Individual policies. . . .. _ . - — e . H2 94 40 39 48 2 47 48 49 73

Independent plens. .~ 0.0 T . .01 43 58 58 63 74| a8 41 50 3] 74
Community . .- - we cn - em v em w 18 31 32 33 a9 ER 13 28 27 43
Employer-mployee UNIOI. - . ru cceeee = - = 24 26 25 30 34 40 29 22 21 a1
Private group clinde. .- . .o .0 - - o anre .1 1 1 1 1 2 Q] &) [ .2
Dental service corporation ... . . - . - b o e lee oo | em e o | ar e )e e e 7 - ) [N SRR SR J—

Underage s . .. .. - - oo eeeew PR 100 O 100 0 1000 100 0 100 0 1000 1000 100 0 000 100 0

Blue Cross Blue 8hield - _ a9 7 383 3T 4 356 25 97 29 28 3 222 50
Blue Cross. .. . e 385 23 21 8; (l; ) 8; ﬁ S;
Blue Shield . 12 36 0 353 2186 [y Q)

Insurance compan . 561 558 36 0 L8 2 w4 (T8 ] 67 1 [ 712 422
Grouppolleles .. _ . .. .. . - .. - 43 6 46 9 52 9 54 2 85 4 545 62 4 63 9 a6 2 348
Individusl policies. e we oo - en ee ae mee 124 90 40 40 49 2 47 48 50 758

Independentplans . ... . co. ooim o oo coeea 42 58 57 62 71 35 3o 48 56 72
Community__ _ . . . _ . ..o 1¢ 31 32 83 39 37 12 27 36 43
Employeremployee unlon . _ .. .. . .. .. 23 a4 24 29 31 86 27 21 20 28
Private group elitde.. .= . . o oo ev ee we o= 1 1 1 1 1 2 (O] ® - em e 2
Dentsl service corporation. _ .. .. .. o . RN B [T A I 27 9 e e i [ v mm mmma)en s mmefeswmn maan

Aged 65andover, .. . . .. ... . eme 100 9 100 ¢ 100 0 100 0 100 0 100 0 100 0 100 0 100 0 100 0

Blue Cross-Blue Shield... ace - oo cveee o cocuee 48 38 Bl 4 67 8§ 58 3 500 3 43 8 43 9 49 1 76 3
Blue Cross. . . - 46 7 38 32 g; 12 (’g 513 8; 8 ?;
Blue Shield .. . . 15 57 5 & 45 8 {1 1 1

Insurance companies . 46 3 323 7 3235 37 3 47 6 44 0 46 1 41 6 132
Group policles . _ . - 120 15 7 2 30 5 H7 47 6 41 5 41 6 37 5 98
Individual policies . . . .. 3 156 & 290 28] .. .. 45 435 41 84

Independent plans e e e e = e omm e e 53 64 4 [ 127 521 10 2 100 [ 3] 106
Community . . ... . e e e - = 13 25 9 31 44 42 18 41 47 31
Employer-employee union...__ v em e o e 39 38 4 59 g1l 231 83 60 46 71
Private groupelinfe.. . .o .. o o oo oo o - 1 1 1 1 2 3 m [C) T S 22
Dontal S6T7I00 COTDOTEBLI0Near & o cv comms oo | oo =r swa]s o ww [ SN e e ] 24 5§ ceumccnen [P S S ——
1 Data not avallable 1 Less than 0,005 percent
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Historical Data !

The growth m the total number of persons
covered by private msurance for hospital and
surgical care over the 25-year period from 1930
to 1975 is shown 1n table 4 Enrollment data for
dental care and prescribed out-of-hospital drug
coverage 1s given only for 1966-75 because such

data are not available for the years before 1966

Enrollments are those reported by the various
msurers In 1974, HTAA revised downward 1its
estimates for 1945-73 as a result of an mmproved
methodology that made possible better reporting
by the companies Major revisions occurred In
individual policy enrollments, where estimates

TABLE 4 —Gross enrollment under private health insurance plans, by type of eare and type of plan, 1950-75

[In thousands}
Gross enrollments
Tnd of year Blus Cross Blus Shield Insurance companies
Independent
Total i1 Individusl plans
roup ndividusa
Total Blue Cross Blue Shield Total poticies pollcles

Hospital care
81,601 7 845 37,435 219 39,601 22 305 17,296 4,445
113,976 48,924 47,718 1,205 58,507 38 620 19,887 8,545
140,055 47,464 55 938 1,526 76 597 | ! 54,416 22,181 5,994
160 485 63 662 61,651 2 012 £9,839 63,415 24,424 6,984
164,858 65,638 63,408 2 230 92,687 67,799 ' §,633
170,638 67,513 65 188 2,825 96,073 71,454 24 819 7,050
177,138 70,510 &7 958 2,552 28 351 74,073 25,278 7.277
84 73 211 70,620 2,601 103,895 77,973 25,922 7,702
190,758 75,464 72,942 2 522 107,163 L, 505 26,658 8,131
193, 76,349 74,383 1,966 108,414 80 641 27,773 8 545
197,195 78,605 76,322 2,283 110 537 81 526 29,011 8,053
200,710 81,345 79,186 2,148 111,170 83,626 27,544 8,195
205,846 83,845 81 399 2,448 114,192 83,345 28,807 8,600
212,154 85,762 83,179 2,583 117,300 87,185 30,115 9,092

Burgical care
55,950 17,253 1,151 16,102 24,937 21,219 13,718 3,760
B8 D00 37,395 3,194 34 201 54 676 38,703 14,972 5,930
127,001 48,208 8 773 44 493 71 480 55,404 16,025 7,338
148,236 »330 3,660 52,669 83,222 65,487 17,735 8 684
152,106 57,016 3,417 54,499 865 68 114 17,751 8,325
158,654 433 3,416 57,017 89,641 72,038 17,603 8,580
+540 63 279 3,464 b9 815 92 609 75,038 17,471 8,752
173,108 66,506 3 629 62,966 96,563 78,864 17 699 4,950
178,152 69,110 3 874 65,236 9,510 81,549 17,861 10,532
181,191 70,395 3,831 66,564 89,930 81,802 18,134 10,860
183,936 433 4,020 68,413 101,230 82,670 18 560 10,273
189,015 75,136 4,008 71,038 103,081 4,483 18,608 10,788
193,172 76 873 4,239 72,634 105,095 86,561 18,534 11,204
¢ 77,803 4,699 73,104 B 87,958 18,468 11,395

Prescribed drugs !
(out-of-hospltal}

69,632 10,800 ¢ [ 88,100 51,700 4,400 2,732
75,610 12,400 Q® [¢) 60,270 500 4,770 2,040
83,142 14,849 Q@ 2 64,523 69,379 5,144 3,770
04,178 8,563 ) 2 71,345 426 5,069 4,220
5,885 25,627 [ ] 75,437 70,306 5,041 4,821
112,202 20,821 2 ¥ 5, 040 72,108 4,832 b,441
7,082 82,695 2 (¥ 78,801 73,827 4,864 5 706
131,570 38,168 * 1 87,515 81,710 5,805 5,887
140,244 40,329 (e 2 102,767 ,532 7,235 6,148
156,602 46,122 1] J 04,033 06,718 7,315 8,437

Dental gars !
4,227 15 ] T 2,000 2,000 |acmmmmmmmmmmeaas 2,211
4,639 20 0] 2 2,399 2 89 2,220
5,030 36 ! 2 3,242 3,170 72 2,862
8,929 141 ( 1 5,230 4,159 71 3,558
12,977 273 E’ 2 7,454 Ts 71 5,250
16,347 1,100 2 2 8,912 8,841 71 6,335
18,750 1,110 (%) 2 10,272 10,200 2 7,868
¥ 1740 [Q] 2 12,178 12,007 81 8,090
82,806 3,790 (2; 2) 16, 16,756 86 12,284
34,815 3,320 e (O] 19,020 18,936 84 12,475

 Data not avellable before 1866 1 Data not available
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were cut nearly in half Minor revisions were
made 1 1975 with respect to enrollments in group
polictes during 1973 and 1974

