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I 

THE PRIVATE HEALTH insurance industry 
in the United States is made up of three broad 
categories: Blue Cross and Blue Shield associa- 
tions, commercial insurance companies, and inde- 
pendent plans. In 1970 these private health in- 
surance organizations provided some protection to 
approximately four-fifths of the civilian popula- 
tion-against the costs of hospital care and surgi- 
cal care. For 72 percent of the civilian popula- 
tion, private health insurance met at least part of 
the cost of physicians’ in-hospital visits. 

Out-of-hospital services were provided through 
private health insurance to smaller numbers: 142 
million or 70 percent of the civilian population 
were covered for X-ray and laboratory services, 45 
percent for physicians’ ofice and home visits, 50 
percent for prescription drugs, and 6 percent for 
dental care. Private health insurance helped meet 
the cost of private-duty nursing care for 49 per- 
cent of the population, 53 percent were covered at 
least in part for visiting-nurse service, and 16 
percent had coverage for nursing-home care. In- 
surance coverage for physicians’ office and home 
visits, dental care, and drugs is frequently subject 
to deductible and coinsurance payments ; conse- 
quently, the full cost of these health care services 
is almost never met through insurance. 

Most persons aged 65 and over have health in- 
surance coverage through the Federal Govern- 
ment’s program of health insurance for the aged 
-Medicare. Complementary coverage for health 
expense not covered in full or at all by Medicare 
was held by almost 10.5 million or 51 percent of 
all aged persons for hospital care and by 10 mil- 
lion or 49 percent for surgical services. 

This article is mainly concerned with the num- 
ber and percentage of the population under age 
65 who have prepayment or insurance coverage of 
health costs through private health insurance or- 
ganizations-Blue Cross-Blue Shield plans, insur- 
ance companies, community and employer-em- 
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ployee-union plans (group and individual prac- 
tice), private group medical and dental clinics, 
and dental service corporations. 

Office of Research and Statistics (ORS) esti- 
mates of the net number and the proportion of 
the population having health insurance coverage 
for hospital care, surgical services, and other 
health care services are somewhat lower than esti- 
mates of the Health Insurance Association of 
America (HIAA), an association of insurance 
companies. Both estimates, however, show a con- 
tinued growth during 1970 in the number and 
percentage of the population covered. 

Consumer expenditures for private health in- 
surance in 1970 totaled $17.2 billion in premiums 
and subscription charges, 17 percent more than in 
1969. Benefit expenditures by private health in- 
surance organizations reached $15.7 billion, 20 
percent higher than in 1969. The organizations 
paid out 92 percent of premium income in bene- 
fits, 14 percent went for operating expense, and 
there was a net underwriting loss of 6 percent of 
premiums. 

POPULATION COVERAGE 

Office of Research and Statistics estimates of 
the net number (of different persons) and the 
percentage of the population with some health 
insurance coverage of the various main types of 
health care are summarized in table 1. The esti- 
mates of net enrollment for hospital and surgical 
coverage are based on projections of figures ob- 
tained from household interview surveys con- 
ducted by the National Center for Health Statis- 
tics in 1967 and 1968. The Center did not make 
household interview surveys in 1969, and figures 
are not yet available from surveys made in 1970. 
Office of Research and Statistics projections for 
1970 are derived from percentage changes from 
1969 to 1970 shown in HIAA estimates of net 
coverage reported. 

The estimates for other health care services are 

a 



TABLE l.-Estimates of net number of diRerent ersons 
under private health insurance plans and percent o P popu- 
lation covered, by age and specified type of care, as of Decem- 
ber 31, 1970 

It should be noted that-although sizable pro- 
portions of the population are covered for physi- 
cians’ office and home visits, prescribed drugs, pri- 
vate-duty nursing, and nursing-home care-actual 
protection for these services, as measured by the 
proportion of consumer expenditures for health 
services met by private insurance, varies widely 
from substantial to very little. In fact, during 
1970, private health insurance met only 5.5 per- 
cent of consumer expenditures for all health serv- 
ices other than those for hospital care and physi- 
cians’ services. The bulk of such coverage is under 
supplementary major medical and comprehensive 
insurance policies. Sizable gains were noted, how- 
ever, in the scope of coverage under Blue Cross- 
Blue Shield plans, particularly in their provisions 
for X-ray and laboratory services and prescribed 
drugs. 
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T All ages Under age 65 Aged 65 
and over 

Per- 
cent of 
Civil- 
ian 
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opu- 

ation 
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:ent of 
civil- 
ian 
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Type of service NUlU- 
y;og-” 
sands) 

Hospttal care ________, 
Physicians’ services 

Surgical services.... 
In-hospital visits... 
X-ray and lahora- 

tory examina- 
tions ____________. 

Office and home 
vls1t.s ___-________. 

Dental care _________. 
Prescribed drugs 

(out-of-hospital).. 
Private-duty nursing. 
Visiting-nurse 

service. _ ______ __. 
Nursing-home care-.. 

162,989 80.3 152,567 

157,670 77.7 147,618 
145,589 71.7 137,229 

142,441 70.2 134,839 

91,581 45 1 
12,210 60 

100,966 49 7 97,736 
100,235 49 4 97,017 

103,064 
27,371 

83.5 

El 

73 8 

480 
6.6 

ii.! 

ft.: 

10,422 61.3 

10.052 49 4 
8,360 41 1 

37.4 

IQ:: 

15 9 
15.8 

18.8 
24.7 

56.1 
46.4 

HIAA eatirnates 
Hospital care ______. 
Surgical services.... 

89.4 170,214 
82.7 158,406 E 

ENROLLMENT 

Tables 24 show the number of persons enrolled 
by different types of health insurance organiza- 
tions for each of 11 services, together with esti- 
mates of the net number of different persons with 
some coverage for each of these services. The 

based on the gross total of enrollments reported 
by health insurance organizations, with estimated 
deductions for multiple or duplicatory coverages. 
These deductions are believed to be reasonable in 
the light of t,he extent of multiple coverages for 
hospital care and surgical services. 

TABLE 2.-Enrollment under private health insurance plans for persons of all ages and estimates of the net number of &fferent 
persons covered, by type of plan and specified type of care, as of December 31, 1970 

[In thousands] 

r - 
Physicians’ services 

Pre- 
scribed 

(:xf- 
hospital) 

Xa-&Y 

labors- 
tory 

ramina 
tions 

.lsiting- 
nurse 

service 
Dental 

care 
*‘rivate- 

duty 
nursing 

Vision 
WI.0 

105,118 

23,, 707 

7!199 
s9:1so 
6,049 
6,212 
3,700 
2,500 

12 
-- ______. 

104 9 
(9 

In- 

“%!? 
Surgical 
semces 

Total gross enrollment ______________ 209,787 193,603 159,897 151,955 96.002 

Blue Cross-Blue Shield _________________ 
Blue Cross ____________________________ 
Blue Shield ___________________________ 

Insurance companies ____________________ 
Croup 
India % 

ohdes ________________________ 
ual policies ____________________ 

Independent plans ______________________ 
community __---------_______________ 
Employeramployee-union ____________ 
Private group clinic ___________________ 
Dental service corporation ____________ . 

Net number of different persons cov- 
ered, as estimated by- 

Office of Research and Statistics-..-.- 
Percent of civilian population *--- 

HIAA ________________________________ 
Percent of civilian population s--- 

76,464 
72,942 
2,622 

126,192 
82,712 
43,480 
8,131 

i:z 
31 

7,;;; 
65:236 

114,261 
84,133 
30,128 
10,532 

:*E ’ 132 

%z 
&20 
y; 

14:212 
9,732 
4.w 
4,7riu 

132 

19,609 
1,168 

18,341 
67,361 
Eo,o12 
7,349 
9,132 

:%i 
‘132 

162,989 

181;; 

_ - _ _ _ _ - -. 

157.670 
77.7 

167,850 
82.7 

.-______. 

145,589 
71 7 

144,675 
71.2 

Gross enrollment as percent of different 
persons covered, as estimated by- 

Office of Research and Statistics.-.-.- 
HIAA ________________________________ 

128.7 
115.6 

106 7 104 8 
(9 (9 

12,210 105,885 

275 

PI@, 

6:627 

6.: 

1,700 

3.z 

25,627 
I:] 

:Ei 
5:041 
4,821 
2,loQ 
2,700 

21 
-_-____-. 

104 9 
(‘1 

32.989 

32,392 
16.0 

ii] 

101.8 
(‘1 

2% 
2:690 

117 

1 Data not available 
*Baaed on Bureau of the Census estimate of 203,046,CGU as of January 1,197l. 
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gross enrollment total for persons of all ages for 
hospital care, reported by or estimated for all 
organizations, was 209.8 million (table 2). 
According to projections of the 1968 household- 
interview survey, 163 million different persons 
were covered for hospital care in 1970. The gross 
enrollment equaled 129 percent of the net number 
of different persons covered-an indication that 
47 million, or approximately 22 percent of the 
gross enrollment of 209.8 million, represented 
multiple or duplicatory coverage. 

