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In this article, the authors present a scenario for
health expenditures during the 1990s. Assuming that
current laws and practices remain unchanged, the Nation
will spend $1.6 trillion for health care in the year 2000,
an amount equal 10 16.4 percent of that year's gross
national product. Medicare and Medicaid will foot an

increasing share of the Nation's health bill, rising to
more than one-third of the total. The factors accounting
Jor growth in national health spending are described as
well as the effects of those factors on spending by tvpe of
service and by source of funds.

Introduction

Concern over rapid increases in health care spending is
reaching a fevered pitch. Rapid growth in expenditures is
not new: Spending for health care has grown faster than
the overall economy in almost every one of the last
30 years. As a direct result of differential growth, health
expenditures have risen as a share of our Nation’s gross
national preduct (GNP), from 5.3 percent in 1960 to
11.6 percent in 1989. This percentage is widely perceived
as a measure of the impact of health expenditures on the
Nation’s ability to finance health care. Therefore, 2 flurry
of renewed concern resulted when the combination of
economic stagnation and **business as usual’’ in the
health care sector drove health expenditures as a percent
of the GNP to a projected 12.3 percent in 1990,

This concern has been heightened by two additional
factors. First, govemment health programs are in serious
financial difficulty. The trust fund for the Federal hospital
insurance (HI) program (better known as Medicare
Part A), which derives most of its income from payroll
taxes, is currently projected to be exhausted in 2005,
Unless additional sources of revenue are tapped, benefits
would need to be reduced by $46 billion in that year.
Ultimately, the program would need to be cut by more
than 50 percent. In addition, State-operated Medicaid
programs, which are financed through a combination of
State and Federal taxes, are in generally dire financial
straits. State income taxes dwindle during economic
slowdowns, but program demands increase with the cost
of health care in general and with the number of
unemployed and low-income residents of the State.

Second, private financing of health care is reaching a
watershed. Employer payments for health care (including
health-related payroll taxes), which amounted to
14 percent of aggregate after-tax profits in 1965, today
exceed after-tax profits (Levit et al., 1991a). The
distribution of that burden is uneven across employers,
further disadvantaging some. Yet, despite the large
private expenditure for health care insurance, as many as
15 percent of Americans lack even the most rudimentary
health insurance. Between 33 and 38 million people
have—either by choice or not—neither private nor public
insurance. And many Americans have little insurance
protection against truly catastrophic medical expenses.
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Given these factors, an unusual chorus of voices is
calling for reform of the U.S. health care system. Some
large employers and conservative policymakers,
traditionally leery of government intervention in private
matters, see national reform as a way to relieve
themselves of a fringe benefit that is uncontrollable as
well as being a source of contract dispute, Liberal
policymakers see reform as necessary to extend health
care coverage to the uninsured and underinsured
population. Even provider organizations, some of which
have traditionally been hostile to government attempts to
change market rules, have recently offered proposals for
reform of the system.

In light of the clamor for reform, it is instructive to
speculate on what health expenditores might look like in
the next 10 years in the absence of any such reform. To
do so can yield insights regarding which services and
goods will experience more demand than others. In
addition, a projection scenario can provide a ‘‘big
picture’’ for the various parties paying for health care.

In this article, we have used an actuarial projection
model of the health care sector to project national health
expenditures (NHE) through the end of the century. The
scenario is tied to the assumptions and conclusions of the
Medicare actuaries concerning progress of that program,
providing the context for discussion of the future of
Medicare. Use of the projection model also facilitates a
discussion of the trends in the use, intensity, and price of
various types of health goods and services.

Of course, such a model does not predict the future.
Macroeconomic shocks, reforms in health care financing
and delivery, technological breakthroughs, and
unexpected changes in morbidity and mortality all affect
what will happen. What the model does show is what
might plausibly happen if current mechanisms, laws, and
programs continue in existence through the end of the
century. Thus, the model provides a *‘base case’” against
which the advantages and disadvantages of proposed
reforms can be measured.

Detailed Tables 6-10 at the end of this article show
expenditures for health care for selected years 1966
through 2000, both by type of service and by source of
funds. Data figures from the detaiied tables are
highlighted throughout this article.

Projection model

The model used to develop the scenario we discuss is
built upon actuarial models described in previous articles



on projections of expenditure (Arnett et at., 1986;
Division of National Cost Estimates, 1987). It is actuarial
in nature, relying on trend analysis rather than
econometric fitting of dependent to independent variables,
and consists of a series of identities, the factors of which
are projected and reconciled.

The projections are based on historical estimates of
NHE. Estimates of annual expenditure by type of service
and by source of funds comprise the overall framework
within which the model operates. The scenario we present
was developed using historical figures through 1989
(Lazenby and Letsch, 1990); elsewhere in this issue,
colleagues present updated figures for the last several
years, along with a preliminary figure for 1990
(Levit et al., 1991b). To the extent that these newer
figures differ from those used to prepare our projections,
particularly for professional services, the level of the
projected expenditures (especially in 1991) may not be
strictly comparable with the newest history, but the
longrun trends we discuss are not significantly affected by
the revisions.

The projection scenario incorporates several exogenous
factors. As already mentioned, it is tied to the
assumptions and conclusions of the Medicare trustees’
reports for 1991. Projected values of hospital insurance
and supplementary medical insurance benefits are built
into the projection model.

Similarly, the scenario takes as given the
macroeconomic assumptions used to prepare the Medicare
and Social Security trust fund reports. Those reports
contain three different sets of assumptions: optimistic,
intermediate, and pessimistic. We used Altemnative II
assumptions (the intermediate scenario) to prepare our
projections. In theory, differential growth of health care
spending should affect macroeconomic activity as well as
sector-specific activity, but at present, the former effects
are not explicitly modeled. We are working to tncorporate
the projection model with a model of the general
macroeconomy, but results of that effort are not yet
available. However, because our scenario assumes the
continuation of current practices and mechanisms, we
expect that the projection results are quite consistent with
what would have resulted from a fully integrated model.

In addition to exogenous macroeconomic assumptions,
our model incorporates projections of provider manpower,
Projections of the number of physicians and dentists made
by the Health Resources and Services Administration
{Bureau of Health Professions, 1990) have been used
when projecting expenditures for the services of those
professionals.

As mentioned earlier, the model used for our
projections consists of a series of identity equations. The
typical equation consists of seven factors that describe
expenditure for a good or service:

Price Util
E = Pop X PGNP X X X ——
op PGNP Ua Pop % Ua

E

X X
Ra Price > Util X Ra

where the factors are defined as follows:

Pop—This is the number of people in the United States
as of July 1. Projections are made by Social Security

Administration actuaries and are exogenous to the model
(Board of Trustees of the Old Age, Survivors, and
Disability Trust Fand, 1991).

PGNP—This represents the GNP implicit price
deflator, which is a measure of economywide price
inflation. It is exogenous to the model, having been
projected by the Social Security and Medicare trustees
(Board of Trustees of the Old Age, Survivors, and
Disability Trust Fund, 1991),

Price_ —This measure compares the price of the

PGNP health good or service to general inflation,
that is, it reflects sector-specific price inflation. It
captures demand-pull inflationary pressures such as
changes in income or insurance status. It also captures
supply-push factors such as differential productivity and
wage growth and provider-pricing strategies.

Ua—This is a factor that reflects the effect of the
age-sex composition of the population on use of that good
or service. For example, as the proportion of the
population 75 years of age or over increases, we can
expect to see greater use of nursing home care, even in
the absence of any other changes. The construction of
this factor, which is exogenous, has been described
elsewhere (Arnett et al., 1986),

il —This factor captures use per capita

Pop X Ua  other than that generated by
demographics. The specific measure varies by type of
service. For example, inpatient days are used to project
hospital inpatient expenditure, and outpatient visits are
used to project hospital outpatient expenditure.

Ra—This term captures the effect of the age-sex
composition of the population on the intensity of service,
that is, on expenditures per unit of use, net of price
effects. As with the term **Ua,”" this factor is exogenous,
and its construction is similar to that of the age-sex use
factor as well.

, £ , —This term is a residual. It
Price X Util X Ra  reflects intensity net of age and

sex effects and might be called ‘“*real expenditure per unit
of service.”’ It incorporates the effects of changes in
technology and in the mix of procedures performed
during the unit of service. It also reflects changes in
regulations or policies that affect the quantity and quality
of resources used to produce a unit of service. Like any
residual, this term also reflects the accumuiation of
measurement errors, as well as the effects of all other
factors not specifically or implicitly identified elsewhere.

Macroeconomic and other
exogenous assumptions

The economy

The U.S. economic outlook to the year 2000 is
characterized by low inflation and modest growth rates in
real output (Table 1}. The economy is projected to
recover from its recession in mid-1991, with real GNP
growth increasing from -0.1 percent in 1991 to
3.1 percent in 1992. Real growth rates then eventually
stabilize at about 2.2 percent in the second half of the
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Table 1

Macroeconomic assumptions used to project national health expenditures:
Selected years 1965-2000

Gross national product

Population in thousands

Current dollars 1982 dollars in Implicil price 65 years of 75 years of
Year in billions billions deflator Tolal age or gver age or over
Historical
1965 $705 $2,088 338 203,990 19,068 6,904
1975 1,598 2,695 59.3 224,653 23,228 9,103
1980 2,732 3.187 85.7 235,252 26,125 10,413
1985 4,015 3.619 110.9 247,166 29,023 11,972
1989 5,201 4,118 126.3 256,995 1415 13,205
Projections
1990 5,463 4,156 1315 259,573 31,995 13,516
1991 5,650 4,152 136.1 262,102 32,527 13,827
1992 6,045 4,282 141.2 264,630 33,039 14,156
1995 7,284 4,598 158.4 271,875 34,402 15,187
2000 9,865 5,118 192.7 282,889 35,662 17,035

SOURCE: Board of Trustees of the Oid Age, Survivors, and Disability trust funds: The 1991 anaual report of the board, pursuant to section 201{c)(2) of the

Social Security Act as amended. Social Securily Administration, May 1991,

decade. Price inflation (measured by the implicit price
deflator for GNP) falls from 4.1 percent in 1990 to

3.5 percent in 1991, before rising gradually to

4.0 percent in 1996 and thereafter. Nominal (current-
dollar) GNP therefore reaches a steady 6.2-percent
growth rate after the economy recovers from the current
business cycle.

The slower growth of real output paraliels forecasts of
slower civilian labor force growth in the 1990s, as the
rate of growth of the working-age population falls and the
labor force participation rate (which has increased steadily
since the 1960s) levels off. For the 1990s, our projections
incorporate average real GNP growth of 2.1 percent, as
opposed to 2.7 percent in the 1980s and 2.8 percent in
the 1970s. Similarly, inflation in the 19905 will average
3.9 percent, compared with 4.4 percent in the 1980s and
7.4 percent in the 1970s.

