Differences by Age Groups in
Health Care Spending

by Charles R. Fisher

This paper presents differences by age in health care
spending by type of expenditure and by source of funds
through 1978.

Use of health care services generally increases with age.,
The average health biif reached $2,026 for the aged in 1978,
$764 for the intermediate age group, and $256 for the young.
Bioclogical, demographic, and policy factors determine each
age group’s share of health spending.

Public funds financed over three-fifths of the health ex-
penses of the aged, with Medicare and Medicaid together ac-
counting for 58 percent. Most of the health expenses of the
young age groups were paid by private sources.

Expenditures for medical care differ markedly with
age. The differences apply to the type and amount of
medical care required, as well as the source of pay-
ment, This articie examines these differences for
three broad age groups—the young (under age 19), the
intermediate group (ages 19-64), and the aged (85 and
older). Data are presented for calendar year 1978 and
fgr several earlier periods. Summary highlights reveal
that:

+ Of the $168 billion total spent for perscnal health
care in 1978, 12 percent was spent for the young,
§9 percent for parsons 19 to 64, and 29 percent
for the oldest group. For a breakdown of private
and public spending by age group and type of ex-
penditure, see Tables A through D in the
Technical Note, Appendix C.

s The average medical care bill for the aged reach-
ed $2,026 per person, compared with $764 for the
intermediate group and $286 for the young.

* About half of all public spending for personal
health care was for the aged.

* Medicare payments covered 44 percent of the per-
sonal health care expenses for the aged, and
Medicaid reimbursed an additional 13 percent.

+ Private financing, primarily private health in-
surance and direct payments, Is the major chan-
nei of payment for younger age groups, providing
about 70 percent of their health care ¢osts.

This article also examines some of the reasons con-
tributing to the diversity in health care spending by
different age groups. Age-related utilization statistics
are shown by type, volume, and intensity of service.
These utilization statistics are examined for hospital
care, physicians’ services, drugs, and nursing home
care. Aiso considered are demographic changes and
variations in health status. Policy-relevant variables,
such as payment source and reimbursement policy,
are examined to the extent that they atfect utilization.
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Channels of payment for health care, mainly private
health insurance, public financing, and direct
payments are explored. The role of the major public
programs, primarily Medicare and Medicald, in fun-
ding health care are described. Trends in channels of
payment in the hospital sector demonstrate how
private and public funding interact. Finally, the
amount and sources of out-of-pocket expenses for
health care, particulatly for the elderly, are described.

Level of Health Care Spending
by Age Group

The level of personal health care spending varies by
age group as shown in Table 1. As might be expected,
aged persons spent a disproportionate share of thesa
dollars, Persons aged 65 and over comprise only 11
percent of the population but account for 29 percent
of all personal heaith care expenditures. Thirty-one
percent of the population are under age 19, but this
group accounts for only 12 percent of spending for
health care.

Persons aged 65 and over spent $2,026 per capita
for health care—seven times the $286 per capita
spending for persons under age 19 and two-and-one-
half times the $764 per capita expenditure for persons
aged 19 to 64.

VARIATIONS IN HEALTH CARE EXPENDITURES
BY AGE GROUP

Health care expenditures are the product of three
factors: volume, which is the number of contacts with
health care providers; intensity, which is the number
of services provided in an average contact; and
average price per service. Variations in health care
spending by age group are due mostly to the first two
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TABLE 1

Distribution of Population and of Personal Health Care Spending by Age Group, 1978

Health Qare Per Percentage Distribution
Age Spending Population Capita Health Care
{billions} (millions) Spending Spending Population
All Ages $167.9 223.0 $ 753 100.0% 100.0%
Under 19 19.9 69.5 286 11.9 31.2
19-64 98.7 129.2 764 58.8 57.9
65 and Over 49.4 243 2,028 294 10,9

factors, as average price per service is assumed not
o vary by age. For example, a flu shot should cost
the same for a 19-year old or for an 80-year old per-
son. Vasiations in health care expenditures by age
group due to differences in volume and in intensity
are examined for hospitat care, physiclang’ services,
drugs, and nursing home care.

Hospital Care

Hospital care expenditures comprised the major
health care expense category for all age groups In
1978. Yet, the percentage of total health expenditures
for hospital care varies significantly by age group.
Hospltal care comprises 36 percent of all expen-
ditures for persons under age 19, 43 percent for per-
sons aged 19 to 64, and 43 percent for persons aged
65 and over.

Hospital expenditures per capita increase with age.
The $869 per capita hospital expenditure of the aged
is more than eight times the $102 per capita expen-
diture for the young and more than twice the $370 per
capita spent for persons aged 19 to 64.

One method of evaluating this variation in hospital
expenditures is to examine the volume of services
used. According to the 1978 Health Interview Survey
(HIS) conducted by the National Center for Health
Statistics (NCHS), both the percentage of each age-
group hospitalized in short-stay hospitals and the
number of hospital days used by each group in-
creases with age [NCHS, 1978]. About five percent of
persons under age 17 were hospltalized in 1978, com-
pared to over 18 percent of persons aged 65 and over.
Ten percent of all persons were hospitalized at least
once in 1978 (Table B). The annual number of hospital
days used ranged from an average of about six days
per user for the youngest age group to an average of
about 16 days per user for the HIS sample of persons
65 and over. Because of limitations in the HIS survey,
estimates of hospital use by the elderly are
significantly understated’.

The Mealth Interview Survey {HIS), which provided the
data for Table 2, continuously samples members of
households. It is not intended to provide complete In-
formation on the deceased or on the institutionalized
population. Thus, Table 2 tends to underestimate the
volume of services used by the aged. [See Appendix
B for a complete discussion of this issue.]

Another method of evaluating the varlations by age
in hospital expenditures is to examine the intensity of
care. One measure of the age-relative intensity of
hospital care Is the variation by age group in charges
per day. A study by NCHS for the years 1968-1970 {the
last years for which such information was collected
for the general population} showed that the average
charge per day of care for the youngest persons was
about the same as that for all hospital users. The
average charge per day for the middie age group was
about six percent more than the overall average, and
that for the elderly was elght percent fess (Hospital
Discharge Survey, 1974). Thus, although the aged use
far more hospital days per capita than do younger per-
sons, the average intensity of care per hospital day is
less. Given the relatively small variation in the intensi-
ty of hospital care it should be concluded that
volume—the number of hospitalizations per capita
and the average length of hospital stay—is the dom-
Inant factor in the differences by age in spending for
hospital care.

Physiclans’ Services

Care by physicians represents a significant propor-
tion of the health care dollars for all age groups. As a
share of total spending for health care, physicians’
care ranks second to hospital care for the younger
age groups and third (after hospltal and nursing home
care) for the aged.

The percentage of the population making at least
one visit to a physician per year dees not vary
significantly with age. Over 85 percent of the popula-
tion received physicians’ services in 1978 (NCHS,
1979). However, age-related variations both In the
number of visits per year and, consequently, in annual
per capita expenditures is observed. In 1978, the
average number of out-of-hospital visits to physicians
by persons under age 17 was 4.1, compared to an
average of 6.3 visits by persons 65 and over. The per
capita expenditures for physicians’ services in 1978
ranged from $ 75 for young persons to $366 for per-
sons aged 65 and over.

To further evaluate the relationship of age to expen-
ditures for physiclans® services, intensity of service
has been compared by age group. One measure of the
relative intensity of physicians’ services is the
average duration of a visit. The National Ambulatory
Care Survey for 1975 showed that the mean time per
visit was greater for older patients—12 minutes for
persons under age 16 compared to 15 minutes for alt
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TABLE 2

Percent of Persons Hospitallzed, Days per Patient, Physician and Dental Visits per Capita,
Noninstitutionalized Persons by Age Group, 1978

Physician
Percent of Persons Short-Stay Hospital Visits Dental Visits
Hospitalized Days per Patient per Capita per Capita
Age Group Total Men Women  Total Men women
All Persons 104 8.5 12.2 9.7 11.0 8.8 48 16
Under 17 53 56 5.0 6.4 6.4 6.5 4.1 1.6
17-24 10.6 6.2 14.8 58 7.2 52 43 1.5
25-44 11.3 69 15.4 73 8.9 6.6 47 1.7
45-64 121 11.8 124 12.3 12.9 11.9 53 1.7
65 and Qver 18.0 19.2 17.2 15.6 17.2 144 6.3 1.2
Source: Current Estimates from the Health Interview Survey
other age groups. This survey also showed that more Dental Care

clder persons tend to have visits in which drugs are
prescribed, injections given, and blood pressure
checked. The relative number of surgical operations
by age group ls another measure of the variations in
the complexity or intensity of physicians’ services. In
1977, the Hospital Discharge Survey showed that the
number of surgical operations in hospitals was
greater for older persons. There were 41 per 1000 per-
sons under age 15 and 166 operations per 1000 per-
sons aged 65 and over [NCHS, 1879]. Thus, the inten-
sity of a physician visit, as well as the number of
visits, and the per capita expenditure for physiclan
services are greater for older persons,

Prescription Drugs and Drug Sundries

Along with short-stay hospital and physician care,
prescription drug usage varies with age. These drug
expenditures represent nine percent of personal
health care expenditures for the total population. They
constitute 14 percent of the expenditures for persons
under age 19, 9 percent for persons 19-64, and seven
percent for persons 65 and over. In 1978, per capita
spending for prescription drugs ranged from $41 for
those under age 19 to $133 for the aged. Similarly, the
number of prescriptions per capita and the intensity
of a prescription (measured by average price) also in-
creased with age. The following table shows spending
for drugs by age group. It is based on g 1973 NCHS
survey, adjusted to include institutlonalized and
deceased persons.

