
National Health Expenditures: Object of 

and Source of Funds, 1962 

FOR AY XITMRE:R OF YEARS t.he Division of 
Research and Statistics has published two annual 
series of estimates relating to expenditures for 
lienltli purposes. The first considers total public 
and private heakll expenditures‘ as part of the 
national expenditures for social welfare ~1~1 has 
appeared in recent years in the November issue of 
the IsT-LI,ETlN.’ The second series sllows private 
consumer expenditures and dntx relating to volun- 
tnry llealth insurance and 11:~s been xppearing in 
the Ijecember issue.’ The basic classification of 
expenditures in the social welfare series is that) 
of statutory programs, and the data are pre- 
sented on :I fiscal-year basis. The datR on private 
coiisumer expenditures for medical care are shown 
by object of expenditure (that is, by type of 
health service or supply) and are on a cnlendar- 
year basis. 

The present iUtiCle combines elements of both 
series and presents data on total national health 
expenditures, public and private, giving au over- 
all ljicture of expenditures during. the calendar 
year 1088, by type of service ancl sources of fui~ds. 
For tllis purpose, expenditures under public pro- 
grams and from private pliilnntliropic sources 
llave been allocated by object of expendit,ure. The 
methodology and the sources of the data are set) 
forth nt the cud of the article. In general, the 
estimates have the same degree of reliability as 
the separate estimates on public ;~id private ex- 
penditures previously publisl~ecl. 

In 196!2, it is estimated, the Nation w3 :I whole 
spent $31.7 billion for health care Hlld related 
purposes (table 1) or $170 per person. Of these 
expenditures, $30.4 billion--almost !)A percent- 

* J)irision of Research and Statistics. Mrs. Rice is now 
with the I)ivision of <‘onlmunity Health Services. Public* 
Health Service. 

I For the most recent article in the series see Ida C. 
Merriam “Social Welfare Expenditures, 1962-63,” Rorial 
B,‘c,o.it!,‘n,trrc,ti,r, Sorember 1063. 

2 For the most recent of this series of estimates, see 
Louis S. Reed and Dorothy 1’. Rice, “Prirate Consumer 
I’:slwntlitures for Medical Care and Voluntary Health 
Insm-lnce 104X-W’ ” 6 <. -. Socifrl Scorrit!/ IOtllcfin, December 
1!)83. 
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\vits for health services, supplies, and research, 
and the balance was for construction of hospital 
rLlld related f:wilities and medical research 
facilities. 

Xxpendit,ures for health purposes, as here de- 
fined, include nmounts spent for all personal 
lle:lltll services and supplies, public llenlth activi- 
ties, medical research, and construction. Expendi- 
tures for the trniuing of physici:~ns, dentists, and 
other 1ie:hltli personnel (that. is, the costs of mnin- 
taining medical and dental scl1ools, etc.) are con- 
sidered educ:~tiollal expenditures and are ex- 
cluded. (The trihing of interns, residents, and 
nurses is so tightly tied in, however, with the 
provision of liospitnl care that expenditures foi 
hospit:~I care inescapably include some of the 
costs of training these professional personnel.) 

*ill expenditures of public henltll departments 
are deemed to be for health purposes; expendi- 
tures 1)~ other government departments for such 
programs as air-pollution and water-pollution 
control and sewage treatment are excluded. In- 
cluded are expenditures for research made by 
agencies whose sole mission is the advancement 
of llLllllilll health through research, as well as 
those made by other agencies (for example, the 
I)ep:wtment of J)efense and the Department of 
Agriculture) for research directly related to 
li~~inai~ health. 

Expenditures for medical and health-related 
research training activities, such ilS those of the 
National Institutes of Health, are excluded since 
they are considered to be educational activihes. 
Amounts spent for the construction of liospit,zls, 
nursing homes, and related facilities are inclucled, 
but expenditures for the construction of private 
ofice buildings designed to provide ofic‘e space for 
1)riv:ite plXctiti0llers are omitted. 

SOURCE OF FUNDS EXPENDED 

Three-fourths of all expenditures, or $23.8 
billion, were made by private persons or ilgellcies, 
ant1 the l~:lli~~~ce--:~l~~~ost $8.0 billion-by govern- 
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enkl)loyees nnd liot ai1 eslwnclitnre by inthrst 1-J 
for llealtli care.) The other groul), \vllic*ll 
illllOllllt~t1 to $0.4 l)illioii ii) l!Ni:‘, misist s of es- 
lwi~clitnres Illiltle front cal)ital funds. It inclntlrs 
esl)elltlitnres for f?Xl)illISi011 or reno\-:ltioll Of l)l:Illt 
nlatle I)v hosl)itnls Ollt Of il~*~lllllllli~ted fllll(lS, 
funds borrowed by hospitals to pay for ilew (vii- 
struc’tioil, or funds ndr:lncetl 1)~ owners-to-be of 
liosl~it:~ls or nursing lwnies for cmstruct hi of 
tllese facilities. 

