Private Health Insurance Plans In 1976:

An Evaluation

by Marjorie Smith Carroll*

Private health insurers collected a record $39 4 billion 1n pre-
miums and returned $35 billion 1n benefits to their subscribers 1n
1976—a reflection of the steadily nising cost of health care,
higher utilization, and the demand for expanded services The
industry experienced a net underwnting loss of $611 million,
mainly because claims and operating expenses under insurance-
company group business ran 3 percent above premium income
About 77 percent of the civilian population had some form of
private hospital insurance, and about the same percentage had
some form of surgical insurance Lesser proportions were cov-
ered for other types of care An esttmated 12—13 percent of the
population under age 65 had no economic protection against the
costs of 1llness or health-related care—under erther a private
msurance plan or a public program Although virtually all of the
aged were covered by Medicare, some 13-15 million bought
private insurance, most of 1t under plans that covered some or all
of the gaps 1n the Federal program

The net number of different persons who had private
health 1nsurance increased in 1976 Total enrollments
dropped as duplicate coverage declined Dental cover-
age rose sharply, and coverage for non-hospital-
associated care showed some gains Health insurance
premiums rose to $39 4 billion to meet the nising cost of
benefits, higher utilization, and the demand for ex-
panded services All but the $4 4 billion of these pre-
miums retained by private insurers was returned to
consumers tn benefits

Extent of Health Insurance Coverage

Net Number of Insured

The net number of different persons who had private
insurance for hospital care and surgical services in-
creased by about 2 million in 1976 This increase
brought coverage of the U § civilian population to 76 8
percent for hospital care and 75 8 percent for surgical
services (table 1)

Smaller proportions of the population had economic
protection against other health care costs through private
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insurers About three-fourths of the under-age-65 popu-
lation had private insurance that pard some of the cost of
in-hospital physicians’® visits, X-ray and laboratory
examinations, prescribed drugs, and nursing services
Only three-fifths of this age group had any coverage for
physicians* home and office visits, and only one-third
for long-term care

Although only 24 percent of the population under age
65 had dental protection in 1976, the proportion had
nsen from 18 percent in just one year Largely as a
result of collective bargaining, dental coverage 1s the
fastest-growing area of health insurance, with 12 million
new entollees tn 1976

Almost all the aged have coverage under the Federal
program of health insurance for the aged and disabled
{Medicare) They continued to buy complementary 1n-
surance that paid some or all of the patient deductibles
and coinsurance required by Medicare for hospital care,
physicians® services, and nursing-home care Some of
these plans also made partial payments for services
totally excluded by Medicare—prescribed drugs and
private-duty nursing Employer-related coverage con-
tinued into retirement for some workers, other retirees
bought individual coverage, still others had a combina-
tion of employer-related and 1ndividual coverage About
14 6 million or 63 percent of the aged had supplemen-
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Table 1.—Estimates of net number of different persons under private health insurance plans and percent of population
covered, by age and specified type of care, as of December 31, 1976

All ages Under age 65 Aged 65 and over
Type of service Number Pe.roelnt of Number Percclnl of Number Percent of
(in thousands) pog:]la:: nt (1n thousands) p:;:;at?:n 3 (in thousands) po‘;:;t::?:n 3
Hospital care 164 235 768 149,643 785 14 562 628
Physicians services
Surgical services 162,179 758 149,262 783 12,917 556
In hospital visits 155,548 727 145,470 763 10,078 43 4
X ray and laboratory
examinations 150 897 706 142 942 750 7,955 342
Office and home visits 124 124 580 118 522 622 5 602 41
Dental care 46,578 21 8 45 808 240 ki 33
Prescribed drugs
(out of hospatal) 150 222 702 145 440 763 4,782 206
Private duty nursing 147 311 68 9 142 668 748 4 643 200
Visiting nurse service 145 863 68 2 140 841 739 5022 216
Nursing home care 70 422 329 65 560 M4 4 862 209

!Based on Bureau of Census estimate of 213,863 000 as of Jan 1, 1977
2Based on Bureau of Census estimate of 190 628 000 as of Jan 1, 1977

3 Based on Bureau of Census estimate of 23,235 000 as of Jan 1 1977

Table 2 —Gross enrollment under private health insurance plans, by age, type of plan and specified type of care, as

of December 31, 1976

{In thousands]

Physicians services
Prescribed Private Visiung- | Nursin
Type of plan Hospital s In hosprtal | K.y and | Office Dental ) g9 (out duty nurseg Immeg Vision
care urgical | In hospital | yp5r05ry | and home care of hosputal) | nursing | service care care
services YIBUS | examinations|  wisits
All ages
Total 208,575 192 813 190 723 184,768 151 844 47,036 157,491 153 817 152,566 71,782 Q]
Blue Cross Blue Shield 85,528 76 952 74 684 68,438 35 958 4 363 46,253 41 620 37,420 37023 763
Blue Cross 83,054 4 629 4121 Q) 1 369 M (@) Q] () " "}
Blue Shueld 2474 | 72323 70563 IS 34 589 M 0 ™ s s G
Insurance companies 113 820 104,399 105 027 105 027 105,027 26 662 105 027 105 027 105 027 28 352 (]
Group policies 86 824 88 327 98 355 99 355 98,355 26 562 98 355 98 355 08 355 23,189 "
Indivnidual policies 26,996 16 072 6 672 6 672 6672 100 6,672 6672 6 672 5 663 *)
Independent plans 9,227 11 462 11,012 11,303 10 859 16 011 6,311 7170 10 119 5,907 7127
Communny 4,070 6 205 6,204 6137 6 044 1 802 2,034 4 857 1379 3347 4 558
Employer-employee-unton 5 005 5095 4,646 5 004 4 653 2,137 4240 2299 2,740 2410 2415
Private group chinic 152 162 162 162 162 T2 37 14 [4] 150 154
Dental service corporation 12 000
Under age 65
Total 191,989 180 381 180 353 175,819 145 460 46 266 152 13 149 081 147 443 66,871 M
Biue Cross Blue Shield 76 956 69,100 67 288 62 423 312,479 4 358 44 001 39,480 34 898 33 742
Blue Cross 74 756 4,120 3757 O] 1,217 " §) ) " ] M
Blue Shield 2 200 64 980 63,531 M 31 202 (U] ") H ™M (O] (O]
Insurance companies 106,613 100 626 102 869 102,869 102 869 26 240 102,869 102 869 102 869 28 207 (")
Group policies B4 876 86,390 96,344 96 344 96 344 26,140 96 344 96 344 96 344 22 721 Q)
Individual policies 21737 14 236 6 525 6 525 6 525 100 6 525 6 525 6 525 5,486 (O]
Independent plans § 420 10 655 10 196 10 527 10122 15 688 5,843 6732 9,675 5 443 6624
Community 3,835 5 893 5 891 5,824 5,733 1770 1,926 4 627 7099 3163 4,285
Employer-employee umon 4 446 4613 4 156 4,554 4 230 2021 3,882 2081 2577 2 143 2,198
Pnvate group chnic 139 149 149 149 149 70 35 14 0 137 141
Dental service corporation 11,807
Aged 65 and over
Total 16 586 12,432 10,370 8949 6 384 770 4 878 4 736 5,123 4911 Q]
Blue Cross-Blue Shield 28 572 27,852 37356 6 015 23,479 5 2,252 2,140 12 522 23 802 21
Blue Cross 28 298 2509 364 Q] 292 *) Q] M ") (') M
Blue Sheld 274 17343 17,032 M 13 387 ) (U] M Q] (] D]
Insurance compames 7207 3,773 2158 2158 2,158 422 2158 2 158 2,158 645 ]
Group policies 1 948 1,937 2011 2011 2,011 422 2011 2011 2,011 468 U}
Individual policies 5,259 1 836 147 147 147 147 147 147 177 (*)
Independent plans 807 807 816 776 47 343 458 438 443 464 503
Communty 235 312 Ik} k) k] 311 32 108 230 280 184 273
Employer-employee union 559 482 490 450 423 116 358 208 163 267 217
Pnvate group chme 13 13 13 13 13 2 2 0 0 13 13
Dental service corporation 193