TABLE 3

Prescriptions per Capita and Average Price
per Prescription, 1973

Age Group Prescriptions Average Price
per Capita per Prescription

016 3z $3.39

17-24 4,2 3.77

2544 56 433

45-64 8.7 5.09

€5 and

over 14.4 5.09

Source: (Trapneli, 1979)
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Unlike other categories of care, spending for dental
care does not increase directly with age. The number
of dental visits per person by age group remalns
relatively constant for persons under age 65 and
decreases for older persons.

According to ithe Health Interview Survey only 40
percent of the aged population reported visiting a den-
tist in 1977 compared to over 60 percent of the other
age groups. Dental care expenditures accounted for
9 percent of total health care costs for persons aged
19 to 64, but for only three percent of total spending
for the aged group. However, it should be noted that
the intensity of dental services, measured by the
average charge per dental visit, is greater for older
persons, Thus, although the aged make fewer dental
vigits than do others, their visits are more costly.

Nursing Home Care

Nursing home use is dominated by the aged or
near-aged. The National Nursing Home Survey (NNHS)
shows that persons 65 and over comprised 86 percent
of the nursing home population in 1977, Persons in
the 55 to 64 age group accounted for an additional
eight percent of nursing home residents. As expected,
in 1978 nursing home care was second to hosplial
care as the most expensive health item for persons
aged 65 and over, The per capita expenditure was
$516—one-fourth of the total health care spending for
that age group.

Causes of Increased Health Care
Spending with Age

Except for dental care, the number of contacts with
health care providers increases with age. Much of this
increase Is due to degeneration associated with
aging, shown in chroni¢ diseases and physical impair-
ment requiring frequent health care services. One
measure of degeneration is a person’s subjective
assessment of the degree to which a chronic condi-
tion Is limiting his or her activity,
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The percentage of persons reporting limitation of
activity {In the Health Interview Survey for 1974) ac-
celerates with age and accelerates faster for men
than for women {Figure 1). As people age, an increas-
ing proportion suffers from some chronic condition re-
quiring medical attention.

The 14 percent of the population who suffered a
chronic condition accounted for 37 percent of all
short-stay hospital discharges, for 55 percent of all
short-stay hospital days, and for 28 percent of all out-
of-hospital physician visits. Chronically impaired per-
sons account for an Increasing share of hospital
discharges as age increases (Figure 2). _

For males, each percentage point increase in the
proportion of an age group suffering a chronic condi-
tion (Figure 1) is associated with an increase of 45
hospital discharges per 10,000 persons. For females, a
percentage point increase in the same proportion is
associated with an Increase of 38 hospital discharges
per 10,000 persons. In the group aged 65 and over,
people with chronic ¢ondltions account for most of
the hospitalization.

The acceleration of the incidence of chronic condi-
tions shown in Figure 2 and of the implied use of
health services related to these conditions is
understated because two groups who use many
health services are excluded: institutionalized per-
sons—who are limited in activity by definition—and
people who died before the survey.,

Increasing use of health care services associated
with increases in chronic conditions are rooted in age-
related degeneration of biological functions. Accor-
ding to one study, each year of life after age 30 is ac-
companied by slightly less than one percent
degeneration in a composite of one’s functional
capacity (Strehler, 1977). This steady rate sets the
stage for increasing death, disease, and impairment,
which are directly associated with health care use
rates,

TRENDS IN HEALTi-I CARE SPENDING
Demographic Shifts

Personal health care spending for older people is
rising as a percentage of the total, and that for young
people s falling, as shown in Table 4,

This trend results in part from the decrease in the
proportion of the population under age 19—a decrease
which began around 1965, Thirty-eight percent of the

population was under age 19 in 1985; the percentage
dropped to 31 percent by 1978.

This “aging” of the population tends to increase
the intensity and therefore the ¢osts of health care.
As shown previously, heaith care for the young is
generally less intense than for older age groups.
Therefore, as the percent of total contacts with health
care providers by the young diminishes, due to their
declining relative and absolute numbers, the average
intensity of service for the total population increases.

Changes in fertility rates have affected hospitaliza-
tion rates for the child-bearing age group. Hospital
days of care for deliveries dropped 37 percent be-
tween 1967 and 1977, from 410 days per 1,000 females
aged 15 to 44 in 1967 to 259 days in 1977. Decreasing
hirth rates also imply fewer physiclan visits and less
prescription drug spending for this group (NCHS,
1967, 1977). This has a dual effect on health care use:
it reduces the number of pergons needing health care
and the number of women needing obstetrical care.

Aging of the Aged

Within the group aged 65 and over, the proportion
of the very old is increasing. Persons aged 85 and
over comprised about 5.9 percent of the total popula-
tion of the nation in 1965 and 8.7 percent in 1978—a
trend which may continue for some years. _

The impact of this trend on health care costs is
slgnificant. In 1976, under Medicare, persons aged 85
and over used 5,484 days of short-stay hospital care
per 1,000 persons, compared to 3,684 days for ali per-
sons 65 and over—a 50 percent higher rate {un-
published HCFA data), The rate for persons under age
65 was 894 days per 1,000 persons. Further, persons
aged 85 and above accounted for 35 percent of all
aursing home days of care in 1977 [NNHS, 1977,
while comprising only eight percent of the population
aged 65 and over.

IMPACT OF PUBLIC POLICY

The implementation of the Medicare and Medicaild
programs and the Economic Stabilization Program
[ESP] appear to explain changes in health care use
and costs by age groups which are not assoclated
with age-related biological factors.

TABLE 4
Percentage Distribution of Personal Health Care Expenditures by Age Group,
Selected Calondar Years 196578

Age Group 1965 1970 1976 1977 1978
All Ages 100.0% 100.0% 100.0% 100.0% 100.0%

0-18 171 15.8 126 12.2 1.8
19-64 59.1 58.0 58.9 58.7 58.8
65 and Over 238 26.3 28.5 29.0 204
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FIGURE 1

Percentage of Persons with Chronic Conditions, by Age and Sex, 1974
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FIGURE 2
Hospital Discharge Rate, by Age and Sex: Total and Those Attributable to Persons
with Chronic Conditions, 1974
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Medicare

With the implementation of Medicare in 1966, short-
stay hoapital admisslon rates for persons aged 65 and
over increased rapldly. To isolate age-related
biological factors from other factors In the use of
medical services, Figure 3 was developed. The figure
displays the propertion of the aged population which
had at least some hospital expense pald by Medicare
for the years 1967, 1968, 1969, and 1976. The effect of
blological age-related factors underlying hospitaliza-
tion rates is approximated by the slopes of the lines
which show an Increase of about 3.1 percent for each
year after age 66. Although the rate of use by all per-
sons (Figure 3) did not change over the early perlod,
hospltalization rates for ali aged persons under
Medicare did increase. The vertical distances between
the lines in Figure 3 represent changes in overal)
hospitalization rates and reflect factors other than
age-related, biclogical ones,

Figure 4 indicates that the Madlicare program made
hospitat care affordable to the elderly, and that the
resulting influx of the aged into hospitals temporarily
displaced younger patients, Following that inltial
surge, Medicare admission rates stablilized at about
300 per 1,000 beneficiaries from fiscal year 1969
through fiscal year 1971, after which admission rates
increased at a rate of two percentage points per year,
Admission rates for persons under age 65 increased
sharply in 1970, and again between 1972 and 1974
before stabllizing.

Hospital stays involving some surgery for persons
aged 65 and over also increased but at a different
rate. in the early period, from 1965 to 1972, hospital
discharges with surgery per 1,000 Medicare
beneficiaries increased at an annual rate of 1.8 per-
cent. From 1972 to 1978, this surgical rate increased
2.9 percent annually,

Upward trends in hospitalization and surgical rates
for the aged are also associated with a shift in physi-
clans’ Medicare charges for services performed out-
side the hospital to services performed in the
hospital, as shown in Table 5.

Evidently, this shift in physicians’ charges from out-
of-hospital to in-hospital care is related to increasing
hospitalization rates and surglcal rates. Physicians’
charges are generally higher for hospital visits than
for out-of-hospital visits, and average physicians’
surgical charges generally far exceed average charges
for other types of service. Both out-of-hospital visits
to physicians and the number of hospital days used
per capita by aged persons remained relatively stable
during the pericd 1971 through 1977. Total physician

vislts did not change significantly, but inpatient visits
and surgical services as a proportion of total visits in-
creased leading to a shift in physicians’ charges
toward more expensive types of care.

Medicaid

Changes in the Medicald program may also help ex-
plain the variation in admission rates shown In Figure
4, The Medicaid program, formally begun in January,
1966, is a joint State-Federal program in which States
participate at their option, All but two States joined
the program between 1965 and 1970. Alaska joined in
fiscal year 1973. Arizona |s the only State without a
Medicald program. The last major influx of Medicaid
participants occurred in January, 1970 when seven
States joined the program.