Of tile almost $8.0 billion esl)elided by gown- 
311ent, !+3.!t billion c:lnie froiil the Federal (hvem- 
ilieilt autl $4.0 billion fronr State aiktl local go\-- 
erllnlelits. This tlistrihtioll \ws uiatle 011 tllr 
I~asis of tlie ultimate soiiwe of ftultls: it sliows 2s 
Fetler;ll rs1)eiicliti~l~es tliose nmde I)y St iltr :lutl 
locxl pover~~i~~ents fimi ITetleri\l pant-ii\-aitl 
fllntls. 111 terills of tile poveixnrent unit Illilkillg 

tile ontlay in tile tirst instailce, IloweYei., !+%2 
hillioli \vas esl)entletl 1)~ tile Feileixl (;overliillellt 
ilIlt $43 I)illioir I)? State illIt lOCil1 goveri~ilreiits 
(table 2). 

‘~AR1.E I .-N:~tional health espentlitures by objert of expenditure and sorirre of funds, I!)@% 

I’rivntc I Public TOtall 

$31,745 
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TABLE Z.-Government health expenditures, hy object of 
expenditure and unit making outlay, 196’2 

--~- -- 

I 
IJnit of govermnent 

making outlay 

Medical-lncilities construction ..--. ......... 
t’uhlicly owned facilities .... ~._. ......... 
Privately owned facilities. .. .._. ......... 

607 
502 
105 

Federal 

3,053 
1.486 
1.428 

‘ii 
1 

874 

119 
119 

state 
md local 

$4,7iX 

4,290 
2,632 

2,OU 
402 
24 
26 

103 

2:: 
560 

137 
41 

488 
333 
195 

tributed here by type of service or object. of ex- 
penditure are essentially the data on public 
expenditures for various government health pro- 
grams carried in that, article. 

(;overnment expenditures, as shown here, in- 
clude all expenditures under workmen’s compen- 
sation programs for the medical care of injured 
workers. These expenditures are made under pro- 
grams established by law and are therefore classi- 
tied in the public sector.” Public expenditures do 
not, include government contributions for the pur- 
chase of health insurance for their employees; 
government agencies are here playing the role of 
employers, and such contributions are classified, 
along with the similar contribhons of private 
employers, ilS consumer expenditures. 

TYPE OF SERVICE OR PURPOSE OF EXPENDITURES 

The largest single item of expenditure in 1962 
W:~S that, for hospital care-about. $10.5 billion. 
.\Illiost $9.1 billion of this amount was for care 

i It is estimated that in 1962 approximately $483 mil- 
lion was spent for the medical care of injured workers 
imrler workmen’s compensation programs-$9 million by 
thr I+deral Government for Federal workers injured in 
the wurse of their employment ; approximately $105 
million by rsclusira or competitive State workmen’s 
compensation funds, and the remainder by private car- 
riers or self-insured eniph~yer.9 under State programs. 
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in noll-Federal facilities and $1.5 billion for care 
in Federal facilities. Consumers made 58 percent 
of all expenditures for hospital care, either di- 
rectly or through health insurance phs, govern- 
ment. made 40 percent, and pl~ilnntl~ropic agencies 
or sources, d percent. Insurance benefits covered 
about 72 percent of consumer payments and thus 
represented ;I little more than 40 percent of total 
expenditures for l~ospitnl care. 

Hospital care in Federal facilities is, of course, 
financed almost exclusively by the Federal Gov- 
eriiment. Such care is provided primarily in 
hospitals m~~iutained by the Armed Forces, the 
Veterans Administration, and the Public Health 
Service. (Small payments must be made by de- 
pendents for each day of care in the military 
l~ospit:~Is, but in the aggregate they are of little 
importance.) 

For l~ospital care in non-Federal facilit,ies, 
about 67 percent of the expenditures nre made by 
consumers, either directly or t.lwough insurance, 
3 percent by pl~ilnntlwopy, and 30 percent. by 
government. The greater part of the 30 percent, 
whether considered in terms of the government 
unit originally making the outlay or the ultimate 
source of funds, is expended by State and local 
governments. 

The source of funds varies sharply for the three 
ninin types of l~ospitals-general, psycIii,ztric, and 
tuberculosis. For care in general hospitals, 67 
percent of the expenditures were made by con- 
sumers, 80 percent by government, and 8 percent 
by lhilantlwopy (chart 1). For expenditures fol 
care in psychiatric and tuberculosis hospitals, by 
contrast, 84 percent. and 74 percent, respectively, 
came from government, sources. The ma,jor part, 
of expenditures for these t,wo types of liospitnls 
ilre those made by State and local governments 
in maintaining public mental and tuberculosis 
Iiospitals; most of the rest are those of the Vet- 
erans Administration (table 3). 

Of the amount spent by government for gen- 
ernl hospitxl care ($2.6 billion in 1062), part 
represents the expenditures of the Federal, State, 
and local governments in maintaining public 
general 11ospitaIs and in making maintenance 
grants to nonprofit hospitals, and part. represents 
“vendor” payments made to hospitals at these 
levels of government by certain agencies for cnre 
of 1)atients or under various health or medical 
care propr:lnis. $ I L uc 1 payments nre made 1)~ the 



Ilefense I)epnrtnient for the care of dependents 
of military persoiknel ; by the Veterans Adnlinis- 
trntioii for the care of retemns in facilities not 
operated 1)~ the Aldininistrat ion ; by tlie l’uMic* 
Health Service for the care of Indians in nom 
Federal facilities; by the agencies adnlinisterilq 
tlie Federal-State ~~r0gra1iis Of public :tssistaiice, 
services for crippled children, nlnternal and clliltl 
health services, and I’OCiLt ional rehbilitatioll ; alit1 
tlirough the agencies :~dniinistering \vorkinen’s 
compensation pr~g~‘z~~lls (table 4). 