Demogréphic change

The total U.S. population is projected to increase about
0.9 percent per year in the 1990s, slowing slightly from
the 1.0-percent rate in the 1980s (derived from Table 1).
Social Security Administration actuaries project that the
population 65 years of age or over will increase
1.1 percent per year and that the population 75 years of
age or over will increase 2.3 percent per year in the
1990s (Board of Trustees of the Old Age, Survivors, and
Disability Trust Fund, 1991).

The aging of the population is frequently cited as a
major factor in the growth of health care expenditures,
but such is not yet the case. Although it is true that
changes in demographics will have an effect on spending,
the impact is relatively small during the projection period.
People 65 years of age or over spend an average of four
times as much on health care as do those under the age of
65 (Waldo et al., 1989), but the proportion of the
population 65 or over is projected to increase only
slightly during the 1990s, from 12.3 percent in 1990 to
12.6 percent in 2000. Using age-sex indexes described in
a previous article (Amett et al., 1986), we estimate that
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changes in the age-sex composition of the population will
contribute only 4.6 percent to the 147-percent increase in
total personal health care expenditures from 1990 to
2000,

The biggest influence of demographic change will not
occur until well into the next century, when the baby
boom generation enters the cohorts of 65 years of age and
over. After 2015, the aged proportion of the population
increases rapidly, reaching 20.4 percent by 2030.

Although the contribution of demographic change to
total growth during the next 10 years is small, the impact
is not uniform across all services (Table 2). The age-sex
factor adds only about one-half of 1 percent per year to
the use of inpatient hospital services and actually has a
negative effect on the growth in intensity (cost per day is
lower for aged patients). The impact on physician
expenditures is also small, adding only 0.2 percent a year
to its growth. However, an increase in the 1990s of the
proportion of the population that is 75 years of age or
over has a fairly large effect on the services used by the
very old, primarily nursing home and home health

Table 2

Effects of the age-sex composition of the
population on growth in personal health care
expenditures, between 1990 and 2000, by
selected type of service

Percent
diference
Personal health care 4.6
Hospitai inpatient care 5.1
Hospital oulpatient care 2.2
Physician services 23
Dentist services 1.2
Other professional services 126
Home health care 214
Drugs and medical non-durables 48
Nursing home care 134

NOTE: Figures reflect how much higher expenditure is projected o be in
the year 2000 than it would have been in the absence of demographic
change in the population after 1930.

SOURCE: Health Care Financing Administration, Office of the Actuary: Data
from the Office of National Health Statistics.



Table 3

Historical estimates and projections of the number of active physicians and dentists as of December 31:
Selected years 1965-2000

Active physicians
Doclors of

Year Total Medical doctors osteopathy Dentists
Historical

1965 288,700 277,600 11,100 95,990
1975 384,400 370,400 14,000 112,450
1980 457,500 440,400 17.100 126,200
1985 534,457 512,849 21,608 140,700
1989 587,454 560,937 26,517 148,300
Projections

1990 601,060 573,310 27,750 149,700
1991 614,300 585,400 28,900 152,000
1992 627,300 597,200 30,100 152,000
1995 664,700 631,100 33,600 154,000
2000 721,600 682,120 39,480 154,600

SOURCE: {Bureau of Health Professions, 1920); unputiished data from the Bureau of Health Professions: Data developed by the authors.

services. The age-sex factors add 1.3 percent to the
average annual growth of these services during the
period.

Health professions manpower

Our model incorporates exogenous estimates of health
manpower made by the Public Health Service (Table 3).

The rate of growth in the number of physicians will
slow in the 1990s but will remain considerably above the
rate of population growth. Thus, the number of
physicians per person will continue to increase in the next
decade (Table 3).

The rate of growth of the number of practicing dentists
fell considerably in the late 1980s, and Public Health
Service analysts expect that decline to continue in the
1990s. The number of dentists per capita will begin
falling in the early 1990s, although the absolute number
of active dentists will actually peak just before the year
2000 before declining (Bureaw of Health Professions,
1990).

Projection results: Types of service

National health expenditures

With the impetus imparted by current laws and
practices, NHE will rise to $1.6 trillion in the year 2000,
an amount equal to 16.4 percent of that year's GNP
(Figure 1). The projected percentage of GNP accounted
for by health spending at the end of the century is higher
than the 15.0 percent figure reported in the most recent of
a series of projections articles produced by the Health
Care Financing Administration (Division of National Cost
Estimates, 1987). In part, this reflects a higher level of
projected health expenditures: The $1.6 trillion is
5.5 percent higher than our projection made 4 years ago.
In addition, the projected GNP incorporated in this model
is 3 percent lower than our previous projections.

During the 1990s, an increasing share of NHE will be
spent for hospital and physician services (Figure 2).

Driven by that shift, Medicare and Medicaid will account
for an increasing share of total spending as well, because
the bulk of Medicare expenditures, and almost one-half of
Medicaid’s, are devoted to those services.

NHE is projected to increase at an average rate of
9.2 percent from 1990 to 2000, reflecting changes in
prices, population, and consumption per capita (Table 4).
The overali growth rate is lower than the 12.8-percent
average for the 1970s and the 10.4-percent average for
the 1980s, mostly because of a projected abatement of
price inflation.

In real terms, NHE growth during the last decade of
the century is projected to be close to that of the 1980s,
at least in aggregate. *‘Real NHE™ is found by stripping
individual service components (hospital care, physician
services, etc.) of their own price inflation and summing
the resulting figures. Measured thus, it follows that
change in real NHE per capita reflects change in
“‘quantity’’ per capita (an amalgamation of contacts per
person and intensity per contact). We project reat NHE
growth to average 3.8 percent per vear from 1990 to
2000, compared with an average rate of 4.8 percent in
the 1970s and 3.7 percent in the 1980s. Real growth will
vary by type of service, and those variations are
discussed later in this article.

We have projected slower health price inflation during
the 1990s than had been the case in previous decades.
The implicit deflator for health, defined as the ratic of
nominal and real NHE, measures price inflation and shifts
in use between high-price and low-price services. In our
scenario, this deflator increases at an average rate of
5.2 percent between 1990 and 2000; the comparable
figures for the 1970s and the 1980s were 7.7 percent and
6.5 percent, respectively. As with real growth, price
inflation is projected to vary by type of good or service
under consideration.

Using the growth rates just discussed, one may
conclude that about one-third of the growth in NHE
per capita between now and the end of the century will
be attributable to quantity changes and the remainder to
price inflation. Population growth will average
0.9 percent per year, a rate very close to that of the
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Figure 1

Percent change in national health expenditures (NHE) and gross national product (GNP), and NHE as a

percent of GNP: 1966-89 and projections 1990-2000
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SQURCE: Health Care Financing Administration, Offica of the Actuary: Data from the Office of National Healih Statistics.
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Figure 2
The Nation's health dollar—sources and destinations: 1991, 1995, and 2000

1991 1995 2000
Where it came from ' Where it came from Where it came from
Other government Other government Other government
Outof-pock programs  14% programs  14% programs  13%
ut-of-pocket
Medicaid 12% .

payments 20% : ° Out-of-pocket B8, Medicaid 14%  Out-of-pocket Medicaid  15%

; payments 19% / payments 18%

Other private &5 Other private

Other private 4% 4%
4% Medicare 17% Medicare 17% Medicare 19%
Private health Private health Private health
insurance 33% insurance 32% insurance 31%
Where it went Whoere it went Where it went
Nursing home care 7% Nursing home care 7% Nursing home care 7%
Physician services Physician services : Physician services 3
20% 21% - 22%
Hospital care Hospital care Hospital care
39% 4% 1%
Other personal Other personal Cther personal

health care  22% health care  21% health care  20%
Other spending Cther spending Other spending
129% 1% 10%

MOTES: Other private includes industrial inplant health sorvices, non-pationt revenues, and privately financed construction. Other parsonal health care includes dental, oiber private professional services, home health
carg, drugs and other non-durable medical products, and vislon products and other durable medical products. Other spending covers program administration and the net cost of private health insurance, governmment
public health, and research and construction.

SOURCE: Health Care Financing Administeation, Ofifice of the Actuaty: Data from the Office of National Health Statistics.




Table 4

Average annual growth of nominal and real national health expenditures (NHE) and gross national
product (GNP), of implicit price deflators for NHE and GNP, and of the opportunity cost of NHE:
Selected periods, 1965-2000

National health expenditures

Grogs hational product Non-health care

GNP price Opportunity
Period Nominat Real Price Nominal Real Price deflator cost
Average annual growth
1965-70 12.3 8.7 53 7.6 3.0 4.5 4.4 75
1970-75 123 5.3 6.7 9.5 2.2 71 7.2 48
1975-80 13.4 4.3 8.7 11.3 34 7.6 75 54
1980-85 11.0 3.3 7.5 8.0 2.6 5.3 5.1 5.7
1985-90 9.8 4.0 5.5 4 2.8 34 32 8.5
1990-95 9.8 4.3 5.3 9 2.0 38 35 6.1
1995-00 85 34 5.0 3 2.2 4.0 38 4.6
1965-75 123 6.0 6.0 5 26 5.8 58 6.2
1975-85 12.2 38 8.1 B 3.0 6.5 6.3 5.5
1985-95 98 4.2 5.4 A 2.4 3.6 3.3 6.3
1970-80 128 4.8 7.7 .4 2.8 7.4 74 5.1
1980-90 10.4 3.7 8.5 72 2.7 4.4 4.1 6.1
1990-00 8.2 38 5.1 6.1 2.1 3.9 36 54
Average annual growth per capita
1965-70 11.2 56 - 65 1.9 — — 6.4
1970-75 11.3 4.4 _ 8.5 1.3 — - 38
1975-80 123 3.3 — 10.3 25 — -_ 4.5
1980-85 g9 23 — 6.9 1.6 — —_ 4.6
1985-90 87 3.0 — 5.3 1.8 — — 5.4
1990-95 8.8 3.4 — 4.9 1.1 — — 5.1
1995-00 77 2.5 —_ 5.4 1.4 — —_ 38
1965-75 11.2 5.0 — 75 1.6 — —_ 5.1
1975-85 11.1 28 8.6 20 45
1985-95 88 32 — 51 1.4 - 5.3
1970-80 11.8 3.8 — 9.4 1.9 — —_ 4.2
1980-90 9.3 2.7 — 6.1 1.7 — — 5.0
1990-00 8.3 3.0 -_ 5.2 1.2 — — 45

NOTE: Oppotiunity cost is defined to be nominal national health expenditures divided by the implicit price deflator for non-health gross nationa! product.
SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Health Siatistics,

1970s and 1980s. The balance between real growth and
price inflation is also similar to that posted for those
decades.

