
Private Health Insurance: Coverage and 
Financial Experience, 1940-66 

PRIK4TE HEALTII INSURANCE in 1966 
continued its expansion in the numher of persons 
and services covered and in premiums and benefit 
expenditures. ,4hout four-fifths of the population 
under age 65 have private health insurance cover- 
age of one type or another. IIealth insurance 
meets more than 70 percent of all consumer ex- 
penditures for hospital care hut less than a third 
of consumer expenditures for all types of per- 
sonal medical care. In 1966 private health insur- 
ance organizations entered on a new role-as 
fiscal intermediaries under the Federal Govern- 
ment’s program of health insurance for the aged 
(Medicare). 

COVERAGE 

ITp to t,he present, estimates of the number and 
proportion of the population having health in- 
surance have typically run in terms of persons 
with some health insurance coverage of hospital 
care, surgery, and in-hospital physician visits. 
Private health insurance has now outgrown these 
conceptions. Today the extent of health insurance 
can he discussed adequately only in terms of the 
number and proportion of the population with 
some coverage of all the main types of personal 
health care, including at, a minimum: hospital 
care ; physician services for surgery, in-hospital 
medical visits, out-of-hospital X-ray and lahora- 
tory examinations, and office and home visits; 
dent)al care ; out-of-hospital prescribed drugs; 
visiting-nurse service; private-duty nursing; and 
care in extended-care facilities and/or nursing 
homes. 

For a complete picture, of course, other items 
of care should he added-for example, hospital 
outpatient care for accidents and emergency ill- 
ness; prosthetic appliances (artificial limbs, 
braces, etc.) ; home health services other than 
nursing; eye refraction examinations and the pro- 
vision of eyeglasses ; ambulance service ; and medi- 
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cal rehahilitation to the extent that this service 
is not fully included in any of the foregoing. In 
other words a discussion of health insurance 
coverage should deal with all types of personal 
health care required for the prevention and cure 
of disease and the maintenance or restoration of 
health. To keep the discussion within manageable 
limits, this article will deal only with items of 
care listed in the preceding paragraph. 

Only as short a time ago as, say, 10 years, 
many of the above-mentioned services or items of 
care were considered “uiiiiisur:l~le”-that is, it 
was thought that insurance against them could 
not he written with profit to the carrier or with 
advantage to the insured. One reason for this 
viewpoint was the presumed danger of adverse 
selection since the use of these services was con- 
sidered to he so largely within the control of the 
individual. A4notlier was that there was no real 
need of spreading the risk for such services since 
the costs could be foreseen or tended to occur in 
small amounts. Still another reason may have 
been the lack of knowledge of the extent to which 
the services would he demanded or their cost. 
Today all these services or items of care are being 
covered by health insurance organizations. 

It has become necessary, then, to break out of 
former confining shells and to deal with health 
insurance for all of the main iterns of health care. 
This will he done henceforth in this series of 
annual articles on private health insurance. 

This year’s article makes a new departure in 
another respect. Because of Medicare, which be- 
gan operations ,July 1, 1966, it, is no longer fully 
meaningful to discuss health insurance in terms 
of the number of people of all ages with private 
health insurance protection. Formerly, to all in- 
tents and purposes, private health insurance was 
the only instrumentality through which the public 
could purchase health care on a prepayment basis 
or obtain insurance protection against its costs. 
h’ow virtually all persons aged 65 and over have 
substantial entitlement to hospital care, care in 
extended-care facilities, and cert,ain home health 
services under the hospital insurance provisions 
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of Medicare, and approximately 93 percent of all 
aged people have some coverage of physicians’ 
services (whether in the hospital, ofice or home), 
of certain home health services, and of appliances 
(artificial limbs, braces, etc.) under the medical 
insurance provisions. The private healt,h insur- 
ance that most of the aged have is complementary 
to their Medicare coverage. Some of the aged 
(perhaps 20 or 25 percent) who formerly had 
private health insurance coverage have dropped 
it. Because of this new factor in the situation, 
meaningful discussion of the extent of private 
health insurance should henceforth be in terms 
of the numbers in the population under and oveI 
age 65, as well as the total for all ages. 

Estimates of the number and percent of the 
population having some coverage of each main 
item of care as of the end of 1966 are summarized 
below and are set forth in detail in tables 1, 2, 
and 3. 

All ages 

Type of service Per- 

tion 1 

S~gery~.................. 
In-hospital visits.......... 
X-ray and laboratory ex- 

aminations 2 . . .._.____._. 
Physicians’ olfice and 

home visits.....-----.--- 73.7Mi 37.9 70.993 40.4 2,713 14.5 
Dentalcare.~~............ 4,227 2.2 4,143 2.4 .4 
Prescribed drugs 2..-.-.w.- 65.544 33.7 63,845 36.3 1,6! 9.1 
Private-duty nursing...... 68,722 35.3 66,632 37.9 2,090 11.2 
Visiting-nurse service----- 79,004 40.6 76,453 43.5 2,551 13.7 
Nursing-home care ________ 17,814 9.2 14,999 8.5 2,815 15.1 

158,022 81.2 148,589 
144,715 74.4 137,448 
116,462 59.9 110,754 

93,459 48.0 89,750 

- 

Under age 65 Aged 65 
and over 

‘Jumbel 
in thou 
sands) 

Per- Per- 
‘3’ Number ““d;” 

;;: sands) 
(in thou- $:. 

tion 1 tion 1 
~-- 
84.5 9,433 50.5 
78.1 7.267 38.9 
63.0 5,708 30.6 

51.0 3,709 19.9 

1 Civilian population. * Out-of-hospital. 

It should he emphasized at the outset that these 
figures are estimates. They are approximations, 
since precise accuracy is not yet possible in this 
field. Second, the figures are based on the enroll- 
ment reported by or for the various t,ypes of 
health insurance organizations. Over the years 
such estimates have run consistently higher than 
the findings of household surveys by the Public 
Health Service and other organizations on the 
number of people with health insurance cover- 
age. The margin of difference is now about 6 
percentage points for hospital care and 4 per- 
centage points for surgical service. It was form- 
erly higher but was narrowed this year by a 
downward revision in the Health Insurance As- 
sociation of America (HIAA) estimate of per- 
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sons covered under the individual policies of in- 
surance companies. Third, the data indicate only 
the number with some protection, and for certain 
services the degree of protection in terms of the 
proportion of expense covered by the insurance 
is quite slight. 

According to these estimates 85 percent of all 
persons under age 65 have some health insurance 
protection against hospital care and 78 percent 
have some insurance against, surgical expense. 
The proportion with protection ranges downward 
for the other types of care to about 2 percent for 
dental care. Although substantial proportions- 
40 percent and 36 percent-are shown as having 
some insurance against doctors’ office and home 
visits and out-of-hospital prescribed drugs, the 
great majority of these are covered under “major 
medical” provisions that allow benefits only after 
the insured has paid a certain amount (a deduct- 
ible) out of pocket. In any one year only a small 
proportion of covered persons would have any 
part, of their expenses for these items covered. 

Among persons aged 65 and over, 51 percent 
have private health insurance coverage of hospital 
care and 39 percent are covered for surgical ex- 
pense. Before Medicare, approximately 60 per- 
cent of the aged (according to estimates based on 
enrollment reported by carriers) were estimated 
to have some hospital insurance coverage. It is 
plain that most of the aged who formerly had 
private coverage have continued it, though for 
benefits that complement those under Medicare. 
The figures reflect the fear of heavy medical ex- 
penses that many of the aged have and their 
strong desire for as good protection as they can 
obtain. 

The extent of insurance protection is greatest 
for hospital care, surgery and in-hospital physi- 
cian visits-that is, for services received by hos- 
pital bedpatients. A much lower proport,ion has 
protection against services or care outside of the 
hospital. The proportion with coverage against 
the cost of care in extended-care facilities or nurs- 
ing homes and for visiting-nurse service or home 
health services-services that can reduce t,he need 
for hospital care-is low. Since the major medi- 
cal policies or contracts, which provide aleost all 
of the coverage of doctors’ ofice and home visits, 
uniformly exclude coverage of physician services 
for physical examinations and health check-ups, 
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TABLE I.-Private health insurance enrollment as of December 31, 1966: Number of persons of all ages with some coverage of 
specified services or expense 

[In thousands] 

Type of plan Hospital 
care Surgical 

services 

I- I----- 
Blue Cross-Blue Shield plans .___________ 

Blue Cross-----_-----_---------------- 
Blue Shield . . .._______ -___-_- _.__ .___ 

Insurance companks: 
Group policies .._. -.---._---- .___ --_-_- 
Individual policies _._.. -.__-.-.__--_ .__ 

Unadjusted total.--- ________________ 
Lessduplication~.~.. ___._ --_-.__- 
Net total .___________ ----...---.-.- 

Independent plans-.~..-------.-~-~-.~-- 
Community-consumer...---.-~---~~-~- 
Employer-employee-union . .._ ________ 
Private group clink ________________.__ 
Dental society plans-.~-~-~~------.---- __ 

65,638 57,916 
63,408 3,417 
2,230 54,498 

69,570 70,268 
33,641 29.301 

108,211 99,569 
10,307 9,275 
97,404 90,294 
6,633 8,325 
1,964 3,526 
4,618 4,601 

51 198 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Gross total, all plans ----_.-._-- 169,675 156,535 
Less duplication 8 _______._...___ . . . . . . .._._ . .._ .._._. 

Net number of different persons... 9 58,022 8 144.715 

Percent of U.S. civilian population lo---- 9 81.2 0 74.4 

Physician services 

In- 
hospital 

visits 

54,441 
3,212 

51,229 

54,050 
11,473 
65,523 
4,633 

60,840 
7,526 
3,514 
3,777 

235 

122.307 
_.__--.-. 
9 116,462 

059.9 

X 
1s 

I 

1 In physicians’ offices, clinics or health centers. Excludes those covered 
only in hospital outpatient departments or those covered only in accident or 
fracture cases or when services are followed by surgery. 

2 Number covered for all conditions. Excludes those eligible for care only 
after hospitalization. 

3 Excludes those covered for drugs only after hospitalization. 
4 Assumes that all persons covered for private-duty nursing arc also covered 

for visiting-nurse service. 
6 Not estimated separately, in many cases coverage is jointly written. 

it follows that almost all of this health insurance 
is for the care of illness and very little gives any 
coverage of services for the prevention of illness. 