The second largest single item of expense for 
health care is that for tile services of l)liysicians 
(including osteopatllic l)llysici:liis) in private 
pr:kc,tice. Kxpenditures for tllese sewices anlomted 
to $6.3 billion in 198%. Of tllis i111101111t, $5.8 bil- 
lion represented fees l):iid by l)at ients or by insul*- 
ilnce phs on their belmlf ; :il)ont iL third Caine 
from iimmuice. Most of the rest, $0.4 billion, 
GLlllC? from goreriinient iii the fornl of fees paicl 
to physicians by welfare agencies for care of 
lmblic assistnnce recipients, payment for care of 
injured workers under workmen’s compensation 
laws, and payinents under the other gorernineiit 
1)rogr;uns, mentioned above, that pay for the serv- 
ices of private l)liysicinns (table 4) . Sinnll 

‘GABLE 3.-hkpenditures for hospital rare, by type of hospit; 
and sourre of funds, 1 1 !)G2 

[In millior~s] 

Type of lrospilal 

OCTleWl 

9;X.G“Y.Y 

5.i81.Y 
2.588.0 
l,358.(i 
1 22CJ.4 

‘260.0 

Tuber- l’sychi- 
culosis atric 

$202.0 $l,BQ4. I 

52.5 2li4. 0 
149.5 1 ,430. 1 
23.Y 306. Y 

125.6 1,123.2 

Frdernl hospitals 

Total~~~.~...~~...... I ‘3,068.l I I I i,519.F 178.1 1,370.4 

1 Excludes expcndituws for wscarch in hospitals from Federal funds 
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illllOlllltS ($12 nlillioil) caiiie fro111 pliilantlu~opic 
sourcw (1)aynwiits Iby iiilitetl flln(ls, conmwity 
cl1esi s, etc., to l)llySic~ii~llS fol. tile ('iLLI Of intligeili 
lwtieiits). 

Z’hJsiciaus 1)rovitle iL cwi~sitlei~al~le voluine of 
services free of cliwtye, 01’ for which no charge is 

wllec~ted, to indigent 01’ n~etlic:~ll~ indigent pa- 
tients; tile total has been estinintecl to 1’1111 to 
llniltli*etls of niillioiis of tloll:ti~s. ~\ltl~oiq$ this 
free or cliarity sewire niay be coiisidered as being 
ii1 the nntiire of ;I l)liil:rntl~l’ol)i(~ contrilnition by 
~)l~ysici:~ns, only CiLSlL outl:lys are considered here. 
111 iiiltlit iOl1, since l)rovisioii of this free CiLU3 is 
lx\rt of tlir rntiolli1le used 1)x pliysiciaiis for INS- 
iiig (*llill’gC?S to other patients 011 ability to l):ly, 
it lllily re;w~iiably be assunled tllat Sllcl1 philaw 
tliivpic conti*ilnitions iiinde 1)~ pllySiCii\llS are in 
general canceled 1)~ ilwonle receirecl front paying 
lmtients. 

E:xpenditures foi the services of tlentists iii 
l)ri\-ate practice amounted to $22.2 billion, pram- 
ticillly ill1 Of it frO1lL l)rirate consumers 1)llt SlLlilll 
aniounts from Fo~e’.l~i~lei~t-i~l:~il~ly for care of 
lml)lic iLSSiStiLl~W recipients. Es~~enditnres for the 
servic~es of other l)ractit ione~s-i,oilint~ists, regis- 
teretl illld l)r:LCt ical nurses in l)rivate duty, visit - 
iiig nurses 011 t lie st ati of private visiting nilme 
:issoci:tt ions, pllysical tlierapists ant1 clinical 
psychologists iii l)rirate l)rilCtiW, and cliim- 
~“‘:i”tol?j, ll:ltllr0p:ltlls, ant1 (‘hi*istinn Science 
1”:!“titiolle~s-:unioliiltetl to $1.0 billion, iLllLlOSt ill1 
of it, fi.0111 consniners. 

‘I‘Ot al exl)eiiditures for drugs iLlLd drug siin- 
dries :wroiintecl to $4.3 billion.” The entire iLll~OLll~t 
(‘ill11F! fV0ln consnnrer 1)aynients except for the 
Telatively Siiiall expenditures of welfare :lpellCiW 
for tlmys for public assistnwe recipients and es- 
peiidil ures for drugs under I\-oi~kinen’s coiiil)eim~- 
tim. The same lwttern llolds for the $1.4 billioil 
speiit for eyeglasses (inclucling serrices of ol)ton- 
etrists) ant1 for hearing i\itlS :\ntl otller a1)1)li:\nces. 

Expeiiditures for nursing-home c’illl? amounted 
to $650 million. Fifty-tliree percent \I-iLS q)eiit by 
consiiniers, 45 percent 1)~ public agencies, nntl 
2 percent, by pllilnntl~ropic sources. Less than 2 
perceiitz of consumer expenditures for the service3 
of 1)ract it ioilers other t lun physicians and for 
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Esl)eliditures for the service of Ilealtli insur- 

ance iU~loUlltd to $1.1 l~illio~~--2ill by coimmers. 