In addition to examining growth in nominal and real
NHE, it is useful to look at changes in the real
opportunity cost of that expenditure. Recall that changes
in real NHE reflect changes in the amounts and intensity
of health goods and services purchased. The real
opportunity cost of expenditure measures the flip side of
that coin: the amount of non-health goods and services
that the Nation could have purchased with the dollars
spent on health care. This measure is found by dividing
nominal health care expenditure by the implicit price
deflator for non-health GNP, and it is projected to grow
5.3 percent per year between 1990 and 2000. Put in other
words, the Nation is projected to spend enough in the
1990s to increase its consumption of health goods and
services 3.8 percent per year (real NHE). However, the
size of the bundle of non-health goods and services that it
could have purchased instead (real epportunity cost} is
projected to increase 5.3 percent per year. This rate is
similar to the 5.1-percent rate of the 1970s and lower
than the 6.1-percent rate of the 1980s.
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Personal health care expenditures

Assuming the continued influence of current laws and
practices, expenditures for personal health care are
projected to reach $957 billion in 1995 and
$1.456 rillion in 2000. Personal heaith care expenditures
{PHCE) comprise spending for those goods and services
used to treat individual patients. PHCE excludes
administration expenses, research, construction, and other
types of spending that are not directed at patient care.
The dollar values mentioned above imply an average
annual growth rate of 9.5 percent during the 1990s,
compared with 12.9 percent in the 1970s and
10.4 percent in the 1980s.

Our scenario shows a slight shift in the composition of
spending for personal health care toward ambulatory
services and away from inpatient care (Table 5). In 1990,
community hospital outpatient revenues accounted for
8.7 percent of PHCE, and spending for physician services
accounted for another 22.5 percent. By the end of the
century, we project that hospital outpatient care will
account for 12.8 percent of PHCE, and physician services
will account for 24.8 percent. During the same period of



Table 5
Percent distribution of personal health care expenditures, by type of service: Selected years 1980-2000

Projected
Type of expenditure 1985 1990 1995 2000
Percent distribution

Total 00.0 100.0 100.0 100.0 100.0
Hospital care 46.9 457 43.7 44.5 44.9
Community inpatient revenue Nn.7 30.8 281 26.5 26.3
Community outpatient revenue 48 6.3 8.7 11.4 12.8
Other hospital care 10.5 8.7 7.0 6.6 5.9
Physician services 19.2 201 22.5 23.6 24.8
Dental services 6.6 63 5.7 49 4.3
Other professional services 4.0 45 5.2 54 52
Home health care 0.6 1.0 1.1 1.3 1.3
Drugs and other medical non-durables 9.2 38 8.2 7.1 6.3
Vision products and other medical durables 2.3 23 24 21 2.0
Nursing home care 9.2 9.3 &1 9.0 9.0
Other personal health care 2.1 1.9 2.0 2.2 23

NOTES: Columns may not add to totals because of rounding. Non-patient revenues of community hospitals are included in “other hospital care.”
SOURCE: Health Care Financing Admirmistration, Office of the Actuary: Data from the Ofiice of National Heaith Statistics.

time, other hospital revenues (including non-patient
revenues) will decline as a share of total spending, from
35.0 percent in 1990 to 32.1 percent in 2000. Driven by
demographic pressures, spending for nursing home care,
home health services, and other professional services will
maintain their respective shares of the total.

Reflecting the growth of spending for physician
services, we also project a strong shift toward
government financing of PHCE. Medicaid’s share of the
total will grow from 12.1 percent in 1990 to 16.1 percent
in 2000, a trend that is visible across the spectrum of
services. Medicare will also increase in importance,
especially in its role of paying for physician services.
During the 1990s, the private share of PHCE will shrink
from 59.1 percent to 53.6 percent, reflecting the
increased share accounted for by government programs.

To understand the trends in consumption and financing
of personal health care, it is important to study the
individual types of goods and services that comprise the
total. The following sections contain a discussion of the
major components of expenditures.

Hospital care

We project that expenditures for hospital care will
reach $425 billion in 1995 and $654 billion at the end of
the century. Average annual growth slightly faster than
that of the rest of NHE results in hospital care consuming
a larger share of the NHE pie in the year 2000:

40.5 percent of the total compared with 38.5 percent in
1989. During the course of the decade to come, current
laws and practices suggest that government programs,
especially Medicaid, will finance a larger share of total
hospital spending than had been the case in the past.
Qut-of-pocket expenditures and private heaith insurance
benefits will decline as a percent of the total.

In making our projections of hospital expenditure, we
divided that category into five parts. Two parts reflect the
inpatient and outpatient revenue of community
hospitals—short-term, non-Federal hospitals open to the
public, which account for three-quarters of all hospital
beds. (The other parts, which reflect activity in

non-community hospitals and in Federal hospitals, and
community hospital non-patient revenues, are not
discussed in detail here.)

Community hospital inpatient revenue

Between 1990 and 2000, inpatient revenue of
community hospitals is projected to grow at a rate slightly
faster than that seen during the previous decade. This
roughly similar growth is the result of offsetting changes
in the growth of inpatient days and of inpatient intensity,
as the relative price of care is projected to grow at rates
comparable 1o those of the past decade (Figure 3).

Medicare’s prospective payment system (PPS) and
concurrent private and government cost-reduction
measures had a profound effect on the growth of
community hospital inpatient revenues after 1980. Annual
growth of revenues decelerated rapidly between 1980 and
1985, from a high of 18 percent to a low of 4 percent.
The average annual rate for the period was 10.3 percent.
After 1985, nominal growth rates accelerated, reaching
8.7 percent in 1990, but even that rate was scarcely
one-half the average posted prior to 1980. Our projection
is that growth will change very litde through the end of
the century.

A substantial part of the growth in inpatient revenue
will continue 1o be general price inflation, but the decline
in inpatient days per capita will reverse itself. Change in
the GNP deflator has accounted for about one-half of the
growth in inpatient revenue since 1980 and is projected to
continue to do so in the future. The differential between
hospital prices and prices in general is projected to stay at
roughly historical levels as well. However, we project
that the 9-year decline in inpatient days per capita will be
reversed beginning in 1991. Medicare actuaries predict
strong growth in days of care for people 65 years of age
or over, as the industry completes its adjustment to PPS.
Aging of the elderly population should contribute between
one-quarter and one-half of 1 percent per year to growth
throughout the decade. The growth of days per capita for
the population under the age of 63 is projected to begin
midway through the decade. That annual growth will be
boosted by an age-sex factor the contribution of which
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Figure 3

Annual change in use, intensity, and deflated price of expenditures for community hospital inpatient
services: 1966-2000
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rises from one-guarter of 1 percent per year early in the
decade to three-quarters of 1 percent per year by decade
end.

At the same time that growth in days per capita
accelerates, growth in inpatient intensity decelerates,
During the last 25 years, there has been a gradual (if
intermittent) deceleration of growth in this factor, and
that trend is projected to continue into the next decade.

Community hospital outpatient revenue

Growth of community hospital outpatient revenue is
projected to continue to subside over the next 10 years.
That decline in growth can be traced to both use of
outpatient services and the intensity of that use
(Figure 4). .

Just as PPS and other hospital cost-reduction measures
affected use of inpatient services in the mid-1980s, they
affected use of outpatient services as well. Throughout
the 1970s, the number of outpatient visits per capita had
been growing, but the rate of change had dropped
steadily, stabilizing at about 1 percent per year in the
early 1980s. The introduction of inpatient cost
containment resuited in a surge in outpatient visits
beginning in 1985, as hospitals responded to changed
incentives by shifting much pre-admission testing and
many procedures to an outpatient setting. The rate of
growth began to decline again after 1986 and is projected
to continue to decline through the end of the century,
reaching an annual rate of | percent by the year 2000.

We also project that outpatient intensity will grow at
diminishing rates over the next 10 years. The previous
25 years have been characterized by accelerating growth
in intensity, although the rate of acceleration dropped to
or below zero in the mid- to late 1980s. We have
projected a deceleration in the 1990s, tapering the growth
of intensity to just over 2 percent per year by the end of
the decade.

In the absence of a good time-series price for
outpatient services, we have used the same price measure
as for inpatient services. Any differential price changes
will be reflected in the outpatient intensity measure
already discussed. About one-half of the growth in
cominunity hospital outpatient revenues is attributable to
price inflation, mostly general inflation. Growth in use
and intensity, which is strong relative to growth of
inpatient services, accounts for most of the rest of
nominal expenditure growth.

Physician services

National spending for physician services is projected to
be $226 billion by 1995 and $360 billion by the
year 2000. This growth rate for the 1990s is slightly
slower than in the 1970s or 1980s.

General price inflation accounts for slightly more than
one-third of the projected increase in physician spending
over the next 1Q years. The prices that physicians charge
in excess of the general inflation rate are expected to
comprise less than one-tenth of the growth in the next
decade, in part because Medicare s forecasting only slow
growth in its allowable fees.
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Demographic factors play a fairly small role in our
projection of physician expenditures. Population change
itself will account for less than one-tenth of the projected
growth. The aging of the population does not add much
to the use or intensity of physician services, partly
because the baby boom does not mature into the higher
use ages until the next century and partly because the
increase in utilization with age is not as dramatic in the
case of physician services as it is for hospitals and
nursing homes.

Aside from price inflation, most of the growth in
expenditures for physician services has been in intensity.
Use of physician services, as measured by office and
hospital visits, has changed little in the past two decades,
and, in our projections, it grows only slowly in the
future. Such is not the case with intensity. Intensity
measures the increase in the number and quality of such
items as lab tests, radiology for diagnosis and treatment,
more complex operative procedures, etc. It has risen
steadily in the past and is projected to constitute about
one-third of the growth in spending for physician services
by 2000,

Nursing home care

Nursing homes included in this projection consist of
skilled nursing facilities, intermediate care facilities, a
large number of homes with both certifications, some
homes with neither certification, and some intermediate
care facilities for the mentally retarded (ICF/MR).
{Certification levels refer to Medicare or Medicaid
certification.) Expenditure for this type of care is
projected to reach $86 billion in 1995 and $131 billion
in 2000.