Private health insurance experienced a very
rapid growth 1n the decade of the fifties when
unions pushed hard for paid coverage as a fringe
benefit for their members Total enrollments for
hospital msurance rose 40 percent from 1950 to
1935 and 23 percent from 1955 to 1960 The num-
ber of persons enrolled for surgical care coverage
rose even faster increases of T) percent were
recorded from 1950 to 1955 and 30 percent from
1055 to 1960 As a consequence, the gap 1in num-
hers between those who had surgical mmsurance
and those who had hospital insurance i 1950
was cut 1 half by 1960—to about 13 milhion
persons

This trend continued in the sixties, but the
rate of growth during the 5-year period from
1070 to 1975 slowed to 11 percent for hospital
msurance and 9 percent for surgical msurance
By the end of 1975, those who had hospital m-
surance onhce again substantially outnumbered
those with surgical insurance The growth was
mainly 1n Blue Cross plans and m hospital-
mdemnity policies sold to persons who had no
other insurance or to persons who felt they had
to supplement their protection under group In-
surance plans m order to meet the rapidly rising
eosts of health care

Except for the tremendous merease 1 coverage
for surgical care written by DBlue Shield plans
m the first half of the fifties, the number of
persons with insurance company policies rose
faster than the number with other kinds of in-
smance throughout the fiftres and the sixties
In the seventies, however, enroliments for both
hospital care and surgical care have been rising
more rapidly under Blue Cross-Blue Shield plans
than under any other type of plan Blue Cross-
Blue Shield enrollments for hospital msurance,
for example, rose 14 percent from 1870 to 1975,
compared with an 8-percent advance for msurance
company group busmness For surgical care, en-
rollments under these plans rose 13 percent,
compared with an 8-percent mncrease under nsur-
ance company group policies

Although msurance compames traditionally
have covered more persons for prescribed drugs
than has any other type of insurer, coverage has
been rismmg most rapidly under the Blue Cross-
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Blue Shield plans Insurance company group
coverage for drugs 1s now a little over twice the
coverage of the Blue Cross-Blue Shield plans,
compared with a ratio of nearly 5 to 1 i 1966

Dental coverage exhibits a similar pattern
The Blue Cross-Blue Shield plans had only 16,000
enrollees for dental coverage mn 1966, compared
with 2 million msured under group nsurance
policies By 1975, however, the gap had narrowed
to the pont that the companies had 19 million
group enrollees, compared with 33 million for
the Blue Cross-Blue Shield plans Coverage 1n
dental service corporations rose so greatly durmg
this period that by 1975 enrollment in independ-
ent plans--dominated by these corporations—
stood at 12 5 mllion, nearly six times the figure
for 1966

The net enrollments—the number of different
persons covered—for hospital care and surgieal
care as estimated by HIAA and household sur-
veys conducted by the National Center for Health
Statistics (NCHS) are given 1n table 5 for the
period 1962-75 In 1974, HIAA revised 1ts net
estimates for 1973 and earlier years as a result
of mmproved reporting techniques, particularly
in relation to the extent of duplicate coverage
Net figures for 1973 and 1974 were also revised
by HIAA 1n 1975 The net coverages as estimated
by the NCHS household surveys are generally
lower than HIAA net estimates for both hospital
care and surgical care The variance 1s accounted
for by differences 1n reporting In 1975, the
household survey estimates were based on a com-
bmed source—NCHS household surveys and
the Social Security Adminmistration’s Current
Medicare Survey

Changes in Benefit Structure

More 1mprovement has occurred in the scope
of private health insurance coverage than m the
quahty of coverage Private insurers have been
steadily broadening their benefit packages, par-
ticularly for non-hospital-associated services
(table 6) In 1962, only 35 percent of the popu-
latron had private mmsurance to cover the costs
of X-ray and laboratory examinations outside the
hospital, in 1975, about T4 percent of Americans
had coverage for these services Insurance benefits
for preseribed out-of-hospital drugs are now



Tasre 5 —Net enrollment for houspital and surgical eare, as estumated by HIAA and household surveys, 1962-75
[Numbers in thoussnds]

Hospital care Burglcal care
HIAA Household surveys HIAA Household surveys
End of year
Percent of Percent of Percent of Percent of
Number civilian Nuymber eivihan Number ejvilian Number eivilian

DPopulation population population population
129,407 a9 R 126,800 700 119,766 84 8 120,528 850
133,472 710 126,047 a7 0 124,105 660 __ . . . .
136 304 714 [, e me - 127,002 66t - .. - - en oam o e
138,671 [N R 130 530 7o S R
142,369 732 - . - - 133,005 680 __ .. _ - e m -
146,408 74 4 145 404 739 138,898 706 142,082 722
151 947 76 4 150 838 758 143,625 722 148,082 745
155 025 72 - . - 147 774 736 ... - - .
158,847 78 2 154,083 759 151,440 7486 150 001 FER']
161 848 788 O I, 153,003 7451 . - - = =
164 098 792 155 253 79 154 687 74 6 152,651 736
168 455 80 6 I D 162 644 8] . . - . aae -
173,140 82 2 163 396 77 6 166,432 790 159,518 757
177,080 83 8 168 448 1793 168,895 Fi N 164,884 77y

! Baged on combined source of household interview surveys conducted by NCHS and the Social Socurity Administration Current Medicare Survey

available to 7 out of every 10 Americans, 1n 1962,
only about 1 m 4 persons had any coverage for
drugs Coverage for dental care services has
shown the greatest gains, although the proportion
of the population with this economic protection re-
mams low-~only 16 percent in 1975 but up from
only one-half of 1 percent i 1962

Major-Medical Coverage

*

The total number of persons covered under
supplementary major-medical and comprehensive
extended-benefit plans of insurance companies and
Blue Cross-Blue Shield contracts for the period
1960-75 1s shown in table 7 Net coverage—the
number of different persons with some type of
major-medical coverage—as estimated by HIAA
15 also given Supplementary major-medical plans
are designed mainly to provide benefits for pro-
longed 1llnesses, comprehensive extended-benefit
plans 1nclude basic coverage and extend into
catastrophic-benefit areas

A considerable amount of major-medical cov-
erage was written by the health mmsurance mdus-
try mn the sixties Blue Cross-Blue Shield plans
experienced a tremendous increase mn coverage
for this type of benefit Enrollments quadrupled
from 1960 to 1965 and rose an additional 50 per-
cent by 1970 Though the gains by the mmsurance
companies were not as dramatic, the carriers be-
gan the period with eight times as many enrollees
as did the Blue Cross-Blue Shield plans From

10

1970 to 1975, major-medical enrollments in the
Blue Cross-Blue Shield plans rose nearly 70 per-
eent, narrowing the gap considerably By 1975 the
companies had a little more than 70 percent of the
coverage and the Blue Cross-Blue Shield plans
nearly 30 percent

With multiple and duplicate coverage urler
major-medical plans netted out, HIIAA estimates
that 92 million different individuals, or about
43 percent of the civilian population, had 1n-
surance protection against major-medical expenses
1 1975 Ten years earlier, an estimated 27 percent
of the population had this kind of protection In
1975, about 75 percent of the persons who had
major-medical msurance under group Insurance
policies were protected agamst expenses of
$100,000 or more, 1n 1970 only about 1 percent
had protection to this extent Major-medical cov-
erage 15 characterized, however, by cost-sharing—
that 1s, patients must pay deductibles that range
from $50 to $150 and make comsurance payments
ranging from 20 percent to 30 percent of expenses

Enrollment in Group-Practice Prepayment Plans

The growth in mdependent group-practice
plans from 1961 to 1975 18 shown in table 8
The greatest gamns were made 1n the 4-year period
1968-72 During these years, group-practice plans
far surpassed 1 growth independent plans orga-
nized on an individual-practice basis By 1972,
total enrollments for hospital care and most phy-
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TasLE § —Fstimates of net number of different persons under private health insurance plans and percent of population covered,
by speafied type of care, 1962-75