Sources of the Data 

These estimates are built up from data pro- 
vided by or gathered for each of the three groups 
of health insurance organizations-the Blue Cross 
and Blue Shield plans, insurance companies, and 
the so-called independent plans (all organizations 
providing prepayment or health insurance cover- 
age other than Blue Cross-Blue Shield plans or 
insurance companies). 

The data on hospital and surgical coverage of 
the Blue Cross and Blue Shield plans have been 
furnished to the Office of Research and Statistics 
by the Blue Cross Association and t,he National 
Association of Blue Shield Plans. The data repre- 
sent enrollment reported by the plans to the na- 
tional 0rganizations.l 

The Office of Research and Statistics has been 

1 For enrollment of individual plans and data by state, * See Louis S. Reed and Kathleen Myers, “Private 
see Louis S. Reed and Willine Carr, Blue Cross-Blue Health Insurance Coverage Complementary to Medicare,” 
Shield Enrollment and Finances, 1966, Research and Sta- Social Recnrif2/ Bulletin, August 1967. This article sum- 
tistics Note No. 19, 1967. marizes a more detailed report now in preparation. 

.-ray and ofiw and 
bboratory 
erami- home 
letions 1 visits 2 

23.300 14,753 

I;] I;] 

53,000 52,WO 
9,800 5,100 

62,800 57,100 
3,035 2.800 

59,715 54.300 
7,335 ’ 6,933 
3.547 3,358 
4. loo 3,351 

138 224 
._________ --._.---__. 

96,350 75,986 
2,391 2,280 

93,459 73,706 

48.0 37.9 

.- 

Dental 
me 

16 21,900 

I;{ 

2,ooo 
2,000 

xi 
‘170 
389 
622 

1,030 

10.300 13,150 

;;j I;{ 

51,700 51,000 
4,400 5,100 

56,100 56,100 
2.750 2.750 

53,350 53,350 
2.732 3,624 

312 1,615 
2,400 2.000 

20 9 

- 

-- 

_ _. 

51,OiJa 
5,100 

56,100 
2,750 

53.350 
5,366 
3,565 
1,600 

1 
_-_..--_-. 

4.227 66,882 70.124 30,616 
_ . _ _ _ _ _ _ _ 1,333 1,402 1,612 

4,227 65,544 68.722 79,004 

2.2 33.7 1 35.3 40.6 

- 

F 

1 

_- 

‘ryr$pd Private- 
(out*f- duty 

lospital) 8 nursing 

Visiting- 
nurse 

service 4 

- 

1 

.- 

_. 

_ 

- 

y&g- 

care 

._________ 
Et’330 

177 
5,823 
1,271 

71 
12,OO 

17,994 
180 

17,314 

9.2 

6 Calculated by HIAA for hospital care, surgery, and in-hospital visits: for 
other services, derived from tables 2 and 3. 

7 About 15 percent of this number not covered for home calls. 
8 Calculated at 3 percent for X-ray and laboratory examinations and for 

office and home visits, zero for dental care, 2 percent for drugs, private-duty 
nursing, and visiting-nurse service and 1 percent for nursing-home care. 

9 HIAA estimates. 
10 Based on Census estimate of 194,550,ooO as of Jan. 1, 1967. 

responsible for the combination of Blue Cross 
and Blue Shield data. The figures for all other 
services are Office of Research and Statistics esti- 
mates, based upon data supplied by the two na- 
tional organizations. 

Both national organizations reported sepa- 
rately the enrollment for aged persons under 
coverage complementary to Medicare. Data from 
a previous study had shown the benefits provided 
by individual plans under complementary con- 
tracts.2 By considering the enrollment of each 
plan, it was possible to approximate the number 
of aged persons covered for each service and by 
subtraction to obtain the number of persons under 
age 65 so covered. 

The data for insurance companies have been 
provided by the Health Insurance Association of 
America, an association of insurance companies 
writing health insurance. This organization an- 
nually makes surveys of all insurance companies 
writing group and individual accident and health 
insurance policies. In the survey for 1966, re- 
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TABLE 2.-Private health insurance enrollment as of December 31, 1966: Number of persons under age 65 with some coverage of 
specified services or expense 

[In thousands] 

T Physician services 
T 

‘rescribec 
drugs 

(out-of- 
lospital) ! 

F 

t 

_- 

Private- Visiting- Nursing- 
duty II”*%2 home 

nursing service 4 care In- 
hospital 

visits 

Dental 
care Ii Type of plan Hospital 

care “8;;;a;,$, Office and 
exami- home 

nations 1 visits * 
Surgical 

1,960 

10,400 

[:I 

12,400 

j;,’ 

50,700 50,000 
4,300 5,000 

55,000 55,000 
2,750 2,750 

52,250 52,250 
2,516 3,363 

297 1,539 
2,200 1,815 

19 9 

2$750 

id 

50,000 
5,000 

55,000 
2,750 

52,250 
5.039 
3,408 
1,630 

1 

65,166 68,013 78,039 
1,321 1,381 1,586 

63,845 66,632 76,453 

36.3 37.9 

8,3CQ 

i;; 

5,900 

5,900 
177 

5,723 
1.128 

68 
1,060 

Blue Cross-Blue Shield plans.----.-.-..- 60,707 
Blue Cross~~~-.----~.--~-..~-~.~-.~~-- 58,635 
Blue Shield........-.-..--------------- 2,Oi2 

Insurance companies 
Group policies ..____________ --_- ____ -_. 67,546 
Individual policies -..---.-.-.-.---- 35,729 

Unadjusted total..-.-----.-.--- 103,275 
Less duplication 6 -._-_-- .__. -- 10,484 
Net total...--.------- _._.____._._. 92,791 

Independent plans . . . .._................ 6,196 
Community-consumer...--...-.- -. 1,882 
Employer-employee-union . . . . --- -. 4,295 
Private group clinic ___... -_-_-_- __.. -. 39 
Dentalsociety.... _________.___.___.._. .---.---.-. 

53,805 50.563 
3,161 2,971 

50,644 47,592 

68,574 52,901 
27,479 10,857 
96,053 fi3,758 
9,060 4,599 

86,993 59,159 
7,838 7,047 
3,389 3,377 
4,263 3,447 

186 223 

148,636 116,769 

9 137,448 Q 110,754 

978.1 ‘63.0 

26,665 13,564 

;;I $j 

52,000 51,000 
9,700 5,000 

61,700 56,000 
3,085 2,800 

58,615 53,200 
7,324 ‘6,482 
3,388 3.199 
3,760 3,071 

176 212 

1,960 

1,960 
2,167 

167 
381 
610 

1,009 

4,143 

4.143 

2.4 

15,151 
152 

14,999 

8.5 
- 

92,604 73,246 
2,854 2,253 

89,750 70,993 

Gross total---.-..---.-.--------.-... 159,694 
Less duplication * __..___...._._... ..~-~~ 

Net number of different persons.-..- Q 148,589 

51.0 / 40.4 Percent of population under age 65 IQ---- 9 84.5 

1 In physicians’ off~ces, clinics or health centers. Excludes those covered 6 As estimated by HIAA for first three services; calculated at 5 percent for 
only in hospital outpatient departments or those covered only in accident or X-ray and laboratory examinations, ollice and home visits, prescribed drugs, 
fracture cases or when scrviccs arc followed by surgery. private-duty nursing and risiting-nurse service. at 3 percent for nursing-home 

2 Number covered for all conditions. Excludes those eligible for care only 
after hospitalization. 

3 Excludes those covered for drugs only after hospitalization. 
4 Assumes that all persons covered for private-duty nursing are also covered 

for visiting-nurse service. 

kc and zero for dental care. 
7 About 15 pcrccnt of this number not corered for home calls. 
8 Duplication as shown in table 1, less estimated duplication among aged 

as given in table 3. 
0 HIAA estimates. 

5 Not estimsted separately; in many cases coverage is jointly written. 10 Based on Census estimate of 175,880,OOO as of Jan. 1, 1967. 

plies were received from companies writing 09 
percent of all group business and 83 percent of 
all individual business. 

The Association estimates the number of per- 
sons covered by nonresponding companies on the 
basis of their premium volume as reported to the 
State insurance commissions. From the gross 
total number of persons covered under group and 
individual policies a deduction is made for per- 
sons covered under more than one group policy 
or holding more than one individual policy or 
with coverage under both group and individual 
policies. The remainder represents the HIAA 
estimate of the net number of different persons 
with some coverage by insurance companies. The 
HIAA estimates have generally been confined to 
three services-hospital care, surgery, and what 
it calls “regular medical” (all persons so covered 
are deemed to be covered for physicians’ in- 
hospital visits). Insurance company coverage of 
the other services has been estimated by the Office 
of Research and Statistics from HIAA data. 

age, with a breakdown of “regular medical” cov- 
erage into fire subdivisions. From t’hese data it 
estimated coverage for the three chief services, 
by age.3 

There are now four types of “independent” 
plans: (1) plans operated by communitjy or con- 
sumer groups ; (2) plans operated by union wel- 
fare funds, employers, employee benefit associa- 
tions, and unions; (3) plans operated by private 
medical and/or dental group clinics ; and (4) 
dent,al care prepayment plans sponsored by dental 
societies.4 

The Ofice of Research and Statistics is the sole 
source of national information regarding the 
number of persons covered by the first three types 
of plans. Its information is based upon surreys 
every 3 or 4 years of all known plans of these 
types, combined with data from surveys in the 
intervening years of approximately 30 of the 
larger plans that have a substantial share of the 
total enrollment. The last full survey of all 

The HIAA asked responding companies to pro- 
vide data on the number of persons of all ages 
and the number of persons under age 65 covered 
for eight different items of care or types of cover- 

3 See High Points of Voluntary Health Insurance in 
the Unitctl States, as of Dcccmbcr 31, 1966, Healt,h In- 
surance Gouncil, 1’367. 

4 d fifth type-medical prepayment plans sponsored by 
medical societies (other than Blue Shield), has become 
insignificant or nonexistent as such plans have affiliated 
with Blue Shield and thus ceased to be “independent.” 