We project that use of nursing home services will
continue to grow less than would be predicted by age-
sex-specific use patterns. In part, this is attributable (o a
bed supply that has grown less rapidly than has the
population most at risk. It also is attributable to a trend
toward deinstitutionalization of ICF/MR patients. And, in
part, it is attributable to a preference on the part of
patients and payers for altemative modes of long-term
care that are both economical and acceptable to users,

Medicaid pays and will continue to pay about
45 percent of the costs of nursing homes. Approximately
another 43 percent is paid directly by the patient or the
patient’s family. The remaining costs are spread among
several payers, Of great interest is whether private
tnsurance in either its present form or some modification
will meet a significant portion of the cost in the 1990s,
helping some private payers budget for these costs and
providing relief for the public programs.

Drugs and other non-durable goods

Total expenditures for drugs and sundries have grown
at remarkably stable rates over the last 25 years—average
annual growth rates of drug expenditures for S-year
periods from 1965 to 1990 have not been lower than
8.1 percent nor higher than 10 percent. Yet this stability
masks some dramatic changes in the composition of that
expenditure—price increases as opposed to quantity
increases.
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Figure 4

Annual change in use, intensity, and deflated price of expenditures for community hospital outpatient
services: 1966-2000
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Prescription drug prices have followed a different
pattern than have prices in general. They fell uniformly
from the 1960s through the mid-1970s relative to overall
price levels in the economy. From the mid-1970s through
1981, they grew at about the same rate as overall prices,
and since then they have grown much more rapidiy than
have general prices.

The pattern for prescription quantity (expenditures
adjusted for price change) is the mirror image of that for
price, but less pronounced. During the 1960s and early
1970s, volume increased significantly more rapidly than
real GNP. Real spending grew more slowly than did real
GNP beginning as early as the late 1970s and especially
after 1982,

During the 1990s, we project that relative price
inflation will account for less of the growth in
expenditure for drugs and non-durable goods than has
been the case since the early 1980s. Growth of the
relative price of goods in this category will slow during
the 1990s from 4 percent in 1990 to 1 percent in 2000.
Real spending per capita, although continuing to fall, will
do so at diminishing rates and will in fact begin to grow
slightly by the end of the decade.

Other categories of personal health care
Dentist services

Expenditures for dentist services are expected to be
$63 billion in 2000, up from 331 billion in 1589. We
project an average annual growth rate for dentist
expenditures of 6.4 percent in the 19%0s, down from
8.9 percent in the 1980s and 11.9 percent in the 1970s.
This reduced rate of growth in the 1990s reflects a
forecast of prices increasing 1.8 percent per year faster
than the general inflation rate, and slightly negative
growth in real (inflation-adjusted) per capita services.
The projected number of practicing dentists will peak in
1999 and actually decline slightly in 2000.

It is widely assumed that past increases in private
health insurance coverage of dental services have
supported higher dental expenditures despite advances
in preventive dental care. We project private health
insurance to finance a smaller share of total dental
expenditures in the 1990s, reversing the trend toward
increasing insurance expenditure shares from 1965 to
the present.

Home health care

In our scenario for the 1990s, recent rapid increases in
Medicaid spending for home health care are projected to
continue, only slightly abated, through the coming
decade. Medicaid spending for home health care was
almost $2 billion in 1989 and is projected to reach
$5.1 billion in 1995 and $9.7 billion in 2000. State
Medicaid programs have been using additional flexibility
granted by Congress to attempt to meet the demand for
long-term care services that, in the past, have been
provided almost exclusively by nursing homes under the
Medicaid program. It was intended that the additional
tlexibility in designing long-term care solutions would
result in cost savings and also more satisfactory programs
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for the aged and disabled who depend on Medicaid for
their long-term care needs.

Medicare is anticipating continued growth in its home
health outlays at a slower rate than Medicaid. The
Medicare benefit is closely circumscribed to be an acute
care benefit intended to substitute for more expensive
acute institutional care in hospitals and skilled nursing
facilities.

Most surveys have noted a very large demand for home
health care, some of it met by public or private financial
resources, much of it met by volunteers, and some of it
not met at all. Most of that care is used by the very
elderly, and some pressure on spending is already being
exerted by aging cohorts born at the beginning of this
century.

Other professional services

Expenditure growth rates for other professional services
are projected to remain moderate in the 1990s. **Other
professional services' covers spending for services of
licensed health practitioners other than physicians and
dentists and expenditures for services rendered in
outpatient clinics. Expenditures had increased more than
19 percent per year in the 1970s, a rate of increase that
slowed to 13.5 percent per vear in the 1980s. We project
annual growth rates of 9.4 percent for spending in the
19903, reflecting price increases of 1.5 percent over the
general inflation rate and real expenditure per capita
growth of almost 3 percent. Total expenditures for other
professional services will reach $75 billion in 2000, up
from 27 billion in 1989.

Private health insurance coverage for other professional
services is expected to moderate in the 1990s. As a result
of this and rapid growth in govemment programs, total
spending financed by insurance will peak at about
38 percent early in the decade and fall to less than
35 percent by 2000.

Eyeglasses and other durable goods

Expenditures for this class of goods have grown at
double-digit rates since the end of the 1982 recession.
These high growth rates were driven largely by rapid
increases in real spending. In fact, prices seem to have
grown slightly less than the GNP deflator in the 1980s.
Our projection shows continued strong growth in real
spending, but the rates of growth are moderated
somewhat from historical rates. Prices are assumed to
grow at the rate of general economy prices, so that
expenditure grows roughly 1 percent faster than GNP.

Spending for durables has a consistent cyclical pattern,
following the economy’s business cycles. Thus, spending
will be restrained in 1991 and will recover as the
economy is predicted to recover in the mid- and late
1990s.

Other personal health care

The category labeled *‘other personal health care’” in
the tables presented in this article consists of items not
definable in the usual categories or not specified by kind
by the reporting agency. Much of the spending is
financed by government, Medicaid being the largest
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payer. Total expenditures will reach almost $34 billion in
2000, up from $10.5 billion in 1989. Spending in this
category continues to increase more rapidly than GNP, as
Medicaid expenditure growth remains very high in the
1990s.

Research and construction

Expenditures for biomedical research and research on
the delivery of health care will increase at roughly the
same rate as GNP in the 1990s, reaching $22.3 billion in
2000. Construction spending will grow more slowly than
GNP throughout much of the 1990s, and will reach
$17.5 billion in 2000, up from $9.6 billion in 1989. To
project construction, we first estimated the capital stock
needed to supply our projected hospital and nursing home
services; a key variable in the determination was the
number of beds in service in the various institutions. We
then projected the level of new construction needed to
achieve that capital stock.

Projection results: Sources of funds

During the 1980s, the proportion of NHE funded by
public and private sources stabilized, with the private
sector paying just under 60 percent of the total. A gradual
shift from private to public sources is projected for the
next decade, reducing the private share to 53 percent by

the year 2000. o _
Spending for Medicare and Medicaid, the two major

sources of government financing for health, is projected

to increase as a percent of the total, The Medicare
increase is primarily the result of growth in the proportion

-of the population 65 years of age or over, especially the

cohort 75 or over, which has the highest health care
costs, The Medicaid share is projected to rise as a result
of several factors, including expanded eligibility.

Government financing

Total Federal spending for health care is projected to
grow at an average annual rate of 10.4 percent between
1990 and 2000, about the same rate as for the 1980s. We
project that Federal expenditures will reach $517.6 billion
by 2000 and finance 32 percent of NHE, up from
28.7 percent in 1990. Both the Medicare and Federal
Medicaid share of total health spending will increase
during the projection period; the share funded by other
Federal sources, mainly the Depantments of Veterans
Affairs and of Defense, is projected to decline slightly.

Although the growth in total Federal spending
represents a small increase in the share of total health
spending, it represents a sizable increase in the share of
total Federal Government spending. In 1980, federally
financed health expenditures accounted for 11.7 percent
of Federal expenditures; in 1990, the share was
13.1 percent, and it is projected to account for
24.1 percent by the year 2000 (Figure 5).

State and local government expenditures for health care
are also projected to rise both as a share of NHE and as a
share of total State and local government spending.
Driven primarily by projected increases in Medicaid

Figure 5
Government expenditures for health as a percent of total government expenditures: 1965-97
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spending, State and local government expenditures are
projected to grow from $89.4 billion in 1990 to
$238.9 billion in 2000. This results in an increase of
1.6 percent in the State and local share of NHE, and a
6.7-percent increase in health’s share of their budget
(Figure 3).

Medicare

Medicare’s HI and SMI programs are projected to
account for $182.3 billion of health expenditures in 1995
and for $302.8 billion in 2000. These sums represent an
increasing share of total NHE: After remaining relatively
stable between 16.5 percent and 17.0 percent of total
spending through 1995, Medicare’s share of total
spending is projected to rise to 18.7 percent by the end of
the decade.

Outlays for physician services will consume an
increasing amount of Medicare payments. Accounting for
27.6 percent of the Medicare budget in 1990, these
payments will rise to 32.6 percent by the year 2000,

Effective January 1, 1992, Medicare will begin paying
physicians on the basis of a resource-based relative value
scale (RBRVS) that is intended to relate payment for any
service to the effort, time, and skill required by the
physician. The current payment system, based on the
lowest of actual, customary, or prevailing fees, has its
roots in the traditional charge patterns of physicians in
each geographic area, but has been medified substantially
by congressional actions over the past several years.

The RBRVS is intended to rationalize Medicare
payment levels. To help control increases in utilization
and intensity of services, a “'volume standard™’ is
promulgated annually. This volume standard is a target
growth rate for aggregate Medicare spending on physician
services. If physician spending in any year exceeds the
target, Medicare will lower a future fee scale increase, If
the spending target is exactly met, the fee scale would be
increased by the Medicare Economic Index. A bonus fee
increase can be paid if spending is less than the volume
standard,

There is great interest in how effectively this new
payment system will influence future trends in Medicare
costs and whether it will affect other payers. During the
last half of the 1980s, Medicare payments to physicians
rose more than 13 percent per year on average, in spite of
fee freezes in some years. In its most recent report, the
Board of Trustees of the Federal Supplementary Medical
Insurance Trust Fund forecasts physician increases in
excess of 10 percent per year through the year 2000
(Alternative II).

Medicare inpatient hospital costs, on the other hand,
have increased much more slowly since PPS was
instituted in fiscal year 1984, In the 5 years after 1984,
Medicare inpatient payments increased less than 6 percent
annually. In the 5 years ending with 1984, they increased
more than 15 percent annually. The Board of Trustees of
the Federal Hospital Insurance Trust Fund projects
Medicare hospital inpatient costs to increase about
10 percent annually through the year 2000 {Alternative
II). These rates are somewhat higher than in the recent
past. In part, this is because Medicare actuaries do not
anticipate a continuation of the decreases in hospital use
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that occurred following PPS. In addition, laws reducing
the increase in PPS hospital payment rates will expire in
fiscal year 1993.