1 Data not avalable

ncludes disabled persons under age 65 who are ehigible for Medicare
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tary insurance for hospital care, 12 9 mullion or 56
percent for surgical care, and about 5 million or 20-22
percent for other services—drugs, nursing services, and
long-tetm care

Total Enroliments

Prnivate 1nsurance organizations reported fewer per-
sons enrolled in health care plans 1n 1976 than in the
previous year (table 2) Most of the decrease occurred 1n
mdividual plans of the commercial carniers About 3
million enrollments for hospital coverage were lost,
with smaller losses 1n coverage for physicians’ services
The 1ncreasing cost of insurance led many persons to
drop individual policies, especially when they were also
covered by a group policy or another 1ndividual policy
Some 1nsurance companies stopped writing individual
medical-expense coverage because of difficulties en-
countered 1n getting rate increases

Another factor in the decline was newly available
group coverage for groups of 10 cmployees or less
Previously only individual coverage was available for
small groups The new group coverage, known as
multiple-employer trusts, was offered by brokers to
trade associations of small employers These new
brokerages became controversial when some trusts be-
came uninsured or self-funded i an effort to maintain
lower rates Efforts were made to place them under
State insurance department regulation and some litiga-
tion developed 1n the courts The number of enrollments
actually represented by these consolidated trusts 1s not
known because reporting was not required It 1s believed
that most of the self-funded plans wall return to the
msurance fold

The small drop 1n reported group insurance
coverage—about one-third of a million—was probably
due to reporting technicalities In 1975, when the un-
employment rate reached 8 5 percent, 1t was likely that
overreporting occurred because the companies project
enrollment Jevels from the policy anmiversary dates to
the end of the calendar year As a result, in 1976, when
the unemployment rate went down to 7 7 percent and an
Increase 1n the number of persons covered by health
isurance would normally have been expected to occur,
enrollments reported were lower They were, however,
lower only 1n the sense that they ran below the over-
reported 1975 figure

The small decline in enrollments reported by Blue
Cross-Blue Shield plans 1s considered to result from the
decline 1n the number of dependents in regular con-
tracts The number of children 1s falling, and, as Medi-
care complementary contracts continue to rise, the
number of elderly dependents per contract 1s declining

Major-medical coverage increased only shightly in
1976 The gain was 1n comprehensive coverage plans
written by the companies and Blue Cross and Blue

Shield Both types of insurers lost enrollments 1n
supplementary major-medical plans

Type of Care and Insurer

Table 2 also shows enrollments for all private msurers
by type of health care for each type of insurer and for
each of the age groups Gross enrollment for persons of
all ages for hospital care was 208 6 mullion, or 44 3
mullion more than the net coverage for this type of care
Duplicate enrollments occur when (1) both spouses are
employed and both have group insurance through their
employer, {2) persons with group coverage purchase one
or more mdividual policies to supplement the group
plan, and (3) persons not eligible for group coverage
purchase two or more individual policies 1n an effort to
obtain adequate health care coverage The rate of dupli-
cate coverage was less for surgical msurance Approxi-
mately 30 6 million enrollees had duplicate coverage—
almost 16 percent of gross enrollments

As 1n previous years, 1nsurance companles continued
to dominate the market particularly for those in the work
force and theiwr families Employer-related group
policies and policies sold to individuals under age 65
covered almost 107 million persons for hospital care,
well above the 77 mullion persons of this age group
covered by Blue Cross-Blue Shield plans Insurance
company shares of the market for other health care
services were even greater, running from 56 percent of
total enrollment for surgical services to 71 percent of
enrollments for physicians’ office and home wvisits,
(table 3)

Blue Cross-Blue Shield plans had the largest share of
the market for coverage of nursing-home care for all age
groups Almost all of the complementary insurance sold
to Medicare beneficiaries was through these plans

Independent plans continued to hold a small portion
of total enrollments These plans, which usually offer a
comprehensive set of health care services, covered 9
million persons for hospital care, about 11 mllion for
physicians’ services, about 16 million for dental care,
and about 7 million for most other types of care They
predominated among aged enrollees as a result of col-
lective bargaming agreements that continued workers’
health 1nsurance coverage 1nto their retirement years

Persons Under Age 65 Without Private Health
Insurance

An estimated 41 million Americans under age 65 had
no private msurance for hospital or surgical care 1n
1976 In this group were persons who chose not to buy
health 1nsurance, those who could not obtain private
msurance and had to pay their own bills, and those who
received assistance 1n meeting their medical expenses
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Table 3.—Percentage distribution of total gross enrollment under private health mmsurance plans, by age, type of plan,

and specified type of care, as of December 31, 1976

Physicians services
Prescnbed | Povate- | Visiting- | Nursing
Type of plan Hospital X-ray and Office Dental drugs (out- duty nurse home
care Surgical | In-hospital care
services VIsits laboratory and of hospital) | nursing | service care
exarmnations| home visits
All ages
Totzl 1000 100 0 1000 100 O 100 0 1000 1000 100 0 1000 1000
Blue Cross Blue Shueld 410 399 91 368 236 913 94 It 45 516
Insurance companies 546 541 552 510 6913 56 7 66 6 68 3 68 8 40 2
Group policies 416 458 515 534 64 8 56 8 62 4 63 9 64 4 323
Individual policies 129 83 36 36 44 2 42 43 44 79
Independent plans 44 60 58 62 71 340 40 46 67 82
Under age 55
Total 1000 1000 1000 100 0 100 0 100 0 1000 100 0 1000 100 0
Blue Cross Blue Shield 401 383 373 355 223 94 288 265 237 497
Insurance companes 555 558 570 585 707 567 67 4 690 69 8 422
Group policies 442 479 534 548 66 2 56 5 631 64 6 653 340
Individual policies 113 79 36 37 45 2 41 44 44 812
Independent plans 44 59 57 60 70 339 38 45 65 81
Aged 65 and over