Multiple coverage occurs chiefly in these ways: 
(a) when husband and wife are both employed 
and both cover self, spouse, and dependents under 
the insurance plan at the work place ; (b) when a 
person with group coverage under a health insur- 
ance plan purchases an individual insurance 
policy to supplement his group coverage; and (c) 
when a person not eligible for group coverage 
holds two or more insurance company individual 
policies (sometimes a second policy taken to sup- 
plement one that provides only meager benefits). 
A significant share of the individual policies of 
insurance companies supplement other coverage, 
it is believed. 

Blue Cross plans had 66.8 million persons 

under age 65 enrolled for hospital care at the end 
of 197’0 (table 3). Blue Shield plans not cooperat- 
ing or affiliated with Blue Cross plans reported 
an enrollment of 2.3 million for that type of care. 
Insurance companies accounted for 80.7 million 
persons covered for hospital care under group 
policies and for 39.6 million policy owners and 
dependents under individual policies. (The num- 
ber of policy-holder enrollments is greater than 
the net number of different persons with coverage 
because of multiple coverage.) Independent plans 
-private health insurance organizations other 
than Blue Cross-Blue Shield plans or insurance 
companies--covered an estimated 7.6 million per- 
sons for hospital care. 

Sources of the Data 

Blue Cross and Blue Shield data are supplied 
by the Blue Cross Association and the National 
Association of Blue Shield Plans from data re- 
ported by the individual plans. The data for in- 
surance companies were compiled by the Health 
Insurance Association of America from its annual 
survey of the number of persons covered by insur- 
ance companies under group and individual poli- 

TABLE 3 .-Enrollment under 
persons covered, by type of p P 

rivate health insurance plans for persons under age 65 and estimates of the net, number of different 
an and specified type of care, as of December 31, 1970 

po. thousands] 
- 

1 

.- 

.- 

_. 
, -. 

- 

I T Physicians’ eervfcee I 

irisfting- 
*:itEi 

Vleion 
care ‘:c? 

Dental 
c0re 

%E 

-- 

92.006 12,079 
-- 

Type of plan 

150,962 

S3”Jg 
as: 815 

:zE 
IS:272 
9,151 
yg 

‘109 
._-..--- 

137,229 
75.1 

‘“Yi 

110 0 
110.9 

Total zroes enrollment. _____________ 1 197.038 

Blue Crass-Blue Shield _________________ - 
Blue Cross ____________________________ 
Blue Shield ___________________________ 

Iusurance companies ____________________ 
oroup 

8 
olicioa _-_-___-____-_-_-_-_____ 

Indlvi ual policies ____________________ 
Independent plane ______________________ 

Comrnllnity __________________-_------ 
Employer-employee-union ____________ 
Private group clinic _________________-_ 
Dental service corporation ____________ _ 

183,687 

YZ 
s9:42s 

'3E 

"B%: 
4:696 
6,168 

109 
_ ______ _. 

Net number of different persons cov- 
ered, ae estimeted by- 

Oface of Research and Statistics _______ 
Percent of civilian population I--- 

152g; 

HIAA _______________.________________ 170,214 
Percent of ofvilian population I--- 93 2 

147,618 

158;~ 

Cross enrollment as percent of net num- 
ber of different persons covered, as 
estimated by- 

Office of Research and Statistics.-..-. 129.1 124.4 
HIAA ________________________________ 115.8 115.9 

- 

144.278 

4{jm 

89038 
sp;: 

9:840 
4,696 
6.136 

109 
._-_____ 

102.623 101.888 27.918 

1 Data not available. 
* Based on Bureau of the Census estimate of 182,711,COO ae of January 1,197l. 
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TABLE 4.--Enrollment under private health insurance plans for persons aged 65 and over and estimates of the net number of 
different persons covered, by type of plan and specified type of care, as of December 31, 1970 

[In thousands] 

Type of plan 

Total gross enrollment ______________ 

Blue Cross-Blue Shield. ________________ 
Blue Cross ____________________________ 
Blue Shield ___________________________ 

Insurance companies ____________________ 
Croup 
Indivi B 

olicies ________________________ 
ual policies. ___________________ 

Independent plans ______________________ 
Community __________________________ 
Employer-employee union ___________. 
Private group clinic ___________________ 
Dental service corporation _______ _____ 

Net number of different persons cov- 
ered, as estimated by- 

Offlce of Research and Statistics..-.-. 
Percent of civrhan population r- _. 

HIAA. ______________ ________________. 
Percent of civilian population a- _. 

Cross enrollment as percent of net num- 
ber of different persons covered by- 

Office of Research and Statistme...... 
HIAA. ____________________----------. 

I 

.- 

- 

_. 

- 

l- Physicians’ services 

E 

-- 

-- 

_ -. 

- 

lurpical 
w&x.3 

10,316 

8.044 
233 

6,311 
3,713 
1,932 
1.781 

659 
204 

"ii 
.______- 

10,052 
49 4 

9,444 
464 

- 

t 

-- 

_- 

_ -- 

- 

In- 

‘%Y 

-- 

8,945 

5,612 

2;: 

1:SlZ 
940 
581 

$2 
23 

.___-___. 

"ME 
3,457 

41.6 

107 0 
105.8 

7.678 

273 
592 

2: 
23 

___-____. 

1 Data not available. 

ties. The data for independent health insurance 
plans are Office of Research and Statistics esti- 
mates based on its annual survey of these plans. 
A full survey of all known plans of this type was 
made in 1969 to obtain 1968 data.l Estimates for 
the year 19702 have been made on the basis of 
changes from 1969 to 19’70 in a small number of 
the larger plans. 

The net number of persons under age 65 with 
hospital coverage at the end of 1970 is estimated 
as 153 million or 83.5 percent of the civilian pop- 
ulation. Surgical coverage was estimated at 148 
million, or 81 percent. These estimates are ORS 
projections of the 1968 household-interview sur- 
vey figures.3 The estimates for 1969 were obtained 
by increasing 1968 household-interview figures for 
hospital and for surgical coverage by the percent- 

age changes reported by HIAA in its estimates of 
net coverage-3 percent and 4 percent, respec- 
tively. The 1970 projections are based on increases 
of 3.5 percent in enrollment of persons under age 
65 shown by HIAA for hospital services and 3 
percent for surgical services over 1969 estimates. 
Estimates for the net number of persons over age 
65 were arrived at in a similar manner; the 
HIAA increase in 1969 was 7 percent for hospital 
services and 4 percent for surgical benefits; for 
1970 the percentages were 5 percent and 7 per- 
cent, respectively. 

‘See Louis S. Reed, Health Insuran.ce Plans Other 
Than. Blue Cross or Blue Shield Plans or Insurance Com- 
panies, 1969 Survey (Research Report Ko. 35), Social 
Security Administration, Office of Research and Statistics, 
1970. 

*See Marjorie Smith Mueller, Independent Health In- 
surance Plans in 1970 (a forthcoming Research and Sta- 
tistics Note), Office of Research and Statistics, 1972. 

’ “Hospital and Surgical Insurance Coverage Among 
Persons Under 65 Sears of Age in the United States, 
1968,” Monthly VztaZ Statistics Report, Kational Center 
for Health Statistics, Public Health Service, February 2, 
1970. 

Estimates of ( the net number of persons with 
coverage of other services have been made by as- 
suming the ratios of gross enrollment to the num- 
ber covered. For those under age 65, these ratios 
were 110 percent for in-hospital visits of physi- 
cians; 107 percent for X-ray and laboratory exam- 
inations ; 105 percent for physicians’ ofice and 
home visits, drugs, private-duty nursing, and vis- 
iting-nurse service ; and 102 percent for nursing- 
home care. (It is assumed that there is as yet no 
duplicatory coverage of dental care.) The ratios 
are believed to be reasonable since the extent of 
multiple coverage is presumably much greater for 
hospital care and surgical services than it is for 
other items of health care. 

For persons aged 65 and over who are covered 
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e Based on Bureau of the Census estimate of ‘29,334,Knl BS of January 1,197l. 



for services other than hospital care and surgery, 
the estimates of the net numbers are derived in a 
similar manner but with the assumption of a 
lower rate of multiple coverage: 107 percent for 
physicians’ in-hospital visits <and 101 percent for 
X-ray and laboratory services, physicians’ office 
and home visits, private-duty nursing, visiting- 
nurse service, nursing-home care, and drugs. For 
persons of all ages, the estimates are obtained by 
combining the estimates for persons under age 65 
and for persons aged 65 and over. 

Insurance company estimates are reported as in 
past years. The HIAA provides estimates of net 
coverage of persons under age 65 and persons 
aged 65 and over for hospital, surgical, and non- 
surgical medical expense coverage-basic coverage 
of physicians’ visits in the hospital, physicians’ 
visits in the office, home, and hospital, and out- 
of-hospital X-ray and/or laboratory examina- 
tions. The nonsurgical medical expense estimate is 
used for in-hospital medical visits. 

The percentage distribution of gross total en- 
rollment among the carriers in 1970 is shown in 
table 5. For persons of all ages, Blue Cross-Blue 
Shield plans have 36 percent of total enrollment 
for hospital care and insurance companies have 60 
percent. For independent plans, the share of 
gross enrollment is 4 percent. Enrollment under 
group insurance policies was almost twice as large 
as that under individual policies. 