The number of persons under age &5 eligible for
Medicaid due to disability increased significantly bet-
ween 1969 and 1970. These persons are extensive
ysers of hospital care, and their enroliment in_
Medicald partially explains the increase in admission
rates for persons under age 65 in 1970—a year in
which admission rates for aged persons did not
change,

The Economic Stabilization Program

The resumption of increases in hospital admission
rates for aged persons, increasing surgical
hospitalizations, a shift of physiclans’ charges toward
care in the hospital, and an increase in admission
rates for persons under age 65 coincided with the
start of the Economic Stabilization Program (ESP} in
fiscal year 1972. For most of its effective life, the ESP
restricted increases in hospital costs per admission
and physicians’ charges per procedure but did not
restrict increases in hospital admissions or in total
physiciang’ services. Since the ESP had no effective
limitation on the volume of services, one interpreta-
tion of the data is that hospitals and physicians
responded to the ESP requirements by allowing
hospital admission rates to increase.

Aiter the ESP ended in early 1974, overall admission
rates seemed to stabilize, although admission rates
for aged persons continued to increase.

Changes In the rate of surgical operations per
capita paralleled changes in admission rates over the
period 1967-1978. Surgical rates per capita increased
at an annual rate of 1.8 percent from the year ending
n June 1967 to 1971; they increased at an annuai rate
of 3.2 percent from 1971 through 1974, and have
decelerated to an annual rate of increase of 2.1 per-
cent since 1974. [AHA Panel Survey].

TABLE 5

Physicians’ Services: Charges Under Medicare for
Persons Aged 65 and Over for Selected Calendat
Years 1971-1977 (amounts in billions)

1971 1972 1976 1977
Amount Pergcent Amount Percent Amount Percent Amount Percent
Allowed Charges $28 100.0% $3.0 100.0% $5.0 100.0% $5.9 100.0%
inpatient Hospital 1.6 56.8 1.7 57.6 3.0 60.0 36 60.7
Out-of-Hospital 1.2 43.2 1.3 42.4 2.0 40.0 23 393

' Excludes outpatlent hospital billlng for physicians' services.
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FIGURE 3
Persons Hospitalized per 1,000 Medicare Beneficiaries by Age,
Calendar Years 1967, 1968, 1969, and 1976

1976

1969

1968

1967
| ] | ] i | | ] J
68 70 72 74 76 78 80 82 84

Age

HEALTH CARE FINANCING REVIEW / SPRING 1980



Admissions per 1,000 Population

FIGURE 4
Short-Stay Hospital Admission Rates for Selected Populations,
Years Ending June, 1967-78
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The Cost of Living Council, in its evailuation of the
early part of ihe ESP program, reported that controls
on hospital charges shifted the burden of increasing
hospital expenses toward cost reimbursement pro-
grams such as Madicare and Medicaid and away from
charge reimbursement payment mechanisms such as
ptivate insurance. Because Madicare and Medicaid
serve mainly the aged and children, while charge reim-
bursement serves many of the 12 to 64 age group, the
early ESP regulations tended to shift increasing
hospltal costs to the aged and those 18 and under,
This affected the age distribution of hospital care ex-
penses.

Channels of Payment

PUBLIC CHANNELS

Public funding of health care for all age groups has
been shifting from State and local governments to the
Federal government. In 1965, the main sources of
public financing of health care were State and local
governments, which provided over half of the $7.9
billion in public money spent for health care. Most of
these non-Federal public funds were spent for the
mid-age group which comprised the largest proportion
of persons in non-Federal government psychiatric
hospitails. By 1970 the State and local share of public
health care spending had declined to 35 percant, and

l by 1978 the share was down to 29 percent. The

decline in the percentage of health care spending by
State and local governments may be traced to two
factors: the growth of Federal programs which par-
tially replaced State and local public assistance
spending for medical care and the decrease in popula-
tions of State and local governmental psychiatric
hospltals. The Federal share of total public health
care spanding grew from 48 percent in 1965 to 71 per-
cent in 1978, Between 19685 and 1978 inclusively, the
Federal share grew from 51 percent to 86 percent for
the aged, from 43 percent to 57 percent for the mid-
age group, and from 61 percent to 66 percent for per-
sons under age 19. The distribution of total personal
health spending in 1978 by age group and source of
public payment is displayed in Figure 5.

In 1965, the Veterans Administration, the Depart-
ment of Defense, and workers’ compensgation also pro-
vided health care—mainly for the mid-age group.
These programs spent $2.75. billion and accounted for
35 percent of all public spending in 1965. In 1978 they
spent $11.6 billion, but their share of public spending
diminished to 17 percent, reflecting the rapid growth
in Medicare and Medicaid spending. Public financing
as a percent of all health care funding grew rapidiy
after the introduction of Medlcare and Medicaid in
1966 but more recently appears to have stabilized for
all age groups (Table 6). Although publi¢ funding of
personal health care expenditures continues to grow,
State and iocal funding as a percent of total expen-
ditures had declined.

TABLE 6

Percentage Distribution of Funding for Personal Health Care for Selected Calendar Years 1965 to 1978

Age Group 1978 1977 1976 1970 1965
All Ages
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Private 61.3 61.0 60.9 65.9 789
Public 38,7 39.0 39.1 34.1 21.1
Federal 2.7 276 27.5 222 191
State and Local 11.0 11.4 116 12.0 1.0
Under age 19
Total 100.0% 100,0% 100.0% 100.0% 100.0%
Private 7.3 71.5 71.1 76.1 84.5
Public 28.7 28.5 28.9 23.9 15.5
Federal 18.9 18.7 19.3 14.2 9.4
State and Local 9.8 9.8 9.7 9.7 8.1
Ages 19-64
Total 100.0% 100.0% 100.0% 100.0% 100,0%
Private 7.4 71.2 71.1 75.4 0.8
Public 28.6 28.8 289 246 19.2
Federal 16.2 16.0 16.0 1141 8.3
State and Local 12.4 128 128 135 11.0
Ages 85 and Over
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Private 36.8 36.1 355 388 70.1
Public 83.2 63.9 64.5 61.2 29.9
Federal 54,2 54.7 54.7 513 15.4
State and Local 8.9 9.2 9.8 99 14.4
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FIGURE 5§

Percentage Distribution of Personal Health Care Expenditures by Source of Funds and Age Group,

Calendar Year 1978
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Medicare and Medicaid

Two-thirds of all public financing of health care is
provided by Medicare and Medicaid. Although
Medicare finances health care primarily for aged per-
sons, Medicaid tihances health care for all ages, as
shown by Table 7.

TABLE 7 _
Percent of Total Personal Health Care
Expenditures Financed by Public Programs, 1978

Age Group Medicare Medicaid Other
All ages 14.6% 10.9% 13.0%
Under 12 .2 15.8 12.7
1964 3.2 8.7 16.7
65 and Over 44.1 13.4 5.7

Medicare

In 1978, Medicare provided 44 percent of all health
care costs for the aged, compared to 39 percent in
1970. Part of thls increase can be attributed to the ris-
ing proportion of hospital care funded by Medicare.
Medicare paid 71 percent of hospital care costs in
1970 and 75 percent in 1978, This increase was not
due to explicit policy decisions. It resulted from
changes in the mix of psychiatric and non-psychiatric
hospital care. Between 1955 and 1978, the average
daily census in psychiatric hospitals fell from 677,000
patients to 190,000 patients; the age distribution of
the average daily census remained fairly constant.
Consequently, community hospital days grew as a
share of total hospital days for the aged. This Increas-
ing proportion of more highly relmbursed care has
caused the increase in the Medicare share of total
hospital care for the aged.

The proportion of physician expenses pald by
Medicare also has increased. This occurred because
the Medicare annual deductibie increased from $60 to
$60 in 1973 but has not changed since, despite rapid
increases in allowed charges for physicians’ care,
Table 8 shows that from 1971 to 1977, the deductible
expense for physicians’ services under Medicare
decreased from about 19 percent to 12 percent of all
allowed charges.

TABLE 8
Physicians’ Services: Percentage Distribution of Reimbursements, Colnsurance, and Deductibles.
Selected Calendar Years 1971-1977

1977 1976 1972 1971

Percent Percent Percent Percent

Allowed Charges 100.0% 100.0% 100.0% 100.0%
Reimbursement 70.7 68.8 65.5 65.0
Coinsurance 17.7 17.5 16.4 16.2
Deductible 116 127 18.1 18.8

Source: Unpublished HCFA data.
Medicaid

Medicaid pays a significant part of hospital and
physician care costs for persons under age 19, In
1977, about a fourth of all hospital spending and
about one dollar of every eight spent for physiclan
care for this group was financed by Medicaid (Table
9). Medicald paid 39 percent of nursing home costs
for persons aged 65 and over {n 1978. It appears that
the proportion of nursing home care costs paid by
Medicaid and Medicare has been decreasing in recent
years.

In 1978, the program spent $8.6 billion for persons
aged 19 to 64, which represented 47 percent of total
Medicaid expenditures. Two groups of Medicaid reci-
pients In this mid-age range accounted for most of
these expenditures: disabled persons under age 65
who comprised about one-inth of all Medlcaid reci-
pients, but for whom about one-fifth of all Medicaid
expenditures were made, and adults in families with
dependent children who comprised about one-fifth of
all Medicaid recipients and for whom about one-sixth
of all Medicaid expenditures were made.
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THE INTERACTION OF PRIVATE AND PUBLIC
CHANNELS

Direct or out-of-pocket payments and private in-
surance flnanced most health care costs for younger
age groups while public monles dominated funding
for aged persons, Major channels of payment for all
age groups in 1977 are shown in Table 9 by selected
types of medical care.