Total 1000 100 0 100 0 1000 1000 100 0 1000 1000 1000 1000
Blue Cross Blue Shield 517 6312 68 6 672 545 6 46 2 452 492 174
Insurance companies 434 303 238 241 338 548 442 456 421 131
Group policies 117 156 199 225 315 548 412 425 392 95
Individual policies k) el 147 3¢ 16 23 0 30 31 29 36
Independent plans 49 65 T6 87 107 446 96 912 87 25

through public programs such as Medicare, Medicaid,
the civiban health and medical care program for the
umformed services (CHAMPUS), Veterans Administra-
tion programs, and workers' compensation

Preliminary figures indicate that 20 8 million persons
under age 65 received Medicaid (medical assistance)
payments 1n fiscal year 1976 Of these, 2 7 mullion were
permanently and totally disabled, 10 6 mulhon were
dependent children under age 21, 53 mullion were
adults in famlies with dependent children, and the
remaining 2 2 million were the blind and other ehigible
persons under age 63

Medicare covered 2 4 mullion disabled persons under
age 65 for hospital care and 2 2 million for supplemen-
tary medical imnsurance (SMI) State and Federal work-
ers’ compensation programs covered 69 1 million per-
sons, but this coverage applies only to work-related
medical expenses

Persons Under Age 65 Without Any Coverage

Estimates of the net number of persons under age 65
without coverage by a health insurance plan—public or
prnivate—range from 12 to 13 percent of the total group
Unpublished preliminary estimates from the Bureau of
the Census Survey of Income and Education indicate
that in 1975 about 25 milhon persons, or about 13
percent of those under age 65, had no msurance The
Robert Wood Johnson Foundation 1n a recent study of

the leading indicators of access to medical care esti-
mated that 12 percent of that age group had no nsur-
ance !

Persons Aged 65 and Over

The National Health Survey? provides estimates of
the 1nsurance coverage of persons aged 65 and older in a
fair amount of detail Some public programs are
excluded from therr statistics, however As a result, no
esttmate 1s given of the number or proportion of the
aged population that had no health insurance coverage
whatsoever—erther under a public program or under a
private insurance plan

On January 1, 1977, the Medicare program covered
22 8 million persons (98 1 percent of the aged popula-
tion} for hospital care and insured 22 5 mullion (96 8
percent of the aged) for SMI The Current Medicare
Survey of the Social Security Admunistration has esti-
mated that 14 9 mullion of the 22 5 million with SMI
also carried private hospital msurance and 13 0 million
had private surgical insurance It 1s not known how
many of the 400,000-700,000 aged without Medicare
coverage were covered by private health insurance

UThe Robert Wood Johnson Foundation, Speclal Report
Number One A New Survey on Access to Medical Care, 1978

2National Center for Health Statistics, National Health Survey
(Series 10, No 117}, page 3, table C
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Medicaid statistics for fiscal year 1976 reported that 3 8
million persons aged 65 and over recerved Medicaid

Because the number of the aged served by some
public programs 1s not known, nor the extent of the
overlap 1n coverage between private coverage and public
programs, the number without any economic protection
agamst the costs of health care and 1illness—though
thought to be very small—is difficult te determine The
Survey of Income and Education has made a preliminary
estimate, however, that 3 3 percent of the aged are not
covered by any health instrance plan

The Quality of Health Insurance

Not enough 1s known about the quality of health
msurance coverage How broad and deep 1s the protec-
tion? What are the benefit levels? To what degree are
hospital and medical costs met? What exactly do the
plans provide? What are the costs” Statistical reports on
new group coverage written by insurance compantes and
those on plan provisions by the Blue Cross-Blue Shield
national organizations provide some insight 1n this area
No centralized data source exists, however, nor has any
overall evaluation been made of the content and depth of
health plans and policies sold to individuals

Those persons who have major-medical insurance
(approximately two-thirds of the population) do have
substantial protection against hospital costs, but few
have first-dollar coverage because of the deductible and
colnsurance requirements of the major-medical plans
The remaining third of the population—those without
major-medical expense protection, the majonty of indi-
vidual buyers of insurance, and those without any pn-
vate health insurance—had to pay directly for a sub-
stantial part of their hospital care costs or rely on public
programs, such as Medicaid, to pay or to help pay
hospital bulls

Private 1nsurance plans continue to be characterized
by exclustons, restrictions, and limitations The plans
do, however, offer health care benefits commensurate
with what the market will bear 1n cost and wrth what
some insurance experts consider sound plan design

Group Coverage

According to a report by the Health Insurance Insti-
tute, among 472 group health tnsurance plans written for
the furst ime or renegotiated 1n the first 3 months of
1977 for groups of 100 employees or more, 39 percent
were financed entirely by the employer In 6 percent of
the plans the employee paid the entire premum, and the
other 55 percent were financed by joint contributions

Among these large groups, 192 offered basic cover-
age, 198 provided supplementary major-medical cover-
age, and 186 provided comprehensive major-medical
coverage Where the basic plans were limited they did

not use deductibles but relied on internal hmits as the
financial control 1n relatton to utilization Among the
179 plans that offered basic hospital coverage, for
example, only 116 paid the full cost for semipnvate
room and board, and 53 had a maximum daily benefit of
less than $80

Only 63 plans provided additional benefits under the
basic plan for confinement 1n a hospital intensive care
unit Only 90 plans paid for preadmission testing
Moreover, the maximum number of covered hospital
days was less than 80 for more than half the plans
About half provided full reimbursement for miscellane-
ous hospital expenses

Surgical benefits were paid on a reasonable and
customary-charge basis by only 40 of the basic plans,
in-hospital medical expense by only 17, and only 2
plans paid reasonable and customary charges for physi-
cians’ office visits

The overall benefit himit for bastc diagnostic X-ray
examinations was $100 or less for 80 of the 179 groups
Only 11 plans had no benefit limit for these services

Basic coverage only was provided by just 13 plans
Thus, major medical coverage helped to cover the addi-
tional patient costs mncurred but almost all such plans
had comnsurance rates (most frequently 20 percent) and
mmposed a deductible of $100 or more Only 63 of the
186 plans with comprehensive major-medical coverage
provided full reimbursement for covered expenses 1in
cne or more service areas Of these, only four paid full
benefits for both nonscheduled hospita! and surgical
care Similar restrictions and limitations were found 1n
supplementary major-medical coverage

Employer contributions were lower and coverage was
generally more restricted 1in the newly wrtten group
coverages for smaller groups of employees Of the 761
basic plans covering fewer than 100 employees, for
example, only 41 percent provided full payment for
hospital semiprivate room-and-board charges, compared
with 65 percent of the basic plans for groups of 100
employees or more Only 47 percent of the small plans
remmbursed miscellancous hospital expenses without
limit, compared with 54 percent of the large plans
Reasonable and customary charges for in-hospital
physicians’ visits were paid by only 13 percent More
than half of the small plans had an overall limit of $100
for basic diagnostic X-ray services, compared with 5 out
of 10 of the large plans On the other hand, 95 percent
of new groups with less than 100 employees included
basic plans plus major-medical and 93 percent of groups
with more than 100 employees included basic plus
major-medical coverage