The relationship runs about the same for surgi- 
cal services, with group insurance policies almost 
three times individual policies. For X-ray and 
laboratory examinations, insurance companies 
had 60 percent of the enrollment, with group pol- 
icies almost 11 times as frequent as individual 
policies. Blue Cross-Blue Shield plans held 33 
percent of the enrollment, and independent plans 
had 7 percent. Insurance companies held 53 per- 
cent of enrollment for in-hospital visits. 

Insurance companies had more than two-thirds 
of the enrollment for all other services except for 
nursing-home care and dental care. Blue Cross- 
Blue Shield plans accounted for 70 percent of the 
enrollment for nursing-home care, and independ- 
ent plans held more than two-fifths of the en- 
rollment for dental care but less than 10 percent 
for all other services. 

The distribution pattern was somewhat the 
same for persons under age 65 as for those of all 
ages. Among those aged 65 and over, however, 
there was a distinct shift : Blue Cross-Blue Shield 
plans accounted for a much larger share of enroll- 
ment for all types of services, except dental care. 

Historical Data 

The data in tables 6 and 7 give the gross enroll- 
ment of health insurance organizations and esti- 
mates of the net number of persons and percent- 

TABLE 5 -Percentage distribution of total gross enrollment under private health insurance plans, by age, type of plan, and 
specified type of care, as of December 31, 1970 

I ’ I Physiclsns’ servloes I I -I I 

Age group and type of plan 

Total. all ages _.________------_---_____________ I I 166 0 ICOO I 100.0 I 1000 I 1000 I l& 

Blue Cross-Blue Shield ____________________________ 
Iusurance companies. ________--_-_-___-_-_________ 

--g 40.6 
EE 

------zr------ 
63.4 % 

2.2 

oroup policies -____________-_---_---------------- 39’4 43:4 44.6 i% 02: 5 ii*: 
Individual policies _______________________________ 20 7 15.6 

Independent plans _______________________________ 3.9 54 E 2: 9’:; 43:05 ------ 
Under age 65. total ____________________________ 169.0 1ciu.o -1000 loo 0 I ---iGi-I- 100.0 --~___-- 

Blue Cross-Blue Shield _____________ -__- _________ 35.1 34.4 39.1 2.3 
Insurance companies. _ ____________________________ 61.0 

Croup policies ___________________________________ Ei 
Individual pohcies _______________________________ 15:4 

ii.: ko” 

Independent plans ________________________________ 5.4 E 432 
~___ -m-v 

Aged 65 and over, total ________________._______ --1oo.01 loo.0 1 100 0 1 109 0 I ml 0 ( 166 0 ------ 
Blue Cross-Blue Shield ____________________________ 49 7 62 7 
Insurance companies ______________________________ 

Oroup pohc~es ___________________________________ 
46 4 2:: 4: 2; $2” # 
15 9 . Indimdual policies _______________________________ 30.6 17:3 10 6 24 3;:; 

--_______. 
Independent plans ________________________________ 3.9 54 65 717 11:3 19.1 

I I I 
he- 

scribed Private- Visitlug- N;fzeg- 

&%- nE%g 
nurse 

servke care 
hospital) 

6.8 
-m -- 

169 0 166 0 100 0 loo.0 
---- 

ii*: 
41.6 93.2 

ti1:9 
47.6 
43.8 ii:; 

1::: 
3.8 _-______._ 

10.9 4.6 
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TABLE 6.-Hospital benefits: Gross enrollment under rivate health insurance plans for persons of all ages and estimates of the 
net number of different persons covered, by type of p an, 1940-70 P 

[In thousands] 

Qross enrollments 
Net number of different 

persons covered, as 
-estimated by- 

CIOSS 
enrollment 

as percent of 
net, estl- 

Household 
surveys * HIAA 

mated by- 

Blue Cross- 
Blue Shield 

Tota’ 
Blue Blue 
Cross Shield 

Insurance companies Independent plans 

I I I I I I Total End of year 

Group ,$;;, 
Total p& po,,- Total mm- Em- 

ties 

------ 
3.700 2,srxl l,!m 2,250 

IO.504 7,804 2,700 2,670 :z 
39,601 22,305 17,296 4,445 1.445 
63.160 39,02(( 24,131 6,545 2,920 

85,405 55,218 30.187 5,994 1,604 
87.964 57.013 30,951 7.102 1,851 
92,074 59,153 32.921 6,937 1,830 
97,279 62,817 34,462 7.165 1,947 

100,363 64,506 35,857 6,840 1,859 
104,476 67.104 37,372 6,984 1.954 
108,211 69,570 38.641 6,633 1.964 
111.269 73.351 37.908 7.059 2.300 
115,768 76.059 39,709 7,277 2.507 
121,562 80,093 41,469 7,702 2,672 
128.192 82,712 43.480 8,131 2.800 

--- 

::E 
110 

iz 
i 

32:% 369 4 

:cz 
4:703 

2 :: 

4,814 2 i 
4,785 18 
4,971 : 
4,618 ______ i 
4,700 -______ 
4,749 _______ i 
5,006 -__-___ 
6,mtl _______ : 

12.02 
32.13. 
81.69 

118.62 

148.86: 
;yJg 

165:14: 
169,63: 
175,12: 
180.48: 

:z; 
202:471 
209.78 

97.6 
loo.2 
106 6 
112 6 

114 6 

::z : 
114 2 
114.4 
114 4 
114.2 
114.1 
114 2 
115 6 
115.6 

12,312 

%z 
105: 452 

130.007 
134,417 
139,176 
144,675 
148,338 
153,133 
158,022 
162,853 
lKl,497 
175,221 
181,624 

9 3 _____-_ 
24.0 _______ 
g ; :-‘:::: 

. __ 

72 3 _______ 
73.7 ___-___ 

:EJ :z i 
77.8 -...:. 
79.4 -______ 
81.1...-.. 
82.8 127 2 
lg.; g.; 

8i4 128 7 

_-______-__--_- 
129,809 

I I 
70.0 

126,047 67.0 
____--__-_____- I I _ - _ . _ _ - -, - - - - - - _ , 
____-_-_ --_-___ 

146,131 74.3 
152.117 76 6 

'157,305 

I I 

78 3 
’ 162,989 80 3 

1 Number estimated by applying percentages to total civihan population 
Percentages projected to end of year and rounded, except for lY67,1Yl%, 1969, 
and 1970 data. 

3 Estimate exceeds gross enrollment for early years because HIAA data 

a Estimated by applying HIAA percentage increase in net enrollment from 
1968 to I9b9 to the Pr CHS figure for lY66 

Include estimated enrollment of college and university health services 

4 Estimated by applying hIIAA percentage increase in net enrollment from 
1969 to lY70 to the 1YbY estimate 

age of population with some coverage of hospital among insurance companies. The data on the net 
care and surgical services during 1940-70. The number of persons covered are those reported by 
gross enrollments are the total of enrollments for various household surveys from time to time dur- 
all carriers, with no deduction for duplication ing the period. The 1969 and 1970 data are 

TABLE 7.-Surgical benefits: Gross enrollment under rivate health insurance plans for persons of all ages and estimates of the 
net number of different persons covered, by type of p an, 1940-70 P 

[In thousands] 

Gross enrollments 
Net number of different 

persons covered, 
estimated by- 

Oross enroll- 
ment as per- 
cent of net, 
estimated 

by- 

Independent plane Blue Cross- 
Blue Shield Insurance companies 

I I 

I I 
Household 
surveys 1 HIAA 

mu- em- 
Per- Per- 
cent cent 

of& Num- of ci- 
ber * villan 

Lx P%z 

-l-l-l- 
________ I 
________ _______ 12.8'30 
_--_---_ 
________ 

_-_-___ I 
--_---- 
_______ 

5,350 I 4: 

54,156 3: I 
88,856 54.1 

% :% 110 

940 1:ow I I I E g 
2,130 3,200 430 li 

.______ 

.__---_ ::*i 

._-___- 100:3 

.______ 114.6 

.--____ 114.3 
126 0 114.0 
llY.8 113.8 

.______ 114.6 
_______ 114.6 
.______ 115.2 
.______ 114 6 

120.8 114.4 
121.4 114.1 
lP.8 115.3 
123.0 115.6 

1960 --________. 
1961...-..-..m. 
1962.. _ __ ___ __. 
lYb3.. __ _ __ ___. 
lVb4..-..-..-.. 
lYb5e.-s.m..... 
19b6-.--.-....- 
1’9b7 __----- -_ _. 
1’968. ---_------ 
l’JbD...---m-w. 
1970 _-----_-_-_ 

2,7&I 3,026 4,020 E 4,891 ii 
-iiBi~ ---~i‘o ;;,30; 

Ell:ars 
F 

65 0 126:9GU 68': 
---___-- -______ 131,954 70. 
________ _______ 135,433 
__-__--- -______ :;:I 140,462 
__-__----_-____ 144.715 74.< 

142,437 72 4 lJo.3% 146,296 73.6 155,725 ;:*: 
'152,314 75.8 161.144 EYI 
'157,670 77.7 167.8M 82. 