6 SOCIAL SECURITY 



TABLE 3.-Private health insurance enrollment as of December 
age of specified services or expense 

1, 1966: Kumber of persons aged 65 and over with some cover- 

[In thousands] 

Type of plan Hospital 
ca*e 

Blw Cross-Blue Shield plans _._... -._- __._ -.-__.-. 4,931 
Blue Cross..~..-.~--~.~..~~~..~-~~~~.~.-.~-~~~-~ 4,773 
Blue Shield- . . . . ..____.._._...._._. -- __...____ -_- 158 

Insurance companies: 

4,111 3,X78 
256 241 

3.555 3,637 

Group policies........~-.~....~~~-.---~...~~.--.. 2,024 1,694 
Individual policies....... _..._ -..- . ..__..... 2.912 1,822 

Unadjusted total.. _.__ _--- ._.._ --_.. 4,936 3,516 
Less duplication ~--.- . . . ..___.. -- ._..__._.... 323 215 
Net total ..____. -.-_- ______ -..-.-___-.--.--.- 4,613 3,301 

Independent plans.. _.._ .__. _-..-_- ..___._. ---.-_ 437 
Community-consumer . . . . .-.- .._...._...__._... 102 
Employer-employer-unioll..... .._...._...__._... 323 
Private group clink .._.. _ .__.........__......... 12 
Dental society..--~-.-.-.~.~~-.-.-..--~.~.~-..... -._..-_.. 

Grosstotal.....~--.~--...------...-~~ -.-....- 9,981 
LessduplicationS..~.~........~ . . . . . . . .~ 

Net number of different persons covered....... 3 9,433 

Percent of population aged 65 and over IO- _._.._... 950.5 

7 

Surgical 
services 1 

In 
lospi tal 
visits 

I- 

1,149 1,000 
616 100 

1,765 1,100 
84 _._._-. 

1,681 1,100 

487 
137 
338 

12 

479 
137 
330 

12 

7,899 6,038 

9 7,267 0 5,708 

938.9 9 30.6 

Physician services 

1 In physicians’ offices, clinics, or health cmtcrs. Exrludes those covered 
only in hospital outpatient departments or those covered only in accidents or 
fracture cases or w-hen scrrices are followed by surgery. 

2 Number covered for all conditions. 
after hospitalization. 

Excludes those eligible for care only 

3 Excludes those covered for drugs only after hospitalization. 
4 Assumes that all persons covered for private-duty nursing are also covered 

for visiting-nurse service. 

known plans was made in 1965 and obtained data 
for 1964. The estimates for 1966 here provided 
are based upon the findings of that survey, ad- 
justed for changes in the enrollment of the larger 
plans since then. Each of the surveys obtains 
enrollment data for all the services listed in table 
1. The surveys made ill 1966 and 1967 asked for 
separate data on enrollment of persons aged 65 
and 0ver.j 

The data on persons covered by the dental 
society plans have been provided by the Division 
of Ijental Health of the Public Health Service. 

Extent of Duplication 

There are appreciable numbers of persons who 
have coverage for specific services through rnore 
t,han one type of carrier-that is, they have Blue 
Cross and Blue Shield coverage and also have 
insurance company coverage, or they have cover- 

s For more details, see 1,ouis S. Reed, hrne H. *4nder- 
son, and Ruth S. Hanft, 1ndepcndcnt Hcultk Insurance 
Ylans in the United States, lY65 Survey (Research Re- 
port No. 17) and Louis S. Reed and Willine Carr, Irrdc- 
pcndcnt Health Insura,nce I’lam, 1966, Research and Sta- 
tistics Note No. 15, September 1967. 
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a 
( 

e 

X-ray 
nd lab- 
natory 
xamina- 
tions 1 

2,135 

g 

3,746 
37 

3,709 

19.9 

Olfice 
md home 

visits 2 

1.189 

I;{ 

1,000 
100 

1,100 

1,100 

’ 451 
159 
2X0 

12 

2, i40 

2,;:; 

14.5 

Dental 
care 

-I- I- 
400 $50 

-- ;j 1;; 

40 1,000 1,000 
_ 100 100 

40 1,100 1,100 
_...~.~.. . . ..~._... ._.__._.~ 

4o I 1,100 1,100 

44 216 261 
: 41 145 76 

12 1 . . . . . -_.. 
21 ..- . . . . .._.. 

2,111 2,577 2,843 
21 

2,090 2.5:; 23:: 

9.1 / 11.2 13.7 15.1 

Visiting- 
nurse 

service d 

1.150 

;;j 

1,000 
100 

1,100 

1,100 

327 
157 
170 

{using- 
me care 

2,600 

I;] 

1W 

lo0 

100 

143 
3 

140 

5 Not estimated separately; in many cases coverage is jointly written. 
6 As estimated by HIAA for first three services; considered insignificant for 

the other services and hence shown as zero. 
7 About 15 percent of this number not covered for home calls. 
8 Calculated at 1 percent for all services other than dental care for which 

duplication is estimated at zero percent. 
9 HIAA estimates. 
10 Based on Census estimate of 18,670,OOO as of Jan. 1, 1967. 

age by an independent plan and also by an insur- 
ance conl~xmy, or some other combination. The 
extent of sucll multiple coverage has not been 
firmly established. 

One basis for estimating the amount of multiple 
or duplicatory coverage is the findings of the 
Public Health Service in its 1962-63 survey of 
the extent of health insurance coverage. This 
survey found that 7.1 percent of those who had 
hospital insurance (who knew their type of plan) 
had such insurance with both a Blue Cross or 
Blue Shield plan and another plan (insurance 
company or independent plan).G Of those who 
had surgical insurance, 5.4 percent, had both Blue 
Cross-Blue Shield and another plan coverage. 
From these data it can be calculated that the 
extent of duplicatory coverage in terms of gross 
enrollment in all plans-Blue Cross-Blue Shield 
plans, insurance company policies (net enroll- 
ment ) , and independent plans-is 6.6 percent for 
hospital coverage and 5.1 percent for surgical 
coverage. Before applying these figures to gross 

o Public Health Service, Sntional Center for Vital Sta- 
tistics, Health Insurance (‘orcragc, U)litctl States, July 
19(i&d!~>~c 19G3, Series lO-So. 11, August 19G&, and 
Hralth I~t.u~trut~c~c~---T~~~~c~ of Itrsuring Orga>/ization crud 
M%lztZtipZc Coue~ye, Series lo--So. 16, April 1965. 



enrollment, however, it is necessary to make a 
deduction for duplication between insurance com- 
panies and independent plans. 

Use of the procedure outlined above yields esti- 
mates of net enrollment for hospital and surgical 
coverage of about the same level of magnitude as 
the HIAA estimates of net enrollment for these 
services.7 Because the basis for an independent 
estimate of the extent, of duplicatory coverage is 
not fully firm and the figures of net enrollment 
t,hus developed are not materially different from 
those the HIAA publishes, t,he HIAA estimates 
of net enrollment for hospital, surgical, and in- 
hospital medical coverage are used here, as shown 
in tables 1, 2, and 3. 

For the other services, no studies of the extent 
of duplication, either within the insurance indus- 
try or among the different groups of carriers, 
have been made. (There is every reason to be- 
lieve that the extent of duplicatory coverage in 
these services is less than that in hospital, sur- 
gical, and in-hospital coverage and varies wi-ith 
the gross enrollment. Factors of duplicatory 
coverage have therefore been assumed that seem 
reasonable in relation to those estimated for the 
three primary services.) 

As previously mentioned, all estimates of 
coverage based upon enrollment reported by 
health insurance organizations run higher than 
estimates of coverage based on household surveys. 
The findings of the Public Health Service 196% 
63 survey on the number of persons with hos- 
pital and surgical coverage at the end of 1962, 
increased by the percentage rise in gross enroll- 
ment between 1962 and 1966 shown by t,he Office 
of Research and Statistics data, yields an esti- 
mate of 146.4 million persons covered at the end 
of 1966 for hospital care (75.2 percent of the 
civilian population) and 136.8 million covered for 
surgery (70.3 percent of the civilian population). 

The most nearly precise statement that can now 
be made on the extent of private health insurance 
coverage at the end of 1966 is that it is probably 
within the range of ‘75-81 percent of the popula- 
tion for hospital coverage and 70-74 percent of 
the population for surgical coverage. 

7 For a brief description of the HIAA methods of esti- 
mating duplicatory coverage, both within the insurance 
industry and among the three types of carriers, see Louis 
S. Reed, The Extent of Health Insurance Coverage in 
the United States (Research Report No. lo), 1965. 

Interpretation of the Data 

Some notes on the extent of coverage shown for 
certain services are required. The figures for 
X-ray and laboratory examinations include only 
persons covered for these services in doctors’ 
offices or clinics and for all types of cases. They 
do not include persons cdvered for these services 
only in hospital outpatient departments or only 
in accident or fracture cases or when the exami- 
nation is later followed by surgery. Substantial 
numbers of Blue Cross and Blue Shield members 
have the latter type of restricted coverages. 

The figures on persons covered for physicians’ 
office and home visits likewise include only per- 
sons entitled to such services for all conditions 
and do not include substantial numbers of Blue 
Cross-Blue Shield members covered for office and 
home visits only for continued care after hos- 
pitalization. Similarly, with respect to out-of- 
hospital prescribed drugs, persons covered for 
drugs only for continued care after hospitaliza- 
tion are excluded. 

The figures on dental coverage relate only to 
persons with coverage of at least dental diagnosis, 
fillings, and extraction-in other words, a fairly 
broad coverage-and exclude persons covered only 
for dental care required as a result of an accident 
or when dental surgery must be performed in a 
hospital. Virtually all persons with major medi- 
cal coverage have the first type of restricted cov- 
erage, and most Blue Shield plans cover dental 
surgery in a hospital. 

The coverage shown for private-duty nursing 
relates to services of a registered nurse in the 
hospital or home, though some policies will also 
cover services of a practical nurse in the hospital. 
The large number of people shown as covered fol 
visiting-nurse service may seem surprising. Major 
medical policies agree to reimburse for the cost 
of services of a registered nurse. Visiting nurses 
are registered nurses, and the policies do not 
specify that service must be for at least 8 hours 
a day. Such policies would therefore reimburse 
for charges for visiting-nurse service. It has been 
assumed that all persons covered for private-duty 
nursing are also covered for visiting-nurse service, 
although the use of visiting nurse service by those 
covered for private-duty nursing is actually in- 
frequent. The difference between the number of 
persons with private-duty nursing coverage and 
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the number with visiting-nurse coverage repre- 
sents the fairly substantial numbers of persons 
covered for visiting-nurse service but not private- 
duty nursing by Blue Cross and certain inde- 
pendent plans. Persons covered for visiting-nurse 
service only after hospitalization are included- 
since it was deemed that, for this service the re- 
striction is of minor importance. 