Hospitals were the major recipients of public and
private funding for health care, recelving 34 percent of
private funds and 63 percent of public funds, The
changing structure of source of payment for hospital
care is an important determinant of public and private
health care funding policy. Although no comprehen-
sive survey of sources of payment for hospital care by
age group Is available, data from various public and
private sources may be merged to estimate the flow
of funds by age group in the hospltal industry. Table
10 represents this flow of funds for the years 1970
and 1977. Medicare provided an increasing share of
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FIGURE 6
Per Capita Personal Health Care Expenditures for the Aged,
by Source of Funds and by Type of Care, Calendar Year 1978
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TABLE 9

Percentage Distribution of Health Care Expenditures by Channels of Payment for Hospital Care,
Physiclans’ Services and All Other Health Care Services, Calendar Year 1977

community and related hospital spending, and private
insurance declined, due to the extension of Medicare
coverage to certain disabled persons under age 65.

The proportion of hospital spending for the aged
paid by Medicare decreased slightly over the period.
According to Medicare actuaries, more than a million
persons aged 65 and over are ineligible for hospital in.
surance under Medicare. These persons are
predominantly retired government employees whose
private insurance continues at retirement and covers
most of their physician and hospital care.

DIRECT PAYMENTS BY PERSONS AQED 65
AND OVER

Qut-of-pocket payments for health care continue to
be a major expense for aged persons. In 1977, per-
sons aged B85 and over paid 29 percent of their health
care costs out-of-pocket, The amounts paid out-of-
pocket vary considerably by the type of care provided.

The out-of-pocket liability of the elderly for hospital
care has changed dramatically since 1965—the year
before Medicare and Medicaid began. About 13 per-
cent of spending for hospital care was paid out-of-
pocket in 1965, compared to less than five percent by
1977.
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Private Public
Private
Direct Health
. Age Group Total Total Payments Insurance Other Total Medicare Medicaid Other
All Personal Health Care
All Ages 100.0 61.0 e 279 1.3 39.0 14.8 1.2 13.2
Under 19 100.0 71.5 381 327 g 28.5 A 158 128
1984 100.0 71.2 39 7.4 19 288 3.0 8.9 16.9
85 and Over 100.0 36.1 281 6.6 4 63.9 44.2 13.8 5.9
Hospital Care
All Ages 100.0 45.6 83 36.2 1.1 54.4 23.9 8.5 21.0
Under 18 100.0 54.6 37 50.7 2 454 -— 25.0 204
1964 100.0 59.2 107 469 1.6 40.8 49 96 26.3
65 and Over 100.0 12.0 46 [A ) 88.0 747 3.9 9.4
Physician Care
Al Ages 100.0 741 339 401 A 25.9 14.7 6.0 5.2
Under 19 100.0 84.4 38.7 45.7 - 15.6 4 2.1 31
19.64 100.0 84.5 36.7 42.6 A 15.5 24 5.6 7.5
65 and Over 100.0 41.8 28.2 15.5 -_— 58.2 54.2 31 9
All Other Care
All Ages 100.0 739 625 9.0 24 26.1 1.9 16.7 7.5
Under 19 100.0 785 70.2 6.9 1.5 21.5 - 9.2 12.3
19-64 100.0 81.2 63.4 140 38 18.8 2 10.2 8.4
85 and Over 100.0 60.6 58.0 1.8 i 39.4 53 299 4.2

The elderly make out-of-pocket payments for physi-
cians’ care for that part of the deductible and coin-
surance not paid by Medicaid or private insurance, for
physicians’ charges not allowed by Medicare but col-
lectable from beneficiaries, and for medical services
not covered by Medicare. Physicians’ billings to pa-
tients for charges denied by Medicare because the
charges exceed the allowed amounts add a signifi-
cant amount to patients’ liabilities generally not
covered by private insurance, Through 1976, the
percentage of total physicians’ charges paid by
Medicare declined because of the growing obligations
of Medicare beneficlaries for physicians’ charges on
“unassigned” claims that were submitied by physi-
cians but disallowed. These disallowed charges to
beneflciaries increased from two percent of the total
physician bill for the aged in fiscal year 1968 10 about
10 percent in calendar year 1976, where they remained
through 1978, In dollar terms, these out-of:pocket ex-
penses for physicians’ services were about $684 per
capita in 1977, and preliminary estimates indicate that
the costs will rise to about $96 per capita in 1978,

Payment for nursing home care represents the
largest health care liability for persons aged &5 and
over—aestimated at $271 per caplita in 1978, up from
$228 in 1977, and $109 in 1970. About 52 percent of
nursing home care was financed out-of-pocket by
beneficiaries in 1978,
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TABLE 10

Hospital Expenditures and Percentage Distribution of Channels of Payment by Type of Hospltal and Age
Group, Calendar Years 1970 and 1977. (Dollar amounts In millions)

1977 1970
65 and 65 and
Total Under 19 19-64 Over Total Under 19 1864 Over
Psychiatric Hospitals (non-Federal) $4,015 $199 $2632 $1,184 $2,534 $81  §$1,710 $744
State and Local Hospitals ’
Sources of Payment-Total 100.0% _100.0% 100.0% _100.0% _100.0% 100.0%  100.0% 100.0%
Medicare ' 1.7 - 4 49 5 - - 1.6
Medicaid 18.7 347 15.3 236 1.0 av 5 359
Other Federal 1.5 7.0 1.5 5 15 89 1.5 )
Other State and Local 44.8 a5 46.5 46.5 701 74.1 791 48.9
Private Health Insurance 14.0 412 18.0 8 1.0 3r 1.2 A
Direct Payment 18,5 8.5 18.3 239 159 8.6 176 129
Private Hospitals $861 $33 $433 $195 $258 $8 $174 $76
Sources of Pag;ment-Totm 100.0% 400.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Medicare 17 — 5 45 35 = = KK
Other State and Local 1.1 30 12 5 19 - 29 -
Private Health Insurance 70.0 848 774 50.8 481 37.5 48.3 48.7
Philanthropy 39 30 3.9 4.1 39 12.5 34 ag
Direct Payments 23.4 a 17.1 40.0 42.6 50.0 454 355
Federal Hospitals $6.099 $747 34,595 $757 $2,822 $499 $2,025 $348
Sources of Payment-Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Veterans Administration 58.6 — 638 58 - J— 589 8238
Department of Defense 322 631 N2 8.3 38.0 83.5 328 9.2
Other 9.2 k9 52 6.1 8.8 16.5 7.3 8.0
Other Hospitals $57,138 $5572 $34,806 $16,761 $22,184 $2,901 $13,397 §5,885
Sources of Payment-Total 100.0% 100.0%  100.0% 100.0% 100.0%  100.0% 100.0% 100.0%
Medicare 28.2 A 8.0 83.8 22.3 -— -_ 84.2
Medicaid 2.9 28.1 10.5 2.7 8.8 16.9 9.9 2.3
Workers Compensation 23 - a7 .2 23 _ 38 3
State and Local Public Assistance 7 3 1.1 2 9 1.1 1.1 2
Other State and Local- 59 1.3 8.6 19 7.0 9.5 8.7 19
Department of Defense 7 1.8 9 | 1.1 3.0 1.1 |
Other Government Programs 1.5 6.6 1.0 6 R 2.3 1.0 A
Philanthropy 1.2 ) 1.9 2 1.5 5 1.9 1.0
Private Health Insurance 41.2 57.6 54.8 76 44.4 58.8 58.5 54
Direct Payments 8.3 4.0 115 28 10.7 8.0 14.0 4.4
Payments for drugs and drug sundries and for den- Conclusions

tists’ services are another major expense. Precise
dollar amounts for these payments are not currently
available, although surveys now under way will pro-
vide estimates of out-of-pocket expenses for these
types of care, as well as for other health services.
Out-of-pocket spending for drugs and dentists’ ser-
:ric1egs7las estimated at $150 per capita in 1977 and $160
n X

Medicare Supplementary Medical Insurance (SMI)
and private health insurance premiums are also pald
out-of-pocket at a rate of $78 per capita for SMI and
$00 per capita for private health insurance. Persons
aged 65 and over palid an average of about $698 for
health related services and items out-of-pocket in
I‘lQ??—representlng 12 percent of their $5300 average
ncome,
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Spending for health care varies significantly by age
group. Per capita health spending increases steadily
with age for most health care sectors.

Young persons are spending a decreasing share of
the health dollar because they are declining as a per-
cent of the total population. Private sources of pay-
ment provide most of the health expenses for the
young.