(For a more detailed discussion of Medicare
projections, see the 1991 annual reports by the Board of
Trustees of the Hospital Insurance Trust Fund [1991] and
Board of Trustees of the Supplementary Medical
Insurance Trust Fund [1991].)

Medicaid

Preliminary data indicate that Medicaid spending
ballooned abruptly in 1990 following several years of
much more modest growth rates. Following the 1982
recession, Medicaid grew less than 11 percent per vear
through 1989. It appears that 1990 costs were about
20 percent above those for 1989. Most spending for acute
care services rose much more rapidly than in the recent
past and there was sizable growth in home and
community-based alternatives to long-term care.

As part of the Federal budget process, State Medicaid
programs prepare quarterly estimates of what they expect
to be spending in the current and next two fiscal years.
These planning estimates indicate that State administrators
are forecasting continued high growth through fiscal year
1992,

The reasons for this upturn in spending are not yet well
understood, and thus it is difficult to foresee what it
implies for the longer term. The current recession
probably plays some role. Also, Congress has expanded
eligibility somewhat in recent years. Providers in some
States have brought successful court cases to increase
reimbursement levels. In short, there are many plausible
explanations, but so far a shortage of evidence to quantify
the effects of most of them.

In light of this uncertainty, our projections follow a
middle course. Aggregate Medicaid growth averages
15.5 percent per year through 1995, bringing outlays to
$154.1 billion. During the last half of the decade, the
average annual growth slows to 9.6 percent, so that
spending in the year 2000 is projected to be
$243.8 billion.

Private financing

Private expenditures for health care are projected to
reach $859 billion by 2000, financing 53.2 percent of
NHE. For the 1990-2000 period, private health
expenditures are projected to grow at an average annual
rate of 8.2 percent, slower than the 10.5-percent rate of
the previous 10-year period, and slower than the
projected rate of growth for total NHE.

Private health insurance premiums, which make up
about one-third of NHE and 60 percent of total private
funding, are projected to more than double in the next
10 years, from $222.5 billion to $507.7 billion. The
proportion of personal health care paid for by private
health insurance benefits is projected to decline skhightly
during this period, reversing the trend of the past
10 years, mostly as a result of more rapid relative growth
in public payments.

Out-of-pocket payments for health care are projected to
increase to $290.9 billion by the wrmn of the century. The
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out-of-pocket share of PHCE is projected to continue its
decline from 26.8 percent in 1980, through 23.4 percent
in 1990, to 20.0 percent by 2000,

Expenditres of other private funds (which include
non-patient revenues of hospitals and nursing homes,
spending for industrial inplant services, and so on) are
projected to reach $61.6 billion by 2000 and account for
3.8 percent of all health spending, including research and
construction,

During the past 25 vears, there has been a continuous
shift from out-of-pocket to private health insurance
spending for personal health care. However, this shift is
projected to slow during the projection period, resulting
in an increase in the insurance share of NHE of only
2 percent, compared with its 5.2-percent share increase
during the 1980s.

This projected slowing in the growth of private health
insurance is the result of several factors: an increase in
the number of uninsured and underinsured people because
of the recent recession; the prohibitive cost of purchasing
private health insurance by small employers and
individuals; and reductions in retiree health care coverage
as a result of the implementation of the Financial
Accounting Standards Board regulations requiring
employers to show future retiree health care costs as a
liability on their financial statements.,

There also is evidence that employers plan to require
employees to pay higher deductibles and copayments and
to reduce or eliminate supplemental benefits such as
dental and prescription drug coverage in an attempt to
control the escalating costs of providing health benefits to
employees.

Summary

Health care expenditures have grown more rapidly than
has the rest of the economy during the past 30 years,
much of which is attributable to natural factors. Rising
income levels, the introduction of new services and new
technologies, and changes in the social and demographic
composition of the population have all contributed to
growth in spending for health. Reimbursement practices,
perverse incentives created by the financing system, and
market failures caused by lack of consumer information
have played a part as well.
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It is clear that at least some of these factors will
continue to operate in the future. Real GNP per capita
will continue to grow, although more slowly in the
longrun than has been the case in the recent past. The
aging of America’s population will serve to raise the
demand for health care, although the effect will be fairly
trivial through the next 30 years. Also, there is no reason
to doubt that new technologies and new services will
continue to be introduced, althongh when and where is
open to debate. Whether perverse incentives to consime
care continue into the future is a policy issue to be
resolved.

To assist that resolution, we have shown how health
care spending would grow in the next 10 years under
current law and current practices. Our scenario, however,
is only one of an almost infinite number of different
scenarios (some more plausible than others) describing
the effects of current law and current practice. Each
scenario embodies a different set of assamptions about
the shape of things to come. For example, extension of
our scenario through the year 2030 yields a level of NHE
equal to 26.1 percent of the GNP. In testimony before
Congress, the director of the Office of Management and
Budget suggested that, in the absence of change, health
care spending would reach 17 percent of GNP by 2000
and 37 percent by 2030. Even were we to reduce
differential price growth to zero immediately and to
permit combined use and intensity to grow no more
rapidly than real GNP per capita, we would still have a
health expenditure figure equal to 15 percent of the
2030 GNP.
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Table 6

National health expenditures aggregate and per capita amounts, percent distribution, and average
annual percent growth, by source of funds: Selected years 1965-2000

Projected
Item 1965 1975 1980 1985 1989 1990 1991 1992 1995 2000
Amount in billions
National health expenditures $416 $1329 $2491 $4201 $604.1 $6709 $7382 $809.0 $1,0727 $1,6159
Private M3 77.8 14349 2450 3509 3893 4211 457 4 5922 859.4
Public 103 55.1 105.2 1751 253.3 2816 31741 351.6 480.5 756.5
Federal 4.8 36.4 72.0 123.6 174.4 192.2 2157 23898 3248 517.6
State and local 55 18.7 33.2 515 788 854 101.4 112.8 155.7 2388
Number in millions
U.S. population’ 204.0 224.7 235.3 247.2 257.0 259.6 262.1 264.6 272.0 2829
Amount in killions
Gross national product 705 1,598 2,732 4,015 5,201 5,463 5,650 6,045 7.284 9,865
Per capita amount
National health expenditures 204 592 1,059 1,699 2,351 2,585 2,817 3,057 3,944 5712
Private 154 346 812 991 1,365 1,500 1,807 1,729 2178 3,038
Pubfic 50 245 447 708 985 1,085 1,210 1,329 1,767 2,674
Federal 24 162 306 500 679 M 823 902 1,194 1,830
State and local 27 83 141 208 307 344 ag7? 426 572 844
Percent distribution
National health expenditures 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Private 75.3 58.5 57.8 58.3 58.1 58.0 57.0 56.5 55.2 53.2
Public 24.7 41.5 42.2 41,7 19 42.0 43.0 43.5 44.8 46.8
Federal 16 27.4 28.9 29.4 289 28.7 29.2 295 303 320
State and local 13.2 14.1 13.3 12.3 13 133 13.7 13.9 14,5 14,8
Percent of gross national product
National health expenditures 5.9 8.3 9.1 10.5 11.6 12.3 131 134 14.7 16.4
Average annual percent growth from previous year shown
National health expenditures — 12.3 13.4 1.0 95 11.1 10.0 9.6 9.9 8.5
Private — 9.5 13.1 11.2 9.4 110 8.2 8.6 9.0 7.7
Public —— 18.3 13.8 10.7 97 1.2 12.6 109 11.0 9.5
Federal —_ 224 14.6 114 9.0 10.2 12.2 10.7 10.8 9.8
State and focal —_ 13.1 12.1 9.2 113 13.3 134 11.3 1.3 89
U.S. population? — 1.0 0.9 1.0 1.0 1.0 10 10 09 0.8
Gross national product — 85 11.3 8.0 6.7 5.0 34 7.0 6.4 6.3

Wuly 1 Social Security area population estimates.
NOTE: Columns may not add to totals because of rounding.
SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Health Statistics.
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Table 7

National health expenditures aggregate amounts and average annual percent change, by type of
expenditure: Selected years 1965-2000

Projected
Type of expenditure 1965 1975 1980 1985 1989 1990 1991 1992 1995 2000
Amount in billions
National health expenditures $41.6 $1329 $2491 $4201 $604.1 $6709 $738.2 $809.0 $1,0727  $1.615.9
Health services and supplies 38.2 1247 237.8 404.7 583.5 648.6 714.4 783.8 1,043 1,576.1
Personal health care 35.6 1166 2183 3672 5307 589.3 651.1 716.7 956.5 1,456.0
Hospital care 14.0 52.4 102.4 167.9 2328 2577 2854 339 425.4 654.2
Physican services 8.2 23.3 41.9 74.0 117.6 132.7 148.5 165.5 2256 360.5
Dental services 2.8 8.2 14.4 23.3 3.4 338 36.1 38.6 471 63.1
Other professional services 0.9 3.5 8.7 16.6 27.0 30.7 34.5 38.7 51.6 75.4
Home health care 0.1 0.4 1.3 38 5.4 6.5 7.5 8.5 121 18.8
Drugs and other medical
non-durables 5.9 13.0 201 32.3 44.6 48.5 51.8 55.5 67.7 91.0
Vision products and other
medical durables 1.2 31 5.0 84 135 14.3 4.9 16.1 20.0 284
Nursing home care 1.7 8.9 20.0 34.1 47.8 53.6 5a.1 64.9 85.8 130.8
Other personal health care 0.8 27 46 6.8 10.5 11.5 133 14.9 21.3 339
Program administration and net
cost of private health
insurance 1.9 5.1 12.2 25.2 353 40.5 43.3 45.9 60.8 85.3
Govemment public heatth
activities 0.6 30 72 12.3 17.5 18.8 20.0 21.2 25.8 34.8
Research and construction 35 83 11.3 154 206 2.3 23.8 252 29.6 39.8
Research? 1.5 33 54 7.8 1.0 11.7 125 13.3 16.1 22.3
Construction 1.9 5.0 58 76 9.8 10.6 113 1.9 13.5 17.5
Average annual percent change from previous year shown
National health expenditures — 12.3 13.4 11.0 95 11.1 100 9.6 99 85
Health services and supplies — 126 13.8 11.2 9.6 11.2 101 9.7 10.0 8.6
Personal health care —_ 12.6 134 11.0 9.6 11.0 10.5 10.1 101 8.8
Hospital care — 4.1 14.3 10.4 85 10.7 10.7 10.0 10.7 9.0
Physician services — 1.0 125 121 123 128 11.9 1.5 10.9 9.8
Dental services — 1.4 1.7 10.1 7.8 7.6 6.8 6.9 6.8 6.0
Other professional services — 15.0 19.9 13.8 12.9 13.6 125 121 10.0 7.9
Home health care — 21.4 27.2 233 8.7 21.4 14,7 13.7 12,5 9.2
Drugs and other medical
non-durables — 8.3 9.1 9.9 8.4 8.6 6.8 7.2 6.8 8.1
Vision products and other
medical durables — 94 101 11.0 127 6.0 4.2 7.9 7.5 7.3
Nursing home care — 19.3 15.0 11.3 89 11.8 104 9.9 9.7 8.8
Other personal health care — 12.6 "o 8.4 11.3 0.4 15.4 12.2 12,6 9.7
Program administration and net
cost of private health
insurance — 101 19.3 15.5 88 14.8 6.9 5.8 9.9 7.0
Government public health
activities — 17.0 18.9 11.3 9.2 7.5 6.1 6.3 6.7 6.2
Research and construction — 9.1 6.4 6.4 7.6 8.4 6.9 5.9 54 6.1
Research’ — 8.1 10.4 7.4 39 6.4 7.3 6.4 6.4 6.8
Construction — 9.9 33 5.4 6.1 10.1 6.4 5.2 4.3 53

Research and devetopment expenditures of drug companies and other manufacturers and providars of medical equipment and supplies are excluded from
“research expenditures,” but they are included in the expenditure class in which the product falls.