Physicians' services
Prescribed | p
rivate- Visiting Nursing
End of year H%s&m X-ray and Office and D:&“ (g{l‘;f[ duty nurse holne
Surgical | In hospital | laboratory home hospital) nursing service care
services visits examina- Dlia
tions visits
Number (In

thousandas)
1962 .. . - - 129,800 120,528 (‘g 85 671 Fg 1006 47 907 46,143 43,203 4,075
wes__. . L. (1} ¥) (1 78 500 1 8,100 53 200 56 60,100 9,800
966 . .. .. . | G ) 000 gg 4,227 85,544 68,722 79,004 17,814
1967 . . - 145 454 142 (82 &) 92,480 4 670 71,201 76 080 81,771 18,754
1668 . .. . - (1; 13 128,174 97,703 ?; 5,821 79 280 83 485 90,523 19 M6
1969 _ - . [ 1 133,914 125 002 1 8 510 89,805 81,211 100 343 044
1570 . - 154 263 150 001 145,589 142 441 101,970 12,210 100,966 100,235 108 B82 32 392
971 . - . 1 1 148 514 145,207 Q 15 348 106,985 104,730 110,215 38,638
1972... - - 155,253 152,651 149 734 < 149,444 F 17,504 111,374 108 959 115,904 45,460
1973 _ - (O] 153,461 152 797 1 22,008 124,971 118,805 122 888 89 152
1074 .. - - - 163,396 159 518 157,285 152 206 126,235 32,896 142,24 40,353 135,751 89,601
1976 .. . - . 168,448 164,986 160,750 156,717 127,735 34,477 149,278 145,927 141,561 70,146

Percent of civiljan

population
1 700 65 0 ¢ 350 ) 05 260 250 230 20
?) Mm 41 2 ] 16 27 6 290 312 51
1y m 48 0 1y 22 a3 7 35 0 406 932
739 722 ) 47 0 (’; 24 36 2 38 7 4 6 22
M) 1) 645 49 2 @ 29 39 42 0 45 5 98
(1) Q] 66 6 62 2 (U] 42 44 7 45 4 409 140
759 739 ne 70 2 50 2 60 49 7 49 4 52 6 16 0
® O] 723 m7 g 75 521 51 0 53 8 188
749 736 722 721 1 86 837 52 & 85 0 219
o] (O] 734 731 ) 105 59 8 56 9 68 7 al
77 6 57 ™7 723 59 § 15 6 B7 5§ 66 8 845 8340
03 w7 %7 73 8 801 162 70 3 68 7 65 7 ao

I Data not avallable

sic1ans’ services were almost evenly divided be-
tween the two types of orgamzations Enrollment
growth for coverage of drugs and dental care,
however, did not match the spectacular gams
made by the mdividual-practice plans m this
period !

Sinee 1972, annual gains for most types of care
In group-practice settings have been steady but

i More research findings on this subject, as well ag on
the benefit structure and financial experience of inde-
pendent group and Individual plans, will be published in
the near future by the Office of Research and Statistics

B

slow Group-practice dental care has shown actual
losses 1n enrollment, however, because of a grad-
nal decrease 1n the number of dental enrollees 1n
employer-employee-union group-practice plans

FINANCIAL EXPERIENCE

Data are presented here on the business (pre-
mium and subscription income) of the three prn-
cipal types of insurers—the commercial carriers,
Blue Cross-Blue Shield plans, and the independ-
ent prepayment and self-insured plans DBenefit

TapLE 7 —Number of persons covered under supplementary major-medical and comprehensive policies of insurance companies
and under supplementary major-medical and comprehensive extended-benefit contracts of Blue Cross-Blue Shield plans, 1960-75

[In thousandas]
Grosy coverage
Insuranee companies Blue Cross-Blue Shield ¢ Net
cOveraga,
End of yasr as astimated
Total Group by HIAA
Bupple- Compre
Total Supple- Compre- Individusl Total mentary hensive
mentary hensive
1g60 ., . . [, 31714 28,061 17,99 B 463 1,807 3,713 3,020 693 25,871
1065 . .. ... - - .. 74 468 59,868 42,4 12 962 4,456 #14,600 Y] " 43,020
W0 - - .. . - .. 112 281 87,376 41,718 20,244 & 414 24,805 21,658 3 247 77,061
W76, oo & 4 o oean o o 146,091 104,033 67,310 29,408 7,315 058 39,172 42 886 92,168

1 Before 1965, dats shown &re for Biue Cross plans only beginning 1965,
data are jointly developed by Blue Cross Association and National Associa-
tion of Blue 8hield Plans on unduplicated number of persons covered

1 Dats for Blue Cross plans plus an estimated 1,600,000 in Blue Shield
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plans not affiliated with Blue Cross
3 Data not available
< May be slgnificantly underestimated becauise completo data not reported

in 1970



TasLe B—Pnvate health insurance enrollment under 1n-
dependent group-practice prepayment plans, by specfied
type of care, 1961-75

[n thousands)
Physiclans’ services
Hospital Dental
Year Office, Drugs
088 | surgfeal | In hospd | clinic, or | €8T
services | tal visits | health
center
1%1 . .. .] 2,58 3,484 3,643 3 843 308 518
1964, __ __ 2 695 3,504 3,176 3,64 438 839
1966 - ooeee 2,771 3,763 3,430 4 158 8 M
1967.cue - 3,080 4,130 3 760 4,480 o
1968 .. 3,043 4,051 3,730 4,404 518 1,382
1869 . . 3,730 4 750 4 210 5,050 1,72
W0 . . 4,131 6,032 4,532 & 432 910 2,121
97 . . 4,415 5,230 4 880 5,630 96 2,321
e | 3 084 5,080 4,503 65,476 798 11,877
1993, - . 4,19 6,270 4,729 5,670 791 21,948
1974 . . 4,297 5,362 4,863 5 744 b | 12,042
b S 4,461 5,45 5,010 5,842 726 12,094

1 Data not avallable
t Excludes those enrclled under plans that sell drugs to members at re
duced rate

expense (claims) and operating expense are meas-
ured against premium ncome to show the net
underwriting gain or loss and other operating
results—the proportion of premiums returned as
benefit payments to the insured and the propor-
tion retained for operating expense, additions to
reserves, and profits

Data on imvestment i1ncome available for the
Blue Cross-Blue Shield plans and independent
plans provide an mmsight into the net mecome of
these insurers Unfortunately, separate figures
on nvestment income for the medical-expense
and health msurance business of the commercial
carriers are not available Thus, 1t 18 not possible
to show the overall operating results (net income)
of the companies or of the private health insur-
ance industry as a whole

Trends 1n the distribution and growth of pre-
mium 1ncome and benefit expenditures by type
of insurer and by specified type of care are also
reported here Changes 1n operating-expense
ratios 1n the past few years are noted as well

In 1975, private health msurers collected $33 6
bilhon in premmums and subscriber fees from
their enrollees, $28 9 billion, or 86 percent of this
mcome, was returned in the form of claims and
benefits (table 9) Operating expenses amounted
to $4 4 billion, or 13 percent of premium 1ncome
As a result, the plans experienced an overall gain
in underwriting of nearly 1 percent of premrum
income, or $302 2 million Net income for all in-
surers (the difference between total imcome and
total expenditures) could not be determined be-
cause mvestment income for the commercial car-
riers on therr health and medical-expense busimess
could not be obtained

Insurance compames showed the best under-
writing results of all insurers in 1975, partly
because they were able to raise premiums to a
level where rising benefits {claims) did not over-
take them On the other hand, the subseription
imncome of Blue Cross-Blue Shield plans lagged
substantially behind rising benefit expenditures
and their underwriting results deteriorated from
the preceding year In terms of volume of busi-
ness, the companies’ premium income of $167
bilhon was $2 3 billion greater than that of the
Blue Cross-Blue Shield plans and seven times the
mcome of independent prepayment and self-
msured plans

Blue Cross-Blue Shield plans had & benefit
ratio of 98 percent of subscription income, but