The middle age group spends most of the health
care dollar becauae it is the largest age group. Most
health expenses for this group are paid by private
sources. '

Persons aged 65 and over continue to increase
steadily as a percent of the total population. The
health care needs of these persons, shown by current
use of various sectors of health care, are expected to
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grow along with thelr numbers, resulting in an in-
creasing share of personal health care spending for
and by the elderly. Public financing has been and con-
tinues to be the major source of funding for personali
healith care costs for the aged. As the aged popula-
tion ¢continues to grow in the future, the need for
public financing of health care costs is expected to
increase, especially for those types of care which
aged persons use more often—hospital care, physi.
cians’ services, and nursing home care. The popula-
tion within the age group 65 and over is aging and is
expected 1o add to the need for health care services,
especially nursing home care. Health care policy and
financing must continue to cope with these trends
which are expected {0 continue for many years to
come.
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Technical Note A

CONCEPTS AND DEFINITIONS

All estimates in this report relate to personal health
care expenditures—that portion of the total national
health care expense representing health services and
supplies recelved directly by individuals. They make
up total national expenditures for health, together
with spending for research and medical facilities con-
struction, identifiable administrative costs of govern-
ment programs, government public health activities,
expenses incurred by philanthropic organizations in
raising funds for health care, and the net costs of
private health insurance ({the difference batween
premiums and benefit payments),

All expenditures for health care that are channeled
through any program established by public law are
treated as public expenditures in these estimates. Ex-
penditures under workers’ compensation programs,
for example, are included with government expen-
ditures although they Involve benefits paid by private
insurers from premiums collected from private
sources.

Funds disbursed by public programs are repoited
as program expenditures, even, for example, when
they include significant private contributions made by
beneficiaries as in the Supplementary Medical In-
surance (SMI) program. The benefit expenditures
reported in this serles are not adjusted to eliminate
the duplication that exists when payments are made
by State governments into the Medicare trust fund in
the form of SMI premiums for public assistance and
Supplemental Security Income {SSI) recipients and
they are reported as Medicaid expenditures. The
amount paid by Medicaid as premiums in 1978 was
$288 million for all beneficiaries; that portion not re-
tained in the trust fund is duplicated as a Medicare
expense. The amount does not noticeably affect the
relationships that are reported.
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Health expenditures by State and local govern-
ments that involve funds received from the Federal
government under revenue sharing are reported as
State and local expenditures, not as Federal expen-
ditures. These funds amounted to $232 million in the
first half of fiscal year 1976, the latest period for
which data are available. N¢ information is avalilable
on the use of such funds by specific programs.

Responsibility for compiling estimates of national
health care spending now resides with the Health
Care Financing Administration {HCFA), Department of
Health and Human Services, Definitions of the various
types of health care and descriptions of the public
programs are contained in the various articles in the
series carrying estimates for expenditures. (Gibson,
1979; Carroll, 1979)

it should be noted that hospital care includes all ex-
penditures for care in hospitals—both inpatient and
outpatient, The data cover all services and supplies
provided.

Population estimates used here are selected 1o cor-
respond to the population covered by expenditure
estimates. Since national health expenditures cover
all spending for or by United States citizens and
residents, population estimates include the institu-
tionallized population, the Armed Forces (both in the
United States and overseas), Federal civilian
employees overseas, and the civilian population of
outlying areas.

The group under age 19 presents some problems in
connection with the avallable demographic informa-
tion on utilization and expenditures. Extensive inter-
polation is often required to estimate certain types of
expenditures for this group. Because of the nature of
some data sources, expenses for certain persons
under age 19 who are part of the labor force are not
separable from those aged 19 to 64, and expenses of
dependent children over age 18 are included with
those of the younger group.

Technical Note B

The Health Interview Survey {HIS), which provided
the data for Table 2, continuously samples members
of households. It was not intended to obtain complets
information on the deceased nor on the six percent of
the aged population who are institutionalized. Thus,
Table 2 tends to underestimate the volume of services
used by the aged. The degree of this underestimation
can be evaluated by comparing the statistics in Table
2 10 other data. A 1973 study (the latest available)
determined that six percent of the aged population is
institutionalized in psychiatric and long-stay hospitalis
or nurging homes. Institutionalized persons had more
frequent admissions and a longer average length of
stay than did the noninstitutionalized elderly [Deacon,
1977). This study also determined that the institu-
tionalized elderly used 2.5 times more physician ser-
vices and twice as many drug prescriptions per capita
than did their noninstitutionalized counterparits. Thus,
Table 2 significantly underestimates hospital use by
the elderly. .
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It is also necessary to evaluate people’s heaith ex-
penditures In the year of their death to assess the

underestimate of the values in Table 2, The Health in-  Table A
terview Survey captures only about half of the health
care use of persons dying in the survey year, The
following table presents the disproportionate share of
Mgedlcare dollars spent for aged persons who died in
1978.
Table B
Distribution of Medicare Expenditures for

Persons Who Died in 1976

Percent of Medicare Percent of Total Table C

Recipients Who Died Medicare Dollars
Age Group in 1976 Spent for Those

Recipienis
All ages 65 Table D
and Over 7.9% 20.7%
65-89 4.0 15.3
70-74 5.8 18.5
75-79 8.0 20.3
80-84 1.8 249
85 and Over 19.8 321
Source: Unpublished HCFA data.
TABLE A

Technical Note C

Personal Health Care Expenditures for
Three Age Groups: Aggregate and Per
Capita Amount and Percentage Distribution
by Type of Expenditure and Source of
Funds for Calendar Years 1978, 1977, 1976,
1970, 1965

Estimated Personal Health Care Expen-
ditures under Public Programs by Type of
Expenditure and Source of Funds for Three
Age Groups for Calendar Years 1978, 1977,
1976, 1970, 1965

Expenditures for Health Services and Sup-
plies under Public Programs by Program
for Three Age Groups for Calendar Years
1978, 1977, 1976, 1970, 1965

Estimated Amount and Percentage
Distribution of Personal Health Care Ex-
penditures for Persons Aged 65 and Over
by Type of Expenditure and Source of
Funds for Calendar Years 1978, 1977, 1976,
1970, 1985

Personal Health Care Expendituras for Three Age Groups: Aggregate and Per Capita Amount and Percentage
Distribution by Type of Expenditure and Source of Funds for Calendar Year 1978

Type of Expenditure

Alt Agos

Under 19

19-64 65 and Over

Total

Private Publilc Total Private Public

Total Private Public Total Private Publiic

Aggregate amount
{in millions)
Total

Hoaspital Care

Physiclans’ Services
Dantists’ Services

Other Professional Services
Drugs and Drug Sundries
Eyeglasses and Appliances
Nurging-Home Care

Other Health Services

Par Capita Amount
Total

Hospital Care

Physicians' Services
Dentists’ Services

Other Professlonal Sarvices
Drugs and Drug Sundries
Eyegilasses and Appliances
Nursing-Home Care

Othar Health Services

Percentage Distribution
Total

Hospital Care

Physicians’ Services
Dentlsts’ Services

Other Professiona) Services
Orugs and Drug Sundries
Eyeglasses and Appliances
Nursing-Home Care

Other Health Services
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$167,911$102,870 $65042 519,875 $14,180 $5606 $98,668 $70,407 328,172  $49.365 $18,192 $31,175
76,025 35107 40,819 7070 3835 3,235 47,785 28626 19,159 21,169 2,045 18524
35250 25811 9,439 5215 4,382 B33 21,124 17,808 3,316 8910 3820 5290
13,300 12,761 539 2,780 2,546 234 9,137 8,876 261 1,383 1,338 45
4275 3303 972 398 193 205 2787 2,480 307 1,080 831 459
15,008 13,798 1,300 2823 2850 173 9,044 8419 625 323 2728 503
3879 3522 357 481 459 22 2783 2659 134 605 405 20
15751 7,394 8358 68 1 67 3,057 800 2,457 12624 6,790 5834
4333 1,175 3,158 1,040 13 927 2941 1028 1,913 354 35 319
$752.08 $461.31 $291.67 $285.07 $204.10 $81.99 $763.96 $545.84 $218.13 $2,026.19 $746.68$1,279.55
34083 157.43 18350 10176 5520 4656 389.98 22164 14834 668.86 108.56 760,30
15808 11575 4233 75.06 €307 1199 16356 137.88 2587 36570 14858 21712
5964 57.23 242 4001 3665 3937 7075 6872 202 56.76 654.92 1.85
1917 148t 4,38 573 2.78 295 2158 1920 238 4474 2590 18.84
87.70 61.87 583 4063 3814 2.49 7002 6519 484 13261 111.97 2064
1740 1579 1.60 892 661 g 2182 2059 1.04 2483 1662  B.25
7064 3316 3748 1.00 o 296 2367 465 1902 518.14 27868 239.45
19.43 527 1416 14.97 163  13.34 2277 756  14.81 14.53 144 1310
1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 100.0
453 341 62.9 356 270 588 484 408 680 429 145 594
210 25.1 14.5 26.2 30.9 14.6 21.4 253 18 180 19.9 170
7.9 124 8 14.0 180 41 9.3 126 9 28 7.4 A
25 3.2 1.5 2.0 1.4 36 28 a5 11 22 35 15
9.0 13.4 20 14.2 18.7 30 9.2 119 22 6.5 15.0 1.6
23 3.4 5 2.4 32 4 28 38 5 1.2 22 B
9.4 72 129 a — 1.2 3.1 9 8.7 256 373 18.7
26 1.1 49 5.2 A 16.3 30 1.5 6.8 7 2 1.0
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TABLE A (CONTINVED)

Personal Health Care Expenditures for Three Age Groups: Aggregate and Per Capita Amount and Percentage
Distribution by Type of Expenditure and Source of Funds for Calendar Year 1977

All Ages Under 19 19-64 &5 and Over

Type of Expenditure Total Private Public Total Private Pubtic Total Private Public Total Private Public

Aggregate amount
{in millions) .