NOTE: Columns may nol add to totals because of rounding.
SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Health Statistics.
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Table 8
National heaith expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
Al Consumer Govermnment
‘private Qut-of- Private State and
Year and type of expenditure Total funds Total Pocket insurance Other  Total Federal jocal
1980 Amount in billions
National health expenditures $2481  $1439 $131.8  $584 $734 $t21  $105.2 $72.0 $33.2
Health services and supplies 237.8 139.7 1.8 58.4 734 7.8 98.1 £66.8 31.4
Personal health care 218.3 131.3 123.7 58.4 65.3 76 87.1 63,5 236
Hospital care 102.4 47.8 42.8 53 375 50 54.6 41.3 133
Physician services 419 29.2 290.2 11.3 18.0 00 12.6 9.7 3.0
Dental services 14.4 137 13.7 9.4 44 — 0.6 04 03
Other professional services 8.7 6.9 6.0 38 22 09 1.7 1.3 0.4
Home health care 1.3 04 0.2 01 01 0.1 1.0 0.8 0.1
Drugs and other medical
non-durables 201 18.5 18.5 16.0 25 —_ 1.7 0.8 0.8
Vision products and other
medical durables 5.0 44 4.4 3.9 04 — 0.6 0.5 0.1
Nursing home care 20.0 95 8.8 8.7 0.2 0.6 10.5 6.1 4.4
Other personal health care 4.6 09 — —_ — 09 3.7 2.5 1.2
Program administration and net
cost of private health
insurance 12,2 8.4 8.1 —_ 8.1 0.2 3.8 21 18
Government public health
activities 7.2 -— reer — — — 7.2 1.2 6.0
Research and construction 1.3 2 —_ — — 42 7.0 52 1.8
Research 54 0.3 — — — 0.3 5.2 4.7 0.5
Construction 58 4.0 — — — 4.0 1.9 0.6 1.3
Percent distribution
National health expenditures 100.0 57.8 52.9 23.5 295 4.8 42,2 289 13.3
Health services and supplies 100.0 58.7 55.4 24.6 309 33 4.3 28.1 13.2
Personal health care 100.0 60.1 56.7 26.8 299 35 399 291 10.8
Hospital care 100.0 48.7 41.8 52 36.6 4.9 53.2 404 129
Physician services 100.0 69.8 69.8 26.9 42.9 0.1 30.2 231 71
Dental services 100.0 95.6 95.6 65.2 30.5 — 4.4 24 1.9
Other professional services 100.0 79.9 69.3 435 258 106 20.1 149 52
Home health care 100.0 276 17.7 10.2 7.6 9.9 723 61.3 1.0
Drugs and other medical
non-durables 100.0 91.8 91.8 79.4 12.4 — 8.2 4.1 42
Vision products and other
medical durables 100.0 87.8 87.8 78.9 8.9 — 12.2 10.3 1.9
Nursing home care 100.0 47.3 44,2 43.3 09 3.4 52.7 30.7 21.9
Other personal health care 100.0 19.1 -— — — 194 80.9 54.7 26.2
Program administration and net
cost of private heafth
insurance 100.0 68.6 66.6 — 66.6 2.0 314 16.9 14.5
Government public health
activities 100.0 — — — — —_ 100.0 17.3 82.7
Research and construction 100.0 375 — _ —_ 37.3 62.5 46.2 16.3
Research 100.0 5.0 — — — 55 85.0 85.4 9.6
Construction 100.0 67.8 — — — 68.6 32.2 96 226
See footnoles at end of table.
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Table 8—Continued
National health expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
Al Consumer Government
private Qut-of- Private State and
Year and type of expenditure Total funds Total Pocket insurance Other Total Federal local
1989 Amount in billions
Natignat health expenditures $6041 $350.9 $3245 $1248 $199.7 $26.3 $2533 $1744 $788
Heallh services and supplies 583.5 J342.7 3245 124.8 199.7 182 240.8 164.8 76.1
Personal health care 830.7 3153 297.7 124.8 1729 17.6 215.4 158.4 57.0
Hospital care 232.8 108.3 96.9 127 84.2 114 124.5 92.9 31.6
Physician services 117.6 78.5 78.4 224 56.1 0.0 39.2 N8 7.4
Dental services N4 30.7 30.7 17.2 134 — 0.7 0.4 0.3
Other professional services 27.0 21.6 18.7 85 10.2 29 5.4 4.1 14
Home health care 54 1.3 10 0.6 0.4 0.3 4.1 31 0.9
Drugs and other medical
non-durables 44.6 39.3 353 323 7.0 — 53 25 2.8
Vision products and other
medical durables 13.5 11.0 11.0 9.8 1.2 — 25 2.2 0.3
Nursing home care 47.8 22,7 21.8 21.3 0.5 0.9 25.2 16.2 9.0
Other personal health care 10.5 241 — — — 21 8.4 52 33
Program administration and net
cost of private health
insurance 35.3 27.4 26.8 — 26.8 0.5 8.0 4.3 36
Government public health
activities 17.5 —_ _ —_ _ _ 17.5 21 15.4
Research and construction 20.6 8.2 — — — 8.2 12.4 9.7 2.8
Research 11.0 0.8 — — — 0.8 10.2 8.8 1.4
Construction 9.6 7.4 — — — 7.4 2.2 0.8 1.4
Percent distribution
National health expenditures 100.0 58.1 53.7 20.7 33.1 4.4 41.9 289 13.1
Health services and supplies 160.0 58.7 55.6 214 34.2 3.1 41.3 28.2 13.0
Personal health care 100.0 59.4 56.1 235 326 33 40.6 29.8 10.7
Hospital care 100.0 46.5 416 55 36.2 49 53.5 39.9 13.6
Physician services 100.0 66.7 66.7 19.0 47.6 0.0 33.3 27.0 6.3
Dental services 100.0 97.6 97.6 54.9 42,7 — 24 1.3 1.1
Other prolessional services 100.0 79.8 £9.2 315 377 10.6 20.2 15.2 5.0
Home health care 100.0 24.4 182 1.4 6.8 - 6.3 75.6 58.3 17.2
Drugs and other medical
non-durables 100.0 88.2 88.2 725 156 — 118 5.6 6.3
Vigion products and other
medical durables 100.0 81.4 81.4 72.7 87 — 18.6 16.6 2.1
Nursing home care 100.0 47.4 45.4 44.4 1.1 1.9 52.6 338 18.8
Other personal health care 100.0 19.6 — —_ — 19.6 80.4 49.3 A
Program administration and net
cost of private health
insurance ) 100.0 77.5 76.0 —_ 76.0 1.5 225 12.3 103
Govemment public health
activities 100.0 — — — — — 100.0 11.9 88.1
Research and construction 100.0 9.7 — — — 397 80.3 46.8 135
Research 100.0 7.1 — -— — 7.1 923 80.3 126
Construction 100.0 76.7 —_ — — 76.7 23.2 8.7 14.5
See foptnotes at end of table.
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Table 8—Continued
National health expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
Al Consumer Government
private Qut-of- Private State and
Year and type of expenditure Total funds Total Pocket insurance Other Total Federal local
1990 Amount in billions
National health expenditures $670.9 $389.3 $3601  $137.7 2225 $20.2  $281.6 $192.2 $89.4
Heaith services and supplies 648.6 380.3 3601 137.7 2225 20.2 268.3 182.0 86.4
Personal health care 589.3 348.4 3289 137.7 191.2 19.5 240.9 1752 65.7
Hospital care 257.7 1186 106.1 136 92.5 12.5 139.1 102.5 36.6
Physician services 132.7 88.4 883 25.4 63.0 0.0 44.3 357 8.6
Dental services 33.8 32.9 329 18.5 14,4 — 0.9 0.5 0.4
Other professional services 30.7 244 211 9.5 116 3.2 6.3 47 1.6
Home health care 6.5 1.7 1.2 0.8 0.5 0.4 4.9 38 11
Drugs and other medical
non-durables 48.5 423 423 34.9 7.4 —_ 6.2 3.0 3.1
Vigion products and other .
medical durables 14.3 11.6 11.6 104 1.2 — 27 24 03
Nursing home care 53.6 26.3 25.2 24.6 0.6 1.1 27.3 16.9 10.3
Other personal heatth care 115 2.2 — — — 2.2 9.3 5.7 36
Program administration and nel
cost of private health
insurance 405 319 3z — 3z 0.6 8.7 4.6 4.1
Government public health
activities 188 — — — — — 18.8 2.2 166
Research and construction 223 8.0 — — — 9.0 13.2 10.3 3.0
Research 1.7 0.8 — — —_ 0.8 109 9.4 1.5
Construction 10.6 8.2 — — — 8.2 2.4 0.9 1.5
Percent distribution
National health expenditures 100.0 58.0 53.7 20.5 33.2 4.4 42.0 28.7 13.3
Health services and supplies 100.0 58.6 5.5 212 34.3 34 4.4 28.1 133
Personal health care 100.0 59.1 658 234 325 3.3 40.9 29.7 1.4
Hospital care 100.0 45.0 4.2 53 359 4.9 54.0 39.8 14.2
Physician services 100.0 66.6 66.6 19.1 47.5 0.0 334 26.9 6.5
Deantal services 100.0 97.4 974 54.9 42.6 — 2.6 1.4 1.2
Other professional services 100.0 79.4 689 309 379 10.6 206 15.4 52
Home health care 100.0 25.3 189 1.7 7.1 6.5 74.7 58.1 16.5
Drugs and other medical
non-durables 100.0 87.3 87.3 72.0 1583 —_ 12.7 6.3 6.5
Vision products and other
medical durables 100.0 809 80.9 723 8.6 —_ 19.1 17.0 2.0
Nursing home care 100.0 49.1 471 459 1.2 2.0 50.9 316 19.3
Other personal health care 100.0 19.4 — - - 19.4 80.6 49.2 N5
Program administration and net
cost of private health
insurance 100.0 78.7 771 —_ 77.1 1.6 213 11.2 10.1
Govemment public health
activities 100.0 — — — — — 100.0 11.7 88.3
Research and construction 100.0 406 — — — 406 594 48.1 133
Research 100.0 7.0 — — ~— 7.0 93.0 80.2 12.7
Conslruction 100.0 775 - — —_ 77.5 225 85 140