Tasrr 9 —Finaneial experience of private health insurance orgamzations, 1975

[Amounts in millions]

Sub Clalms expense Operating expense Net underwriting gain Net income
Total seription
Type of plan income reim Percent of Percent of Percent of Percent of
plncome Amount | premium | Amount | premium | Amount | premium | Amount total
income income fncome Income

Total o ce ameee = = . o $33,508 9 $28,906 3 8 0 $4 850 4 131 $302 2 09 ) O]
Blue Cross Blue Bhield... . $14 684 7 14 446 4 14,192 ¢ 82 1,063 0 74 —808 & -56 -~$570 3 -39
Blue Cross. . .. .. ... .| 10,2250 10,060 & 100759 100 2 557 1 538 -572 5 -5 7 —408 0 -4 0
Blue Shield . .. . 4,458 7 4385 8 4,116 1 939 505 9 11 & —236 2 -5 4 —162 3 —36

Ingurance gompanies q) 16,726 0 12 530 0 740 3,H59 18 8 1,050 1 63 (l; ¢

Qroup pollcies .. 3] 13,656 0 10 973 0 80 4 1,730 6 27 952 4 70 1 1

Indlvidusal polietes.. .. . 1) 3,070 0 15570 507 1,415 3 46 1 97 7 32 1) @
Independent plans. . _. .. 2,468 2 2,426 5 2,184 3 90 0 181 5 748 60 7 25 102 4 41
Community. . .- .. - ... 986 2 876 1 116 6 939 64 3 68 -4 8 - 5 53 5§
Employer-employee-uhiot .. 1,032 2 1,008 1 818 7 87 2 67 2 67 622 62 86 3 B4
Private group clinic . __ __ 36 5 34 3 2710 |7 74 216 -1 -3 21 68
Dental service eorporation... 413 3 408 0 362 0 88 7 428 104 34 8 87 21

1 Data not available
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the msurance companies returned only 75 cents
on each premmum dollar The independent plans
had a benefit ratio of 90 percent, not as favorable
as under the Blue Cross-Blue Shield plans but
substantially better than the experience of the
companies Group plans written by the commer-
cial carriers had a claims ratio of 80 percent,
compared with a 51-percent ratio for individual
business Separate financial data are not avail-
able for the nongroup business of the Blue Cross-
Blue Shield and mdependent plans

The relatively low claums ratios of the insur-
ance companles must be discounted to some extent,
however, to take 1nto account their umque posi-
tion Four major factors must be considered

First, the overall operating expense of the
companies 18 greatly affected by the impact of
iwdividaal business—insurance policies sold to
persons who are not eligible for group 1nsurance
or sold as supplemental coverages to persons who
already have a group policy The companies incur
heavy acquisition costs and selling expenses on
mndividual policies Although individual business
accounted for less than one-fifth of all carrier
business, the operating expense of this segment
of the business—$14 billion (46 percent of pre-
mium 1ncome }—represented almost half the total
operating expenses for all carriers As a result, 1t
brought the overall operatimg-expense ratio of the
companies to 19 percent of premium income
Group business, which accounts for about four-
fifths of total company busmess, had an oper-
ating-expense ratio of 13 percent

Second, mmsurance companies usually sell a
combined package of benefits including hospital,
medical, and major-medical benefits, unlike the
hospital coverage plans sold by some insurers
or the surgical-medical coverage plans sold by
others The operating-expense ratio for surgical-
medical coverage 1s substantially higher than
that for hospital coverage mainly because the
former has a lower premium, a larger number of
claims per enrollee, a smaller amount per claim,
and a higher degree of admimistrative complexity
This factor 1s also evident in the difference be-
tween the operating-expense ratios of Blue Cross
and Blue Shield plans—b5 5 percent and 115 per-
cent, respectively Major-medical mmsurance, of
course, 15 the most costly type of coverage to
admnister

Third, the msurance companies have higher
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operating expenses They must pay Federal m-
come taxes, State premium taxes, license charges,
and fees not required of the other insurers

Fmally, the compames operate for profit Blue
Cross and Blue Shrelds plans and almost all the
independent plans are nonprofit plans

In 1975 the companies were successful in rais-
mg their premiums sufficiently to ehiminate the
previous year’s lag and, as a result, they enjoyed
a substantial underwriting gamm—a little more
than $1 billion, or 63 percent of premium In-
come On the other hand, subscription mcome of
the Blue Cross-Blue Shield plans lagged behind
rapidly rising benefit payments and, as a result,
they mcurred a net underwriting loss of 56 per-
cent of premiam income Independent plans had
a net underw riting gain of 2 5 percent of subserip-
tion mcome

Source of Net Underwriting Gain

Subscription meome for all private insurers
rose 188 percent, and claims went up 174 per-
cent m 1975 Operating expenses rose only 103
percent The result was & shift from a net under-
wrniting Joss of 11 percent of premium mcome
m 1974 to a gamn of 09 percent m 1975 The
mmprovement was not uniform throughout the
mdustry, however It came mainly from the gams
experienced by commercial carrier group business
Total company busmess shifted from a net loss
of 1.1 percent of premium mcome m 1974 to a
net gam of 63 percent in 1975, but group busi-
ness—which had a net underwriting loss of 3 6 per-
cent 1n 1974—enjoyed a net gain of 70 percent
m 1975 The net gain for individual business was
reduced from 67 percent of premium income to
32 percent imn the l-year period Independent
plans also 1mproved their financial picture Their
net underwriting gain, which was 12 percent
1974, advanced to 25 percent mn 1975

The financial situation of the Blue Cross-Blue
Shield plans was distinctly different Their net
underwriting loss, which was 15 percent of sub-
seription meome 1n 1974, deepened to a record 5 6
percent 1n 1975 The deficit was cansed mainly by
the failure of subscription income to keep pace
with benefit expenses While premmm 1ncome rose
16 8 percent 1n 1975, claims rose 21 9 percent In
fact, the benefit expense of the Blue Cross plans



was more than $15 million higher than their sub-
seription income Operating expenses for the Blue
Cross and Blue Shield plans mecreased 167 per-
cent over the previous year, but this increase was
not mconsistent with the higher volume of claims
to be processed The ratio of operating expense
to premium ncome remamed stabilized at about
7 0 percent—5 5 percent for Blue Cross plans and
115 percent for Blue Shield plans Operating
expenses and benefit expenses, combined, created
a net underwriting loss of more than $572 million
for Blue Cross plans and $236 million for Blue
Shield plans m 1975

The Blue Cross plans were especially hard it
because hospital costs rose more rapidly than any
other type of health care cost, and Blue Cross
payments accounted for more than half of all hos-
pital benefit payments in the industry Moreover,
91 percent of benefits under Blue Cross plans
were for hospital care, compared with only 60
percent of nsurance company benefit payments
Finally, Blue Cross hospital coverage was gen-
erally more comprehensive than that offered by
the companies To 1llustrate, the commercial car-
riers—which enrolled almost 40 percent more per-
sons for hospital care than did Blue Cross-Blue
Shield plans—paid out only 42 percent of all
hospital claims under private insurance

Distribution of Business Among Insurers

Insurance companies contimued to lead all other
health msurers 1 the volume of business (pre-
miums earned) m 1975 Of the industry total of
$33 6 billion 1n premium and subscription income,
the commercial carriers received 50 percent, com-

pared with 43 percent for Blue Cross and Blue
Shield plans These proportions mndicate a shght
upward trend for the compames from a year
earlier, when they received 49 percent of premium
income, and a slight decline for the Blue Cross-
Blue Shield plans, which had 44 percent of total
business m 1974 The independents’ share of pre-
mium Income was the same 1n both years—T7
percent

While the commercial carriers were slowly -
creasing their share of the industry’s premium
income, their share of benefit payments was de-
climng Over the years, Blue Cross and Blue
Shield plans have led in benefit payments, and
the gap widened significantly in 1975 The share
for Blue Cross-Blue Shield plans increased from
47 percent 1 1974 to 49 percent m 1975, but the
carriers’ share dimimshed from 45 percent to 43
percent For the independent plans, the share was
not affected by the shift It remained at 8 percent
of total benefit payments