Individual Policies

Individuals have less access to health care insurance
protection than groups They often face age-limit re-
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strictions and/or the termination of insurance benefits,
once stated maximums are reached Waiting periods and
exclusions from coverage because of preexisting condi-
tions are frequently encountered In addition, benefit
levels 1n 1ndividual pohcies and plans are far below
those provided in group coverage Many persons not
eligible for group coverage carry multiple policies 1n
order to obtain greater economic protcction agamst the
cost of 1llness or health-related care In large part the
addittonal problems facing persons who purchase insur-
ance individually anse from the inherent difference be-
tween those who choose their health insurance and those
who are offered health insurance subsidized by their
employer

The Industry
Growth in Total Enrollments

The growth 1n the total number of persons covered for
hospital care and surgical services in the period
1950-76 1s shown mn table 4 Enrollment data for pre-
scribed drugs and dental care date from 1966, the first
year that such enrollment figures as reported by the
msurers were available

Hospital and surgical insurance grew rapidly in the
fifttes when paid health coverage was a prominent item
in union negotiations for fringe benefits Total enroll-

ments for hospatal insurance rose 71 percent, for surgi-
cal insurance 127 percent This trend continued 1n the
sixties, but at slackened rates In the period 1970-75,
growth slowed even more, and 1n 1976, as noted earlier,
gross enrollments for hospital care dropped by about 3 6
million and enrollments for surgical care about 2 8
million Insurance company group coverage for hospital
care declined by about 1 million, however

Once essential coverage for hospital and surgical
coverage was achieved, unions began pushing for
employer-paid benefits for prescribed drugs and dental
care Thus, by 1966 health insurance plans had been
extended to provide at least partial payment for drugs to
almost 70 mullion persons and some level of dental care
benefits to about 4 miflion Coverage for prescribed
drugs rose 52 percent by 1970 and at almost the same
rate 1n the next 5 years before tapering off 1n 1976 Paid
dental care benefits experienced an ¢ven more dramatic
mcrease, tripling from 1966 to 1970 and nising at almost
that rate 1n the following 5-year period Group dental
insurance policies and dental service corporation plans
were the major source of growth 1n that period and were
responsible for all but 1 mllion of the 12 mullion
increase that occurred 1n the last year alone

The companies increased their health 1nsurance busi-
ness faster than the Blue Cross-Blue Shield plans up
until the seventies, with the exception of Blue Shicld’s
tremendous growth tn coverage for surgical services 1n

Table 4.—Gross enroliment under private health insurance plans, by type of care and type of plan, 1950-76

[In thousands}
Gross enrollment
End of year Blue Cross Blue Shueld Insurance compatues
Total Independent
Total Blue Cross Blue Shield Total Group policies | Individual policies plans
Hospatal care
1950 &1 691 37,645 37435 210 39 601 22 305 17,296 4 443
1960 140 035 57,464 55 938 1 526 76 597 54,416 22 181 5994
1970 190,758 75,464 72 942 2522 107 163 80,505 26 658 8131
1975 212 154 85 762 83 179 2 583 117 300 87,185 30 115 9092
1976 208 575 85 528 83 054 2,474 113,820 86 824 26,996 @227
Surgical services
1950 55 950 17,253 1,151 16,102 34,937 21 219 13,718 3,760
1960 127 091 48 266 3,173 44,493 71 489 55 464 16 025 7,336
1970 179 152 69,110 3874 65,236 99 510 81,549 17 961 10 532
1975 195 624 71,803 4,659 73 104 106 426 87,958 18 468 11 395
1976 192 813 76,952 4,629 72,323 104 399 88 327 16 072 11 4562
Prescribed drugs (out of-hospital)
1950 Q) ") Q) M *) Q) ") ")
1960 69 632 10 800 m M 56 100 51,700 4 400 2732
1970 105 B85 25 627 ) M 75,437 70 3%6 5041 4 821
1975 156 592 a6 122 o M 104,093 96,718 7,315 6 437
1976 157 591 46 253 ¢ Q] 105,027 98 355 6 672 6,311
Dental care
1950 " M " " M ™ " "
1960 4227 16 (W] M 2 000 2,000 2211
1970 12977 7 ("} M 1,454 7 383 Ei ! 5250
1975 34 815 3320 (t) (@] 19 020 18 936 84 12 475
1976 47 036 4 363 M O] 26,662 26 562 100 16,011

1Data not available
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Table § —Estimates of net number of different persons under private health insurance plans and percent of population
covered, by specified type of care, 1974-76

Physicians services
Prescribed | Prvate Visiung | Nursing
Hospital Dental
End of year ca;:'e Surgical | In hospital ﬁ bl:r}; l::)r:d Office and care dfn.;]gs (ol;t, duty nurse home
services isits Y | home visits of hospital) | npursmng | service care
examunations
Number (in thousands)
1974 163 396 | 159 518 147 038 152 206 126 235 32 896 142 246 140 353 135 751 69 601
1975 162 378 160 244 | 151 562 156 717 127 735 34477 149 276 | 145 927 141,561 70,146
1976 164,235 162,179 155,548 150,867 124,124 46 578 150 222 147 311 145 863 70 422
Percent
1974 776 157 69 8 723 599 156 675 666 645 330
1975 76 4 754 71 4 738 60 1 162 7013 68 7 66 6 330
1976 76 8 758 727 706 580 218 702 68 9 68 2 329
the decade of the fifttes Since 1970, Blue Cross hospi- Statistics Estimates for other types of care are de-

tal coverage has risen almost 14 percent, compared with
an B-percent growth in group hospital insurance
polictes For surgical services, Blue Shield coverage
rose 11 percent (group insurance policies, 8 percent)
during the same period

The Blue Cross and Blue Shield plans have also
outstripped the companies since 1970 in percentage
growth 1n coverage for prescribed drugs In contrast,
dental coverage has grown very slowly under the two
organizations Despite these gains, the Blue Cross-Blue
Shield plans, as noted earlier, have a substantially
smaller share of the market than the companies for
persons tn the work force and their families, a group
that represents 89 percent of the civilian population

Net Coverage

Recent growth 1n net coverage—the number of differ-
ent persons covered for 10 types of health care
services—1s 1ndicated 1n table 5 The estimates for
hospital and surgical coverage are based on household
surveys conducted by the National Center for Health

veloped by the Health Care Financing Administration
(HCFA) from data reported by the industry Growth
trends 1n net coverage were similar to those observed 1n
the total enrollments reported by the various insurers

Major-Medical Coverage

The total number of persons covered by supplemen-
tary major-medical and comprehensive health insurance
plans of insurance compames and Blue Cross-Blue
Shield plans has increased tremendously since 1960
when 1t stood at 31 8 million (table 6) In 5 years, Blue
Cross-Blue Shield enrollments quadrupled They gained
an additional 70 percent by 1970 and another 70 percent
by 1975

Although theirr major-medical business did not 1n-
crease as rapidly, the companmes had eight tmes as
many persons covered as the Blue Cross-Blue Shicld
plans 1n 1960 In 1976 the companies had two-and-a-
half ttmes the number enrolled by the other two organi-
zatiens, with total enrollments for major-medical insur-
ance reaching 146 7 million

Table 6.,—Number of persons covered under supplementary major-medical and comprehensive policies of insurance
companies and under supplementary major-medical and comprehensive contracts of Blue Cross-Blue Shield plans,