‘I’l~is :wiomit rel)reseiits the difference between the 

total l)rernimns 1);tid for health iiisIIwnce and tlie 

t 0t;il esl)enclitnres ni:de by all lienltli illSlll.i~llCe 
orpllizations in l)roding benefits. To put, it 

:Inotliei* wiy, tllis is the amomit retained by 

liealtll il1SllI’ilIlW 0~p~lliziltioIlS for acqt~isitioil and 

:itliiiiiiist l?Lt ive expenses (iiiclndinp premium 

taxes), additioiis to reserves, and profits. It, is 

the net cost to conslimers of linviiip lienltli 

iiisilrimce. 

Federal, State, ant1 local goreriiments spent 

$642 million in l!)C,ti for pblic lienltli activities 

(otlier than hospital care, research, or constrw- 

t ioii of iiiediwl facilities). All but, 13 percent of 

tllis :iniouiit was paid 1)~ State alid local govern- 

ments, ht some of their espeiiditnres were made 

1)ossible by Federal filXlltS. Ill trlXlS Of the ulti- 

7 T,ouis S. Reed :md Ihrothy 1’. Rice, op. cit. Estiuxttes 
of the estent to which esl)enditnres for particular types 
of metlicnl wre ill't! covered by insurance linl-e become 
iucwasingl~ tlifhilt to mnlw with the growth of major- 
Illrtli~ill-rsl)eIlse insnranc~e. The distribution of benefits 
untlrr such lulicies depends on the assmnptions made 
cwiwerning the types of eslbense met by tledwtihlr 
ani0nnt.s ant1 11y (*oinsiir:uive. 

CHART 1 .-Hospitnl care expenditures, 1)~ source of funds, lOG2 

General Hospitals 

Philanthrocv- 

iii:tte soIlwe of tlie fliiids, ahout 75 l)erceiit came 

flY)lll Stilte illltl lOCil1 goreriinleiits illld ill)Ollt 25 

l)ewent froiii tlie Federal (;overnment. 

Espeiitliti~i*es 1)s l)rirate VOllllltiLY~ liealtli 

ageiicies (lllilillly oIbc ‘wll iZiltiOllS Sucli its the ,her- 

iwii (‘ancer Society, the SiLtiOllill Fonii&~tion, 

alltl iiatioii:~l, State, illltl local tuberculosis aSSO- 

c~iations) for services ant1 edwatiomil nctirities 

(but exf~lutliiig ~iietlicxl reSeitlTl1) :iniount et1 to 

$341 iiiillioii, all of it made, l)ossil)le 1)x l)llililll- 
tliropic c~onti*ihtioiis. (hreriiiileiit espiclitl~res 

i’or Scllool liealtli services i~lllOll~~tCX1 to $137 niil- 

1 ion. The $2’30 million esprndetl for iiitliistrial 

illplilllt lienltli services came entirely from indns- 

try. Industry here iiicliides units of go\-eriiment, 

whicli as employers mniiit:iin iiil)laiit lienltll 

services for their employees. 

The Federal (~oreriiiiieiit in 196:! spent $i%X 

million for medical CiLl'e activities ii1 Federal units 

and facilities other tliali hospitals. Tliis total iit- 

cnlndes the cost of maintaining military medical 

wits that are not hospitals-for esanil)le, dis- 

1)eiis:iries to serve field stat his or troop iiiiit s 

itlltl llledicill units 011 ll:tr;ll wssels. It ;llSO iii- 

eludes the cost of imiintniiiing the ontptieiit 

facilities of the Veterans ,~dniiiiist~ntioii tlint are 

1lOt l)ild Of hospitals :llld llOllllOSl~iti\l 1ie;iltli 

wnters sewing IlldiilllS. In :lcldition, tliis item in- 

Tuberculosis and Mental Hospitals 

and Local 8 
Governments$ 
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eludes t.he administ’rat,ive expenses of the Veterans 
Administration medical program and the medical 
activities of the I)epart.ment of Defense. 

Expendit,ures for medical research in 1962 
amounted to $1.0 billion, $915 million made by 
public agencies (largely the Federal Government) 
and $117 million from philanthropic sources 
(mainly the large health foundations and asso- 
ciations) . Expenditures by the pharmaceutical, 
medical supply, and medical electronic industries 
for medical research are excluded since they 
represent a business expense and enter into the 
cost, of the products. They are therefore retlect,ed 
in other expenditures for health and medical 
services, and their inclusion here as a health 
expenditure would mean that, they would be 
counted twice.8 

Expenditures for construction of hospitals (in- 
cluding related facilities such as nurses’ homes 

R Estimates by the Sational Institutes of Health indi- 
cate that a total of approximately $368 million was spent 
for medical research in 1962 by the pharmaceutical, medi- 
cal supply, and medical electronic industries. 

and nursing homes) and of medical research fa- 
cilities amounted to $1.4 billion. Of this amount, 
$502 million-all of it from tax funds--was for 
construct.ion of publicly owned facilities. About 
$875 million was for construction of nonprofit 
and proprietary facilit,ies: $105 million from tax 
funds (virtually all in the form of public grants 
for construction under the Hill-Burton program), 
$350 million from philanthropic sources-that is, 
donations of individuals and organizations (in- 
cluding industry) for hospital construc.tion-and 
$420 million from “other” private sources. 