* See footnote 3, table 6. 4 See footnote 4, table 6. 1 See footnote 1, table 6. 1 See footnote 2, table 6. 
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projections of the 1968 household-interview fig- 
ures, as noted earlier. j_ 

Blue Cross-Blue Shield enrollment for hospital 
and surgical care continues to grow at about the 
same rate as in recent years. In 1970, insurance 
company enrollments for hospital care showed a 
slightly higher growth rate in individual business 
than in group business. The highest rate of 
growth-almost 6 percent for hospital care-was 
in independent plans, whose past growth rate has 
been fairly constant. Community plans had the 
greatest increase-9 percent. 

The difference of several points between the 
HIAA estimates and the other estimates of the 
proportion of the net population with health in- 
surance continues to stand out very clearly. This 
article examines the ratio of total gross enroll- 
ments to the estimates of net enrollment by 
HIAA, as well as the ratio of gross enrollments to 
ORS and household-interview survey estimates of 
net coverage. 

The HIAA estimates did not take duplicating 
coverages into account until 1947. By 1960, the 

Association’s ratio of gross enrollment to net en- 
rollment had leveled off at about 114 percent. The 
various household surveys have found a substan- 
tially larger ratio in the past few years-122-131 
percent for hospital benefits and 120-123 percent 
for surgical care. The difference between HIAA 
estimates and the household-survey figures may 
result from a combination of HIAA overstate- 
ment of enrollments reported by health insurance 
organizations and underreporting in the house- 
hold surveys. 

For persons under age 65 and for those aged 65 
and over, data on enrollments and estimates of 
the net population covered are presented sepa- 
rately in tables 8 and 9. The separate data are 
significant because of the changing health insur- 
ance picture since the start of Medicare opera- 
tions in mid-1966. 

For the population under age 65, gross total 
enrollments for hospital care rose more than 40 
percent in the 1960’s and enrollment for surgical 
care increased 44 percent. The 1970 increase was 
about 4 percent. This growth has been fairly 

TABLE 8.-Hospital benefits: Gross enrollment under private health insurance plans and estimates of the net number of different 
persons covered, by age and type of plan, 1960-70 

[In thousands] 

Net number of different persons covered, 

End of year 
Total 

27,437 

Under age 65 

74.1 
76.4 
76.8 
78.2 

%I 0 
34:4 

E:i 

Z:i 

9,008 
10.459 t%t 
12,003 a:424 

Aged 65 and over 

:%i 2,703 

2:3cQ 

;:z 

%i 
2:072 2,238 
1,931 
1.899 

;,E 

2,027 3:886 

414 

:Fi 
494 
472 
483 
430 

g 

ml 

,_______________-______ 9,235 
_________- ______-_____ 9,822 

9,126 64.1 10,299 
,_----_-__- -_-__------- 11,308 
,-----_-__- -____------_ 
,-__-____-_ __-___--_--_ !?,706 
.___-______ -______--_-_ 

8,614 
4 9,280 ii.: 