Total $149,130 $£91,048 $55,097 $18,259 $13,063 $5206 $87,578 $62,382 $25.196 $43,203 $15,613 $27.690
Hospital Care 67,914 30,964 36,950 8,561 3578 2973 42,466 25,126 17,340 18897 2,250 16,638
Physicians’ Services 31,242 23136 8,106 47 4,027 T44 18,848 15,923 2925 7,623 3186 4,437
Deantists’ Services 11,650 11,146 504 2,493 2279 214 7.969 7724 245 1188 1,142 46
Other Professional Services 3,700 2859 841 382 172 180 2,408 210 277 940 555 385
Drugs and Drug Sundries 13810 12614 1,196 20824 2473 15 8,244 7,665 579 2941 2475 466
Eyeglasses and Appliances 34585 3,158 207 439 418 21 2,481 2,368 113 538 374 161
Nursing-Home Care 13,364 6086 7,278 61 2 50 2,455 496 1,959 10847 5587 5260
Other Health Services 4,005 1,085 2920 268 103 865 2,708 949 1,759 332 a3 299

Per Capita Amount

Total $674.46 $411.75 $262.71 $268.77 $184.89 37378  $800.76 $402.04 $198.73 $1,821.14 $656.54%1,164.50
Hospital Care 30713 14003 167.10 9284 5071 4243 33495 19808 13677 7472 9500 6D0.72
Physictans' Services 14129 10463 3666 6761 5707 1054 148.66 12559 23.07 32059 13399 186.60
Dentists’ Services 5269 5041 2.28 3533 3230 3.03 6285 6092 1.93 4996 48.03 198
Other Professional Services 1673 1293 3.80 4.98 244 255 18.98 1681 2.18 3953 2334 1619
Drugs and Drug Sundries 6245 5704 541 3719 3505 214 6502 60.46 457 12389 10409 1960
Eyeglasses and Appliances 1562 14.28 1.34 6.22 592 20 1957 1868 20 2250 1573 6.77
Nursing-Home Care 6044 2752 32% 86 03 £4 19.36 391 1545 45618 23497 22121
Other Health Services 18.11 4 1A 13.72 146 1226 21.36 7.49 1387 13.96 139 1257

Percentaga Distribution

Total 1000 1000 1000 1000 10600 1000 100.0 1000 100.0 000 1000 1000
Hospital Care 45.5 34.0 63.6 359 274 57.1 485 40.3 66.8 438 14.5 €0.1
Physiclans’ Services 209 254 14.0 26.1 30.8 14.2 215 255 116 78 204 6.0
Dentists’ Services 7.8 122 9 13.6 175 41 a1 12.4 1.0 27 7.3 2
Other Professional Services 25 a 1.4 19 1.3 35 28 34 1.1 22 35 1.4
Drugs and Drug Sundries 93 139 21 14.4 189 2.8 9.4 123 2.3 6.8 159 1.7
Eyaglasses and Appliances 23 KK 5 2.4 3.2 A 28 38 5 1.2 24 B
Nursing-Home Care 9.0 6.7 125 3 - 11 2.8 8 73 251 358 19.0
Other Health Services 27 1.2 50 5.3 8 16.7 3.1 15 10 8 2 1.1
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TABLE A (CONTINUED)

Personal Health Care Expenditures tor Three Age Groups: Aggregate and Per Capita Amount and Percentage
Distribution by Type of Expendiiure and Source of Funds for Calendar Year 1976

Al Ages Under 19 1964 65 and Over

Type of Expenditure Total Private Public Total Private Public Total Private Public Total Private Public

Aggregate Amount
{ln mlllions)

Total $132,127 $80,531 $51,506  $16.500 $11,789 $4.801 377,861 $55,367 $22494 337,674 $13,372 $24,302
Hospital Care 59,806 27,037 32,760 5802 3261 2731 37,508 21,941 15567 16,305 1,831 14474
Physicians’ Services 27,658 20592 7,068 4252 3,528 726 16801 14,318 2,583 6505 2746 3,759
Dentists' Servicas 10,131 9,648 483 2,200 1,997 212 6,809 6,684 225 1,013 987 48
Other Professlonal Services 3202 2545 a7 314 198 116 2078 1,863 215 810 485 325
Drugs and Drug Sundries 12,800 11,887 1,142 2472 2315 157 7821 7,088 533 2,718 2,263 453
Eyeglasges and Appliances 3200 2043 258 416 397 19 2235 2,191 104 490 857 134
Nurging-Home Care 19,452 5,106 6,346 55 - 55 2,001 412 1,589 9305 4693 4,702
Other Health Services 3,868 993 2875 880 94 786 2,548 Beo 1,679 440 30 410

Per Capita Amount

Total $602.45 $387.19 $23526 $232.34 $185.90 $67.24  $624.31 $443.05 $160.36 $1,82380 $576.38 $1,047.50
Hoapital Care 272869 123.28 14541 8392 4567 2025 30075 17593 12482 70280 7892 652388
Physlcians’ Services 12611 9388 3222 5955 4938 1017 135852 11481 20,71 268039 11838 16203
Dentists’ Services 4819 4399 2.20 3094 2797 297 5540 5359 1.80 43686 4188 1.98
Qther Professional Services 1460 1180 3.00 4.40 277 162 1866 1494 172 3491 2090 140
Drugs and Drug Sundries 58.40 5319 521 34062 3242 220 6110 5683 427 1707 9754 1953
Eyeglasses and Appliances 1480 1342 1.18 5.83 5.56 27 1840 17.57 83 .12 1539 5.73.
Nursing-Home Care 5222 2329 2893 a7 - a7 16.04 330 1274 40496 20228 20267
Other Health Services 1784 455 13n 12.32 132 11.00 2043 697 1346 18.97 130 17687

Percantage Distribution

Total 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000
Hospltal Care 453 338 63.5 38.1 7.7 56.9 48.2 396 69.2 433 137 59.6
Physicians’ Services 209 256 13.7 256 299 18.1 21.7 259 11.5 173 20.5 15.5
Dentists” Services 7.7 12,0 i} 13.3 169 44 8.9 121 1.0 27 7.2 2
Other Professional Sarvices 24 32 1.3 1.9 1.7 24 2.7 3.4 1.0 2.2 3.6 1.3
Drugs and Drug Sundrigs 9.7 145 22 149 198 33 298 128 2.4 72 16.9 19
Eyeglasses and Appliances 2.4 3.7 5 25 34 ) 29 40 A 13 2.7 B
Nursing-Home Care 87 6.3 123 3 - 1.1 28 T 71 249 35.1 19.4
Other Health Sewvices 29 1.2 58 5.3 8 164 3.3 16 74 1.2 2 1.7
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TABLE A (CONTINUED)

Personal Health Care Expenditures for Three Age Groups: Aggregate and Per Caplta Amount and Percentage
- Distribution by Type of Expenditure and Source of Funds for Calendar Year 1970

All Ages Under 19 19-64 €5 and Over

Type of Expenditure Total Private Public  Total Private Public Total Private Public  Total Private Public

Aggregate Amount

{in militons

Total ) $65,723 343,281 $22442 $10,356 $7,878 32479 $38,006 $28.708 39,380 $17,270 $6,694 310,577
Hospital Care 27,799 13227 14,572 3439 2001 1,438 17,308 10,421 6,885 7,054 B0B 6248
Physicians’ Services 14,340 11,253 3,087 2,737 2451 286 8573 7633 240 3030 1,966 1,864
Dentists' Services 4,750 4,526 223 1,188 1,11 v 3,149 3,030 119 413 386 27
Other Professional Services 1,595 1,374 a2 183 144 39 1,022 946 76 389 285 104
Drugs and Drug Sundries 8406 7922 484 1,883 1,816 67 4,791 4,580 211 1,732 1,524 208
Eyeglasses and Appliances 2,009 1,992 107 309 247 12 1,486 1,440 46 304 255 49
Nursing-Home Care 4,677 2305 2,282 3] - 61 472 140 332 4,744 2255 1,889
Other Heallh Services 2056 592 1466 556 57 499 1,297 518 779 204 18 186

Per Capita Amount

Total $315.37 $207.68 $10769 $137.68 $104.73 $3296 $337.27 $254.15 $83.12 $853.81 $331.00 $522.80
Hospital Care 13339 6347 6992 4572 2660 1912 163.21 9226 6095 34874 3085 308.89
Physicians' Services 68.861 5400 1481 36.39 3258 380 7590 6753 8.32 14980 5765 9215
Dantists’ Services 2280 2172 107 1580 1477 1.02 2788 286.82 1.06 2042 1908 143
Other Professional Services 765 6.59 1.08 243 .9 52 9,05 8.37 87 1923 1409 5.14
Drugs and Drug Sundries 4034 3801 232 2603 2414 B9 4242 4055 187 8563 7534 1028
Eyeglasses and Appliances 10.07 9.56 51 41 395 A6 1316 1275 4 1508 1261 242
Nursing-Home Care 2244 1149 1095 81 - a 4.18 1.24 294 20487 M4 9339
Other Health Services 9.90 2.84 7.03 1.39 .76 6.63 11.48 459 8,90 10.09 90 2.20