Benefit Expenditures and Types of Care

More than 60 percent of the $289 bilhon in
benefits paid by private health msurance m 1975
went for hospital care Half that amount was
paid to physicians, leaving only a little more than
8 cents out of every benefit dollar for dental care,
prescribed drugs, nursing services, nursing-home
care, vision care, and other types of care (table
10) The distmbution of benefits followed the
pattern of the previous 2 years, except for a stead-
1ly growing share for dental care, which now
represents almost 4 percent of health care benefit
dollars Dental benefits, which amounted to $526

TasLE 10 —Benefit expenditures of private health insurance orgamzations, by speafied type of eare, 1975

[In miMons]
Prescribed
Physi Private- | Visiting- | Nursing Other
Type of plan Total H%”al;gal clans’ Dcaar;EBI (g;ﬁsf_ duty nurse home Vcig{_:n types of

services hospital) nursing servica care cars
Total . .. . oo . . $28 906 3 | $17,743 4 $8,801 9 $1,074 0 $669 3 $160 7 $12 7 $74 4 $251 $344 9
Blue Cross Blue Shield . .. .- 14 192 ¢ 9 506 3 3,835 2 1310 252 1 21 2 97 324 34 300 8
Blue Cross ... .. - - .. 10075 9 9 310 2 381 9 69 9 147 4 17 a0 312 17 1z 2
Blue Shield. .. .. oo . . 4116 1 196 1 3,523 8 71 104 7 38 K 12 17 183 6
Insurance companies .._.. .. 12 530 0 7,509 3083 4 525 Q 3270 137 Q)] 3810 1 12 0
Group policies ... .. - .- 10,873 0 6373 8 3664 1 5250 322 9 125 4 El) 20 ¢ 1 10 4
Individual policles ... - 1,557 0 113686 389 3 31 93 1) 171 ! 18
Independent plans ... _. .. 184 3 727 2 883 3 418 0 90 2 48 30 40 Pl 320
Community... .. _. - 916 6 280 7 862 7 26 4 256 16 3 16 100 85
Employer-amployee union 878 7 437 8 308 5 27 2 638 31 27 18 10 6 23 2
Private group clinfe. . __. 270 87 121 24 11 ) N PR 12 11 3
Dental service corporation . 20| - cenem | mmmmameaae W20 .- - PR [ ORISR IR IR

1 Included In “other types of care ™
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million m 1973, increased 47 percent i 1974 to
$772 million and rose 39 percent 1n 1975 to bring
the total to more than $1 billion The biggest
galns were reported by the msurance companies
Group msurance benefits for dental care mereased
58 percent 1n 19753, following a 27-percent gam
for the preceding year.

Blue Cross-Blue Shield plans allocated 95 per-
cent of their benefits for hospital care and phy-
sicians’ services These two types of care accounted
for 92 percent of msurance company claims and
74 percent of mmdependent plan benefits The sub-
stantially smaller share recorded by independent
plans for these kinds of care results from the fact
that 19 percent of their benefits went to provide
dental care, mainly through the dental service
corporations Independent plans have also been
spending relatively more of their benefit dollars
for prescribed-drug benefits than have the Blue
Cross-Blue Shield plans or the companies, par-
ticularly 1n employer-union negotiated plans In-
dependent plans account for 86 percent of all
benefits paid by insurers for vision care

A trend away from expensive hospital care by
independent plans 13 evident Discounting bene-

fits provided for dental care and vision care,
hospital care expenditures accounted for only 42
percent of independent plan benefits, compared
with allocations of 63 percent by the insurance
companies and 68 percent by Blue Cross-Blue
Shield plans

Although new business accounted for a sub-
stantial part of the overall increases n benefits
for dental care and prescribed drugs, price rises
were & major factor 1n increased benefit expense
for hospital care and physicians’ services Some
part of the rise 1n the latter benefits can also be
attributed to newly written major-medrcal busi-
ness or new extended-benefit provisions applicable
to these services

TRENDS

Total Premium Income and Benefits

Changes 1n the premmm income and benefit
expenditures of private health insurers from 1950
to 1975 are shown i table 11 The accompanying
chart illustrates the behavior of premiums and
benefits from 1966 to 1970

TasLE 11 —Subseription or premium ncome and benefit expenditures of private health mnsurance orgamzations, 1950-75

[In millions]
Blue Cross Blue 8hield Insurance companies
Year Total Independent
Total Blue Cross Blue 8hield Tatal Group polieles | Individual plans
a ue o pp policles
Incoms
1950 .. - - $1,201 5 740 $436 7 $137 3 $605 0 $333 0 $272 0 $112 5
1955 - - - 3,140 6 12924 910 7 3817 1626 9 1,022 5 604 4 230 3
1960 . e - - 5,841 0 24820 17730 709 1 3,027 0 2104 923 0 3319
1965 - e oa 10001 3 4 169 0 29037 1,175 3 5224 0 3 665 0 155¢ 0 6808 3
1566 - - - 10,564 1 43278 3,085 9 1241 9 5 585 0 30870 1608 0 641 3
1967 _ .. - - 11 105 3 4,855 8 32300 1,325 3 6 BB O 42700 1,588 0 642 0
1068 . . - . . 12 808 7 5187 1 3 665 0 1,522 1 6 933 0 5,158 0 1774 0 T8 6
968 . - . - . 14,857 7 6,135 & 4,365 2 1790 4 7,569 0 6 685 0 1,884 0 933 1
1970 _ . . 17 184 8 7,370 9 5 147 1 2,223 8 8,746 0 677140 19720 1067 §
W ., - . 19 659 1 8 790 2 6 230 6 2 550 8 9 601 0 7,231 0 23700 1267 9
1972 .. .. - 22 684 9 9,923 3 7,066 9 2 856 4 11,342 0 8614 0 2,728 0 1,419 6
1973 . - e - - 25196 0 11 069 1 7,862 1 3,197 0 12 386 9393 0 2,843 0 1759
014, . . L. 28 282 3 12 367 0 8647 6 3,719 4 13 867 0 10,890 ¢ 32170 208 3
Wi .. . R 33,508 9 14,446 4 10,060 5 4 885 16,726 0 13 656 0 3,070 0 2,426 &
Benefit expenditures
1050. PR, $901 @ $490 6 $382 0 $107 7 $400 0 $257 0 3143 0 $101 3
1955 . e ee 2,535 7 1146 7 832 2 314 5 1,179 ¢ 88 0 32149 210 0
1960 . e e e - 4 996 3 22871 1646 2 440 9 2 389 ¢ 1,901 0 488 0 320 2
166o ——- - J— 8,728 9 8,812 9 2,853 ¢ 10595 4,265 0 34130 852 0 551 0
1966 _ - - - - 9141 8 309754 2882 2 1,083 2 4 685 § 3,711 0 874 0 581 4
1967 . L - - - 9 544 B 4,082 8 2963 1 1,11 7 4 837 0 3,998 0 239 0 825 0
0968 .. ... . - 11,343 8 4,840 6 3,529 2 1,311 4 5,791 0 4 841 ¢ 250 0 7120
1969 .. .. . . 13,068 5 58031 4,271 4 16317 6,306 0 5319 0 957 0 859 4
1970 - - - 15,743 5 7 060 2 5009 3 2,050 9 7 656 0 4,510 0 1,146 0 1097 4
Wi .o . . 17,713 1 8,178 7 5,906 9 2271 8 8,341 0 70670 1,274 0 | 1,183 4
1972 | . - 19,429 2 8 990 # 6,501 3 2 489 6 9,120 ¢ 7,754 0 1,366 ¢ 1,318 3
1973 _ .. 21,199 ¢ 10 004 2 7,187 3 2,816 9 $,647 7 8,185 § 1,462 4 15471
1974 .. . . . ... 24621 2 11 639 5 83111 3,328 4 11 109 3 9,592 2 1,617 1 1,872 4
19750 & el an L aeaes 28,906 3 14,192 0 10,075 ¢ 4,116 1 12,630 0 10 973 0 1,557 0 2,184 3
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Percentage fncreases in private health insurance premiums and benefits, 1966-T5