i:% 

5 9,897 
yg 

s 10,422 ‘2 11:410 

~~~-.~-~~~~- ki __________-_ 
as:1 131.6 
63 8 _____-______ 

(qm g -*.--* 

50:s 

::: ---: ::--- 

47.8 -.:::iii:;: 

119:s 
122.8 
122.3 

97.6 

:2: 
log:9 

* Data not available. 
* 5ee footnote 3, table 6. 

s Estimated on basis of HIAA percentage Increase in net enrollment from 
the 

* Eee footnote 4, table 6 f receding year 

4 Estimated on basis of percentage increase in gross enrollment from the 
6 n the Current Medicare Survey of the Social Security Administration, 

preceding year. 
63 percent of those enrolled for supplementary medical insurance 7~811) 
reported as having private hospital lnsuranca as of Jan 1,197l. 
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TABLE 9 -Surgical benefits: Gross enrollment under private health insurance plans and estimates of the net number of different 
persons covered, by age and type of plan, 1960-70 

(In thousands] 

Net number of diflerent persons covered, 
estmated by- Oross enrollfient as 

End of year 
Total 

Blue 
Insurance con~panies 

1960 --.-_-_-----_-- 
196L. ______--____ 
1962 _________-_-___ 
1963..... _------_-- 
1964. __-_---_----_- 
1965 --_-___-----_-- 
1966 _______________ 
1967 _______________ 
1968 _______________ 
1969 _--__--___--___ 
1970 _~~__~-~~~~--~ - 

1960 _-__ ___--____-_ 
1961_______________ 
1962. ______________ 
1963 __-___-_-____-_ 
1964 -----__-----___ 
1965 _______________ 
1966 _______________ 
1967 -____-___ --- -_ _ 
1968 _____- -___-_ ___ 
1969 _______________ 
1970 __.____-----_-_ 

- 

- 

45,226 
45,649 
46,599 
46.086 
49.825 
51,348 
53,613 
66,020 
58.390 
60,499 
63,066 

10,864 
8,307 

1 Data not available 
f See footnote 3, table 6 
*See footnote table 8 
4 See 

4, 
footnote 4, table 8 

3,040 
3,725 
4,277 
4,285 
4,648 
4,982 
4,304 
4,413 
4,889 
6,096 
6,044 

%Z 
57:487 
60.888 
62.439 
64,957 
68.574 
72.583 
75,619 
;7# 57; 

21,212 
22,962 
22,791 
24,273 
yJ; 

271479 
26,965 
26,300 
27,196 
28,347 

Under age 65 

_-----_----- --__------__ 
__---------- -___------__ 

113,569 683 
__-_-_____-_ -_____-_____ 
_---_------- -_---_----__ 
____-______--___--_---__ 
___________--____-___-__ 

134,061 75 4 
137,224 

: :::*gg :i i 
808 

109,452 
114,6%5 

&I12 

18 100 
137: 448 
142.82% 
147.252 

Aged 65 and over 

67 2 ____________ 

:%z 2:700 492 669 ----___-----_-_--_-----_ _ - - - - _ _ _ _- - - _ _ - - - _ _ - - _ _ - 7,852 8,306 48.4 48 6 ____________ ____________ 85.7 95 0 655 7,792 46 2 

;:E 2.700 2,700 577 556 ____________ _ - - - _- _ _ _ _- - ____________ -_-__--__-_ _ ‘2 (1)’ 842 (I)55 6 __ __ ‘““.“. (‘)lOl 2 

:%i 
2,7M) 582 _ _ _ . _ _ _ _ _ _ _ _ _ _ _ __ _ __ __ _ _ 

was * +:f :-:-: wo4 5 

1:735 1,822 1,754 487 __---___--__ 8,376 -___------__ 44 1 ‘%? 7:668 39 39.8 0 -__---- loo :.... 4 114 111 3 1 
1.796 :sz: z: ’ 9,021 46 7 yz 43 8 :24 106 9 
1,792 

1:781 
ml 5 9,412 47.9 

9:444 
45 0 

102: 6 
116 4 

1,932 559 J 10,052 ‘49.4 46 4 109.2 
I I II I I I I I 

6 See footnote 5, table 8 
0 In the Current Medlcare Survey of the Social Security Admftistmtlon, 

46 percent of those enlolled for supplementary medical murence were 
reported as havmg private surgml insurance as of Jan. 1,197l. 

steady over the decade, ranging from about 2 per- 
cent to 4 percent a year. 

The picture is different for persons aged 65 and 
over. The number and proportion covered by pri- 
vate health insurance reached their maximums in 
1965 and fell off with the advent of Medicare. 
Total enrollments for hospital care dropped only 
18 percent by the end of 1966, however-an indi- 
cation that the great majority of the aged with 
private health insurance retained their insurance, 
shifting to policies or plans complementary to 
Medicare. After a further slight decline in 1967, 
enrollment rose in 1968, 1969, and 1970. The per- 
centage of the aged population with private in- 
surance coverage also increased in those years. 

office and home visits went up 61 percent; nurs- 
ing-home care covered more than six times as 
many persons ; and dental care jumped more than 
twelvefold. 

The steadily broadening scope of benefits under 
private health insurance is shown in table 10, 
which gives data on net enrollment and percent of 
population covered by type of health care benefit. 
For all ages, coverage for X-ray and laboratory 
examinations, prescribed drugs, and private-duty 
nursing and visiting-nurse service has more than 
doubled since 1962 ; net enrollment for physicians’ 

The expansion in the areas of physicians’ office 
and home visits, private-duty nursing, and, to 
some extent, X-ray and laboratory examinations 
and prescribed drugs comes largely through in- 
creased coverage under supplementary major 
medical and comprehensive insurance policies and 
extended-benefit contracts under Blue Cross-Blue 
Shield plans. Some of the expansion for X-ray 
and laboratory examinations and for prescribed 
drugs-and for dental care as well-came through 
self-insured employer-employee-union plans and 
community plans-both group practice and indi- 
vidual practice. It is clear, however, that all pri- 
vate health insurance organizations are tending 
to broaden the scope of their basic coverage. 

Table 11 shows, for coverage of persons of all 
ages, the annual growth since 1955 in the number 
of persons under major medical policies of insur- 
ance companies and under supplementary major 
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medical and comprehensive extended-benefit con- 
tracts of Blue Cross-Blue Shield plans. In 1970 
group insurance policies covered twelve times the 
number covered under individual insurance poli- 
cies, with supplementary major medical coverage 
outnumbering comprehensive coverages 3 to 1. Al- 
most seven times as many persons were covered 
under Blue Cross-Blue Shield supplementary 
major medical plans as the number covered under 
Blue Cross-Blue Shield comprehensive extended- 
benefit plans. 

Beginning in 1967, major medical coverage has 
increased at a faster pace under Blue Cross-Blue 
Shield plans than under insurance policies. The 
growth rate under individual insurance policies, 
however, stepped up rapidly from 1966 to 1969, 
indicating that individual policies are frequently 

purchased as a supplement to a basic Blue Cross- 
Blue Shield plan or a group insurance plan. In 
19’70 there was a slowdown in the growth rate 
that may be due to the excessive cost of these 
policies. ,I 

With minor exceptions-mostly in the area of 
drugs-independent health insurance plans do 
not provide coverage of the major medical type. 
The community plans generally provide compre- 
hensive physicians’ services and usually complete 
coverage of hospital care. A very small number of 
the employer-employee-union plans have major 
medical coverage. 

Considerable emphasis is now focused on pro- 
moting health maintenance organizations as a 
more effective approach to health care. Group 
practice plans are of special interest since they 

TABLE 10 -Estimates of the net number of different persons under private health insurance plans and percent of population 
covered, by age and specified type of care, 1962-70 

‘$” 

12 131 
152:117 
157.305 
162.989 

70.0 

F!,* 3 

g:; 

30.3 

NE,:! (in thousands): 
__--___________________ 

196-L. --------_._--__-------- 
1969.. _-______-______________ 
1970 __------------___---_____ 

Py;;,of civilian population 

::22: 
147:4os 
152,567 

_ ___---_-_______________ 
;968;. _----------___--_______ 2.: 

1970_:::::::::::::::::::::::: 
81’3 
83.5 

- 

1:; 437 
146:2Q5 
152,314 
157,670 

134,061 

:x~ 
147:616 

:2: 
78:s 
808 

- 

- 

- 

- 

E 
69:6 
75.1 

All ages 

65,671 
79,600 

;,98J 
2~ 

97:703 

78,565 73:706 

125,602 E:: 
142,441 91:581 

35.0 
41.2 ii: 

37.9 
39.9 
42.9 
42.1 
45.1 

- 

:Ei 
117:472 
134,639 

ii:“2 

ii:: 

$g 
4:679 
5.821 
3,510 

12,210 

Under age 65 

75.785 

%,5 
87:625 

42 6 
45.9 

ii:: 

4.&M 
5,719 
8.386 

12,079 

Aged 63 and over 

47.m7 
53,m 
65,544 
71.201 

2% 1w:Q66 
260 
27.6 ii*: 

35.0 

z-0’ 
4614 
49.4 

Nun$er (in thousands) 
___---------_-___________ 

fx$3~- _ -*--- _-_____ _______.__ 
__------..--__-___-_---- lQiO.....-......-...--------- 

Py;;;t of civilian population 

___---r-------.._________ 
y3& _ _ ------ ---- _ _-_____-___ 
1970::::::::::::::::::::::::: 

1 Data not available. 

6,514 8,376 5,905 2,780 
9,021 7,070 2&z . ;E, E%i 9,280 9,897 
9,412 

x5” 
10,422 7,724 

1:: 125 
10,052 

8,360 31.1 ::zi 3:956 
2:925 131 
3.236 p; I 45 0 

18.7 14.6 0.4 11.7 
k?: ii: 4719 36.6 15.6 
51:3 49.4 ii.: E :6” .6 

139.: 
14.9 15 E 

9 15:s 

- 

- 

- 

2.470 
2,826 
3.41 
3.818 

2,381 
2,125 

i:E 

:: : 
17.6 
18.8 

:Zo” 

E:f 
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4,975 

E?4 
u3:754 
19,046 
23,044 
32,392 



TABLE ll.-Number of persons covered under major medical policies of insurance companies and under supplementary major 
medical and comprehensive extended-benefits contracts of Blue Cross-Blue Shield plans, 1955-70 

[In thousands] 

End of year I Total 

Insurance companies 

Qroup policies 

Blue Cross-Blue Shield plans * 

Total 
Supplemen- Comprehen- 
tazedT;$r slv;;;E6:ded I I 

I I Total 

5.241 3.928 
17.285 
22,231 
25,391 
28.248 

1 Corn 
are for B P 

arable data not available for earlier 
B 

ears; before 1965, data shown 
ue Cross plans only, beginning lQ65, ata Jointly developed by Blue 

Cross Association and National Association of Blue Shield Plans on undupli- 
cated number of persons covered 

are a type of health maintenance organization 
and would be important links of any national 
health insurance scheme. Group practice as a 
method of organization and delivery of health 
care is being studied from the standpoint of im- 