One part of the “other” private sources con- 
sists of funds accumulated by hospitals from a 
surplus of income over expenditures in past 
years and used by them in the current year for 
constructing a new building or adding to one 
already built. Another part represents funds bor- 
rowed by hospitals to defray the cost of construc- 
tion projects. A smaller part represents funds 
advanced by, or borrowed by, owners-to-be of 
proprietary hospitals or nursing homes for con- 
struction of such facilities. In the long run, all 

TABLE J.--Government payments for health servires under specified government programs, by source of funds, 1962 

Program 

Temporary disability insurance I...- ..~~~.. 
Indian health . . . . . . . . . . . ~~~~~~ . . . . . . . . . ~.. 
Maternal and child health z.... . . . . . . . .._ ~_. 
Medical vocational rehabilitation.. . . . . . . . . 
Military dependents’ medical care ~~. 
Public assistance vendor medical payments. 
Workmen’s compensation medical benefits-. 
V&ram hometown medicnl care.. ~. . . .~.. 

Indian health.--- . . . . . . . . . . . . ~~~~~ 
Maternalandchildhealth~.- . . .._ ~~.~~ .._. 
Medical vocational rehabilitation.. ~. ~. _. 
Military dependents’ medical care. . . .~ ~~._. 
Public assistance vendor medical payments. 
Workmen’s compensation medical benefits.. 
Veterans’ hometown medical care . . . ..~.~_. 

Temporary disability insurance 1.. ~. 
Maternslsndchildhealth~ ~.~~~ ._.. ~~. 
Medical vocational rehabilitation.. ~~. 
Public assistance vendor medical payments. 
Workmen’s compensation medical benefits.. 

23.2 
10.2 

179.3 
24.0 
72.2 

910.5 

“E 

-___---- ------ ---------------~~------------~- ____ ~ ____ 

1 Payments for hospital care made by the St,atr fund under the California 
temporary disability insurance propmm. 
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? Services for crippled children and mntrrnal and child health scrvicrs. 
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tllwe t ylws of exl)eiitlitures coi1ie front wnsumei* 

S0llI’(‘cLS. ‘I’llitt is, 1);ll’l Of \\.ll:ll cousuiilei3 1)ilJ fOl 
1iosI)it:tI or nursillg-lwiiie (‘ill’t’ is sl)ent I)?; IlOS- 

l)itillS alltl Iiursing lwlhies for IIe\\- c*oiistructioil 

or for servicing debts incurret to fiii;ulc~e l)ilSt 
wirst nict ion. 

l’riwte ;iiitl poveniilleilt exl)eotlitures foi 

lrealtll ])uipses diRei* lllill~kdl~ ill terms of object 

of exlwn(lii tire (t;kI)le 5 illld (bll:\rt 2). Of the $23.8 

bill ion from I)rir:rte soiiiw3, 97 percent w:is for 

Iwsl)it;il care; of the $8.0 billion from public 

fUII(lS, lliore tll:l:l ll:llf \YilS for IlOSpitill care. ,\l- 
iiwst t wo-fiftlis of tlie I)riv:ite expenditures were 

for tlie services of Ihysiciaiis, dentists, nurses, 

illld other I)rofessioilnl pei3onnel in pGVilte l)IXC- 
tke, hit oirly S percent of tlie public expeiidi- 

tures went for these services. Likewise, the pro- 

lwrtioir of pri\v\te expeiltlitures going for dl.ugs, 

eyeglasses, illl(1 :Lppli:lllCes \VilS far gWi\te~ thlll 

tile I)roportioll sI)ent for these purposes under 

l)iil)l ic I)rograms. (Most of the expenditures by 

the Veterans Atlministr;tt ion and the T)epartment 

of I)efeiise for pllysiciaiis illld dentists’ services, 

drugs, applhnces, etc., >tt’e klncled as part of 

“1iospit:il ciire.” and ‘bmedical activities in Fedem 
units otlier than liospitnls.“) 

I+:xI)entlitnres for meclical research constituted 

nlore tlwl 10 percent of the total public expendi- 

tures ant1 0111~ l/cr of 1 percent of the private 

rxl)ei~(litures. L1s I)revioiisly noted, researcli ex- 

lwilditiiiw 1)~ tlrup :iiid medicnl supply companies 

al-e iiot reI)orte(l llere sel)ilr:ltel~ since such ex- 

Iwn(litures are colllltetl ils il c-OSt of I~~oduction 

illltl ill? therefore included iii the Cost of tile 

I”‘oclucts. 

There are, of course, il few health expenditure 

iteirls ii1 tlie l)tnir;ite sector-16.7 I)erwiit of tll:it 

total in 1!)82-tllat llil\7e 110 ~ounteq~iirt uuder 

I)llbliC’ ~)YO~L’illllS. They iilcliitle the net cost of 

iilsui.iiilce, tire exI~eiitlitui~es by I)riv:ite \-oluiit:ii~~ 

lleilltl1 apewies tllilt (‘:lllllOt IX? illlOCiltN1 t0 specific 

serrkrs, illltl illtlllstl~iill iiiI)l:iiit 1le:iltli srrriches. 011 

tile otller Ilitlid, expenditures by governn~eut for 

I)ublic+ 11eilltll activities, for medical ilctivities iii 

Federal units other tll:lll 11OSpitillS, illltl for Sc*llool 

health services ha\-e 110 coullterprt in tile l)riViltP 
sector. These porerimiei~t expenditures n~ike 111) 