Percent

20——
15—
10——
5_
| ! | | ] | L { | J
1966 1967 1968 1969 1970 1971 1572 1873 1974 1975
Fiscal year

During the late sixties, premum income, In
normal cycheal fashion, was begimning to adjust
to rising benefit expenditures Despite a 17-per-
cent 1ncrease 1 1970, however, premium income
fell behind benefit expenditures, which rose 21
percent During the period of price controls,
premium mcome recovered 1ts normal rate of in-
crease 1 relation to price increases for health
care Once controls were lifted mm 1974, however,
both benefit expenditures and premiums rose
rapidly Benefits increased faster than premmums
m 1974—16 percent and 12 percent, respectively—
but by 1975 the lag was overcome and premiums
rose 19 percent, compared with a 17-percent rise
m claims

The group business of 1nsurance companies mn-
creased by 29 percent 1n 1975 This dramatic rise
overcame the preceding year’s premium lag and
reflected substantial sales of major-medical and
comprehensive policies Clamms mereased at only
half that rate—14 percent This pattern was al-
most a complete reversal of that for the previous
year, when benefits rose almost half agam as
fast as mncome

The subscription mncome of independent plans

16

rose 19 percent in 1975, almost two percentage
pomnts faster than claims In 1974 the rate of
merease 1n claims outstripped the rise 1n 1ncome
by four percentage pomts

The subscription mmcome of Blue Cross and
Blue Shield plans, on the other hand, rose by
only three-fourths the rate of increase for benefit
payments m 1975 This pattern was the same as
that for the previous year, when benefits rose at
a rate of 16 percent and mmcome at 12 percent

The financial experience of Blue Cross and
Blue Shield plans 1s shown in table 12 The data,
derived from reports of the 70 Blue Cross and 70
Blue Shield plans, exclude data for the msurance
companies owned by the national organizations
The data relate to the financial experience of the
various plans and are not adjusted to allow for
the fact that 1dentical data are reported to both
Blue Cross and Blue Shield associations by 17
jomt plans

In 1975 the Blue Cross plans suffered substan-
tial underwriting losses Their subscription in-
come faitled to keep pace with the higher benefit
payments produced by inflation The plans used
up 99 percent of subscription income for benefit
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TasLe 12 —Financaal experience of Blue Cross-Blue Shield plans, 1050-75

[Amounts in thowsands]

As pereent of subscription Income Wet &
Earned Total &4 Income
Claims Operating Total net B8 percont
Year Reserves subscription earned
income income expense expense income Claims Operating |Underwriting ﬁog"l;'l‘:l
expenso $xpense gain
Blue Cross ¢
1950 .. .. $116,531 $433,770 $436,984 $383,331 838,281 $17,371 88 4 94 33 40
1955 . . »407 916,690 925 197 836 546 58,368 80,283 g1 3 64 24 33
1960 .. .. 363,253 1,783,172 1,802 789 1,654 951 90,821 57,017 92 8 51 21 a3z
18657 | .. 561 906 3 031 470 3 074,551 2 RR7,187 134,559 52 805 95 2 45 3 17
19668 ... 649 633 3 121,111 3,168 187 2,012 733 154 132 101 322 93 3 40 17 32
167 | . 797 575 3 279,022 3 327,877 2,996,779 177 632 153 266 91 8 54 a9 46
1968 | _ 801 389 3 711,798 3 776,487 3 571,797 211,698 —7,008 06 2 57 ~-19 -2
1969 - 711,274 4,419 4 489, 4 322 341 250,227 —89 302 97 8 58 ~38 —20
wwo.. . . 651 655 5 385 830 5,467 512 5 220 662 302 463 —55,613 - 96 9 56 —25 =10
1971_. .. 747 230 6 390 127 6 477,815 6 053,537 338 910 85 168 9“7 53 m 13
972, .. . 1 053,428 7,280 243 7 386 914 6 681 619 385,029 320,206 018 53 28 43
1973 .0 . 1,464,418 8,001 784 8 245 680 7 374 871 436,210 437,600 011 54 345 53
1974 .. . 1 608 507 8,736,512 8 032 360 8,283 505,798 143,059 94 8 58 -6 16
1975 . . 1,240,401 11 369,748 11,564,522 11,304,860 705,531 —455,06% 94 62 =586 —39
Blue Shield
1950 .. $34 954 $140,817 141,504 $111,039% $18 853 $11,002 78 132 79 84
1955 . 164,705 399 781 404,29 331,068 43 810 29,616 82 8 10 8 63 73
1860 . .. 228 634 741 164 761,529 670,776 768,245 4,508 20 5 03 - 8 19
1965 4 347,266 1,318,915 1,338,907 1,190 486 115,940 32 481 o 3 88 9 24
1966 __ 398 374 1 390, 8 1 413,185 1,226,383 129,864 56,938 88 2 93 25 40
1967 .. - 609,094 1,489 640 1,519 309 1 261,600 148,750 108 909 B4 7 10 3 53 72
1968 .. - 578 390 1,709,548 1,747 B67 1,481 070 180,154 86 643 86 6 10 5 28 50
1069 556 079 2 007 979 2,004,671 1,834 495 222 514 - 2,438 g1 4 11 -25 -1
1970 .. 441,066 2 320 877 2 369 2 165,572 254,726 —F50(,698 933 110 -4 3 =21
1971, _. 528,202 2,814 696 2 #68,368 2 530,826 295,282 42 260 899 105 - 4 15
1972 __. 691,445 3 282,927 3,342 589 2,864 633 346,861 131 095 873 106 22 ao
1973 .. . 791 147 3 761,845 3,841,613 3,339 650 06, 965 104,998 83 8 10 8 7 27
10744 802,957 5 197,629 5 285,008 4 827 006 ,835 —05,543 [ R] 101 -2 0 -12
19754 766,133 7.554,311 7,687,514 7,801,630 678,460 —202,576 ] 90 -5 8 -3 8
and Medieal Indemnity 5 Less than—0.05 percent

1 Trgte i afl yoars exclnde Health Services, Ine
of America a.n(f are not adjusted for duplieation between Blue Cross and
Blus 8hleld

1 Includes Puerto Ricn

payments and meurred operating expenses equal
to 6 percent of subseription income, for a net
underwriting loss of $641 milhon Even though
mvestment mmecome reduced this loss to $455 mul-
lion, reserves of the plans were reduced to a level
where they could meet an average of only 124
months of claims and operating expense (3
months of these costs i reserve 1s the recom-
mended mimimum)

Blue Shield plans also experienced a substantial
operating loss—6 0 percent of subscription in-
come A benefit ratio of 97 percent plus an oper-
ating-expense ratio of 90 percent resulted 1n a
net underwriting loss of $426 million Investment
imncome reduced this loss to $293 rmulhon, which
in turn brought reserves down to $766 million,
or an average of 115 months of claims and
operating expense

The 17 joint plans now 1n operation include
five mergers of Blue Cross and Blue Shield plans
that took place 1n 1975—Portland, Maine, Chi-
cago, Atlanta, Detroit, and Omaha The Blue
Cross and Blue Shield plans mm New York City
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4Includes Puerto Rico but excludes Jamaica
f Data for 1974 not directly comparable with earlier
porate merger of New York City Blue Cross and Blue

ears because of vor
hield

merged 1n 1974 Because these recent mergers
have affected the comparability of totals for all
plang, no attempt 15 made here to analyze recent
trends 1n the financial experience of the plans

Table 13 shows the distribution of benefit ex-
penditures by all private msurers for hospital
care, physicians’ services, prescribed drugs, den-
tal care, and other types of care during calendar
years 1972-75 Since 1972, the share of the benefit
dollar gomng for nonhospital, nonphysician care
has mcreased slowly—from 6 percent to 8 percent
The share for dental benefits has shown the most
rapid 1nerease, but even 1 1975 less than 4 cents
out of every benefit dollar went for dental care