The figures on persons covered for nursing- 
home care or care in extended-care facilities do 
include those entitled to such care only after hos- 
pitalization-a rather common provision in Blue 
Cross coverage and one that also exists under 
Medicare. The figures for nursing home coverage 
by Blue Cross-Blue Shield plans and by inde- 
pendent plans can be considered as reliable. Those 
for persons covered by insurance companies repre- 
sent only an informed guess. 

Major Medical and Extended-Benefit Coverage 

Most of the coverage shown for physicians’ 
office and home visits, prescribed drugs, private- 
duty nursing, visiting-nurse service and a large 
share of that for nursing-home care is under in- 
surance company major medical policies or sup- 
plementary major medical provisions of Blue 
Cross-Blue Shield-that is, under provisions 
where the insurance pays 80 or 75 percent of the 
cost over and above a deductible. I3y contrast the 
coverage of these services by the independent 
plans is mainly of the so-called basic or first- 
dollar type. 

The HL4A reports the following number of 
persons covered under major medical policies of 
insurance companies at the end of 1966: 

[In thousands] 

I I Number with- 

1 The HIAA does not classify these policies as supplementary or compre- 
hensive but does treat them as providing a supplementary coverage. 

The virtually universal pattern is for all these 
policies to cover X-ray and laboratory examina- 
tions, physicians’ ofice and home visits, prescribed 

drugs, and private-duty nursing (and visiting- 
nurse service also) and a small proportion also 
cowrs nursirig-home care. Persons covered under 
these policies account for all or the vast majority 
of the number shown as covered for the above- 
mentioned services by insurance companies. 

The number shown as covered by insurance 
companies for X-ray and laboratory examinations 
and for 1)hysicians oflice and home visits is be- 
lieved to be understated by a considerable margin. 
It is estimated from HIAA data that 34.2 mil- 
lion persons under age 65 have basic (first-dollar) 
coverage of X-ray and laboratory examinations 
and another 12.1 million are covered for these 
services under comprehensive major medical poli- 
cies. But 38.8 million persons under age 65 are 
also covered for these services under supplemen- 
tary major medical policies, bringing the total- 
after some allowance for persons with both basic 
and supplementary major medical coverage-to 
perhaps 77 million. Similarly, HIAS data show 
about 8.2 million persons with basic coverage of 
physicians’ oflice and home visits. This number, 
together with the 12.1 million covered under com- 
prehensive major medical policies and the 38.8 
million covered under supplementary majw medi- 
cal policies would bring the total to about 55 mil- 
lion (again with allowance for duplication). To 
have used these figures instead of the estimates 
shown in table 2 would have thrown the coverage 
for such services out of line with the coverage 
shown by the III&4 for physician in-hospital 
visits, which is certainly larger than for either of 
the other two services.s 

8 Basically the discrepancies arise from the fact that 
the HIAA, in making its estimates of persons covered 
for hospital care, surgery, and what it calls “regular 
medical” coverage counts only those with basic coverage 
and comprehensive major medical coverage and excludes 
those with supplementary major medical coverage on the 
grounds that they are already included in the count of 
persons with basic coverage. This is probably true for 
hospital care and surgery but not true for in-hospital 
visits, since appreciable numbers of persons have the 
latter coverage only through supplementary major medi- 
cal policies. The HIAA figure for in-hosuital medical 
visits is therefore almost certainly too low. 

The HIAA at the request of the Office of Research 
and Statistics has asked five of the larger companies to 
study a small sample of their larger supplementary 
major medical policies to determine what services these 
policies cover and what are the basic coverages they sup- 
plement (and whether through insurance companies or 
Blue Cross-Blue Shield plans). The results will be avail- 
able too late to be taken into account here, but they 
should aid in more accurate reporting next year. 
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TABLE 4.-Percentage distribution of gross enrollment among carriers, 1966 

Age and type of plan 

~~ ~~____~ 
Blue Cross-Blue 

Shield ___._________ 33.7 37.0 44.3 29.9 19.4 .4 16.1 13.3 27.2 60.6 
IIlSUKUXe 

companies-. _______ 57.4 57.7 49.5 62.0 71.5 47.3 79.8 76.1 66.2 32.4 
Independent plans- _ 3.9 5.3 6.1 R.1 9.1 52.3 4.1 5.2 6.7 7.1 

P ==== B= ===z __--- -__ 
Under age 65, total .___________ 1cQ. 0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Blue Cross-Blue Shield..-.-- 

Aged 65 and over, total..-.-.-. 

The Blue Cross Association and the National 
Association of Blue Shield Plans report that the 
unduplicated number of Blue Cross-Blue Shield. 
members with supplementary major medical cov- 
erage is 10,409,OOO with an additional 3,943,OOO 
covered under extended benefit provisions8 Both 
counts exclude aged persons with complementary 
coverage. The supplementary coverage in vir- 
tually 311 cases covers X-ray and laboratory 
examinations, physicians’ office and home visits, 
drugs, private-duty nursing, and visiting-nurse 
service. The extended-benefit contracts frequently 
cover physicians’ office and home visits, prescribed 
drugs, and visiting-nurse service but generally 
only after hospitalization. Most of the Blue 
Cross-Blue Shield coverage of physicians’ office 
and home visits is under supplemental major 
medical provisions, including the supplemental 
major medical provisions of complementary COII- 

tracts. Blue Shield plans report only 3.2 million 
persons with basic coverage of office and home 
visits-6 percent of the total membership. 

Shares of the Carriers in Enrollment 

The shares of the three groups of health insur- 
ance organizations in the total gross enrollment 
for each type of service are indicated in table 4. 
It is evident that, among the population of all 
ages and among those under age 65, insurance 

8 An additional 3,683,OOO persons are covered under 
dread-disease or prolonged-illness coverage, but because 
the coverage is restricted to certain diseases they are not 
considered here. 

10 

companies have considerably more enrollment for 
most services than Blue Cross-Blue Shield plans, 
and that the insurance companies have made con- 
siderably further progress in providing the newer 
services (those other than for hospital care, sur- 
gery, and in-hospital medical services). In gen- 
eral, this growth has resulted from the wide sale 
of major medical policies by insurance companies. 

The independent plans cut only a small tigure in 
the total enrollment for the older types of cover- 
age but show strength in the coverage of X-ray 
and laboratory examinations and physicians’ 
office and home calls-a reflection, of course, of 
the emphasis given by these plans to comprehen- 
sive coverage of physician services. The inde- 
pendent plans also play a major role in dental 
coverage. 

The picture is different with respect to the 
aged. Blue Cross and Blue Shield plans have 
been relatively more successful than insurance 
companies in the sale of complementary coverage 
to older people. 

In considering these figures, it should be borne 
in mind that Hue Cross-Blue Shield coverage of 
hospital care and physician services is generally 
somewhat deeper or more extensive than that of 
the insurance companies-especially in compari- 
son with individual insurance company policies. 
The data on benefit expenditures per covered per- 
son, presented later in this article, make this point 
clear. For premiums or benefit expenditures, the 
Blue Cross-Blue Shield plans’ share in the total is 
slightly larger and the shares of the insurance 
companies slightly smaller than their respective 
shares in total enrollment. 
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Quality of Coverage 

It is important, of course, to know the number 
of persons who have some protection against the 
various types of medical care costs. To appraise 
the contribution of voluntary health insurance to 
the health and welfare of the American people, 
however, much more knowledge is required. It is 
essential to know how good and how extensive 
the coverage is and to what degree it affords se- 
curity against burdensome medical costs and re- 
moves financial barriers to the receipt of care. 

The Blue Cross plans have made considerable 
efforts to present meaningful data 011 the extent 
of service available to covered persons. One sur- 
vey shows that, at the end of 1965, approximately 
8 percent of the members were covered for 21-69 
days of care, 18 percent for 70-119 days, 47 per- 
cent for 120 or more days, and 8 percent for 21- 
365 days; in addition, 18 percent were covered 
for some combination of full and partial benefits 
that adds to 120 days or more and 1 percent for 
some combination of full and partial benefits that 
adds to less than 120 days.‘” 

Of the members in plans reporting these data, 
67 percent were covered for the full room cost in 
semiprivate accommodations, 5 percent for a 
percentage of the cost in semiprivate accommo- 
dations, 21/z percent for the full room cost in 
ward accommodations, 16 percent for a dollar 
allowance against the room cost, and 9 percent 
for other benefits. 

Of plans with a total membership of about 
56 million that cover laboratory examinations, 
approximately nine-tenths of the members were 
covered for all laboratory examinations and one- 
tenth had only partial coverage. In some places, 
Blue Shield provides this service. Of plans with 
45 million members that cover X-ray examina- 
tions, again almost nine-tenths were covered for 
all X-ray examinations and about one-tenth had 
partial coverage. Some 53 million Blue Cross 
members at the end of 1965 had full coverage of 
anesthesia supplies, and 2.5 million had partial 
coverage. 

Virtually all Blue Cross members are covered 
in full for use of the operating room, according 
to a survey for 1964. The same survey found that 
98.5 percent of Blue Cross members were covered 

in full for drugs during their period of benefit 
coverage.‘l 

Reasonably complete data on the number of 
Blue Shield members covered for different serv- 
ices are available. At the end of 1966, 89 percent 
of those enrolled in the United States were cov- 
ered under basic contracts for anesthesia service, 
72 percent for office X-ray examinations (with 
about 60 percent of this group covered in all types 
of cases), 59 percent for office laboratory examina- 
tions (with about 60 percent covered in all types 
of cases), 6 percent for office and home visits, and 
94 percent, for in-hospital medical visits. What 
is not known is how many of these persons are 
entitled to full coverage of doctors’ charges for 
these services-that is, to full service benefits. 

Most persons covered under community-con- 
sumer independent plans have a hospital coverage 
as good or bett,er than that of the average Blue 
Cross member, and they are entitled to all neces- 
sary services of physicians in the office, home, and 
hospital. Coverage under the employer-employee- 
union plans varies widely. 