1960-76
[In thousands]
Gross enrollment
Insurance companies Blue Cross Blue Sheeld
End of year
Total Group
Totat Individual Total Supplementary | Comprehensive
Supplementary | Comprehensive

1960 31774 28 061 17,991 8,463 1607 13,713 13,020 1693
1965 74 468 59 868 42 450 12,962 4 456 114 600 ] *
1970 112 281 87 376 61 718 20244 5414 24 905 21 658 3 247
1975 146 091 104 033 67,310 29 408 7315 42,058 39172 42 886
1976 146,697 105 027 66 753 31,602 6,672 41 670 37,026 4,644

1 Data jointly developed by Blue Cross Association and National Association
of Blue Shicld plans on unduplicated number of persons covered
2Data for Blue Cross plans plus an estimated 1,600,000 in Blue Shield plans

pot affillated with Blue Cross

*Data not available

1975

“May be significantly underestimated because complete data not reported 1n
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Independent Group-Practice Prepayment
Plans

The figures 1n table 7 show the slow but steady
growth of group-practice prepayment plans—plans not
underwritten by insurance companies or Blue Cross-
Blue Shield plans Persons with private health insurance
who are represented 1n prepaid group-practice plans
(about 5 7 mullion out of 208 6 million) were covered
for a generally wide array of services Growth in these
plans has not, however, matched the gains made by
independent individual-practice plans 3

Financial Experience

Data are presented here for the three major types of
insurers The commercial carniers or the life and casu-
alty companies that sell health insurance, the Blue
Cross-Blue Shield plans, and the independent prepay-
ment and self-insured or self-funded plans Health
maintenance organizations that provide and are at nisk
for health care services to their members are included in
the independent-plans category

Claims expense and operating expenses are measured
against premium and subscription income to show the
net underwriting gain or loss and other operating
results—the proportion of premums returned as benefits
{the claims rati0) and the amount retained for operating
expenses, additions to reserves, and profits Available
data on 1investment income provide some 1nsight into the
net income of the 1nsurers

Operating Statistics

In 1976, private health mnsurers received $39 4 billion
in premium and subscription income and returned $35 0
billion (88 7 percent of premium income) 1n claims or

3A further discussion of independent group-practice and
individual-practice plans will be presented 1n a forthcoming HCFA
Health Note

Table 7.—Gross ¢enrollment under independent group-
practice prepayment plans, by specified type of care,
1961-76

[In thousands]
Physicians services

End

of Hospual Office, ehme, |  Demtal

year care Surgical | In hospital of health care

services visits center visits

1961 2 586 3484 3643 3643 398
1964 2695 3,504 3,196 3804 438
1967 3 060 4130 3,760 4480 (M
1970 4,131 5032 4 532 5432 910
1973 4,199 5,270 4 729 5 670 791
1974 4,297 5,362 4,863 5 744 m
1975 4,461 5 45] 5010 5 842 26
1976 4,985 5,670 5,206 5,740 1,417

! Data not available

benefits (table 8) Operating expense totaled $5 0 bil-
lion, or 12 8 percent of premium income Primarily as a
result of the continuing high medical costs, the insurers
suffered a $0 6 billion net underwnting loss (1 5 percent
of premum income) that had to be paid out of reserves
or investment income Among the insurers, the insur-
ance companies 1ncurred the greatest underwrnting loss
both 1n dollars and as a percentage of premium 1ncome
Independent plans showed a slight underwriting gain

For the Blue Cross-Blue Shield plans, net income (the
difference between total income and total expenditures)
amounted to $140 8 mullion, for the independent plans,
1t was $53 3 mullion Net income for the companies
could not be determined because investment income was
not obtainable separately for their health and medical
expense business In terms of volume of business the
companies wrote $2 2 billion more than the Blue
Cross-Blue Shield plans and more than seven times the
business of the independent plans

Insurance company group business showed a claims
ratio of 89 7 percent of premiums For individual
policies the ratio was 52 7 percent Separate financial
data were not available for the group and nongroup
business of the Blue Cross-Blue Shield plans, together

Table 8.—Financial experience of private health insurance orgamzations, 1976
[Amounts 1n millions]

Claims expense Operating expense Net underwnung gain Net income
Subscnption or
Type of plan Total premuum Percent of Percent of Percent of Percent of
Income INCome Amount | premium | Amount | préemuum | Amount | premum | Amount
income ncome 1ncome mncome
Total V] $39,422 3 | 534,985 1 B8 7| $5,0481 128 -$6110 -15 ") 0}
Blue-Cross Blue Shield $17 5601 17,268 1| 162265 940 11928 69 -1512 -9 $140 8 8
Blue Cross 12,2429 1203741 11,6249 9 6 6233 52 -210 8 -18 -53 -4
Blue Sheld 53172 52307 4 6501 6 880 5695 109 596 11 146 1 27
Insurance companies " 1954 0| 162802 835 36890 189 —465 2 -24 Q] M
Group policies [§) 162220 145490 897 | 2,150 133 4810 -30 M Q]
Indmdual policies ") 32820 1,731 2 527 1,5350 46 8 158 5 4] M
Independent plans 2,698 0 26502 2,473 4 93s 166 3 63 55 2 533 20
Commurnity 11758 11621 1069 3 920 %2 66 166 14 303 26
Employer-employee unton 11772 1,147 8 1,080 1 950 697 61 -120 -11 174 15
Private group chne 450 403 ¥0 84 4 54 134 9 22 56 124
Dental service corporation 3000 3000 2850 950 150 50 0 0 0 0
1Data not available
10 Social Security Bulletin, September 1978/Vol 41, No 9
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they showed a 94 O-percent benefit ratio Independent
plans paid 93 5 cents on the dollar 1n benefits

Claims Ratio of Insurance Companies

The relatively low claims ratios of the insurance
companies must be discounted to take into account therr
umque position Four major factors must be considered

First, the overall operating expense of the compantes
1s greatly affected by the impact of individual
business—insurance policies sold to persons who are not
eligible for group insurance or sold as supplemental
coverage to persons who already have a group policy
The companies 1ncur heavy acquisition costs and selling
expenses on individual polictes Although individual
business accounted for less than one-fifth of all carrier
business, the operating expense of this segment of the
business—3$1 5 billion (46 8 percent of premium
income}—represented more than two-fifths of the total
operating expenses for all carriers As a result, the
overall operating-expense ratio of the compames was
18 & percent of premium income Group business,
which accounts for more than four-fifths of total com-
pany business, had an operating-expense ratio of 13 3
percent

Second, msurance companies usually sell a combined
package of benefits including hospital, medical, and
major-medical benefits, unlike the hospital coverage
plans sold by some 1nsurers 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 administrative complexity This factor
ts also evident 1n the difference between the operating-
expense ratios of Blue Cross and Blue Shield plans—5 2
percent and 10 9 percent, respectively Major-medical
insurance 1s, of course, the most costly type of coverage
to administer

Third, the 1nsurance companies have higher mandated
operating expenses They must pay Federal income
taxes, State premium taxes, license charges, and fees
not required of the other 1nsurers