Price rises have served to keep the benefit
shares of hospital care and physicians’ services
at their previously high levels even though health
msurance plans have broadened and deepened
their coverages to provide better protection
against the costs of health care services Increases
m benefit expenditures for dental care reflect
greatly expanded coverage and more comprehen-
sive benefits as well as price 1ncreases

7



TasLE 13 —Benefit expenditures of all private health 1nsur-
ance orgamzations, by specified type of care, 1950-75

Pre-
Hospital Physt- | scribed Dental Other
Year Total clang drugs types
| cure | gervices | (outof- | ¢ 1 ofcare
hospital)
Ameunt (In millions)
$680 $312 1; o)
1679 857 1 ) o)
3,304 1,503 1 $00
5,790 2 680 {1 259
5,993 2,831 ? 318
6,134 2 964 1 447
7,329 3,477 El L 538
8 356 4,029 1 1) 684
10,008 4,908 10 $240 218
11,279 5,430 402 304 208
12,167 4,067 433 391 376
13,062 8,845 506 526 460
14,004 7,676 561 72 708
17,743 8,802 669 1,074 618
Percentage distribution
68 6 315 ¢ ; )
66 2 43 8 ' ®
6 1 319 ) 20
8 3 07 ¥ g a0
65 5 310 Q) 1 a5
63 o ‘; 1) 47
64 6 307 1 1) 47
639 8 U] 1 63
63 6 312 29 15 18
63 7 30 7 23 17 17
[ a1 2 22 20 20
61 6 313 24 28 22
60 5 al 2 23 31 29
6l 4 30 4 23 37 22

i Data not available
1 Included in " physiclans’ services ™
Operating Expense

As the followmng tabulation shows operating
expense as a proportion of premmum income

Operating expense as percent of premium income
Type of plan
1970 1971 1972 1973 1674 1975
Total... corecennn 140 13 § 14 2 140 141 131
Blue Cross-Blue
Bhield, total ... 72 69 6 70 74
Blne Cross.. .o cceeeen 56 52 52 52 54 55
Blue Shield.... .. ... 110 10 113 115 118 115
Insurgnee com-
pandes, total. ....| 204 21 2 215 a2 210 1588
Group policies. ... -. 12 8 127 13 4 13 0 130 7
Individual policjes. ... 46 6 471 470 470 47 0 4% 1
Independent plans,
total. .. —oooo__. 77 75 7o 7o 74 75
Community.... ... 72 67 g9 88 71 66
Employer-employee-
U0, ce caees 77 78 a0 57 59 57

! Data are adjusted for duplication.

dropped slightly mn 1975 to 13 percent after re-
maning at about 14 percent for the preceding
5 years Since premium income 1s a function of

benefit payments end operating expenses, operat-
Ing expense as & proportion of premium mcome
remains about the same from year to year

The wide variation 1n operating-expense ratios
among the 1nsurers, however, 1s accounted for by
the differences 1n the complexity of claims proc-
essed, acquisition costs, and other expenses of do-
g business incurred by the different types of
msurers Hospital claims are not as complex to
process as are surgical-medical claims, for exam-
ple, and are for larger amounts Thus, the operat-
mg-expense ratio of Blue Cross plans has re-
mained the lowest for all isurers (just above 5
percent annually for the past 6 years); Blue
Shield’s operating expenses consistently have been
11-12 percent of subscription income Because
individual policies are expensive to sell and ad-
minister, about 46 cents out of every premium
dollar goes for operating expenses, compared
with about 13 cents of each dollar for group
msurance policies

Net Cost of Private Health Insurance

The net cost of private health insurance to
Americans 1 1975 was $4 7 billion, a 28-percent
merease over the figure for the previous year
Net cost 15 the difference between the earned pre-
mrum or subscription mcome of the msurers and
benefit payments (claims) made to their policy-
holders or subscribers It comes mainly from pre-
mium loading, which 1s designed to cover all the
other expenses of the mnsurer—operating expenses,
profits, and additions to reserves If the amounts
retained after claims are paid are not sufficient to
satisfy these other expenses, the deficiency must
be made up from previously accumulated reserves
or through borrowing

In 1975 the health insurance industry retained
14 percent of premium and subscription mcome
after claims were paid Retentions amounted to
25 percent for the carriers and 10 percent for the
mdependent plans The subscription income of
Blue Cross-Blue Shield plans, however, barely
covered benefit payments Only about 2 percent
of subscription mcome was retained and, in order
to meet operating expenses, an amount equivalent
to nearly 6 percent of income had to be drawn
from the reserve funds

Retentions for the industry as a whole were
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shghtly higher in 1975 than 1 the previous year
The companies retaimed 26 percent more per pre-
mium dollar than they did in 1974 For Blue
Cross-Blue Shield plans, the deficit that had to be
met from reserves was more than three times as
great as m 1974 Independent plans increased
their retentions from 9 percent of subscription
income 1n 1974 to 10 percent m 1975

PROPORTION OF CONSUMER EXPENDITURES
MET BY INSURANCE

Private health mmsurance met about 44 percent
of consumer expenditures for personal health care
in 1975 The remaimmng 56 percent represents
direct out-of-pocket payments by consumers If
the net cost of obtaining health insurance protec-
tion—the difference between premiums and bene-
fits—were added to consumer expenditures, the
proportion of health care costs covered by msur-
ance benefits would be even lower

The proportion of consumer expenditures met
by health mnsurance i 1975 varied considerably
with type of care, as the data below indicate
Without discounting the net-cost factor, insurance

Dental Other
Hos Physi-
Year Total | pital | eans Prssrc]:;élsed (:35—%{ tyges
care | services hospatal) | care
1950 . . 12 2 371 1290 ® ) (O]
60 . . 27 8 64 7 300 1) ) 50
1965, - . . 326 712 328 3] (1} 87
1966, . 32 3 L] a3 9 1 ) 98
1967 - 335 713 359 (1) 1) 13 &
1968 . . 356 76 0 40 7 m M 136
1969 - 36 3 74 3 411 (O] ® 16 0
1970 . . 325 79 43 8 45 53 52
1971 . .. 39 8 8245 43 9 55 63 48
1972 . . 39 8 778 45 7 54 73 58
1973 . . 39 4 49 45 5 50 84 68
1974 41 5 73 48 2 62 11 0 97
1975 ¢ 43 5 798 48 4 68 13 9 73

1 Data not avallable
t Based on prelimInary estimates

plans met about 80 percent of hospital costs and
48 percent of costs for physicians’ services but
only 7 percent of expenses for prescribed drugs
(out-of-hospital) and only 14 percent of dental
care Ccosts

Thus, although a substantial part of consumers’
hospital and physician charges 18 covered through
private health msurance, the msurance industry
has had an even greater mmpact on other types
of care 1n the early seventies In particular, the
proportion of dental costs covered by private
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msurance more than doubled from 1970 to 1975,
reaching nearly 14 percent of all consumer ex-
penditures for that purpose

Techntcal Note \

Sources of Gross Enroliment Data

Gross enrollment figures are total enrollments
reported by the various msurers, by type of care
No deductions are made for duplication among
1nsuUrers

Blue Cross and Blue Shield data are supplied
by the Blue Cross Association and the National
Association of Blue Shield Plans from data re-
ported to them by mdividual plans in the United
States Gross enrollments for hospital and surg-
cal care and in-hospital, home, and office visits
are provided separately by Blue Cross and Blue
Shield plans for two age groups regular mem-
bership (under age 65) and for coverage com-
plementary to Medicare (aged 65 and over, and
disabled members under age 65 who are eligible
for Medicare) For all other types of care, en-
rollments are reported jomtly by the Blue Cross
and Blue Shweld associations Major-medical and
extended-benefits coverage 1s also reported jomtly
but 1s available only for the combined age groups
Data are adjusted by the Office of Research and
Statistics (ORS) to exclude enrollments for un-
derwritten welfare programs