The greatest gap in knowledge of the quality of 
health insurance coverage is the lack of adequate 
data on insurance company coverage. The annual 
surveys of the Health Insurance Institute, New 
Group Yolicies Issued, though useful do not give 
a reliable picture of the extent and depth of cov- 
erage possessed by the insured population at any 
given time. Data are almost totally lacking on 
the depth of coverage given under individual 
policies, 

Trends in Enrollment, 1940-66 

Data on enrollment for hospital care, surgical 
service, and in-hospital physician visits are avail- 
able for each year since 1940. Figures on the 
extent of coverage for the other services were first 
compiled only a few years ago. 

Hospital, surgical, and in-hospital medical pro- 
tection.-The figures in tables 5,6, and 7 for Blue 
Cross and Blue Shield have been compiled by the 
Office of Research and Statistics from data sup- 
plied by the Blue Cross Association and the Na- 
tional Association of Blue Shield Plans. The 
data for insurance companies are estimates com- 

10 Blue Cross Association, Statistical Bulletin No. 8, 
October 13, 1966. 

I1 Blue Cross Association, Statistical Bulletin No. 6, 
December 30, 1965. 
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TABLE %-Enrollment for hospital benefits, 1940-66 

[In thousands] 

-T Blue Cross-Blue Shield lnsnrance companies Independent plans EIIAA estimate 
-. 

Med- P rivets Net Pt ercent 
ical I :rou* IXlrOll- of POPU- ociety c ,linics ment I ation 

-- -- 

110 440 12,312 9.3 
130 440 16,349 12.4 
150 440 19,695 15.2 
170 445 24.160 lR.9 
185 420 23. 2.32 22.9 
200 3QO 32, OGB 24.0 
2no 360 42,112 2Q. 9 
250 330 52, ,584 36.4 
330 300 60,995 41.5 
508 268 66,044 44.2 

500 220 7fi.639 50.7 
500 180 85,348 55.9 
490 130 90.965 58.5 
493 58 96,206 60.8 
340 TO 98,7i! 61.2 
3tio 45 105,452 64.1 
388 20 114,014 68.0 
3il 30 llQ,G10 70.0 
354 35 121.018 69.6 
33i 44 125,753 71.1 

240 
344 
344 
344 

8 
8 

-I - 

50 
5i 
60 
60 

188 

2: 

130,007 72.3 
134,417 73.7 
133,890 74.9 
144.575 76.8 
148,338 77.8 
153.133 79.4 
158,022 81.1 

_- 
Em- 

,loyer- 
em- 

,lopee- 
union 

1SO 1,560 
140 1,560 
140 1,560 
144 1,560 
280 1,619 
420 1, GGO 
5GO 1,700 
700 1,760 
840 1,810 
9ii 1,8;0 

4,445 1,445 2,280 
5,290 1,910 2,700 
6,120 2,380 3,120 
G, 973 2 851 3,541 
6,680 2,890 3.3x0 
G.515 2,920 3,220 
6,430 2,95e 3,066 
6,411 2,920 3,090 
G ,3X!) 2.880 3,120 
6,380 2,846 3,153 

5,994 1,604 4,000 
7.102 1,851 4.850 
6,037 1,830 4,703 
7,165 1,947 4,814 
6,840 1,85Y 4,785 
6. Q84 1,954 4,Qil 
ti,633 1,964 4,618 

- 

s 

- 

-.- 

Total 

.- 

Group 
,olicier 

2.500 
3,850 
5.080 
6,800 
8,400 
7,804 

11,315 
14,190 
l&741 
17,697 

22,305 
26,663 
29,455 
33.575 
35,090 
3Q, 029 
45,211 
48,439 
49 / 508 
51) 255 

55,218 
5i.013 
59,153 
62,817 
64,506 
67.104 
09,5io 

-- 

- 

3om- 
mu- 
nity- 
Cclll- 
~umcr 

I 

- 

Indi- 
vidua! 
mlicie 

Less 
lupli- 
:ation 

Blue 
CFJSS 

HlW 
ihield 

Net 
total Total E 

s 

1910......~...... 12,022 6,Oi2 6,012 
1941.-e.-.--.-.-. 16,089 8.469 8,3QQ 
194x..-..--.. 19,456 10,295 10,215 
1943........--... 23,915 12.696 12, GO0 
1944.~..~........ 29,123 15,828 15.748 
1945.. _.._.. -.. 32,135 18. Q61 18.881 
1946....-....-... 41,477 24,342 24,250 
1947....-.--.-.-. 51,813 27,846 27,489 
1948...-.....--.. 60,885 30,619 30,448 
1949.-.-.-.--.-. 67,415 33,5i6 33,381 

1950..-- _____ -_-. 79,045 
1951_____...._. -. 88,Q90 
1952..-..-----... 04,315 
lQ.s......-..... 101,380 
1954..---....-.-. 104,130 
1955...- __._ ._.. 112.755 
1956..-..-..-.... 122,026 
1957..-.- __._ -.. 127.8i6 
1958..-e.-..-.... 129 584 
1959.. ._.__. ..__ 134.5‘29 

1960.-..-..-..... 140,lli 
1961....-..-..... 144,034 
196?......-.....- 149,154 
1963.e.. ._._.__.. 155,170 
1961. .._.._.. -.__ 159,307 
196ii.-~--..-~.-- 164,369 
19GG.~-~..-..~... 169,675 

37,645 
39,412 
41,353 
43, C84 
45.3.55 
48, Q24 
51,455 
53,282 
53,623 
55,054 

EZ 
40: 495 
42 857 
44,243 
4i,71Q 
50,108 
51 ,869 
52,258 
53,6i3 

57,464 55,938 
57. 960 56,489 
59.618 5n, 133 
60,698 59 141 
62,429 60,4i8 
83 B62 Gl, Ml 
6.?,038 63,408 

- 

60 
70 
80 
Q6 
80 

:“2 
157 
171 
195 

210 
988 
858 
827 
II? 
205 

,347 
,413 
,365 
,381 

1,203 
1,500 
1,800 
2.100 
2,400 
2.700 
3,000 
7,584 

11.28G 
14,i29 

3,700 
5,350 
6,880 
8,QOO 

10.800 
10,504 
14,315 
21,774 
28,027 
32,426 

17,296 39,601 
20, x02 47,465 
21.412 50,8Gi 
21,860 55,435 
22.172 57,262 
24.131 63.160 
25,5iO 70,781 
26,337 74 ii6 
26,784 i6: 292 
2S,Q71 80,226 

30,187 
30.951 
32,921 
34,462 
35,857 
77,372 
3‘3,641 

1 
1 
1 

85,405 
87, SF4 
92,074 
97.2i9 
00.363 
04.4i6 
08,211 

3,700 
5.350 
6,8X0 
8,900 

10,300 
10,504 
14.315 
21,127 

2 3:: 

36,955 
44.258 
46,842 
50.723 
52,395 
57.2SB 
64,141 
FX. 183 
g,;;; 

, _ 

i6,659 
78,9i2 
82,599 
87,307 
90,038 
93, i23 
97,404 

2,250 
2.2io 
2.290 
2,319 
;I p; 

21820 
3,040 
3,280 
3,623 

647 
1,241 
2,210 

2,646 
3,177 
4.025 
4,712 

ZG4 7 
6: G40 
6,593 
6,ZO 
7,131 

8.746 
8.992 
;:;‘; 

10,325 
10,753 
10,807 

1,526 
1,4il 
1,485 
1,557 
1,951 
2.012 
2.230 

- 

TABLE 6.-Enrollment for surgical benefits, 1940-66 

[In thousands1 
- 

I -r 
Blue Cross-Blue Shield Insurance compmies 

Indi- 
ridu?l 
olicie 

Gross 
total s 

-- 

- 

Less 
lupli- 
zation 

Independent plsns ZIAA estimate 
--- 

Net ‘ercent 
:nJ.011- f popu- 
ment lation 

II ’ 
GIWSS 
tots1 

Total 

4,790 260 
6,215 645 
7,580 815 
9,488 1.065 

11.183 1,533 
12,092 2 335 
17,357 4,236 
24,295 6,187 
33,565 10,516 
39,749 12,842 

17,253 
22,052 
25,775 
29,527 
33.081 
37,395 
40,542 
43,305 
44 331 
46.386 

48.266 
49.374 
50,8i6 
52 371 
54,473 
56,330 
57.916 

- 

_. 

- 

Blllo 
Shield 

Blue 
ChSS 

Group 
)olicier 

-i- 

Total 

- 

I 
m 

-- 

Net 
total 

“om- 
.unity 1 
con- 
iumer I 

Em- 
,!oyer- 
em- 

,loyH?- 
union 

&lea- 
ic31 

ocietl s 

rivat 
croup 
:linics 

2,280 
3,300 
4,475 
6.100 
7,225 
7,337 

10.G61 
15,978 
2!,143 
24.905 

420 
764 

1,024 

2.2ao 2,250 200 1,480 110 460 
3,300 2,270 200 1,480 130 460 
4,475 2,290 200 1,480 150 460 
6,100 2,323 205 1,481 170 487 
7,225 2,375 280 1,470 185 440 
7.337 2,420 350 1 460 200 410 

10.661 2,4GO 430 1,450 200 380 
15,558 2,550 500 1.450 250 350 
20,379 2,670 580 1,440 330 320 
23,881 3,026 853 1,438 643 2Y2 

34,937 1,509 33,428 3,i60 940 1,950 
41,999 1,719 40,280 4,510 1,230 2.4iO 
47,975 3,056 44,919 5,258 1,520 2,990 
51,078 3,575 47.503 6,007 1,803 3,516 
52 548 3,994 48,554 5,970 1.970 3,350 
58,494 5,206 53,288 5.930 2,130 3,200 
64,737 5,736 59,001 5,899 2,298 3,040 
69,304 5,786 63,518 5,990 2,360 3,070 
70,725 5,909 64,816 6,080 2.430 3,100 
73,954 6,213 67,741 6,188 2,496 3,138 

coo 
570 
538 
502 
431 
430 
401 
390 
;g 

270 
240 
210 
136 
180 
170 
160 
170 
180 
194 

78,516 7,472 71,044 i,336 2.7RO 4,020 
82.235 7,917 74,318 8,494 3,026 4,891 
55,278 8.175 77,103 8,287 3.003 4,695 
90,261 8.653 51,608 8 608 3,206 4,806 
92,445 8.847 83,598 5.297 3.111 4.968 
96,796 9,316 87.480 8,684 3,400 5.068 
99,5G9 9,275 90,294 8,325 3,526 4,601 

346 
346 
346 
34G 

10 
10 

-. 