Finally, many of the insurance companies operate for
stockholder profit Blue Cross and Blue Shield plans
and almost all the independent plans are nonprofit plans

Escalating Claims and Premium Increases

To meet the nising costs of health care services as
well as the demand for a wider array of benefits, rate
increases were obtained 1n 1976 by all private insurance
orgamizations, as 1n previous years Benefit expense
rose faster during 1976 than premiums, however, except
for the Blue Cross-Blue Shield plans They sought to

overcome the substantial lag 1n premium income 1n 1975
that had caused a net underwniting loss of $808 6 nul-
lion for that year (table 9) The subscription mcome for
these plans increased 19 5 percent, compared with a
14 3.percent increase in benefits The companies, on
the other hand, reported a substantial 25 6-percent 1n-
crease 1n claims but showed only a 16 6-percent rise 1n
premium income The result was a net underwriting loss
in 1976—a reversal of the previous year’'s experience
when they enjoyed a substantial underwnting gain of a
Iittle more than $622 mullion (3 7 percent of premium
income) The overall claims increase for all insurers was
19 3 percent, compared with an overall increase of 17 3
percent 1n premium income

Premium Income and Benefit Trends

Changes 1n the premium income and benefit expen-
ditures of private health msurers from 1950 to 1976 are
shown 1n table 9 The accompanying chart 1llustrates the
behavior of prermiums and benefits from 1966 to 1976

During the late sixties and up until mandatory price
controls on the health 1nsurance industry were imposed
m 1971, premiwum income was responding 1n normal
cyclhical fashion to rising benefit expenditures
Nevertheless, premmuum income in 1970 fell behind
benefit expenditures, nising only 17 percent as claims
rose 21 percent Durning the period of price controls,
premium income recovered 1ts normal rate of increase 1n
relation to price increases for health care

Once controls were lifted in 1974, however, both
benefit expenditures and premiums took a sharp upward
swing Benefits increased faster than premiums, but by
1975 the lag was overcome and premuums rose faster
than clatms The cycle resumed 1n 1976 when a pre-
mium lag again occurred Benefit expenditures rose 2
percentage points faster than premiums

Benefit Expenditures by Type of Care
and Insurer

Benefits for hospital care accounted for more than 60
percent of the $35 0 billion 1n benefits paid by private
health insurance 1n 1976 (table 10) Hosmital expendi-
tures accounted for 92 percent of all Blue Cross benefit
expenditures and for 67 percent of Blue Cross-Blue
Shield expenditures combined They represented 58 per-
cent of insurance company group plan benefits, 66
percent of insurance company individual policy pay-
ments, and 36 percent of independent plan benefits

Almost 30 percent of benefit expenditures of the plans
were for physicians’ services The remaiming 10 percent
were benefits for dental care, drugs, nursing services,
and other types of health care

Dental benefit payments were 50 percent larger than
those paid 1n 1975, the $1 6 billion paid represented
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Percentage increases tn private health insurance premiums and benefits, 1966-76

Percent
20—

15—

10—4—

~

v—Premnum:’.

—Benefits

1966

1967 1968

1969

1970

1871

1972

Calendar year

1973

1974

1975

1976

Table 9 —Subscription or premium income and benefit expenditures of private health insurance orgamizations,

1950-76
[In millions]
Blue Cross-Bluc Stueld Insurance comparues
Independent
Year Total Total Blue Blue Total Group Individual plans
Cross Shicld policies policies
Income
1950 §1,2915 35740 $436 7 $1373 $605 0 $3330 $272 0 $1125
1955 3,149 6 12924 9107 3817 16269 1,022 5 604 4 23013
1960 58410 24820 17730 709 1 30270 2,104 0 9230 3319
1965 10,001 3 41690 29937 1,175 3 5240 36650 1,556 0 608 3
1966 10 564 1 423278 30859 12419 55950 39870 1608 ¢ 6413
1967 111053 455513 3,230 13253 5,858 0 42700 15850 6920
1968 128987 51871 36650 15221 69330 51590 L1140 778 6
1969 14 6577 61356 43652 1,79 4 75650 5,6850 1,884 0 9331
1970 17,184 & 73109 51471 2,223 8 8,745 0 6,774 0 19720 10679
1971 19 6591 87902 6,239 6 25506 9,601 0 7,231 0 23100 12679
1972 226849 99233 70669 2,856 4 113420 86140 2,728 0 14196
1973 25,1960 1190591 78621 3,197 0 12 386 0 9393 0 2990 17509
1974 282823 1236790 8,647 6 37194 13 867 0 10590 0 ixno 20483
1975 33598 % 14 446 4 10,060 5 43858 167260 13 656 0 30700 24265
1976 39,4223 17268 1 12,037 4 52307 19 504 0 16,222 0 32820 26502
Benefit expenditures

1950 $991 9 $490 6 $3829 $107 7 $400 0 5257 0 $143 0 31013
1955 25357 1,146 7 8322 3145 1,179 0 858 0 3210 2100
1960 499 3 2,2871 1,646 2 6409 2,389 0 1,901 0 4880 3202
1965 87289 39129 28534 10595 4,265 0 34130 8520 5510
1966 9,141 & 39754 21,8822 10832 44850 itno 8740 5814
1967 95448 40828 2,963 1 11197 48370 3,998 0 8390 6250
1968 11343 6 48406 35292 1,131 4 57910 48410 950 0 7120
1969 13068 5 3,903 1 42714 16317 6,306 0 53490 9570 8594
1970 15743 8 70602 50093 20509 T6560 65100 1146.0 10274
1971 17,713 1 B178 7 5 906 9 2,271 8 B3417 7,067 3 1,24 0 1193 4
1972 19,4292 89909 6,501 3 24896 91203 77542 13660 1,3183
1973 21494 5 10004 2 71873 28169 99432 83870 15562 15471
1974 250592 11,6395 B3111 34 11,5473 10013 8 1,533 5 18724
1975 29,333 9 141920 100759 4,116 1 129576 11,388 6 1,569 0 21843
1976 , 34,985 1 162265 11,624 9 4601 6 16,280 2 14 549 0 17312 2478 4
12 Soctal Security Bulletin, September 1978/Vol 41, No 9
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Table 10 —Benefit expenditures of private health mnsurance organizations, by specified type of care, 1976

{In mallions]

Private- | Visitin, Nursing Other
Type of plan Total Hospital | Physicians Dental [;'rl]l‘gs (oL:;) duty nurseg home Vision types of

care services care of hospr nursing service care care care
Total $34 9851 | 521,349 0 $103219 | $S16093 3365 3 $198 8 $154 $88 3 §$23 4 $513 9
Blue Cross Blue Shield 162265 | 109496 42235 176 6 3371 25 127 M9 59 462 9
Blue Cross 116249) 107210 399 3 781 1950 203 118 137 31 162 &
Biue Shield 4 601 6 228 5§ 38241 98 5 1421 32 9 12 28 3003
Insurance companes 16 2802 9508 0 50457 10785 414 1 1706 (&) 481 ™ 152
Group policies 14 549 0 83717 4,492 6 1,078 § 4101 156 8 ") 262 ] 131
Individual policies 1,71312 11363 5531 40 138 ™ 219 ) 21
Independent plans 2,478 4 8914 10527 3542 114 § 47 27 53 175 358
Community - 1,0693 3444 6420 295 36 17 2 5 105 90
Employer employee union 1,000 1 5325 3978 376 814 28 25 24 68 263
Private group chmc 340 145 129 21 11 2 24 2 5