The data for insurance companies were com-
piled by the HIAA from 1ts annual survey of the
number of persons in the United States covered
under group and individual insurance policies
Gross enrollments for hospital and surgical care
and major-medical benefits (supplementary and
comprehensive policies) are reported by HIAA
for persons under age 65 and those aged 65 and
over Since 1974, HTAA has used the gross en-
rollments under major-medical plans to estimate
directly gross enrollments for drugs and nursing
services Major-medical coverage 18 also the pr-
mary determimant of enrollment for the following
services physicians’ in-hosprtal, home, and office
vistts and X-ray and laboratory exarmnations In
1974, HIAA also made substantial revisions
all gross estimates for the combined age groups
from 1945 to 1972

For most other types of services, HIAA sup-



plies gross enrollments under group and individ-
ual policies only for persons under age 65; esti-
mates for the msured aged population are made
by ORS under the direction of HIAA Dental
enrollment 18 reported for combined age groups
In 1974, HIAA redefined the gross enrollments
for physicians’ in-hospital, home, and office visits
and X-ray and Iaboratory exammations to 1n-
clude all persons enrolled under major-medical
policies as well as a small proportion of persons
msured for those physicians’ services under basic
policies The latter enrollments were estimated
by HIAA 1n 1974 for persons under age 65 The
1975 projections of those figures by ORS are
based on the growth 1n gross surgical enrollments
from 1974 to 1975, as reported by HIAA

For mdependent health insurance plans, the
1975 data are based on estimates from the ORS
annual surveys of independent plans In 1975,
major revisions were made 1n the enrollments for
all services from 1972 to 1975 based on findings of
a census conducted in 1973 of all known plans
The results of the full survey will be published
m 1977 In general, gross enrollments for the
reference year were revised downward and sub-
sequent annual survey data reflect that trend The
1973 census serves as the sampling frame for the
annual surveys of about 40 of the larger inde-
pendent plans stratified by sponsor and medical
arrangement

ORS Estimates of Net Coverage

Net coverage 13 generally esttmated separately
for each age group and type of benefit from a
wide variety of sources Net figures are enroll-
ments after deductions for duplicate coverage for
persons protected by more than one type of m-
surer and by more than one insurance policy or
plan

Net coverage for hospital and surgical care for
persons under age 65 in 1975 1s based on data
collected by NCHS 1n household interview sur-
veys for the first quarter of 1976 The NCIHS
provisional estimates for that period defined the
proportion of the civilian noninstitutional popu-
lation that had private hospital and/or surgical
msurance The insured proportion was adjusted
by ORS to include a certam pro-rata percentage
of the imterviewed population whose insurance

20

status was reported mn the health survey as “un-
known ” The data were then adjusted to apply
to the total civilian population on the assumption
that no members of the institutional population
had 1nsurance No reliable data were available on
the number of persons in institutions who have
msurance, but 1t 15 believed that the proportion
15 very small The data were further adjusted to
reflect the situation at the end of 1975

The Office of Research and Statistics was un-
able to secure net hospital and surgical-care en-
rollments for aged persons from NCHS Instead,
1975 estimates of net coverage of persons aged 65
and over were derived from data collected 1n the
Current Medicare Survey of the Social Security
Admimstration The Current Medicare Survey
estimates define the proportion of supplementary
medical msurance enrollees who also carried pri-
vate hospital and surgical mmsurance

Net figures for in-hospital physicians’ visits
were obtained by removing from the gross esti-
mates for each age group all duplication 1n cov-
erage among 1nsurers Two major categories of
duplication were involved—the first among the
Blue Cross-Blue Shield plans, msurance com-
panies, and independent plans, and the second
between group and individual imnsurance policies
Successive adjustments to gross enrollment were
based on the magnitude of duplication present in
regular medical-expense enrollment, as estimated
by HTIAA

Net coverage for all other types of service was
based simply on an assumed ratio of gross-to-net
enrollment, with one exception The ratio of
gross-to-net enrollment for home and office visits
was linked to changes 1n the ratios for all physi-
clans’ services as well as to changes 1n gross home
and office coverage For 1970 the proportion of
the civilian population with coverage for home
and office visits was estimated from other sources
For persons under age 65, enrollment for home
and office visits m 1970 was derwved from the
percentage of individuals msured for outpatient
doctor visits, as estimated m a recent study 2 The
proportion of msured aged persons was obtamned
from the 1970 NCHS Health Interview Survey

As noted, estimates of the net number of per-
sons with coverage of other services in 1975 were

? Ronald Andersen, Joanna Kravitz, and Odin W An-
derson, Two Decades of Heolth Bervices Soctal Survey
Trends in Use and Erpendiiures, Ballinger Press, 1976
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made by assuming a ratio of gross enrollment to
the net number covered, as shown in the tabula-
tron below The ratios are believed to be reason-

Type of Insurance covernge :ng;dﬁe; an%enver
X ray and laboratery examinatfons__ .. _ 1190 112 5
Prescribed drugs (out-of hospital) . .. 100 0 102 0
Private-duty nurSing-.. . - .. . 105 0 1020
Visiting nurse service __ - e e e 105 ¢ 1020
Nursing home care . . - . . - 1020 01 0
Dental care . . 101 & 00

able simce the extent of multiple coverage 1s pre-
sumably much greater for hospital cars and sur-
gical services than it 18 for other types of health
care

HIAA Estimates of Net Coverage

The HIAA provides estimates of net coverage
of persons under age 65 and those aged 65 and
over for hospital, surgical, and nonsurgical med-
cal-expense coverage, as well as estimates of net
coverage under major-medical plans Estimates
for years before 1973 are available only for the
combmed age groups Net figures are enrollments
under msurance group and ndividual policies,
adjusted for duplication, plus enrollments under
Blue Cross and Blue Shield plans and mdepend-
ent plans after deductions were made for dupl-
cate coverage of persons protected by more than
one type of msurer

Sources of Financial Data

In table 9, the data for Blue Cross and Blue
Shield plans are based on financial statements
supplied by the Blue Cross Association and the
National Association of Blue Shield Plans for all
plans Duplication resulting from the fact that
17 joint Blue Cross-Blue Shield plans report
identical data to both national organizations has
been eliminated Data for Health Services, Incor-
porated, and for Medical Indemnity of America
—iInsurance companies owned by the Blue Cross
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and Blue Shield associations, respectively-—have
been 1meluded

Data on premium income and benefit expense
of msurance companies were provided by HIAA,
based on figures pubhshed by the National Un-
derwriter Company * The data are adjusted by
HIAA to ehminate premiums and estimated
losses for accidental death and dismemberment
msurance and to mclude any companies that do
not appear 1 the National Underwriter figures
Preminm mcome and claims reported by HIAA
for both 1974 and 1975 include business (first
reported fully m 1975) for “admimstrative serv-
e only and mmimum premium plan arrange-
ments ” In previous years, only portions of this
business were mcluded in HTAA statistics, but
a new data-collection mechanism 1nitiated by
HIAA in 1975 makes fuller reporting possible
The FITAA reported the premiums for this new
category of business at about $800 mllion for
1975 and approximately $500 milhion for 1974,
and estimated that about equal amounts are pres-
ent n the benefit figures HIAA did not revise
premium estimates for 1974 and earhier years to
take this business into account

Operating expenses were estimated by applying
the ratio of operating expense to premium 1ncome
derived from the National Underwriter aggre-
gates* to the figures for premium mcome pro-
vided by HITAA The data for independent plans,
as mentioned earher, are ORS estimates based on
its 1976 survey

Data 1n table 13 show the financial experience
of Blue Cross plans and Blue Shield plans, re-
spectively, based on reports of the 70 Blue Cross
plans and the 70 Blue Shield plans These data
exclude Health Services, Incorporated, and Medi-
cal Indemmity of America, msurance compantes
owned by the natronal associations The data are
not adjusted to eliminate the duplication with
respect to the 17 joint plans that report 1dentical
data to the two national organizations

® National Underwriter Company, 1978 Argus Chart

of Health Insurance, 1976.
¢Ibid, page 8