Percentage Distribution

Total 1000 1000 1000 100.0 1000 1000 1000 1000 1000 1006 1000 000
Hospital Care 423 30.6 64.9 332 254 58.0 454 36.3 733 40.8 120 59.1
Physicians® Services 21.8 26.0 138 26.4 311 1.5 22,5 266 10,0 175 17.4 17.6
Dentists’ Services 7.2 10.5 1.0 115 141 3.1 8.3 108 13 24 58 3
Other Professional Services 24 3.2 10 18 1.8 1.6 27 a3 8 23 43 1.0
Drugs and Drug Sundries 128 183 2.2 18.2 231 27 126 18.0 22 10.0 228 20
Eyeglasses and Appliances 3.2 46 5 3.0 38 5 g 5.0 5 18 3.8 5
Nursing-Home Care 71 55 10.2 6 -— 25 1.2 5 3.5 24.0 33.7 179
Nther Health Services 34 1.4 6.5 54 7 20.1 34 1.8 8.3 1.2 3 1.8
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TABLE A (CONTINUED)

Pesracnal Health Care Expenditures for Three Age Groups: Aggregate and Per Capita Amount and Percentage
Distribution by Type of Expsnditure and Source of Funds for Calendar Year 1985

All Ages Under 19 19-64 65 and Over
Typa of Expenditure  Total Private Public Total Private Public Total Private Public Total Private Public
Aggregate amount
{In miHlons)

Total $37,267 $29,387 §7.880 $6,383 $5,791 $092 $22,012 }17,781 $42 56,569 $6,213 32,655
Hospital Care 13935 8539 5,395 1,733 1,111 6820 8908 5,751 3,15 33096 1,677 1,619
Physicians’ Sarvices BaT4 TS8O0 583 1,712 1,673 a2 5,026 4,601 424 1,737 1617 120
Dentists’ Services 2,809 2,760 49 772 753 19 1,823 1,805 18 213 201 12
Other Professional Services 1,033 996 a7 135 129 ] 654 631 23 244 236 8
Drugs and Drug Sundrias 5771 5575 196 1,397 1,382 15 3,226 3,163 63 1,148 1,030 118
Eyeglasses and Appliances 1,866 1,838 30 306 302 4 1,305 1,281 24 256 254 2
Nursing-Home Care 2,072 1,360 M2 - - - 247 173 74 1,625 1,187 638
Other Health Services 1,308 429 877 330 LY 289 §24 s 449 150 13 137

Par Capita Amount -

Total $188.43 $148.59 $39.84 $83.02 37012 $1290 $215.58 $174.14  $41.43  $472.31 $330.97 $141.35
Hospltal Care 7046 4348 2728 225 14.45 B.06 B87.24 56.34 3090 176.52 89.n 86.22
Physiciang’ Services 4285 3989 2.95 2227 2178 B 49.21 4506 415 9250 asMn 6,39
Dentists' Services 1420 1396 24 10.04 a.79 .25 17.85 17.68 18 1130 10.70 64
Other Professional Services 5.22 5.04 .18 1.76 1.68 08 641 6.18 23 1299 1257 43
Orugs and Drug Sundries 2018 2819 89 18.17 17.98 .20 60 3098 62 6114 5485 §.28
Eyeglasses and Appliances 9.44 9.28 A5 3.98 3.93 05 1278 1255 24 1363 1353 1
Nursing-Home Care 10.48 6.88 3.80 - - - 242 1.69 72 9719 6321 3398
Cther Health Services 6.60 217 4,43 429 53 a7e 8.07 a8y 4.40 7.99 69 7.30

Percentage Distribution

Total 1000 1000 1000 1000 1000  100.0 1000 1000 1000 1000 1000 1000
Hospital Care 374 29.1 68.5 271 206 625 40.5 324 74.6 37.2 27.0 61.0
Physicians' Services 22,7 26.8 74 26.8 Nng 4.0 228 269 10.0 19.6 26.0 45
Dentists' Sarvices 75 0.4 B 121 140 1.9 83 10.2 4 24 32 5
Other Professional Services 28 34 5 21 24 £ 30 35 B 28 as 3
Drugs and Drug Sundries 5.5 19.0 25 9 25.6 1.6 147 17.8 1.5 12.9 166 4.4
Eyeglasses and Appliances 50 6.2 4 48 56 4 59 7.2 B 29 44 g
MNursing-Home Care 56 486 2.0 - - - 1.1 1.0 1.7 20.6 191 24.0
Other Health Services as 1.5 111 5.2 B 29.1 37 2.1 10.6 1.7 2 52
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TABLE B

Estimated Personal Health Care Expenditures under Public Programs by Type of Expenditure and Source of
Funds for Three Age Groups for Calendar Years 1978, 1877, 1976, 1970, 1965

{in millions)
All Agas Under 19 19-64 65 and Over
State & State & State & Stale &
Type of Expenditure Total Federal Local Total Federal Locat Total Federal Local Total Federal Local
1978
Total $65,042 $46,503 $18,5390 $5,606 $3,757 $1.939  $28,172 $15968 $12,204  $31,175 $26,780 $4.305
Hospital Care 40,919 30,344 10,574 3235 2293 942 19,159 10,886 8273 18,524 17,165 1,350
Physicians’ Services 0439 7,066 2374 833 485 348 3,316 1,461 1,855 5290 5,120 170
Denlists’ Services . 539 310 229 234 126 108 261 155 106 45 28 17
Other Professional Services 972 677 205 205 118 a7 307 138 169 459 421 8
Drugs and Drug Sundries 1,200 667 634 173 96 77 625 308 nz 503 264 239
Eyeglasses and Appliances 357 285 72 22 15 i 134 71 83 201 199 2
Nursing-Home Care 8358 4715 3,642 67 35 32 2,457 1,344 1,113 5834 3,336 2,498
Other Health Services 3,158 2,440 719 927 589 338 1,913 1605 308 319 247 72
1977
Total $56,001 $41,006 $16,996 $5206 $3413 $1,703  $25,196 $13,994 $11,203  $27.690 $23.689 $4,001
Hospital Care 36,950 27,141 9809 2973 2112 86t 17,340 9655 7685 16,638 15373 1,263
Physicians’ Services 8,106 5995 2111 744 435 309 2925 1275 1,650 4,437 4,284 153
Dentists’ Setvices 504 295 209 214 117 97 245 148 97 46 29 17
Other Professional Services 841 570 271 180 105 75 277 115 162 385 a5 A
Orugs and Drug Sundries 1,196 619 577 151 84 67 579 289 280 466 246 220
Eyeglasses and Appliances 297 234 63 21 14 7 113 59 54 161 159 2
Nursing-Home Care 7.278 4141 3137 59 N 28 1,959 1,081 878 5260 3030 2230
Other Heatth Services 2920 210 B18 865 515 350 1,758 1,372 387 299 217 82
1876
Total $51.506 $36,283 $15,314  $4,807 $3,194 $1,607 322,494 $12493 $10,001  $24,302 $20,595 53,707
Hospital Care 32,769 23880 8,890 2,731 1,961 770 15567 8,804 6963 14,474 13,318 1,158
Physicians’ Services 7,066 5,143 1923 726 422 304 2583 1,105 1478 3759 3616 143
Dentists’ Services 483 286 197 212 115 97 225 141 84 46 30 16
Other Professional Services 657 462 195 116 | 45 215 1M 114 325 290 35
Orugs and Drug Sundries 1,142 593 549 157 a7 70 533 266 267 453 240 213
Eyaglasses and Appliances 258 201 57 19 13 ] 104 54 50 134 133 1
Nursing-Home Care 6,346 3605 274 55 29 26 1,589 B77 72 4,702 2899 2,003
Other Health Services 2875 2,114 762 788 497 289 1679 1,348 333 410 n 138
1970
Total $22,442 314,581 $7,881 $2,4790 31471 $1,008 $9,380 $4.228 35,161 $10,577 38,864 %1713
Hospital Care 14,572 9424 5,148 1,438 837 60t 6,885 3025 3,850 8348 5561 687
Physictans' Services 3,087 2,230 880 286 157 129 940 286 €54 1864 1,787 77
Dentists’ Services 223 130 9 7 41 36 19 73 46 27 16 1"
Qther Professional Services 221 140 0 39 24 15 78 25 51 104 9 13
Drugs and Drug Sundries 484 240 246 67 36 3 21 89 112 208 105 103
Eyeglasses and Appliances 107 77 30 12 7 5 46 22 24 49 48 1
MNursing-Home Care 2,282 1,344 938 61 28 33 332 158 176 1,880 1,160 729
Other Health Services 1.466 976 490 499 an 158 779 541 238 186 94 82
1965 '
Total $7.880 33,787 %4003 $992  $603 5389  $4,231 31,817 $2.414 $£2,656 $1,367 $1,289
Haospital Care 5395 2429 2,966 620 364 256 3155 1344 1811 1,619 ? 898
Physiclans’ Services 583 150 433 39 25 14 424 54 370 120 71 49
Dentists’ Services 49 32 17 19 12 7 18 12 6 12 8 4
Other Professlonal Services 37 12 25 6 3 3 23 4 19 8 § 3
Drugs and Drug Sundries 196 120 76 15 10 5 63 34 29 118 76 42
Eyeglasses and Appliances 30 14 18 4 2 2 24 10 14 2 2 -
Nursing-Home Care 2 460 252 - - -_ 74 48 26 638 412 226
Other Health Services 877 570 308 289 187 102 449 31 139 137 72 67
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TABLE C