15.0 I)erceiit of the public expenditures. 

THIRD PARTY PAYMENTS FOR MEDICAL CARE 

;1 SigllifiCilllt portion of ill1 expenditures fOl* 

11letliCill (*are of intliridLlills-tll~~t is, I)ersonal 

lle:lltlr serrices-is llliltle by third parties. The llil- 

tiollill esl~elltlitures for l)elW)l1ill l~ealtli sewkes- 

aI)I)roxiiii;itely tt;d7.3 I)illion-are ~~ill~*lll;ltt?tl I)g 
snl~tix~t i11g flWnr the tOtill for all lie;iltll ~~11~1)OSW 
the expenditures for construction of thcilities, 

rese;irch, the net cost of liealtll iiisiiriiilce, gorrri~- 

nient l)iiI)lic liealtll aCti\-it ies, illltl tile itrni l:ll)eletl 

TARI.E 5.-Percentage distribution of nationnl health expenditures I)y object of expenditure, 1%” 
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Some of the exl)eudit ures Sllow11 for volllllt ill’y 
llealtlr :peilckies are also fOr l)ersonal llf?illtlL Sen- 

ices. I-~lfort ~~lli~tely, d:lt:t :\w ltwking tlli\t \VOII~~~ 
I)ernjit ill1 iL(‘CLlV;Ltl? tlivisioii of tile eslxwdit~~res 
l111d81’ tliese two c*iltegOl~ieS bet \wwl persoll:tl 
liwlth services :u~cl otller serriws ant1 activities 
(stat istics, euvironilv2ntnl health sewicaes, lleilltll 
etlll(Xt ion, etc.). .ls far iis tlie iteni “l)riratr 
wlnllt il”y health agencies” is coircerlletl, this is 
itwlf :I resitlwl, representing those espenditnres 
of l)ri\-ate IleiLltll :tpencies tllwt rni~ilot be iclenti- 
tied as being for specified services (see note on 
iiietliotlology) ; it consists primrrily of expentli- 
tures for health eilLlciltiOll, Rllld raising, iLlld 

:~tllllilliSt~iLtio11. 
Of the $L27.:3 billion CXlCUli1tCXl ilS sljent for per- 

S0n:Il 1leiLltlL services, $C;.5 billioil-24 l)eiveirt- 

re~~resrntrtl lmynwnts 1)~ 1ie:rltll insur:t1iw or.gx~~i- 
Zilt ious to IlOSl)itiLlS, l)llySiViilllS, el(‘., t’01’ sen+rs 
rrlrtleretl to insniwl 1)erSOlLS 01’ ])iLJlllelltS to in- 

slrlwl ~“““011s t 0 xinihiw tlieni for costs 
i~rcwmd.!’ A\n :~tlditional $5.8 I)illioil \YilS es- 
lwucletl Iby goverlinieiit :lgencies for j)i*ovision of 
ilietlical cxre and pel’SOlliL1 lle:tltl\ serriws. I’llililll- 

tliiwl)ic sonwes-gifts alid c*ont rihtiolis to loos- 
l)itillS for OlY?lXtillg expenses, iwonie flol~l IlOS- 

/‘it:11 ri~tlowi~ents, ~)iL~l~lf?lltS to 1lOSpitillS flVlIl 

ruiitetl fllllds, etc.-ant1 indust l’y (for illplilllt 

Iie:lltlk servkes) i\(TOl~lltd for !+%OO niill ioil of es- 

lwuditures for lN3l%Ollill llenltli srniws. ‘I’lrns, of , 
tlie $27.3 billion spent in 1962 for lw~w~~nl lrealtll 

servicbes, $12.!) billion-47 peweirt-was espencletl 
1)y lllird l)ill’tieS, itIlt Only :1 little nmre tllan llnlf 

IViIS imitl tlit*ecTly by those m*rivinp 11162 sri7Gr. 

CHANGES IN DISTRIBUTION OF HEALTH 
EXPENDITURES, 1929-62 

I’i~ob:~l~ly the first estinlnte of over:lll esl)endi- 
tlllw for health iLlId Illtxlical ('ill'e ii1 111e I’nil-cd 

CH.IH’I’ 2.-lktriln~tiorl of pul)lic :ml private health cspendit,ures, I!W 1 

Private Expenditures 

Nursing Home 

Public Expenditures 

Professional Personnel 

in Private Practice 

1.7 Professional Per- 

sonnel in Private 

Practice - 6.2 

nongovernment public health activitirs. medical wtivities in Federal units 
other than hospilals. :md school hcaltb w’vircs. 
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CHART R.--1Xstrilnltion of health espenditllres, 1921) :md 
1963’ 
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y$g$ Hospital care I 

1929 1962 

l~:xpeiiditiires for tlwl ists iI1 private l)i*:lctiw 
anroiii~tetl iii 1!)2!) to 12 percent of the total; the 
1)i*o1mi+ ion had shrunk io 7 percent iii 19R2. 
Ihgx :~cc~oiii~ted for 1X pewent of all expeidi- 
tnrrs iii 1X!) ; the l~i~opoi~tion was 14 percent in 
1902. One item of c7lri~eilt health expeitditures- 
the net cost of he:lltli iiisiiraiice-was virtnnlly 
iloiiexisteiit in 1029. 