See footnotes at end of table.
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Table 8—Continued
National health expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
Al Consumer Govermment
private Qut-of- Private State and
Year and type of expenditure Total funds Total Pocket insurance Other Total Federal local
1991 Amount in billions
National health expenditures $738.2 34211 $3894 $1480 $241.5 $31.7 B317.1 $215.7 $101.4
Health services and supplies 714.4 411.4 389.4 148.0 241.5 22.0 302.9 204.7 98.3
Personal health care 651.1 378.4 3571 148.0 209.1 21.3 2726 196.9 75.8
Hospital care 285.4 128.8 115.2 14.6 100.6 13.6 156.6 114.2 424
Physician services 148.5 98.4 98.4 28.4 70.0 0.1 50.0 40.1 9.9
Dental services 36.1 35.1 35.1 19.8 153 - 1.0 0.6 0.5
Other professional services 34.5 27.3 236 10.5 131 36 7.3 5.5 1.8
Home health care 75 18 1.4 08 0.5 0.5 57 4.4 13
Drugs and olher medical
non-durabtes 518 445 44.5 368 7.7 — 7.3 37 3.6
Vision products and other
medical durables 14.9 12.0 12.0 10.7 1.3 30 27 0.3
Nursing home ¢are 591 28.1 27.0 26.3 0.7 1.1 310 19.2 11.8
Other personal health care 13.3 24 — — — 24 109 6.6 42
Program administration and net
cos! of private health
insurance 43.3 33.0 323 —_ 323 0.7 103 5.5 49
Government public health
activities 20.0 — — — — — 20.0 24 17.6
Research and construction 238 9.7 — — — 9.7 14.2 1 34
Research 125 0.8 — — — 0.8 1.7 101 1.6
Construction 11.3 8.8 —_ —_— —_ 8.8 25 1.0 1.5
Percent distribution
Natignal health expenditures 100.0 87.0 52.8 20.0 327 4.3 43.0 29.2 13.7
Health services and supplies 100.0 576 54.5 20.7 338 341 42.4 28.7 13.8
Personal health care 100.0 58.1 54.9 227 3241 3.3 419 30.2 11.8
Hospital care 100.0 451 40.4 5.1 35.2 48 549 40.0 14.9
Physician services 100.0 66.3 66.3 19.1 47 .1 0.0 337 27.0 6.7
Dental services 100.0 97.2 97.2 549 42.3 — 248 1.6 1.3
Other professional services 100.0 789 68.4 304 380 10.5 214 15.8 5.3
Home health care 100.0 244 18.2 11.3 6.9 6.2 756 58.7 16.9
Drugs and other medicat
non-durables 100.0 859 859 1.0 14.9 —_ 141 7.1 7.0
Vision products and other
medical durables 100.0 80.2 80.2 71.8 8.4 — 198 17.8 2.0
MNursing home care 100.0 47.6 156 44.5 1.2 1.9 524 324 20.0
Other personal health care 100.0 18.2 — — — 18.2 818 49.9 3t.9
Program administration and net
cost of private health
insurance 100.0 76.2 74.6 — 74.6 1.6 238 12.6 1.2
Government pubfic healih
activities 100.0 — —_ — — — 100.0 11.9 881
Research and construction 160.0 40.5 - _ 40.5 59.5 46.4 13.1
Research 100.0 6.8 —_ - — 6.9 932 80.6 12.6
Construction 100.0 779 - — 779 221 85 13.6

See footnoles at end of table.

Health Care Financing Review/Fall 1991/volume 13. Number |

21



Table 8—Continued
National health expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
All Consumer Government
private Qut-of- Private State and
Year and type of expenditure Total funds Total Pocket insurance Other  Total Federal local
19921 Amount in billions
National health expenditures $809.0 $4574  $4231  $160.1 $263.0 $34.3 $351.6  $238.8 $1128
Health services and supplies 783.8 447.2 423.1 160.1 283.0 241 336.6 2271 1095
Personal health care 716.7 412.8 389.5 160.1 229.4 23.4 303.9 2185 85.4
Hospital care 313.9 1407 1259 158 1101 14.8 173.2 125.3 479
Physician services 165.5 109.0 108.9 31.6 774 0.1 56.5 45.4 114
Dental services 386 375 3756 212 16.3 -— 1.1 0.6 0.5
Other professional services 387 30.3 26.3 11.6 14,7 4.0 8.4 6.3 241
Home health care 8.5 23 1.7 1.1 0.6 0.6 6.2 4.8 1.4
Drugs and other medical
non-durables £5.5 47.2 47.2 39.0 8.2 —_ 8.3 4.3 4.1
Vision products and other
medical durables 16.1 12.8 12.8 11.5 1.3 — 33 3.0 0.3
Nursing home care 64.9 304 291 284 0.8 1.2 3456 214 13.2
Other personal health care 14.9 26 — — - 26 12.3 7.5 4.8
Program administration and net
cost of private health
insurance 45.9 344 337 — 33.7 0.7 115 6.0 54
Government pubiic health
activities 21.2 — — — —_ — 21.2 25 18.7
Research and construction 25.2 10.2 — -— —_ 10.2 15.0 11.7 33
Research 13.3 09 — e — 09 124 10.7 1.7
Construction 11.9 93 — — — 9.3 26 1.0 1.6
Percant distribulion
National health expenditures 100.0 56,5 52.3 19.8 325 42 43.5 29.5 13.9
Health services and supplies 100.0 57.1 54.0 20.4 336 3.1 429 29.0 14.0
Personal health care 100.0 57.6 54.3 223 320 33 42.4 3085 1.9
Hospital care 100.0 44.8 401 5.0 35.1 4.7 55.2 39.9 153
Physician services 100.0 65.9 65.8 1941 46.8 0.0 341 27.4 6.7
Dental services 100.0 97.0 97.0 54.9 421 — 3.0 1.6 1.3
Other professional services 100.0 78.4 67.9 300 38.0 104 216 16.3 54
Home health care 100.0 269 20.0 12.4 7.6 6.9 731 56.4 16.7
Drugs and other medicat
non-durables 100.0 85.0 85.0 703 14.7 —_ 15.0 7.7 7.3
Vision products and other
medical durables 100.0 79.6 79.6 71.3 8.3 — 204 18.3 20
Nursing home care 100.0 46.8 44.9 43.7 1.2 1.9 53.2 33.0 20.3
. Other personai health care 100.0 17.6 — — — 17.6 824 50.1 323
Program administration and net
cost of private health
insurance 100.0 75.0 73.4 — 734 1.6 25.0 13.2 11.8
Govemnment public health
activities 100.0 — — — — — 100.0 11.8 88.2
Research and construction 100.0 40.5 — — — 40.5 595 46.5 13.0
Research 100.0 6.8 — — — 6.8 93.2 804 12.8
Construction 100.0 78.2 — — 78.2 21.8 85 13.3

See footnotes at end of table.
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Table 8—Continued
National health expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
Al Consumer Government
private Cut-of- Privale State and
Year and type of expenditure Total funds Total pockel insurance Other Total  Federal local
19951 Amount in billions
National health expenditures $1,0727 5922 $5487 2021 $346.7 $43.5 $4805 $3248 $155.7
Health services and supplies 1,043.1 580.5 5487 2021 346.7 3.7 - 46286 310.8 151.8
Personal health care 956.5 535.4 5047 2021 302.6 s 4211 299.7 121.4
Hospital care 4254 188.9 169.1 20.8 148.2 19.8 2365 167.9 68.7
Physician services 225.6 1452 1451 42.5 102.7 a1 80.4 65.1 153
Dental services 47.1 45.6 45.6 26.0 19.6 — 1.5 (1X:) 0.7
Other professional services 51.6 38.8 33.6 14.7 189 5.2 128 9.6 3.2
Home health care 121 3.0 22 14 0.9 0.3 2.1 6.7 24
Drugs and other medical
non-durables 67.7 55.6 55.6 46.0 9.5 — 121 6.4 5.8
Vision products and other
medical durables 20.0 15.5 15.5 13.9 16 -_— 45 4.1 04
Nursing home care 85.8 39.6 38.0 36.8 1.1 1.6 46.2 28.4 17.8
Other personal health care 21.3 3.3 — — — 3.3 18.0 10.8 7.2
Program administration and net
cost of private health
insurance 60.8 45.1 44.1 — 44.1 10 157 8.1 7.7
Government public health
activities 25.8 — — — — — 258 o 22.8
Research and construction 29.6 1.7 — — -_— 1.7 17.8 13.9 3.9
Research 16.1 1.1 - — —_ 1.1 15.0 12.8 2.2
Construction 135 10.7 —_ — - 10.7 28 1.1 1.7
Percent distribution
National health expenditures 100.0 65.2 51.2 18.8 32.3 4.1 44.8 30.3 14.5
Health services and supplies 100.0 55.6 52.6 194 332 3.0 444 29.8 146
Personal health care 100.0 56.0 528 211 s 3.2 440 na3 127
Hospital care 100.0 44,4 39.7 4.9 348 4.7 55.6 39.5 16.1
Physician services 100.0 64.4 64.3 18.8 45.5 0.0 35.6 28.8 6.8
Dental services 100.0 96.8 96.8 551 41.7 —_ 32 1.8 1.4
Other professional seyvices 100.0 752 65.2 285 36.7 10.0 248 18.6 6.2
Home health care 100.0 24.8 18.5 1.4 7 6.4 75.2 55.5 19.7
Drugs and other medical
non-durables 100.0 821 8241 £8.0 14.1 — 17.9 9.4 8.5
" Vision products and other
medical durables 100.0 775 77.5 69.4 8.1 — 225 20.5 20
Nursing home care 100.0 46.1 44.3 429 1.3 1.9 53.9 331 20.7
Other personat health care 100.0 15.6 — — - 15.6 84.4 50.5 33.9
Program administration and net
cost of private health
insurance 100.0 741 725 — 72.5 1.6 259 13.3 126
Govemment public health
activities 100.0 — - — -_ — 100.0 11.6 88.4
Research and construction 100.0 39.7 — —_ — 387 60.3 47.1 13.2
Research 100.0 6.8 — - — 6.8 93.2 79.6 136
Construction 100.0 789 — — — 78.9 2141 8.5 126