Estimated Personal Health Care Expenditures for Health Services and Supplies under Public Programs by
Program for Three Age Groups for Caleltllldar )Yoars 1978, 1977, 1976, 1970, 1966
{in milllons

Type of Program

All publlc programs
Federal
State and Local

Major Program Areas:
Medicare
{Federal)

Medicald
Fedaral
State and Local

Other Madical Public Assistance
F

aderal
State and Local

Veterans Adminlstration
(Federah)

Department of Defense
{Federal)

Workers Compensation
{Medical Benefits)
Federal Emplayess
State and Local Programs

State and Local Hospltais
{Net)

Other Public Expenditures
for Parsonal Health Cars
Fadarai
State and Locat
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1978 1977 1978
Under 65 and Under 85 and Under 65 and
Total 19 1964  Qver Total 19 1964  Over Total 19 1964  Over
$65,042 35,606 $28,172 $31,175 $58,091 85206 £25,196 327,000 $51,596 §4,801 322,494 $24,302

46,508 3,757 15088 26,780 41,006 3413 13994 23689 38283 3,194 12,493 20506
18,539 1,939 12,204 4,395 16,996 1,793 11,203 4,001 15314 1,807 10,00t 3,707
24319 0 3114 20,775 21,768 25 2602 1941 1B417 17 2,087 16313
18,3656 3,142 8612 6,611 16,657 2,849 7812 5906 148489 2534 6673 5642
10,234 1,751 4,799 3,684 9,384 1,605 4400 3378 83 1432 3771 3,188
813t 1,39t 3815 2,927 7273 1244 3411 28618 6488 1,102 2902 2454
1,157 100 665 o 1,008 93 626 380 1,048 83 504 37
4,943 - 3880 1,083 4,380 - 340 929 4,11 — 3238 are
3,625 823 2867 121 2,338 788 2437 12 3,230 811 2,327 92
3,081 - 2,068 93 2,663 w2583 80 2,325 — 2,255 70
117 — 13 4 79 —_ 7 2 &89 — &7 2
2,944 — 2855 89 2,584 — 2508 78 2,256 - 2,188 68
5,488 85 4481 942 5,170 88 4212 870 4,749 83 3,808 768
3484 1515 1,787 182 3,030 1,383 1,493 183 2867 1,273 1425 168
2665 1,151 1378 138 2,169 995 1,043 131 2,065 935 1,008 122
819 364 409 46 870 368 450 52 802 338 17 46
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TABLE C (CONTINVED)

Estimated Personal Health Care Expenditures for Health Services and Supplies under Public Programs by
Program for Three Age Groups for Calendar Years 1978, 1977, 1976, 1970, 1965
{in millions)

Typa of Programs 1970 1965
Under 65 and Under 65 and
_Jotal__ 19 __ 1984 Over _Totsl __19 1884  Over
All public programs $22442 $2,502 $9,341 $10,600 $7.880 3002 $4.231 %2857
Federal 14561 1,484 4215 8,864 3,787 603 1817 1,387
State and Local 7881 1018 5126 1,738 4,093 389 2,414 1,29
Major Program Areas:

Medicare 7,009 -_ - 7,000 -_ -_ _ _
{Federal)

Medicaid 5,105 913 2288 1,894 -_ - - -
Federal 2,795 500 1,258 1,037 — — — —
State and Local 2,310 413 1,040 857 - -_

Other Meadical Public Assistance 849 82 2n 536 2,113 217 75 1821
Faderal 243 - - 243 1,359 140 177 1,043
State and Local 608 82 231 293 753 7 o8 578

Vaterans Administration 1,745 — 1,374 372 1,133 - 892 241
{Federal)

Department of Defenss 1,875 656 1,162 56 1,012 354 627 30
(Faderal)

Workers Compansation
{Medica! Benefits) 1,044 — 1,010 34 804 - 585 19
Fadaral Employees 23 - 22 1 12 - 12 -

State and Local Programs 1,021 - 988 33 592 — 573 19
State and Local Hospitals 3,341 316 2550 476 2,378 185 1,545 848
Net}
QOther Pubiic Expandltures
for Personal Health Care 1,383 534 716 133 640 237 308 97
Federal bii) azr 399 56 269 109 109 52
State and Local 602 207 7z 77 372 128 199 44
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TABLE D

Estimated Amount and Percentage Distribution of Personal Health Cars Expenditures for Persons Aged 65 and
Over by Type of Expenditure and Source of Funds for Calendar Years 1978, 1977, 1976, 1970, 1965

Total

Hospital Care

Physiciang’ Services

Dentists’ Services

Other Professional Services

grugals and %nﬂries
eglagses an pliances

N’lrJrsing-Home Care

Other Health Services

Total

Hospital Care

Physicians’ Services
Dantists’ Services

Other Professional Services
Drugs and Drug Sundries
Eyeqlasses and Appliances
Nursing-Home Care

Other Health Services

Total

Hospital Care

Physicians’ Services
Dentists’ Services

QOther Profegsional Services
Drugs and Drug Sundries
Eyeglasses and Appliances
Nursing-Home Care

Other Health Services

Total

Hospital Care

Physicians' Services
Dentists’ Services

Other Professional Services
Drugs and Drug Sundrias
Eyeglasses and Appliances
Nurging-Home Care

Other Health Services

Total

Hospital Care

Physiciang’ Services
Dentists’ Services

Other Professional Services
Drugs and Drug Sundries
Eyeglasses and Appliances
Nursing-Home Care

Othar Health Services

Amount {in millions)

Percentage Distribution

Public Public
Medi-  Meai- Medi-  Medi-
JTotal Private Total care  caid  Other Privat T I
1978
$49,366 $18,192 $31,175 $21,775 $6,611 $2,780 1000 368 632 441 13.4 5.7
21,189 2645 18,524 15,799 754 1,971 1000 125 875 748 a6 9.3
8910 3820 5290 4,954 260 76 100.0 408 594 556 29 K]
1383 1,338 45 — 3 11 1000 968 3.2 — 24 .8
1,080 831 459 281 72 6 1000 579 421 35.0 8.6 8
3,231 2,728 503 — 468 35 1000 844 15.6 — 135 1.1
605 405 201 189 - 12 1000 669 332 312 - 20
12,624 6,790 5834 380 4,969 485 1000 538 462 30 394 38
354 35 319 72 193 100.0 99 801 203 183 545
1977
$43,303 $15,613 $27.690 $19,141 $5909 $2552 1000 36.1 639 442 139 59
18,897 2,259 16,638 14,119 737 1,782 100.0 120 BSO 747 39 9.4
7623 3,186 4,437 4,132 238 100.0 418 582 542 31 9
1,188 1,142 46 —_— 33 13 10090 961 39 - 28 1.1
940 555 385 316 62 7 1000 590 410 336 6.6 7
2,941 2,475 466 —_ 432 34 1000 842 15.8 — 147 141
535 374 161 152 — 9 1000 629 301 28.4 - 1.7
10,847 5587 5260 364 4,430 457 1000 515 485 34 409 42
332 33 299 58 6 181 1000 100 901 175 184 54.5
1976
$37,674 $13,372 $24,302 $16,313 55644 $2345 1000 355 645 433 15.0 6.2
16,305 1,831 14,474 12,095 756 1623 100.0 112 888 742 46 10.0
6,506 2,746 3,758 3474 221 1000 422 578 534 3.4 1.0
1,013 957 46 - 32 14 1000 954 46 - 3.2 1.4
810 485 325 252 67 6 1000 599 401 IR B3 g
2716 2,263 453 — a9 34 1000 B33 16.7 — 154 1.3
490 357 134 125 — 1000 728 273 255 — 1.8
9,305 4,693 4,702 320 3,964 418 1060 500 50.0 34 422 4.4
440 410 47 185 178 _100.0 68 932 107 420 405
1970
$17.270 $6,694 $10577 $7,009 $1,894 $1584 1000 388 612 411 1.0 9.2
7,054 BO5 6,248 4974 405 869  100.0 114 886 705 5.7 123
3030 1,166 1,864 1,718 115 31 1000 385 615 567 38 1.0
413 386 27 — 19 9 1000 935 6.5 —_ 46 22
389 285 104 79 22 1000 733 267 203 5.7 B8
1,732 1524 208 - 190 18 1000 880 12.0 - 1nao 1.0
RS . S r B TR v B S SO Y
4,144 2255 1,889 25 1,1 I . X y : .
204 18 186 17 3 138 100.0 88 912 8.2 152  &1.7
1965
38869 $6,213 $2,656 — $2,656 1000 700 200 - - 300
3206 1677 1619 — ~ 1619 1000 509 499 - - 491
1,737 1617 120 — - 1 100.0 931 6.9 - - 6.9
213 201 12 —_ s 12 1000 94.4 56 -— —_ 5.6
244 236 8 - - 1000 967 a3 - - 33
1,148  1.030 118 — -~ 116 1000 897 10.3 - - 103
256 254 2 —_ - 1000 992 8 - - B
1,825 1,187 638 - — 838 1000 650 350 - - 350
150 13 137 - —~ 137 1000 B7 013 - - 913
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