- 

210 
231 
243 
250 
208 
206 
198 

- - 

End of yeer 
e 

, 

: 
1 

1 
1 

: 
1 

: 
- 

11 
65 

127 
332 
455 
G31 
907 

260 1,430 
645 2,300 
815 3,275 

1,054 4,700 
1.518 5.625 
2,208 5,537 
3,904 8,661 
5,732 11,103 
9.885 14.199 

11,935 15.590 

1,151 16.102 
1,806 20,246 
2,190 23,585 
2,625 26,QO2 
2, Q23 30,158 
3,194 34,201 
3,502 37,040 
3.801 39,504 
3.927 40,404 
4,129 42,257 

3,773 44,493 
3,048 46,326 
2,814 48,062 
2,740 49,631 
3,222 51,251 
3.660 52,669 
3,417 54,499 

21,219 
26,376 
29.621 
34,039 
35,723 
39,725 
45,906 

2%:: 
51: 756 

850 
1,000 
1,200 
1,400 
1,600 
1,800 
2,000 
4,875 
6,944 
9,315 

(3. il8 
L5, G23 
LE.354 
17,039 
16,825 
IR, 769 
18,831 
!0,349 
!0,808 
32,108 

!3,012 
34,852 
!S, 491 
‘6,9i3 
9,506 
19,239 
z9.301 

li,350 
6,775 
8.140 

10,069 
11,713 
12.8QO 
18,609 
26,247 
34.060 
41,143 

4.0 

65:: 
7.9 
9.2 
9.7 

13.2 
18.2 
23.2 
27.5 

54,156 35.8 
64,892 42.5 
77,459 46.6 
78,321 49.5 
81, QOO 50.8 
88.856 54.0 
97,713 58.2 
05,359 61.7 
07,527 61.9 
12,842 63.8 

17,304 65.2 
22,951 67.4 
26,900 68.4 
31,954 70.1 
35,433 71.0 
40,462 72.8 
44,715 74.3 

19GO-.-..----..m. 
1961..-.-----.... 
1962....-..-..... 
19G33.e........... 
1964e...-m..-..-. 
1965....-........ 
1966.. _ ___ .__ . . . 

piled by the Health Insurance Association of ante industry. The data for the independent plans 
America based on its annual surveys and its esti- are based on the surveys of such plans over the 
mates of duplicatory coverage wit,hin the insur- years by the Ofice of Research and Statistics. 
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TABLE 7.-Enrollment for in-hospital medical benefits, 1940-66 

[In thousands] 

Iwurance companies Independent plans HIAA estimate 

--- 
1940.-. 2,265 
1941..... 2,396 
1942..... 2,470 
1943...- 2,591 
1944..... 3,000 
1945..... 3,620 
1946...- 4,607 
1947...- 6,856 
194R...-- 10,673 
1949x.-- 14.OY2 

1950..... 20,771 
1951...-. 2Y,741 
1952. .._ 35,020 
1953...- 43,598 
1954..... 49,740 
1955....- 58,454 
1956...-. 66,282 
19.57..... 73,222 
1958...-- 76,784 
1959..... 82,446 

1960..... E9,286 
196.--. 95,282 
1962..... 99,989 
1963.-m.. 105,520 
196.... 111,225 
1965-w... 117,909 
1966.-.-e 122,807 

1 Estimated. 

Blue 

%F- 
Shield, 
tota! ’ 

167: 
230 
320 
500 
750 

1,450 
2,400 
4,700 
6,400 

9 450 
13,200 
16,250 
20,650 
24,650 

;;%Yi 
34:9no 
36.600 
39,200 

41,YOo 
43,700 
46,100 
‘$ @g 

52:950 
54,411 

1 

_- 

__ 
__ 

-. 

- 

.- 

Group 
policies 

Indi- 
vidual 

policies 
Gross 
total 

-- 

_-_--.-. 
_-_-..- 

100 100 200 
335 200 535 
567 300 867 

1,098 1.111 2,209 
1,927 1,810 3,737 
2,736 2,350 5.OY6 

;tz 
10: 157 
;.;, ;;; 
20:678 
25,177 
28,337 
29,868 
32.469 

2,714 8.301 300 8,001 3,320 
4,230 12,176 465 11,711 3,630 
4,965 15,122 902 14,220 4,550 
5,124 l&Y11 1,210 17,701 5,247 
"5,459 21,237 1,487 19.750 5,340 
5,602 26.250 1,866 24,414 5,440 
6,193 31,3io 2,472 28,895 5,584 
6,716 35,033 2,3d6 32.677 5,645 
7,069 36,937 2.483 34,454 5,730 
7,667 40,136 2,697 37,439 5,807 

;i;% 
40:012 
43,343 
47,446 
50,632 
54,050 

7,997 43,799 3,229 40.5io 6,916 
9,084 47.087 3,535 43,552 8,030 
9.865 49.83 3,777 46.!00 i. 7Y9 

10,550 53,693 4,066 49,827 8,093 
IO.886 58.332 4,332 54,000 7.125 
11,013 61.645 4,514 57,131 7.X28 
11,473 65.523 4,6R3 60,840 i,526 

Less 
dupli- 
cation 

93 
199 
259 

- 

_- 

- 

Net 
total 

200 
535 
867 

2,116 
3.538 
4,827 

The estimates of net enrollment are those of the 
HIAA. 

The figures for insurance companies for the 
years 1953-65 differ from those previously re- 
ported by the HIAA. The estimates of coverage 
under individual policies were revised downward 
because of drast)ically reduced tigures for one 
large company. (This company, which had not 
responded to the HIAA questionnaires for 195% 
65, submitted figures for 1966 much lower than 
its reported enrollment in 1953-57.) 

vision of the HL4A figures for insurance com- 
panies. In any case, it should be understood that 
the figures in tables 5 to 7 are estimates and that 
they may possibly overstate the extent of health 
insurance enrollment by a few percentage points. 

The estimates for hospital and surgical cover- 
age for 1962 and 1959 are a little higher (about 
5 and 4 percentage points respectively for the 
two services for 1962 and 4 and 2 percentage 
points for 1959) than the estimates of the Public 
Health Service for these years based on its house- 
hold surveys of the extent of health insurance 
coverage. The difference between the two sets of 
figures could be the result of overreporting of 
enrollment by some health insurance organiza- 
tions, underestimation of the extent of duplica- 
tory coverage, or underreporting in the household 
surveys of the Public Health Service. The figures 
are more closely in agreement than in the past. 
because of the above-mentioned downward re- 

It is evident that during the forties and early 
fifties there was an exceedingly rapid growth of 
private health insurance and that since about 
1957 hospital coverage has grown at a slower 
pace, with surgical and in-hospital medical cover- 
age gradually approaching the enrollment level 
for hospital coverage. 

Over the years, as shown in table 8, the share 
of Blue Cross-Blue Shield plans in the total gross 
enrollment of all organizations has declined and 
the share of insurance companies has grown, al- 
though changes have been quite minor since about 
1961. The share of independent plans in total 
enrollment has consistently declined. 

Enrollment for other coverages.-Table 9 pre- 
sents estimates of the number and proportion of 
the population covered for services other than 
hospital care, surgery, and in-hospital medical 
visits in 1962, 1965, and 1966. The rapid growth 
of coverage of these services is evident. 

Enrollment under major medical policies of in- 
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Total 

2,200 
2,220 
2,240 
2,Zil 
2.300 
2,335 
2,290 
2,340 
2,435 
2,855 

- 

1 
cc 

- 

Com- 
nunity- 
,IlS”llle 

- 

I 

Em- 
ployer- 

em- 
ployee- 
union 

170 1,430 
170 1 ,4su 
Ii0 1.430 
178 1,432 
265 1,3w 
350 1,360 
370 1,330 
440 1.2YO 
530 1.250 
io3 1.21i 

930 
1,000 
1.2io 
1,531 
1,700 
1,8iO 
2,062 
2,lY5 
2,310 
2,432 

1.660 
2,110 
2,570 
3,018 
2,990 
2,960 
2,941 
2,890 

S:E 

2 6X0 3.670 
2.924 4, .x2.1 
2,89i 4,2Y7 
3,093 4,398 
3,100 4,069 
3.388 4,IRi 
3,514 3,iTi 

- 

1 

- 

Medical 
society 

110 
130 
150 
Ii0 
185 
200 
200 
250 
330 
643 

460 
4io 
4PO 
4YY 
450 
420 
395 
3R0 

;;; 

346 
346 
346 
346 

10 
10 

- 

- 

II 
Private Net 
group enroll- 
clinics ment 

490 
490 

2z 
460 
425 
390 
360 
325 
292 

3,000 2.3 
3,100 2.4 
3,200 2.5 
3,411 2.7 
3,840 3.0 
4,713 3.5 
6,421 4.6 
8,898 6.2 

12,895 8.8 
16,862 11.3 

270 21,589 
250 2i, 723 
230 35,6iO 
210 42,118 
200 46,366 
190 54,935 
186 64.118 
190 71,303 
200 74,771 
214 81,9Ql 

220 86,889 
237 93, 466 
249 97,404 
256 102,302 
264 107,686 
243 111,696 
235 116,462 

- 

c 

-- 

Percent 
,f popu- 
lation 

14.3 
18.1 
22.9 
26.6 
28.7 
33.4 
38.2 
41.7 
43.0 
46.3 

48.3 
51.2 
52.5 
54.4 
56.4 
57.9 
59.8 



TABLE K-Percentage distribution of total gross enrollment of private health insurance organizations, by type of benefit, 
1940-66 - 

I Hospital care Surgical services Physician in-hospital visits 

End of year 
Blue Cross- IXWIR!We 
Blue Shield companies 

(net) 

1940 __-________________ -_- 50.5 30.8 
1945 -.------___ _ ____--____ 59.0 32.7 
1950--.-----..-----..----- 47.6 46.8 
1955 .._...________________ 43.4 50.8 

1960 . . . .._.____________ -__ 41.0 1961_____________ --- ______ 40.2 2:: 
1962...----..---_-..------ 40.0 55.4 
1963 . . ..---__ ______._____ 39.1 56.3 
1964.-.----..-----.------- 
1965 ____________ ______ -- -. 