Dental service corporation 2850 2850

YIncluded m  other types of care

almost 5 percent of all benefit expense The largest
growth was reported by the 1insurance compames Dental
benefits were more than double those paid 1n 1975

The plans paid 30 percent more 1n benefits for pre-
scribed drugs than they did in the previous year The
independent plans spent proportionately more for drugs
than any of the other plans, and they account for 75
percent of all benefits reported for vision care

New business accounted for a substantial part of the

Table 11.—Amount and percentage distribution of
benefit expenditures of all private healih insurance or-
ganizations, by specified type of care, 1950-76

Prescnbed Other
1

Year | Tota |POP P:'eyrs‘:f;:: | drugs outof | DMl | ypes of

hospital) care

Amount (1n mullions)

1950 $992 680 5312 [ ()] ]

1955 2536 1679 857 (O] M )
1960 4 996 3304 1593 O] ") 559
1965 8729 5790 2 680 " ) 259
1966 9 142 54993 2 831 ("} Q] 318
1967 9 545 6134 2,964 ] M 447
1968 11,344 | 7329 1477 ) M 538
1969 i3 069 8 356 4 029 M Q] 684
1970 15,744 | 10 008 4 908 $310 $240 278
1971 17,713 | 11,279 5,430 402 304 298
1972 19429 | 12 162 6 062 427 389 389
1973 21494 | 13 240 6728 516 537 473
1974 25059 | 15161 7 818 576 m 727
1975 29334 | 18011 8918 675 1,085 645
1976 34 985 [ 21 349 10,322 865 1,609 840

Percentage distnbution

1950 00| 685 31 ) " *

1955 100 ¢ 66 2 338 " * Q)]
1960 1000 651 ne Q)] ") 20
1965 1000 663 7 " (O] 30
1966 100 0 655 310 M M 35
1967 100 0 643 310 M D] 47
1968 1000 646 307 M Q] 47
1569 100 G 639 08 U] ] 53
1970 1000 636 32 20 15 18
1971 100 0 637 307 23 17 17
1972 1000 626 N2 22 20 20
1973 100 ¢ 61 6 313 24 25 22
1974 1000 605 312 213 31 29
1975 100 0 61 4 304 23 37 22
1976 10090 610 295 25 46 24

! Data not avalable
2Included 1n  physicians services

benefit expenditures for dental care and prescribed
drugs Price nises, on the other hand, accounted for the
major share of the 20-percent nise in hospital benefits
and of the 17-percent increase 1n insurance expenditures
for physicians’ services from the amounts paid 1in 1975

The distribution of benefit expenditures by all private
msurers for hospital care, physicians”® services, pre-
scribed drugs, dental care, and other types of care in
1950-76 1s shown 1n table 11 Benefits for nonhospital
nonphysician care have increased substantially over the
years—from 2 0 percent of all benefits 1n 1960 to 9 5
percent 1n 1976 Recently, the share for dental care has
grown most rapidly—from about 1 5 percent in 1970 to
almost 5 O percent of the benefit dollar in 1976

Price rises have helped to keep the share of expendi-
tures for hospital care and physicians' services at con-
tinuing high levels despite the fact that the plans have
broadened their coverage to include other kinds of care
Increases 1n the share of dental care expenditures result
from expanding coverage and rmproving benefit levels,
as well as price increases

Operating Expense

Claims or benefit payments are the major determinant
of premuums  The dollar amount of operating-expense
increases with increased business, but, as a proportion of
premium 1ncome, operating expense remains about the
same from year to year As table 12 shows, the
operating-expense ratio declined only slightly—from 14
percent of premium income 1 1970 to 12 8 percent 1n
1976

Operating-expense ratios vary widely among the 1n-
surers as a result of differences 1n the complexity of
claims processing, acquisition costs, and other expenses
of doing bustness For Blue Cross plans the operating-
expense ratio (5-6 percent) 1s lower than that of Blue
Shield plans (around 11 percent), primarily because
hospital claims are not as complex to process as are
surgical-medical claims Similarly, group 1nsurance
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Table 12,—Operating expense of private health organi-
zations as percent of premium 1ncome, 1970-76

Operating expense as percent
of premum income
Type of plan
1970 | 1972 ) 1974 | 1975 ) 1976
Total 1401 142 ) 141 1317 128
Blue Cross Blue Shield ! 72 69 74 74 69
Blue Cross 56 52 54 55 52
Blue Shield 110 113 118 115 109
Insurance Companies 204 215| 210 | 188 189
Group policies 128 | 1341 130 127 133
Indwvidual policies 4661 470 470 | 461 468
Independent plans 77 70 74 18 63
Community 12 69 T1 66 66
Employer employee unton 77| 60| 59 67| 61

1Data adjusted for duplication

policies—less expensive to sell and to administer than
indwvidual policies—require only about 13 cents of the
premium dollar for operating expense, and individual
policies require almost four times that amount

The Consumer
Consumers’ Net Cost

Private health insurance cost consumers $4 4 ballion
above the amounts they received from insurers for
claims or benefits 1n 1976 This $4 4 billion was re-
tamned by nsurers to cover their other expenses—
operating expenses, profits, and additions to reserves

Proportion of Consumer Expenditures
Met by Insurance
In 1976, consumers spent $75 5 billion for health

care Private health insurance benefits met 46 percent of
the cost, as revealed 1n the percentages shown below

Phy Prescribed | Dental care
Year | Total Hosputal sicians” | drugs (out- (out of- Other types

care services | of hospital) | hospital) of care
1950 122 371 120 () Q] Y
1960 278 647 300 M o 50
1965 326 712 328 Q] M 87
1966 323 69 0 339 Q] Q] 98
1967 333 733 359 ") Q] 138
1568 3613 769 407 Q] M 139
1969 366 743 411 M M 160
1970 ki 779 438 45 53 52
1971 398 825 43 9 55 63 46
1972 99 776 457 54 73 60
1973 399 759 461 60 86 68
1974 429 778 507 62 115 98
1975 450 868 46 8 69 139 83
1976 463 858 4459 B1 18 4 96

1Data not available

The remaining 54 percent was direct out-of-pocket ex-
pense for noncovered health care services and for the net
cost of mnsurance (the difference between premiums and
benefits) Insurance payments took care of 86 percent of
consumer hospital costs and 46 percent of the charges
for physiclans’ services

The proportion of consumer expenditures met by in-
surance for other health care services has been increas-
g slowly but steadily since 1971, when it was 16
percent Benefits for dental care have increased to the
point that 18 percent of dental bills were paxd by 1nsur-
ance 1n 1976 Benefits for prescribed drugs have also
nsen, but consumers still have to pay 92 percent of drug
charges out of pocket, including those for drug sundrics