See foolnoies at end of tabile.
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Table 8—Continued
National health expenditures, by source of funds and type of expenditure: Selected years 1980-2000

Private
Al Consumer Government
private Qut-of- Private Slate and
Year and type of expenditure Total funds Total Pockel insurance Other Total Federal local
20001 Amount in billions
Mational health expenditures $1,61659 $B8594 §797.8 $2003 $507.6 $61.6 $756.5 $517.6 $238.8
Health services and supplies 1,576.1 8441 7978 290.3 507.6 46.2 732.0 498.5 233.5
Personal health care 1,456.0 779.6 734.8 290.3 444.6 44.3 676.4 484.2 192.1
Hospital care 654.2 279.6 2501 303 219.8 29.5 3746 263.4 111.2
Physician services 360.5 221.1 221.0 65.8 165.2 0.1 139.3 115.7 23.6
Dental services 63.1 61.1 61.1 352 25.9 - 2.0 1.1 0.9
Other professional services 75.4 527 45.7 200 25.7 7.0 227 17.4 53
Home health care 18.8 33 2.5 1.6 0.9 0.8 15.5 11.0 4.5
Drugs and other medical
non-durables 91.0 725 72.5 59.9 126 o 18.5 99 8.6
Vision products and other
medical durables 284 209 209 18.7 22 —_ 7.5 7.0 0.5
Nursing home care 130.8 63.6 61.0 58.8 22 2.6 67.2 4.4 25.7
Other personal health care 339 4.7 — — — 4.7 29.2 17.4 11.8
Program administration and net
cost of private health
insurance 85.3 64.4 63.0 — 63.0 1.4 209 10.1 10.8
Government public health
activities 34.8 — — — — — 34.8 4.1 30.6
Research and construction 39.8 15.4 — —_ —_ 15.4 24.5 19.1 53
Research 22.3 1.5 — — — 1.5 20.8 17.6 3.2
Construction 17.5 13.9 — — — 13.9 36 1.5 2.2
Percent distribution
Mational health expendituras 100.0 53.2 49.4 18.0 34 38 46.8 320 14.8
Health services and supplies 100.0 53.6 50.6 184 J2.2 29 46.4 316 14.8
Personal health care 100.0 53.5 50.5 18.9 30.5 3.1 46.5 333 13.2
Hospital care 100.0 42.7 ag.2 4.6 336 4.5 57.3 40.3 17.0
Physician setvices 100.0 61.4 61.3 18.2 43.1 0.0 38.6 324 6.6
Dental services 100.0 96.9 96.9 55.8 411 _ 3.1 1.7 1.4
Oiher professional services 100.0 69.9 60,6 265 34.1 9.3 301 231 71
Home health care 100.0 176 131 84 4.7 4.5 82.4 58.5 23.9
Drugs and other medical
non-durables 100.0 79.7 79.7 65.8 139 — 20.3 10.9 9.5
Vision products and other
medical durables 100.0 736 73.6 65.9 7.7 — 26.4 24.5 1.9
Nursing home care 100.0 48.6 46,7 45.0 1.6 2.0 514 3.7 19.7
Other personal health care 100.0 13.9 -_— — — 13.9 86.1 514 34.7
Program administration and net
cost of private health
insurance 100.0 75.5 73.8 _ 738 1.7 24.5 i1.8 126
Government public health
activities 100.0 — - — — — 100.0 11.9 88.1
Research and construction 100.0 386 — — — 386 614 481 13.4
Research 100.0 6.6 — — —_ 6.6 93.4 79.1 14.2
Construction 100.0 792 — — — 79.2 208 85 12.3
Projectad.

NOTES: 0.0 denotes less than $50 million. Research and developmeni expenditures of drug companies and other manufacturers and providers ol medical
equipment and supplies are excluded from “research expendilures,” but are included in the expenditure class in which the produci falls. Columns may not add
to totals because of rounding.

SOQURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Health Statistics.
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Table 9

Medicare and Medicaid spending, by type of expenditure: Selected years 1989-2000

Year and type of expenditure

1989

1991

1992

1995

2000

Medicare Medicaid Medicare Medicaid Medicare Medicaid Medicare Medicaid Medicare Medicaid

Amount in billions

Health services and supplies $1021  $625  H$121.2 $91.t $133.4  $105.0  $1823 $154.1  $302.8  $2438
Personal health care 99.8 59.3 118.6 86.7 130.7 99.9 179.0 1465 298.4 2349
Hospital care 62.1 22.9 74.0 353 80.6 41.0 108.1 60.7 1724 98.7
Physician services 27.5 4.2 337 7.0 379 8.3 54.3 i2.3 98.7 19.6
Dental services — 0.6 — 0.9 — 1.0 — 1.3 - 1.7
Other professional services 25 1.7 a3 2.4 3.8 29 87 4.9 10.7 9.0
Home health care 21 1.9 29 2.7 3.2 3.0 4.0 5.1 57 9.7
Drugs and other medical
non-durables -— 4.1 — 6.1 — 7.0 —_ 10.6 — 16.6
Vision products and other
medical durables 2.1 - 25 — 28 — 39 — 6.6 —
Nursing home care 36 206 23 27.4 2.5 0.7 3.2 41.3 4.5 59.9
Other personal health care — 3.2 — 4.9 —_ 5.9 —_ 10.4 — 18.7
Program administration 23 31 26 4.4 28 5.1 33 76 44 9.0
Percent of national expenditures
Health services and supplies 17.5 10.7 17.0 128 17.0 134 17.5 148 19.2 155
Personal health care 18.8 1.2 18.2 13.3 18.2 13.9 18.7 15.3 205 16.1
Hospital care 26.7 9.8 259 12.4 257 3.1 25.4 14.3 263 152
Physician servicas 23.4 36 22,7 4.7 22.9 5.0 241 55 274 54
Dental services — 2.0 —_ 2.4 - 26 — 28 — 2.7
Other professional services 9.3 6.3 9.5 7a 9.7 74 11.0 9.5 14.2 12.0
Home health care 3941 36.0 354 35.8 372 355 2.7 42.0 05 816
Drugs and other medical
non-durables — 9.3 — 1.7 — 12.7 — 15.7 — 18.2
Vision products and other
medical durables 15.3 — 16.6 — 171 —_ 19.4 — 234 —
Nursing home care 7.5 43.1 4.0 46.4 3.9 47.3 37 48.2 34 458
Other personal health care — 302 — 36.8 — 39.8 — 48.6 —_ 55.2
Program administration 6.5 88 6.0 10.2 6.0 1t.2 5.4 12.5 5.1 10.5
Percent of program expenditures
Health services and supplies 1000 160.0 100.0 1000 100.0 100.0 100.0 100.0 100.0 100.0
Personal health care g7.8 95.0 97.9 95.1 97.9 95.1 98.2 95.1 98.6 96.3
Hospital care 60.8 36.7 61.0 38.7 60.4 391 59.3 39.4 56.9 40.9
Physician services 26.9 6.8 27.8 7.7 284 7.9 29.8 8.0 326 8.0
Dental services — 1.0 —_ 10 —_ 0.9 — 0.8 — 0.7
Other professional services 25 27 27 27 2.8 2.7 31 3.2 35 3.7
Home health care 21 341 24 29 2.4 29 22 3.3 19 4.0
Drugs and other medical
non-durables — 6.6 —_ 6.7 —_ 6.7 — 6.9 — 6.8
Vision products and other
medical durables 2.0 — 20 — 2.1 — 21 — 2.2 —
Nursing home care 3.5 33.0 1.9 30.1 19 29.2 1.7 26.8 1.5 24.6
Other personal health care - 5.1 — 54 — 57 — 6.7 — 7.7
Program administration 2.2 50 21 4.9 2.1 49 1.8 4.9 1.4 37
NOTE: Columns may not add to totals because of rounding.
SCQURCE: Healih Care Financing Administration, Office of the Acluary: Data from the Office of National Health Statistics,
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Table 10

Factors accounting for growth in expenditures for selected categorles of national health expenditures,
by 5-year perlods: 1975-2000

Economywide factors Health-sector specific factors
General Sector-specific

Type of expenditure and period Total infiation? Population Utilization2 intensity? price inflation
Physician services Percent distribution

1975-1980 100.0 63.3 7.7 -5.9 20.8 14.1
1980-1985 100.0 45.7 8.6 20 233 204
-1985-1990 100.0 29.2 83 3.7 375 21.4
1990-1995 100.0 35.2 8.7 7.9 37.5 10.8
1995-2000 100.0 42.0 8.3 52 36.5 80
Inpatient hospital

1975-1980 100.0 50.3 6.1 5.7 28.6 2.3
1980-1985 100.0 5t.4 8.7 —-42.8 60.1 21.6
1985-1990 100.0 44,6 127 -23.2 41.4 24.5
1990-1995 100.0 44.1 109 8.3 16.8 19.4
1995-2000 100.0 47.8 9.5 125 14.0 16.1
CQutpatient hospital

1975-1980 100.0 43.0 52 a7 35.1 8.0
1980-1985 100.0 32,7 6.1 7.7 39.9 137
1985-1980 100.0 21.2 6.0 30.6 30.6 1.6
1990-1995 100.0 24.5 6.1 26.2 324 10.8
1995-2000 100.0 37.2 7.4 14.0 28.9 12,6
Nursing home excluding ICF/MR

1975-1980 100.0 56.8 8.9 14.2 16.7 55
1980-1985 100.0 50.6 9.5 1.1 26.8 12.0
1985-1990 100.0 384 10.9 28 326 15.4
1990-1995 100.0 40.7 101 8.8 31.0 94
1995-2000 100.0 45.9 2.1 136 24.4 7.1
Drugs and other medical non-durables

1975-1980 100.0 84.9 10.3 00 7.8 -2.9
1980-1985 100.0 54.8 10.3 0.0 -9.3 44.2
1985-1990 100.0 419 11.9 0.0 -0.2 46.4
1990-1985 100.0 55.7 13.8 0.0 ~-11.3 41.8
1995-2000 100.0 66.5 1341 0.0 -2.7 23.0

" 1Ganeral inflation is measured by the gross national product irnplicit price defiator.
2Per capita days or visits.
*Real services per day or per visit,

NOTE: ICF/MR is intermediatle care facility for the mentally retarded.
SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Health Statistics.
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