ii:? 56.5 
5i.0 

1966 .._...__________.._ -__ 38.7 57.4 

Blue Cross- 
Blue Shield 

Insurance 
companies 

(net) 

ndependent Blue Cross- 
plans Blue Shield 

Insurance 
companies Independent 

bet) plans 

2.9 97.1 
20.7 14.8 64.5 
45.5 38.5 16.0 
48.9 44.8 9.3 
46.8 45.4 7.7 
45.9 45.7 5.4 
46.1 46.1 7.8 
45.1 47.2 7.7 
44.8 48.6 6.7 
44.9 48.5 6.6 
44.3 49.5 6.1 

Independent 
plans 

18.7 
8.3 
5.6 
5.8 
4.3 
4.9 
4.7 
4.6 
4.3 
4.2 
3.9 

24200 
E 
5.8 

t: 
6:0 
5.7 
5.7 
5.3 

TABLE 9.-Number and percent of population covered for services other than hospital care, surgery and in-hospital medical 
visits, 1962-66 

Net number of different persons (in thousands) 

1962---.--.-------..--------------------~ 
1965---.--.------.-.------.-------------- 
1966 ______ _ _______.-_________.___________ 

Source: Data for 1962 from Louis S. Reed, The &tent of Health Insurance 
Cooerage in the United States, Research Report No. 10, Office of Research and 
Statistics, 1965, p. 41; 1965 data from Louis S. Reed, “Private Health In- 

surance: Coverage and Financial Experience, 1965,” Social Security Bulletin, 
November 1966. 

TABLE IO.-Number of persons covered under major medical policies of insurance companies and under supplementary major 
medical and comprehensive extended-benefit contracts of Blue Cross-Blue Shield plans, 1951-66 

IIn thousands] 

Imurance companies T Blue Cross-Blue Shield plans 1 _- 
I 

-- 

Total 

._---_______. 

.____. _____. 

.________.-_. 

.________ --.. 

(2) 
3,713 
5,059 
7,501 

(‘1 
(2) 
3 14,600 
’ 14,352 

- 

.- 

-. 
-. 

-. 
-. 

Group policies End of year 
Total 

Supple- 
mentary 

major 
medical 

E-K‘ 
extended 

benefit 

Individual 
and family 

policies 

--- 
Supple- 
mentary Total 

.- 

_. 
_. 
_. 
_. 
_. 
_. 
_. 

- 

96 
I,% 
1,892 
4,759 
8,294 

:::Ei 

20,353 
25, R08 
31,517 
35,053 
38,699 
42,579 
47,269 
52,002 

12 
156 
176 

:i: 

iii 
1,146 

1,497 
1,840 
2,621 
3.197 
3,742 
4.422 
4,677 
4,740 

1951____________________________ _ _______- 108 
1952 --__ --____________ __ __________ _ _____ _ 689 
1953 ------____--_--- ._____-_---_______--_ 1,220 
1954 __________ .__________________________ 2.198 
1955 --._-_-_______________________ ______ 5.241 
1956 ___._________________________________ 8,876 
1957 --_--_-__-_------____________________ 13.262 
1958 ------____--__-_-_____ .____________-_ 17,375 

1959 --_--_-____-____-____________________ 21,350 
1960 ------ ________---____________________ 27,448 
1961__________________________ _ _____ ____ 34.138 
1962 ________ ____________________________ 38,250 
1963 ._______________________ _________ -__ 42,441 
1964.--..-..-....---~-----.-.------------ 47,001 
1965 ------____-__----_________ _ __________ 51,946 
1966 _.________.___________________ ______ 56,742 

96 
533 

1,044 
1,841 
3.928 
6.881 
9,290 

11,072 

13,960 
17.285 

%Z 
28:24R 
31,772 
35,989 
39,685 

.____________ ______________ 

.__..-----___ _.-.--______-_ 

.___.._..-___ ._._..________ 
_..__ _________.____ 

..- ._______._,_________ ____ 
___. -- _____.., .____ _ _._____ 

“$ 020 
4:015 

(9 693 
1,044 

5,968 1,735 

$1 
(2) 

i\ 

‘ 10,409 ‘3,943 

1 Comparable data not available for earlier years; data shown are for Blue not affiliated with Blue Cross. 
Cross plans only, except for 1965 and 1966. Data exclude persons covered und- 
er polio and dread-disease and prolonged-illness contracts offering coverage 

4 Data jointly developed by Blue Cross Association and National Assoeia- 

only for diseases specified. 
stion of Blue Shield plans on unduplicated number of persons covered. 

2 Not available. 
Source: Data for insurance cam anies from Source Book of Health Inwranu, 

* Data for Blue Cross plans plus an estimated l,i%l,fXiO in Blue Shield plans 
1966 and HIAA; data for Blue 8 ross and Blue Shield plans from the Blue 
Cross Association and the National Association of Blue Shield plans. 
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surance companies and under major medical and 
extended benefit contracts of Blue Cross-Blue 
Shield plans has grown rapidly (table 10). 

Group-Practice Plans 

Special interest attaches to the enrollment of 
plans that provide service through group-practice 
units of physicians and/or dentists. The 1965 
survey of all independent plans found that in 
1964 there were 196 plans providing service 
through group practice. Twenty-eight of these 
plans were operated by community-consumer 
groups, 147 by employer-employee-union units, 
and 21 by private group clinics of physicians 
and/or dentists. Total enrollment for hospital 
care was 2.7 million, for surgical service it was 
3.5 million, and for office, clinic, or health center 
visits 3.8 million. 

Returns from 1’7 of the larger group-pract,ice 
plans included in the 1967 survey of independent 
plans provide a good basis for estimating 1966 
enrollment of all group-practice plans. The esti- 
mates for four principal services are tabulated 
below, by type of plan. 

In- OffiCe, 
Type of plan Hospital Surgery hospital clinic, or 

care medical health cen- 
visits ter visits 

----- 

All plans ________________ 2,771 3,763 3.430 4,153 
~___ ~~ 

Community.- _.__________._. 1,670 2,415 2,415 2,434 
Employeremployee-union... 1,050 1,150 780 1,500 
Private group clinic _________ 51 198 235 224 

Between 1964 and 1966, total enrollment of 
group-practice plans is estimated to have in- 
creased by 3 percent for hospital care and 8 per- 
cent for surgical service. Community plans in- 
creased their enrollment for surgical service (or 
for physician services generally) by 13 percent; 
employer-employee-union plans had little change 
in enr0llment.12 

Health Insurance Organizations As Intermediaries 

A new chapter in the history of private health 
insurance in the United States opened wit,h the 

12 Louis S. Reed and Willine Carr, Zndependent Zfealth 
Insurance Plans, 1966, op. cit. 

inauguration of Medicare in July 1966. At that 
time all the Blue Cross plans in the United States 
and a few insurance companies became inter- 
mediary fiscal agents (for the paying of hos- 
pitals) under the hospital insurance provisions 
of the program and slightly more than half of 
all Blue Shield plans and 14 insurance companies 
became fiscal intermediaries under the medical 
insurance provisions. 

It is not possible to state specifically how many 
aged persons are in effect served by the various 
types of intermediaries under Medicare since, with 
one except ion,13 intermediaries are not respon- 
sible for a designated population but handle 
claims for certain providers of service (hospitals) 
or for services provided in given areas. 

Of the 6,680 hospitals in the country participat- 
ing in Medicare, approximately 90 percent have 
named a Blue Cross plan as their intermediary 
for obtaining reimbursement of the cost of hos- 
pital care provided to aged beneficiaries. It may 
therefore be roughly estimated that Blue Cross 
plans are serving as intermediaries for approxi- 
mately 90 percent of the 18.8 million aged popu- 
lation entitled to hospital insurance benefits. 

Some 17.6 million aged persons were enrolled 
for medical insurance benefits as of July 1, 1966. 
It may be roughly estimated that of these, Blue 
Shield plans are serving approximately 9.6 mil- 
lion persons, insurance companies 7.6 million, and 
independent plans about 0.4 million.‘* 

Under the State programs of medical assist- 
ance (title XIX of the Social Security Act) or 
other State assistance programs a considerable 
number of States have asked Blue Cross or Blue 
Shield plans or in a few cases insurance compan- 
ies to serve as agents for payment of hospitals 
and/or physicians. The Blue Cross Association 
estimates that approximately 4 million persons 
were being served under such arrangements at 
the end of 1966. (Many of these are also included 

I3 The exception is the Travelers Insurance Company, 
which handles medical insurance claims for all railroad 
workers (and their dependents)-about 761,000 persons 
-who are eligible for old-age benefits under the railroad 
retirement program. 

I4 Only one independent plan is serving as a fiscal inter- 
mediary for an area-Group Health Insurance, Inc., for 
Queens County, lUew York. Approximately 23 “inde- 
pendent” group-practice prepayment plans provide yhysi- 
cian services under Medicare and are reimbursed directly 
by the Social Security Administration on a cost per 
annum basis for covered services per enrolled beneficiary. 
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in the count of persons served under Medicare.) 
Blue Cross plans estimate that they serve another 
770,000 military dependents and retired person- 
nel under the Defense Department’s civilian health 
and medical program for the uniformed services. 

The National Association of Blue Shield Plans 
reports that at the end of 1966, Blue Shield 
plans served 11,190,OOO persons uuder fiscal ar- 
rangernents. This total includes persons served 
under t,he medical insurance provisions of Medi- 
care, under State medical assistance and other 
State public assistance programs, and the pro- 
gram for military dependents. 

In addition to insurance company operations 
under Medicare and a few State public assistance 
programs, one company is serving about one-third 
of the military dependents for hospital care un- 
der the uniformed services’ civilian medical pro- 
gram and other insurance companies are acting 
as fiscal intermediaries for payment of physicians 
in various States under that program. 

It is difficult to make an unduplicated count of 
persons served by private health insurance or- 
ganizations under fiscal intermediary arrange- 
men&, but it is obvious that the total is large 
and adds a new dimension to the role of private 
health insurance. 