proved quality of care and savings in cost- 
through better utilization of both hospital facili- 
ties and physicians’ services-and as a source of 
comprehensive and preventive care. Since 1953 
enrollment in group plans has roughly doubled 
for hospital care, surgical services, and dental 
care (table 12). In the last 4 years growth is 
estimated at 49 percent for hospital care, 34 per- 
cent for surgical services, 32 percent for in-hospi- 
tal physicians’ visits, and 31 percent for physi- 
cians’ visits in office, clinic, and health center. The 
growth in prescription drugs enrollment has been 

TABLE 12.-Private health insurance enrollment under 
~g~U~;ractice prepayment plans, by speafied type of care, 

[In thousands] 

I I 
Physiclams’ services 

2,410 
i.2 

~:~ 

2:: 
4’051 
4:75o 
5.032 

2,507 (‘1 

8 
618 
889 

8 
1,382 
1,720 
2,121 

I I I I I 

1 Data not available. 

12 

10,451 

4,779 
~Jg 

5:902 

_____--- s-o2o- 

4:015 
5,068 

{i’, 

(?o 409 

:::z 
1s:eea 
21.658 

f Data not available. 
s Data for Blue Cross plans plus an estimated I,soO,ooO in Blue Sbleld plans 

not atIlUated with Blue Cross 

especially rapid during the 2 preceding years- 
about 24 percent each year. 

On the question of hospital utilization, compar- 
ing the experience of the service and indemnity 
plans under the Federal Employees’ Health Bene- 
fits (FEHB) p rogram with the experience of pre- 
payment plans has been enlightening. The follow- 
ing figures show that in 1968 enrollees in the 

Type of plan 
Hospital days 

per 1,COO covered 
persons 

United States 
Blue Cross-Blue Shield ______________________________ 
Indemnity-..-- .--_-----______-_____________________ 
Qroup ractice........-.---------------------------- 
Indivi d? ual practice __________________________________ 

Source. Oeor e S. Perrott, The Federal Employee8 Health Benefita Program 
Enrollmnt an f Utdmtion of Health Sero~ccr. IQ%1968 U S De 
Health, Education, and Welfare, Health Services and Mental 

artment of 
R ealth Ad- 

mlnlstration, May lQ71 

FEHB’s group-practice plans were hospitalized 
about half as many days as those in the nation- 
wide service plan provided by Blue Cross-Blue 
Shield and less than half the days of those in the 
nationwide indemnity plan provided by the 
Aetna Life Insurance Company. 

Hospital use among enrollees in individual- 
practice prepayment plans was only slightly 
higher than it was among those in group-practice 
plans. Individual-practice prepayment plans dif- 
fer from group plans in that the participating 
physicians contract individually to provide serv- 
ices, they practice in separate locations, and they 
are usually reimbursed by the plan on a fee-for- 
service basis. The prepayment rather than fee- 
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TABLE 13.-Financial experience of private health insurance organizations, 1970 

[AMoUnte in mlllfonS] 

Type of plan Total 
income 

I- 

Total ______________________ 
Blue Cross-Blue Shield ________ 

Blue Cross _________________. 
Blue Bhleld ._________________ 

1 Data not available. 

37% 3 
s:ns’s 
2,268 7 
C) 

8 
1,ig.o” 

669’0 
15 4 
66.0 

Claims erpensa 

Amount 

s15.743.s 
y@& 

2:060:9 
7.6Ki3 0 
8,610 0 
1,146 0 
1.027.3 

Iii: : 
12.3 
MO 

91.6 

i! 3” 
92: 2 
37. s 
96.1 

I:! 

20” 
as 3 

Operating expense 

Amount 

- 

_- 

- 

- _- 
-- 

1 - 

Net underwriting gain 
- 

Amount 

Net income 

Percent of 

*lEzr 
Amount E=Zf 

income 

for-service financial arrangements and the pre- 
vention-oriented, comprehensive character of 
group practice plans largely account for the sig- 
nificantly lower rate of hospital use. 

FINANCIAL EXPERIENCE 

In 1970 the subscription or premium income of 
all private health insurance organizations totaled 
$17.2 billion (table 13). Claims or benefit expense 
amounted to $15.7 billion or 92 percent of pre- 
mium income. The organizat,ions used $2.4 billion 
for operating expense (14 percent of premium 
income) and had a net underwriting loss of 6 
percent. Some of this underwriting loss was made 
up by income from investment of reserves. 

Although insurance companies received almost 
$9 billion in premium income and Blue Cross- 
Blue Shield plans a little more than $7 billion, 
the operating expense of insurance companies was 
almost three times that of Blue Cross-Blue Shield 
plans ($1.8 billion compared with $0.5 billion). 
Low Blue Cross operating expense-5.6 percent 
of subscription income-accounted largely for the 
relatively low Blue Cross-Blue Shield rate. The 
operating expense ratio for individual business of 
46.6 percent-almost four times the group rate- 
was responsible for the relatively high overall op- 
erating expense of insurance companies. 

Blue Cross and insurance company group busi- 
ness had the highest claims ratios ; they returned 
97 percent of subscription income and 96 percent 
of premium inccme, respectively, in benefits. Indi- 
vidual business paid out only 58 percent of pre- 
mium income in benefits. 

13lue Cross-Blue Shield income from invest- 
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ments of reserves reduced its 3-percent net under- 
writing loss to $100 million. Individual business 
of insurance companies showed a net underwrit- 
ing loss of 5 percent compared with a g-percent 
loss in group business, but neither of these figures 
takes into account investment income. 

For independent plans, a high claims ratio-96 
percent of subscription income-together with an 
S-percent operating loss ratio resulted in a net 
underwriting loss that was reduced to about 1 
percent by investment income. 

Source of Data 

The data for Blue Cross and Blue Shield plans 
are based on financial statements for all plans 
supplied by the Blue Cross Association and the 
National Association of Blue Shield Plans. Du- 
plication resulting from the fact that six joint 
Blue Cross-Blue Shield plans report identical 
data to both national organizations has been elim- 
inated. Data for Health Services, Incorporated, 
and for Medical Indemnity of America-insur- 
ance companies owned by the Blue Cross and 
Blue Shield associations, respectively-have been 
included. 

The data on premium income and benefit ex- 
pense of insurance companies were provided by 
HIAA. Premium income data come from the Na- 
tional Underwriter Company’s annual survey of 
accident and health insurance and from HIAA’s 
annual surveys of companies in this field. The 
division of group accident and health business 
between health care and wage loss is based on 
HIAA’s annual survey of enrollment, premium 
income, and benefits paid under group business. 



For individual business, the distribution is based 
on HIAA’s annual survey of benefits paid. Oper- 
ating expenses were estimated by applying oper- 
ating expense ratios to premium income derived 
from the National Underwriter Company 
aggregate@ to HIAA premium income. 

Of the total premium and subscription income 
of all private health insurance organizations in 
1970,43 percent was received by Blue Cross-Blue 
Shield plans; 51 percent by insurance companies 
(with group business -about three and one-half 
times the individual business) ; and 6 percent by 
independent plans (table 14). The insurance com- 
pany share of total benefit expense was somewhat 
smaller than their share of premium income. For 
both Blue Cross-Blue Shield plans and the inde- 
pendent plans, the share of benefit expense was 
larger than their share of subscription income. 

From 1948 to 1970 insurance companies have 
consistently received the largest share of all 
premium and subscription income. Beginning in 

‘Argus 1971 Chart of Health Insurance, page 112. 

1955, their claims expenditures ran higher than 
that of Blue Cross-Blue Shield plans. Group busi- 
ness has accounted for much of the increase in 
benefit expenditures: in 1948 the group share was 
almost twice the individual share; in 1970 it was 
almost six times the individual share. From 1948 
to 1964, independent plans showed a gradually 
declining share of subscription income and benefit 
expenditures. Since 1964, there has been a general 
leveling off to about 6 percent. 

Benefit Expenditures and Types of Care 

Sixty-four percent of benefit expenditures by 
all private health insurance organizations went 
for hospital care ; 31 percent for physicians’ serv- 
ices ; about ll/i percent for dental care; and 31/ 
percent for other types of benefits-mainly pri- 
vate-duty nursing and drugs (table 15). Blue 
Cross-Blue Shield plans spent more for hospital 
care-70 percent of benefit expenditures for all 
types of care-than did insurance companies (61 

TABLE 14.-Percentage distribution of subscnption or preminium income and claims expense, by type of private health insurance 
organization, 1948-70 

Subscription or premium income 

- 

1948. -------- __- _ _-- __ _-_ _-_-_ 
;;g: -:----------------‘------ 

- -_--___________________ 
1960 ---___-_______ _ _________-_ 
1961__________________________ 
1962 ---------_--__-_----______ 
1963 --------__________________ 
1964 --__----__________________ 
1965 --------__________________ 
1966 ----_--.__________________ 
1967 -------.__ ________ ________ 
1968 -----------_ _ ___-_--_____- 
1969. ___ _ __ _ __ __ _ _ _ __ _ _. _ _ _ __ _ 
1970 __-________________.______ 

1 Medical sowty data not included. 
* Data not available. 

El 
4512 
45.8 
46.4 
45 6 
45.6 
45.6 

2i.i 
42:s 
42.7 
45 2 
449 

32 8 

ii i 
33’1 
32 7 
31.5 

z:*: 
32:7 
31.9 

;3 4 
12:s 
12.6 
13 1 
12.4 
12.5 
12.1 
12.0 
11.7 
11.6 
12.6 
13 0 

Claims expense 

37 6 
2: 

Et 
33’ 8 

47.3 38 0 

47.6 47.6 z?: 
47.7 38.3 

43.0 43 9 it! 

E E 
51 0 42.7 

48 2 46.6 2: 

- 
1 ii 

0 2 (3 
::: 0.1 

(1) 

:1” :: 

:: :i 

:: 1: 

:: :4” 

* Less than 0 05 percent. 