Iii 1929, consunle~s--tli;~t is, lmtients-ninde 
79 l)ervent of all liealt II expeiiclitures; govern- 
nleiit, 13 percent; l~liilaiitl~rol~y, 5 percent; and 
intlnstry, 2 l)erceiit. 13s 1962 the l)ropoiTion of 
c~oiisniiier expeiiditiiws Id decreased to fi!) peix- 
cent. of tile total. (~orerninent expenditures ntl- 
rmiced to 25 l)emeiit, and the propoi*tions of 
c&osts niet by pl~ilaiitl~i~ol~y and industry declined. 
(L\gain, it should be borne in mind that the large 
amounts contributed by eiilployers for liealtll in- 
simmce for employees are here treated as a all)- 
l)leineiit to n-ages and lieiic~e are inclidecl with 
otliei* coiismier exupenclitniw for lirnltll care.) 

SUMMARY 

Datn from the two aiiii~nl series of estimates 
mxcle by the I)ivision of Research and Statistics 
and pnblislied iii tile l3u1,rmm are integrated in 
this article to give a total pictwe of national ex- 
penditures for health plirposes in 1962. Of the 
$32 billion speiit in the Katioli for health :md 
niediml care, three-fourth came from private 

1 “Other” expenditures include those for government public health activ- 
ities medical research, medical activities in Federal units other than 
ho&t&. private voluntary health agencies, school health srrviccs, and in- 
dustrial inplant health services as ncll ns the net cost of obtaining health 
insurance. 

I1 Iloq~ital care indudes, of course, the services of 
1)hysiri:rns n-110 serve as xnenilwrs of the hosl)itnl’s paid 
staff. 

BULLETIN, AUGUST 1964 19 



persons Or private agencies and n fourth from 
public funds or nuder g~vernmeiit I)rograms. 

One-third of the total expenditures went fol 
llospit:~l care. The proI)ortion spent for hospital 
care was different, however, iu the private and 
Imblic sectors. About :L fourtli of the private 
expenditures was for liospitnl care, and more than 
half of the public expenditures was for this pur- 
pose. 

Payments for services of pllysicians, dentists, 
and other professional I)ersonnel in private prac- 
tice totaled $9.5 billion-thee-tenths of the total 
exI)enditures. ,\bout 5 percent of this total came 
from governnient~ under programs that pay foi 
the services of medical personnel iii private 
practice. 

Almost one-fifth of the total was spent for 
drugs, drug sundries, eyeglasses, and appliances. 
Most of the funds for these medical supplies, like 
those for payments to medical personiiel, come 
from the private sector. 

(‘onstruction of medical facilities cost $1.4 
IGllioii-55 percent of it from the private sector. 
,111 expenditures for certain other items were 
privately financed. Others were financed entirely 
from public sources. 

Health expenditures hare increased substan- 
tially since 10~9, and the distribution of expendi- 
tures by type of service and source of funds has 
changed significantly. Ihring the ~3 years, the 
pro~~tll Of the hospital as the center for lie:~Itll 
care INS been reflected in the larger share of 
exI)euditures for hospital care. Government now 
fiu:tnces iL considerably larger port ion Of tlie tOti 

exl)el~(litures than formerly. 

NOTES ON METHODOLOGY AND SOURCES 
OF DATA 

The general I)rocedure followed in tllis article 
is to estimate first the expenditures for the mwjol 
0I)jrc.t s of exI)endit ures and the11 tlw Lreakdow~ 
l)y source of funds. Total expenditures for has- 
pitill care, for example, are based on total oI)er- 
atiug expenses and revenues of hOspit:lls, :LS Imlo- 
lished by the American Hospital ,2ssoci:ttion, ant1 
totit expenditures for serriws Of I)liysi&ns nntl 
dentists in private practice are hsed On tlieir 
gross iiwomes as reported to tlw Internnl 12t~enue 

Service. In general, the consumer expenditures 
are residual ;~mounts derived by snl)tr:ict ing frOiii 
the tOti\l tile ;~nioulits I)ztid to liospitals, pliysi- 
ciaiis, etc., under the various government meclic:~l 
progr:w~s and from I~l~ilnntl~roI~ic~ sources. 

For it full underst:~utliug of the n~etl~odolOpy 
illld sources of dntil, the reader is referred t0 the 
articles iii the I~uc;I,I,ETI~~; for I)ecember Of 1961, 
lDW, and 1063 on private consumer expenditures 
for medic;11 care. and volimtary henltli insurance. 
I+:xpenditnres under public propxms are sllowu 
in the social welfare expenditures series, pub- 
lislied iIlll~ll~~lly in the Kovember issue of the 
I~r-r,IxTrs. In the present article, expenditures 
under public programs reported separately in the 
November Ih-LLETIN article are, in general, allo- 
cated hy object of expenditure on the basis of 
published and unpublished reports of the speci tic 
programs, as indicated below. 

Expenditures for vendor payments for medical 
care under public assistance are allocated by type 
Of care on the basis of reports Of the HllPXll of 

Family Services, Welfare Administration, wl-llicll 
Imblishes it breakdown of vendor payments fol 
medical care by type of service. The only adjust- 
ments involved the nllocation of some small ex- 
penditures, not reported by type of service, 1,~ 
assuming that they were distributed in the same 
\\-ity as the wnounts reported for specific services. 
Expendit.ures under public assistance for “other” 
services are alloc:~ted to nursing care and xppli- 
awes its indicated by tile Burenn of Family 
Services. Simihr data were obtained front the 
(‘hildren’s 13urenn for expenditures by type of 
service under the m:~tern;~l and child health pro- 
gr21mS, includiug services for crippled children. 
JIost of the expenditures under these progwms 
l)y lOC:ll lleilltll departments are for maternit 
:111d well-IAy clinics; these itl'e classified as pub- 
lic liealth services. The Ofhe of Vocatiounl Re- 
lli1l~ilit:~tioll supplied tile data 011 expenditures 
for niedical TO(‘:~tiOllill relinbilitatioil by type of 
service. 