Technical Note

Sources of Gross Enrollment Data

Gross enrollment figures are total enrollments re-
ported by the various insurers, by type of care No
deductions are made for duplication among 1nsurers or
for both group and individual policies of 1nsurance
companies

Blue Cross and Blue Shield data were supplied by the
Blue Cross Association and the Blue Shield Association
from data reported to them by the various plans in the
Umited States Gross enrollments for hospital and surg:-
cal care and for physicians’ in-hospital visits, and home
and office visits were provided separately by Blue Cross
and Blue Shield plans for two age groups (1) Regular
membership (under age 65) and (2) coverage com-
plementary to Medicare (for those aged 65 and over and
disabled members under age 65 eligible for Medicare)
For all other types of care, enrcllments were reported
jointly, by the Blue Cross and Blue Shield assoctations
Major-medical and extended-benefits coverage was also
reported jointly, but information was avalable only for
the combined age groups Data were adjusted by the
Office of Policy, Planming, and Research (OPFR) of
HCFA to exclude enrollments for underwritten welfare
programs

The data for insurance companies were compiled by
the Health Insurance Association of Amenca (HIAA)
from 1ts annual survey of the number of persons in the
United States covered under group and individual insur-
ance policies Gross enrollments for hospital, surgical,
regular medical, and major-medical (supplementary and
comprehensive) expense policies were reported for per-
sons under age 65 and those aged 65 and over The
enrollments for persons under age 65 included some
10-11 mu:llion persons covered under 1nsurance-
company administrative service agreements and
minimum premium plans

Since 1974, HIAA has used the gross enrollments
under major-medical plans for both age groups to esti-
mate directly gross enrollments for prescnbed drugs and
nursing services Major-medical coverage 1s also the
primaty determinant of enrollment of persons under age
65 and aged 65 and over for the following services
Physicians’ in-hospital visits and home and office visits
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and X-ray and laboratory examinations Dental enroll-
ment was reported by HIAA for the combined age
groups

For 1ndependent health insurance plans, the 1976 data
were based on estimates from OPPR’s annual survey of
such plans The 1973 census of all known independent
plans has served as the benchmark for annual surveys of
about 65 of the larger independent plans stratified by
sponsor and medical arrangement A new census Is
being conducted 1n 1978 to obtain benchmark data for
the year 1977

OPPR Estimates of Net Coverage

Net coverage 15 generally estimated separately for
each age group and type of benefit from a wide variety
of sources Net figures are enrollments after deductions
for duplicate coverage for persons protected by more
than one type of insurer and by more than one insurance
policy or plan The 1975 net estimates for hospital and
surgical insurance coverage for persons under age 65 are
based on data revised by the National Center for Health
Statistics (NCHS)

Net coverage for hospital and surgical care for per-
sons under age 65 1n 1976 1s based on data collected by
NCHS 1n household interview surveys in 1976 The
NCHS estimates for that period defined the proportion
of the civihan nominstitutional population that had pn-
vate hospital and/or surgical insurance The insured
proportion was adjusted by OPPR to include a certain
pro-rata percentage of the interviewed population whose
isurance status was reported in the health survey as
‘“‘unknown ' The data were then adjusted to apply to
the total civilian population on the assumption that few
members of the nstitutional population had insurance
No current data were available on the number of persons
1n institutions who have msurance, but 1t 1s believed the
proportion 1s very small The data were further adjusted
to reflect the situation at the end of 1976

Net hospital coverage enrollment of aged persons was
obtained from NCHS, but a net estimate for surgical
care was not available and had to be denived from gross
enrollment figures, NCHS data, and data of the Social
Secunty Admumstration The Current Medicare Survey
estimates define the proportion of SMI enrollees who
also carried private hospital and surgical insurance

Net figures for physicians® 1n-hospital visits for per-
sons under age 65 were derived from applying the ratio
of net regular medical-expense coverage to net surgical
care coverage under msurance company policies to the
NCHS net esimate for surgical care For persons aged
65 and over, net figures were obtained by removing
from the gross estumates all duplication 1n coverage
among insurers Two major categories of duplication
were involved The first among the Blue Cross-Blue
Shield plans, insurance companies, and tndependent

plans, the second between group and individual 1nsur-
ance policies Successive adjustments to gross enroll-
ment were based on the magnitude of duplication pres-
ent tn regular medical-expense enrollment, as estimated
by HIAA

For home and office visits, the net estimates for both
age groups were obtained from gross estimates (for the
companies, from HIAA gross major-medical estimates)
by removing all duplication in coverage among 1nsurers
The HIAA figures were further adjusted by removing
the estimated enrollment under admimistrative service
agreements and munimum premium plans Net coverage
for all other types of services was based simply on an
assumed ratio of gross to net enrollment, as noted 1n the
tabulation below

Ratio of gross to net
enrollment
Type of care

Under Aged 65

age 65 and over
X ray and laboratory examinations 123 ¢ 1125
Prescobed drugs (out of hospital} 1050 1020
Private-duty nursing 1050 1020
Visiing nurse service 1050 1020
Nursing home care 102 0 1010
Dentat care 101 0 100 0

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 medical-expense
coverage, as well as estimates of net coverage under
major-medical plans Estimates for years before 1973
are available only for the combined age groups Net
figures are enrcliments under 1nsurance group and indi-
vidual polictes, adjusted for duplication, plus enroll-
ments under Blue Cross and Blue Shield plans and
independent plans, after deductions were made for du-
plicate coverage of persons protected by more than one
type of wnsurer Insurance company data include admin-
i1strative service agreements and minimum premium
plans

Sources of Financial Data

In table 8, the data for Blue Cross and Blue Shield
plans are based on financial statements supplied by the
Blue Cross Association and the Blue Shield Association
for all plans Duplication resulting from the fact that 17
jownt Blue Cross-Blue Shield plans report 1dentical data
to both national organizations has been eliminated Data
for Health Service, Inc , and for Medical Indemnity of
America, Inc —insurance companies owned by the Blue
Cross and Blue Shield associations, respectively—have
been 1ncluded

Data on premium income and benefit expense of
insurance companies were provided by HIAA, based on
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figures published by the National Underwriter Com-
pany # The data are adjusted by HIAA to eliminate
premwms and estimated losses for accidental death and
dismemberment 1nsurance and to include any companies
that do not appear 1n the National Underwnter figures
Premwum 1income and claims reported by HIAA for
1975 and 1976 include business for administrative
service agreements and mimmum premium plans In
previous years, only porttons of this business were
included tn HIAA statistics, but a new data-collection

“National Underwnter Company, 1977 Argus Chart of Health
Insurance, 1977

mechamsm mmtiated by HIAA 1n 1975 makes fuller
reporting possible The HIAA has estimated the pre-
miums for this category of business—for companies
reporting these items—at about $1 7 billion for 1976
and approximately $800 million for 1975, benefits
amounted to approximately $730 mullion 1n 1975 and
%1 5 bulhion in 1976

Operating expenses were estimated by applying the
ratio of operating expense to premium income derived
from the Nattonal Underwriter aggregates to the figures
for premium i1ncome provided by HIAA The data for
independent plans are OPPR estimates based on 1ts 1977
survey
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