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TABLE 15.-Benefit expenditures of private health insurance organizations, by specified type of care, 1970 

- 

Type of plan 

Total _____________________ 

Blue Cross-Blue Shield _______ 
Blue Cross _________________ 
Blue Shwld _________________ 

Insurance Companies _________ 
Group polmes ______________ 
Indmdual pohcles ______ ____ 

Independent plans ___________ 
community __-------__----- 
Employer-employee-union.. 
Pn*ate grou~ch& ________ 
Dental serwe corporation.- 

Total _____________________ 

Blue Cross-Blue Shield _______ 
Blue Cross _________________ 
Blue Shield _________________ 

Insurance Companies _________ 
(kmp policies. _____________ 
Individual policies __________ 

Independent plans ___________ 
Community _-_-____-__-____ 
Employeremployee-union-- 
Private group cllnx ________ 
Dental service corporation.- 

- 

-- 

- 

Amount of expenditures 

$15.743 6 $10,007.8 $4.908.2 $246 1 $310 1 $139.8 $4 5 $12.1 $2.8 $118.1 
----~ --~ ---- 

7,060 2 4,933 7 1.969.8 38 11.7 1.0 67.7 
6,009 3 4,815 1 129 0 

iti 11.1 iit 
11.6 

2.050.9 118 6 1,840 8 
:*i 

39: 1 .9 
i* : 

.l 
:: 15.3 

42.4 

Percentage dlstnbution 

100 0 63 6 31.2 15 20 0 9 (7 01 (9 0.7 -- ____-- 
100 0 69 9 27.9 
100 0 96 1 2: :i :? “.: 2 :: 
loo 0 6.8 1.9 .3 (9 (9 2.1 

100 0 

1 Included in other types of care z Less than $50,000 

percent) and independent plans (42 percent). In- 
dependent plans paid out 9 percent of benefits for 
dental care, compared with 1.2 percent spent by 
insurance companies and less than one-half of 1 
percent by Blue Cross-Blue Shield plans. Inde- 
pendent plans spent 44 percent of their income 
for physicians’ services compared with 33 percent 
by insurance companies and 28 percent by Blue 
Cross-Blue Shield plans. 

Benefit Expenditures Per Enrollee 

Table 16 gives some idea of the relative expend- 
itures made by the various private health insur- 
ance organizations for thei, enrollees. In 1970, 
Blue Cross-Blue Shield plans led the other car- 
riers with an average $65.38 per year for hospital 
care benefits per person enrolled for this type of 
benefit. For those enrolled with insurance compa- 
nies for this benefit, the average expenditure was 
$36.81. The average per person was $52.76 in the 
independent plans. The lowest annual expendi- 
ture-$18.11 per person-was made by insurance 
conil%nibs under individual policies. 
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* Less than 0 05 percent 

These averages reflect (1) the high utilization 
rate of hospital care under Blue Cross-Blue 
Shield contracts that provide more days of cover- 
age and more comprehensive coverage of hospital 
costs than group policies of insurance companies, 
(2) the generally meager coverage under individ- 
ual insurance policies, and (3) the relatively 
lower utilization rates under community group- 
practice plans. 

For physicians’ services, community plans led 
the other carriers with a per capita expenditure 
of $54.69: most community plans provide vir- 
tually complete coverage of in-office, home, and 
hospital visits. Blue Cross-Blue Shield plans 
spent $28.50 per person enrolled, and $10.19 per 
person covered was spent under individual poli- 
cies of insurance companies. The enrollment for 
surgical insurance was used in making these cal- 
culations. 

Trends 

Data are presented in table 17 on the premium 
income and benefit expenditures of private health 
insurance organizations from 1948 to 1970. Pre- 

15 



TABLE 16.-Benefit expenditures of private health insurance 
organizations per person enrolled for specified benefits, 1970 

Type of plan Hospital Physicians’ 
care ‘%?WiCC?S 

Blue Cross-Blue Shield ___________________ 
Blue Cross ______________________________ 
Blue Shield _____________________________ 

Insurance companies _______.______________ 
Oroup pohcies __________________________ 
Individual policies ______________________ 

Independent plans ________________________ 
Community. _-------_____.____--------- 
Emplayer employee union ______________ 

8; ;3 
%% 

47.03 
36.81 t% 

x 
25 93 

52: 76 h Ii: 
45.17 54’69 
57.12 31.27 

mium income for all plans rose only slightly faster 
in 1970 than in previous years, but there was a 
marked shift in gains among the carriers. In 19’70 
insurance companies showed the sharpest rise-16 
percent-compared with 9 percent the previous 
year. Blue Cross-Blue Shield plans increased at 
about the same rate as in the previous year- 
18-19 percent. Group business accounted for most 
of the jump ; it rose almost twice as fast as it had 
in 1969. Individual business increased at about 
the same rate as in the previous year. 

Benefit expenditures for all plans rose faster in 
19’70 (20 percent) than the previous year (15 per- 
cent). The disparity was greatest among insur- 
ance companies-21 percent in 1970 compared 

with 9 percent in 1969. The benefit expenditures 
of other carriers increased at relatively the same 
rate as they had in the previous year. 

Benefit expenditures also rose faster than pre- 
mium income except for Blue Cross-Blue Shield 
plans. For all plans, benefits rose 20 percent com- 
pared with a 17-percent rise in premium income 
in 1969. The difference was greatest among the 
insurance companies, where benefits rose 21 per- 
cent compared with a 16-percent rise in premium 
income, and among the independent plans, where 
benefits rose 20 percent compared with a 14-per- 
cent rise in subscription income. 

Despite the shift in the growth pattern of 
income and benefit expenditures, the distribution 
by carrier changed very little. In 1970 insurance 
companies received 51 percent of the premium 
income of all private health insurance plans, com- 
pared with 52 percent in 1969 (table 14). Blue 
Cross-Blue Shield income accounted for 43 per- 
cent of total income of all plans, up from 42 
percent the previous year. Independent plans re- 
ceived about 6 percent-the same as in 1969. The 
relative shares in benefit expenditures remained 
about the same. Insurance companies paid out al- 

TABLE 17.-Subscription or premium income and benefit expenditures of private health insurance organizations, 1948-70 
[In millions] 

YWlr Total 

Blue Cross-Blue Ehield plans 

Total 
I I 

Blue Cross Blue Shield 

Insurance companfes 

1948 __--_________________________________ $862 0 
19w __--___________-_____________________ 1.291.6 
1966 __--_________________ _____________--- 
19&l ________________________ -_-__ ________ 

y4j.o” 

1961 -------qqqq---q --_- _-- ----_ -- -- _ _- -_- 6:673:3 
1962 ~~~-_~-~~~~~~~~_-~~.~~ _-_-_. _-- __--__ 7,411.l 
y&--~ --------__---_______.--------- 

- .- ----__--__-_-_________________ 
y;.; 

1965 --~-~~---~-~~~~~~~~____ -___ _-_-_ _--__ 10:001:3 
1964 --_-___-_-___-- _ __-_-______ ______--__ 10,584 1 
1967 ___-_________-__---________ ________ __ 11.105 3 
1968.-. - _ _ _ _ _ _ _ _ _ _ - _ _- ___ _- _ __ _ _ _ _ _ - -_ _ _ _ 12,898 7 
1969... - _ _ _ _ _ _ _ _ _ _. _ -- - _ __ __ __ _ _ _ _ _ __- - _ _ 14,657 7 
1970 _______________ _ _____________________ 17,184 8 

4.169.0 
4.327.8 
4.555.3 
6.187.1 
!g; $J . I. 

8;; ; 
910.7 

1,773 0 

z!: t 
2:438:7 
2.697.6 
2.X13.7 

Income 
I 

Ei : $8) 
800’7 
995 8 
960.7 

1.087.5 
1.175.3 
1.241.9 
1,325.3 
1,622 1 
1,790.4 
2,223 8 

‘4g 
1,626.g 

xz : 
6:858’0 
6,933 0 
7,569 0 
8,746.0 

2,708 0 
2,913 0 

6,685.0 
6,774 0 

$209.0 
272 0 
604 4 
9x3 0 

1,013 0 
1.102 0 
1,223 0 
1,355 0 
1,559 0 
1,608 0 
1,&&o 
1.774.0 
1,384.o 
1,972.0 

$76 0 
112.6 
230.3 
331.9 
i41.2 

L% i 

k% 
641:3 
692.0 
778.0 
933.1 

1.067.9 

Beneflt expenditures 

“E : 
2,636:7 
4,996.3 

9.141 8 
9,544 8 

11,343.g 
13.068.6 
15,743.5 

$308 0 
490 6 

1,146.7 
2,287.l 
2,585 4 

Ei : 
3:574 4 

%i : 
4:082:8 

XE t 
7:otQ. 2 

$269.0 

ZEi 
1,646:2 
1.867.1 
2.064.5 
2.317.3 
2.192.8 
2,853 4 

‘22&l 
1,17Y.O 
2,389 0 
2,70&O 
3,012 0 
;,;g ; 

4:265 0 
4,w.o 
4,837.0 
5.791.0 
;a$.; 
* . 

950.0 
957.0 

1,146.0 

$70.0 
101.3 
210 0 

“E 
438: 2 
467.8 
494.7 
551.0 
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most 49 percent of all benefit expense of private 
health insurance organizations, the Blue Cross- 
Blue Shield share was about 45 percent, and inde- 
pendent plans expended Sl/ percent. 

The stabilized growth pattern in Blue Cross 
plans resulted in a decrease in the claims expense 
ratio in 1970 to 97 percent and a corresponding 
decrease in the underwriting loss to 21/2 percent 
(table 18). A sharper rise in claims expense than 
in income brought Blue Shield claims up to 93 
percent of premium income and its underwriting 
loss up to 4.3 percent (table 19). In 1969 the ratio 
of benefits to subscription income had been 98 
percent for Blue Cross plans and 91 percent for 
Blue Shield plans. Their net underwriting losses 
had been 3.6 percent and 2.5 percent, respectively. 

Because the claims expense of insurance compa- 
nies increased almost 6 percentage points more 
than premium income, their claims expense ra- 
tio rose from 83.3 percent in 1969 to 87.5 percent 
in 1970. Their 4.6-percent underwriting loss went 
up to 8 percent (table 13). 

Claims expense under group business amounted 
to 96 percent of premium income (94 percent in 
1969) and. operating expense was 13 percent of 
premium income. The B-percent rise in claims ex- 
pense pushed up the net underwriting loss to 9 
percent (table 13). This loss was replaced to some 
degree by income from investment of reserves but 
largely by gains in group disability and group 
life insurance. 

Under insurance companies’ individual policies 
the claims ratio of 58 percent was higher than the 
1969 ratio of 51 percent; the operating-expense 

ratio was 47 percent, compared with 46 percent in 