The Public He:\ltll Service I)rovidetl tint :I 011 
tlie I~reakdOwn by type of service under the 
Indian health services program, and the Veterans 
Aldministr:~tion furnished data on the expelldi- 
tures for physicians, dental care, drugs, etc., ml- 
(kr the Veterails ~~dlll~il~St~~~t~~Jll “llollleto\\.l!” 
medicnl care p~OglXIl1. l3xpenditures for contract 
IlOsl~it:~l (‘iIre in uon-Federal facilities 1)~ the 
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Veterans Administration were obtained from t,he 
Federal Budget. 

The health expendit.ures under temporary dis- 
ability insurance are limited to payments for has- 
pit:11 care made by the State-operated fund un- 
der the (‘nlifornia temporary disability insurance 
program. The breakdown by type of service for 
expenditures for medical care under workmen’s 
compensation programs is based on a detailed 
study of a few States that publish these data. 
The ratios found for these States are flpplied to 
the total expenditures. 

The expenditures under the military depend- 
ents’ medical care program for hospital care and 
physicians? services are based on data shown in 
the annunl report of this program. 

Several public programs involve payments for 
medical care by State and local governments with 
funds received from the Federal Government. 
They include the expenditures for vendor pay- 
ments for medic.%1 care under public assistance, 
for medical vocational rehabilitation programs, 
and for programs for maternal and child health. 
Only the health programs for mot’hers and chil- 
dren supplied the breakdown between Federal ex- 
penditures and State and local expenditures by 
type of service. For the other two programs, the 
breakdown by source of funds is estimated on t,he 
basis of the overall ratios for the total program 
as reported by the agencies. 

Philnnt.hropic expenditures for medical care in- 
clude contributions from voluntary health and 
welfare agencies, united funds, religious organiza- 
t ions, and private individuals and income from 
llospitnl endowments. These philanthropic ex- 
penditures are for a variet,) of activities and 
services, including research, health education, hos- 
1)ital inpatient and outpatient care, nursing care? 
and other miscellaneous henlth services. Also in- 
cluded ;Lre the costs of funcl raising and central 
administration. The amount and breakdown are 
estimated on the basis of various reports for 
specific segments of the l~liilantlirol~ic field. The 
data. 011 phili~lltllrOpic contributions for short- 
term hospital care nncl construction, for example, 
are based mainly on a report by Herbert 13. Klar- 
man on the role of l~liilnntlirol~y in hospitals.‘? 

12 Herbert E. Klwman “Role of l’hilanthrol~y in 
HoslwIls,” .A ,,rc~ricaI, .Iouti,tol of Public, Tlcctltlt, Angnst 
1062. 

Philanthropic contributions to private visiting 
nurse agencies are estimated on the basis of a 
study of income and expenditures in public healt3h 
nursing agencies. I3 Expenditures for medical re- 
search by philanthropic agencies are obtained 
from the Xntionnl Institutes of Health, which 
publish overall data on expenditures for medical 
research. The remaining amounts, which could 
not be allocated to specific, types of services or 
supplies, are classified as expenditures of private 
voluntary henlth agencies and include those for 
lay and professional health education, community 
health services, fund raising, and costs of admin- 
istration. 

Data on expenditures for medical-fncilit,ies con- 
struction by source of funds and for publicly and 
privately owned facilities are derived from n com- 
bination of sources. The total is based on data. 
reported in (‘onxtmction Re uie <I+ (Business and 
I)efense Services Administr:~tion, Department of 
(‘ommerce) , which gives a breakdown between 
publicly and privately owned facilities. Federal 
expenditures were obtained directly from the Fed- 
eral Budget or from the agencies administering 
the various public programs-those of the Vet- 
erans Administration, the Department of Defense, 
and the Public Health Service (including the 
Hill-Burton program). Expenditures for &edi- 
cnl-facilities construction from private funds are 
based on data reported in the Gon.ctmction, 
ZZwi~w: with the estimated amounts of the Hill- 
Burton grants subtracted. 

Philanthropic contributions for hospital con- 
struction are est,imnted on the basis of the datil 
in Dr. Iilill’llltUl~S report on pl~ilnnthrol~y’s role. 
It was determined that the remaining sources of 
funds for construction, other than public and 
l~l~ilnntl~rol~ic, represent expenditures for plantj 
eXpilllSi0ll or renovation made by hospitnls out of 
:\cclmllll:lted funds, funds borrowed by hosl)itals 
to pay for new construction, or funds advanced 
by owners-to-be of liosl~iti~ls or nursing homes for 
c~onstruction of these facilities. These ilre the 
cqit:~I funds included in the “other” category of 
private expenditures and derived :IS it residual 
amount after deducting government and philan- 
thropic expenditures from the totill. 

I3 “Income and I~kl~entlitures in l’ul~lic Health Snrsinr 
.\gencies. l!).iS.” Surxiufg 0 11 tloo7;. May l!)(X). 
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