1969. A small underwriting gain that occurred in 
1969 was wiped out by the 1970 5-percent under- 
writing loss. Again, this loss was lessened to some 
degree by income from investment of reserves. 

The trend in the distribution of benefit expend- 
itures of private health insurance organizations 
from 1950 to 1970 is delineated in table 20. The 
1970 distribution shows little change from that of 
the immediately preceding years. 

Net Cost of Private Health Insurance 

In 1970 the net cost of private health insurance 
to the American public was $1.4 billion, down 
from $1.6 billion in the preceding- year. This 
amount is the difference between earned premium 
or subscription income and benefit expenditures 
(claims expense). It represents the retentions by 
the carriers to cover operating expenses, profits, 
and such additions to reserves not accounted for 
:by deductions from premium income or inclusion 
in claims expense. Retentions of Blue Cross-Blue 
Shield plans amounted to $311 million, compared 
with $252.5 million a year ago. Most of the in- 
crease was accounted for by Blue Cross plans; 
their retentions jumped 47 percent over 1969, 
compared with a g-percent rise in retentions by 
Blue Shield. Approximately $1.1 billion was re- 
tained by insurance companies (compared with 
$1.3 billion in 1969) and $41 million by independ- 
ent plans (down from $74 million in 1969). It 
should be pointed out that insurance companies 

TABLE la.-Financial experience of Blue Cross plans, 1950-70 1 

[Amounts In thousands] 

Ye8I Reserves 

I 

pm& _ _ -__-___---__ 
_______________ 

j~2::::::::::::::: 
_______________ 

y&. -_---_____-_ 
_--__-_____-__ 

1966 ’ --____________ 
y3& _ ___-_________ 

_______________ 
EJ::::::::::::::: 

-__-----_-_-_-_ 

$116,531 
254,407 

E*E 
aw:e20 
492,872 
611,112 
Ml,LWB 
649,633 
797,675 
301,389 

- 

.- 

%G 
1,783:172 
2.011,062 
2,239,747 
2.467,196 
2.731,380 
3.031,470 
3.121,111 
yy& 

4:419:296 
6,385,835 

Total 
earned 
income 

%i:E 
1.802.789 
2.036.740 
2.267.623 
2.497.377 
2,766.329 
3.074.651 
3.168,187 
;,;;;A767 

4:489: 260 
6.467,512 

Claims 
expense 

w&g 

1,654: 951 
1,372,939 
;Jo&~ 

2:624:392 
2.887.187 
2.912.733 
2.996779 
yg.79; 

a:nm:ss2 

Operating 
expense 

;::sEi 
256:227 
302,463 

T 
%--ii:" 

or 10~4 

$17.371 

upon 
63:631 
47,235 
$92 

b2:SIiK 
;9$3~ 

-7:oos 
r:;*g,” 

CMIllS operathlg 
expense expense 

-- 

* Data In 811 years exclude Health Services, Inc , and are not adjusted for 
duplication between Blue Cross end Blue Shield 
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TABLE lg.-Financial experience of Blue Shield plans, 1950-70 1 
[Amounts in thoussnds] 

7- - 
I 

- 

_- 

- 

As percent of subscription income 
Net 

income as 
PwcCttll of 

income 

Earned sub- Total 
scription earned 

income Income 
Claims 
expense 

Operating 
expense Claims 

expense 
Operating 
expense 

Under- 
writing 
e&or 

Year RfFssIVls 

I- 
sg.;;; 
741:164 
837,773 
974,086 

1.086.366 

?~~~:89143~ 
1:399:ew 

:+x2 
2:co7:970 
2.320,877 

$l40”:.5$ 

761: 629 

%% 
1.101:745 
1,227.557 
1,338,907 
1,413,185 
l.b19,309 
1,747.867 
2.054.671 
2,369,6W 

3;;; ,gg 
670: 776 
752.695 

%% 
1.095:713 
1.190.486 
1.226.383 
1,261.650 
1.481.070 
1,834.496 
2,166,672 

%E 
76:245 
82,741 
91,136 
99,662 

:y”5$$ 

V&364 
148,759 
18o,lb4 
222,614 
254,726 

%yg 
4:ws 

82 78.8 8 

13.656 2: 
2b.421 89 2 
gy$ 89 9 

32:481 Ei 
58,938 

1os.w9 
86,643 

-2.438 
-53.698 

* Data in all years exclude Medical Indemnity of America and are not 
adjusted for duplication between Blue Cross and Blue Shield 

pay premium taxes pf 2-3 percent (varying from 
State to State) from which Blue Cross-Blue 
Shield plans and independent plans are generally 
exempt. These plans do, however, carry the full 
cost of administration. Under most large group 
insurance policies the employer performs much of 
the administrative work, including determination 
of eligibility and review and payment of claims. 

Over the years, consumers have been able to 
buy health insurance on increasingly advanta- 
geous terms in the sense that they get back in- 
creasingly more of their premium or subscription 

TABLE ZO.-Benefit expenditures of all private health in- 
Burance organizations, by specified type of care, 1950-70 

’ Includes Jamaica 
*Includes Puerto Rico but excludes Jamaica 

dollar in benefits. Evidence of this trend is the 
steady decline in the retention ratio-retentions 
as a percent of premium income (table 21). In 
1948 the retention rate for all private health in- 
surance organizations was 30 percent; in 1970 it 
was 8 percent. This decline is the result of two 
main factors : (1) The steady drop in the reten- 
tion rates of both Blue Cross-Blue Shield plans 
-although the Blue Cross plans edged up this 
year-and group insurance business and (2) the 
steady decline in the relative importance of insur- 
ance company individual business with its very 
high retention rates. Retention rates for inde- 
pendent plans dropped from 8 percent in 1969 to 
4 percent in 1970. Community plans and employ- 
er-employee-union plans are lowering their reten- 
tion rates, and private group clinics and dental 
corporations are showing considerably higher re- 
tention rates. 

Year 

P 
(1 

$99 
133 
155 
18b 

;ii 
318 
447 

iif 
828 

w92 
2.b36 
4.996 
6.695 
6,344 
6,980 
yg 

9:142 

lxz 
13:069 
15.744 

Proportion of Consumer Expenditures Met by 
Insurance 

Forty percent of consumer expenditures for 
personal health care was met by private health 
insurance benefits in 1970.6 This figure does not 
include the net cost of obtaining health insurance 
protection-the difference between health insur- 
ance premiums or subscription costs and benefits 
-since prepayment expense is regarded as a non- 
personal health care expenditure. 

‘See Barbara S. Cooper and Nancy L. Worthington, 
Nalzonal Health Expenditures, Calendar Years 1929-70 
(Research and Statistics Note No. l), Office of Research 
and Statistics, 1972. 

Percentage distribution 

1 Included in physicians’ services. 
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TABLE 21.-Retentions 1 of private health insurance organizations as a percent of subscription or premium income, 1948-70 1 

1960. _ _ _ _ _ - - - _- _-_ __ - - - - _ -_ - -. 
1961. _ _ __ _-_-___-_--_---_-_- _. 
1962.. -_----_--------_-_-_---. 
1963 ______-_-_-_-___---------. 
1964 _________--_-___-_-_-----. 
1965 ____-__--_-_-_-____---~--. 
196fL ____-_-----__-_-_-__ __ _. 
1967. _ -__ _-----_--_- _ __-____ _. 
1963 ____________________-----. 
1969 ____________________-----. 
1970 ____________________-----. 

- 

-- 

- 

Blue Cross-Blue Shield plans 
I 

I Insurance compsnk? Independent plans * 

Total 

45 8 
33 9 
27.5 

21.1 
21.0 
20.9 
19.4 
19.1 
18.4 
18.1 
17.4 
18 5 
10.7 
12 6 

1 Amounts retained by the organizations for operating expenses, addition * Derived from table 17. 
to reserves, and proflts * Data by type of plan before 1966 not avallable. 

The proportion of expenditures met by private 
health insurance varies with the type of care. For 
hospital care, it met ‘73 percent of consumer ex- 
penditures in 1970 compared with 71 percent the 
preceding year, but this proportion is still low 
when compared with ‘76 percent of hospital ex- 
pense met by insurance in 1968. Apparently infla- 
tion was still kicking up hospital costs faster 
than benefits could adjust. For physicians’ serv- 
ices the proportion met by private health insur- 
ance was 48 percent in 1970, compared with 43 
percent in 1969. For other types of health care the 
proportion remained about the same-5.5 percent. 
Except for the limited gain with respect to hospi- 
tal care, the proportions of expenditures met by 
private health insurance continued the upward 
trend of previous years, as shown below. 

various drug sundries, and sunglasses. If these 
kinds of health care expenditures were to be de- 
ducted from consumer health care expenditures, 
the proportion of such expenditures met by insur- 
ance would be probably 3 or 4 percentage points 
higher than shown above. If, however, health in- 
surance premiums were included as consumer ex- 
penditures for personal health care, the propor- 
tion covered by insurance benefits would be lower. 

Proportion of Total National Expenditures Met 
by Insurance 

The estimates of consumer expenditures for 
health care include some items that are not cov- 
ered by health insurance-nonprescribed drugs, 

Total national expenditures for personal health 
care (excluding expenditures for insurance pre- 
miums and administrative expenses of public pro- 
grams as well as research and construction) 
amounted to $61.8 billion in 1970.e Twenty-five 
and one-half percent of this amount (as com- 
pared with 24 percent in 1969) was met by pri- 
vate health insurance, 38 percent came from 
direct out-of-pocket payments by consumers, 35 
percent was met by public funds, and 1.5 percent 
came from philanthropy. Thus, in 1970, private 
payments by consumers-out-of-pocket and 
through private health insurance-made up ap- 
proximately 63 percent of the total national ex- 
penditures for personal health care. 

Year Total Hospital Physicians’ 
care services 

“y&P- 

1950m..mmm-mmm-.. 
1955-. ___________ 
1960m..--m--S-.-. 
1961-.Sm-m------- 
lSBZ-.m--mm-.-..- 
1963-....m.-.---- 
;;%& _____-_______ 

___-_---_-___ 
1966......--s--w 
1967. ____________ 
;;c!- _ _____-__-_- 

______--_--__ 
1970. _ _---_______ 

12.0 
25 0 

ii-“7 
33’0 
33.6 
32.2 
32 8 

%i 
41:o 
43.6 
48.1 

t Included in physicians’ services 

Prlrate 
Indl- Em- 

Group vidual 
policies poltdes Total Com- ployer- %rx 

munity mllc&Ea- 1 
------- 

- 
I 
, 

_- 

- 

a op. cit. 
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