FINANCIAL EXPERIENCE 

In 1966 all private health insurance organiza- 
tions in the United States had a total subscription 
or premium income of $10.6 billion. They paid 
out 86.5 percent in providing benefits, used 14.4 

percent for operating expenses, and had a net 
underwriting loss of 0.9 percent. It is probable 
that most or all of this underwriting loss was 
off set by investment income (income from invest- 
ment of reserves), but data on such income are 
not available for all carriers. These data relate 
only to the regular or private operations of the 
organizations-that is, they exclude receipts and 
expenditures as fiscal intermediaries or providers 
of care under health insurance for the aged 
(Medicare) or other Government programs. The 
financial experience of each type of organization 
is presented in table 11. 

Blue Cross and Blue Shield Plans 

The data for the Blue Cross and. Blue Shield 
plans were compiled from individual financial 
statements for all plans submitted to the Office of 
Research and Statistics by the Blue Cross Asso- 
ciation and the National Association of Blue 
Shield Plans. Duplication resulting from the 
fact that seven plans are both Blue Cross and 
Blue Shield plans and submit identical data to 
both national organizations has been eliminated. 
The figures for Blue Cross plans include data for 
Health Services, Inc., an insurance company 
wholly owned by the Blue Cross Association, and 
the figures for Blue Shield include those for Medi- 
cal Indemnity of America, an insurance company 
wholly owned by the National Association of 
Blue Shield Plans. 

Together the Blue Cross and Blue Shield plans 
had a total income of $4.4 billion and subscription 

TABLE Il.-Financial experience of private health insurance organizations, 1966 

Type of plan Total 
iIW.OlT%3 

Total- __________ __________ (9 

Blue Cross-Blue Shield ________ 4,394.4 
Blue Cross- ________.__._____ 3,132.6 
Blue Shield _________________ 1,261.8 

Insurnnee companies. _ -____ -__ 
oroup. _______-_-_________ -__ $1 
IndivMual____--~___~~~---_-~ (1) 

Independent plans ____________ 641.3 
Community..~. ________.. -__ 237. a 
Employer-employee-union... 370.7 
Private group cllnics~ _______ 13.6 
Dent.al society- .______ _ ______ 20.0 

-- 
$10,564.1 

Percent of 
Amount P;gpF Amount 

-______- 

$9.141.8 86.5 1 $1,517.2 

4,327.g 
3,085.Q 
1.241.9 

3.975.4 81.9 272.8 
2.882.2 

I 
93.4 

I 
152.3 

1,093.2 88.0 120.5 

5,.595.0 
3.987.0 
1,608.O 

4,585.0 1,20h. 0 
3,711.0 510.0 

874.0 695.0 

641.3 581.4 90.7 39.4 
237.0 ?18.0 92.0 17.0 
370.7 332.7 89.8 20.0 

13.6 12.0 88.5 1.2 
20.0 18.7 Q3.5 1.2 

[Amountsin millions] 

Claims expense Operating expense 
- 

1 

.- 

_I- 

- 

&cent of 
premiom 

income 

6.3 
4.9 
9.7 

21.5 
12.8 
43.2 

6.1 
i.2 
5.4 
8.6 
fi.0 

Net underwriting gain Net income 

Percent of ’ 
Amount premium Amount 

income 
_______-- 

-$Q4.9 -fl.Q (1) 
---____~ 

79. fi 1.8 $146.2 
52.3 1.7 99.0 
27.3 2.2 47.2 

-19.5.0 -3.5 -234.0 -J.Q I:] 
39.0 2.4 (1) 

- 
! 

20.5 3.2 20.5 
2.0 .8 2.0 

18.0 4.8 18.0 

:: 
2.9 

.5 :: 

___- 
Pe;rtn; of 

income 

(9 

3.3 
3.2 
3.7 

3.2 

4:: 
2.9 

.5 

1 Data not available. 
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income of $4.3 billion ; the difference between the 
two figures represent,s mainly interest or other 
investment income on reserves. Aggregate re- 
serves at the end of 1966 amounted to $1.05 bil- 
lion. Blue Cross paid out 93.4 percent of sub- 
scription income in benefits (payments to hos- 
pitals and other providers of services), used 4.9 
percent for operating expenses, and had a net 
underwriting gain of 1.7 percent of subscription 
income and a net income of 3.2 percent, of total 
income. (Xet income becomes an addition to 
reserves.) 

The Blue Shield plans paid out 88 percent of 
subscription income in the provision of benefits, 
used 9.7 percent for operating expense, and had 
a net underwriting gain of 2.2 percent of sub- 
scription income and a net income of 3.7 percent 
of total income. The higher operating expense 
ratio for Blue Shield than for Blue Cross reflect,s 
the fact that medical claims are more numerous 
than hospital claims, that their handling is more 
complex and that premium income per covered 
person is considerably less. 

Both the Blue Cross and the Blue Shield plans 
had a lower claims expense ratio and a higher 
operating expense ratio in 1966 than in 1965. 
Both changes reflect the impact of the Medicare 
program. The claim expense ratio is lower be- 
cause (1) beginning in July 1966 the plans were 
freed of the losses formerly incurred on aged sub- 
scribers (before Medicare aged subscribers did 
not pay their way and were heavily subsidized by 
younger subscribers) and (2) the new comple- 
mentary coverages were priced so that the ex- 
perience would be favorable. The higher operat- 
ing expense ratio (in earlier years the trend had 
been consistently downward) probably reflects 
the expense of offering new coverages to aged 
subscribers and of serving as fiscal intermediaries 
under Medicare. The plans are reimbursed for 
all costs incurred for services rendered under 
Medicare, but the new load on personnel and 
facilities probably caused at least a temporary 
increase in the cost of carrying on their regular 
business. 

Insurance Companies 

The data for insurance companies are estimates 
and are based largely upon figures supplied by 

the Health Insurance Association of America for 
estimated premium income and losses incurred 
under the health insurance business of insurance 
companies as distinguished from their disability 
or wage replacement business. Unfortunately the 
reports that insurance companies make to the 
State Insurance Commissions on group and indi- 
vidual “accident and health insurance,” as this 
general type of insurance is called, do not provide 
a breakdown between health and disability cover- 
ages. The HIAA annually provides such a break- 
down to the Office of Research and Statistics that 
is based on the HIAA annual surveys of insur- 
ance companies, its surveys of benefits paid by 
type of coverage, and the Spectator aggregates 
for all accident and health insurance. The oper- 
ating expense ratios under both group and indi- 
vidual policies are calculated by the Office of 
Research and Statistics and are taken from or 
derived from the aggregates compiled by the 
Spectator Company for virtually all companies 
writing accident and health insupance.‘5 

The data show that in 1966 insurance companies 
under group health insurance policies had a pre- 
mium income of $4.0 billion, paid out $3.7 billion 
in claims (93.1 percent), had operating expenses 
that amounted to 12.8 percent of premium income, 
and incurred a net underwriting loss of $234 
million, equal to 5.9 percent of premium income. 
Probably all or a major portion of this under- 
writing loss is offset by investment income from 
reserves. No precise data on such income are 
available. The substantial underwriting loss on 
group health insurance business in this and pre- 
vious years (it was -5.5 percent in 1965 and 
-4.6 percent in 1964) tends to suggest that the 
companies are subsidizing their health insurance 
business from their disability and life insurance 
business.lG 

Premium income under individual health in- 
surance policies was $1.6 billion ; 54.4 percent was 
paid out in claims, 43.2 percent, used for operat- 
ing expense, and the net underwriting gain was 
2.4 percent. 

The HIAL estimates that premium taxes, 
licenses, and fees paid by insurance companies 

15 1967 Health Insurance Index, The Spectator, Phila- 
delphia. 

M Similarly compiled data on group disability insur- 
ance show a net underwriting gain of 16.3 percent of 
premium income. 
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amounted to 2.4 percent of premium income on 
group business and 3.4 percent on individual busi- 
ness. (In comparing operating expenses of in- 
surance companies and the Blue Cross and Blue 
Shield plans it should be borne in mind that with 
minor exceptions the plans do not pay such pre- 
mium t,axes and other fees.) 

The high operating expense ratio under the 
individual policy business of insurance companies 
is characteristic-the ratio was 44 percent in 1965 
and 45.4 percent in 1964-and it largely reflects 
the high cost of selling these policies. 

INDEPENDENT PLANS 

The data for independent plans are estimates, 
based upon the 1965 survey of all known inde- 
pendent plans made by the Office of Research 
and Statistics and the 1966 and 1967 surveys of 
a small number of the larger p1ans.l’ The figures 
shown for subscription income and total income 
are identical, though they are not, of course, actu- 
ally the same. The diflerence that exists repre- 
sents in large part the direct charges to sub- 
scribers for service. Such income must be in- 
cluded since total expenses of the plan represent 
all expense in providing services whether paid 
through subscription charges or direct charges. 

The data for dental society plans are very 
rough estimates. They are based upon data for 
a few of the larger plans and were supplied by 
the Division of Dental Health and Resources of 
the Public -Health Service. 

The employer-employee-union plans received 
58 percent of the total income of independent, 
plans, the community plans 37 percent, dental 
society plans 3 percent, and private group clinic 
plans 2 percent. Expenditures for the provision 
of benefits and for operating expense amounted 
to 91 percent and 6 percent of total income, re- 
spectively, leaving 3 percent, of total income for 
additions to reserves, expansion of facilities, etc. 

Shares of the Carriers 

Of the total subscription or premium income 
of all health insurance organizations, Blue Cross- 

I7 See Louis 8. Reed and Willine Carr, Idcpedcvct 
Health Insurance Plans, 1966, op. cit. 

TABLE 12.-Percentage distribution of subscription or 
premium income, claims expense, and operating expense, for 
private health insurance organizations, 1966 

Type of plan 

Total..--.--.-...........--.--... 100.0 100.0 100.0 
________ 

Blue Cross-Blue Shield ____ -- __...__._ 41.0 43.5 18.0 
Blue Cross-.. _........_.___________ 29.2 31.5 10.0 
BlueShield-----.----.-.-- _________ 11.8 12.0 7.9 

Insurance companies-........ __.____. 
Group------.---.------------------ 
Individual _________________________ 

Independent plans ___________________ 
Community . . ..________. ____....__ 
Employer-employee-unions. __ _ ____ 
Private group clinic ________________ 
Dental society _____________________ 

6.1 i.2 2.6 
2.2 1.1 
3.5 3:6 1.3 

:: 2 :: 

Blue Shield received 41 percent, insurance com- 
panies 53 percent, and independent plans 6 per- 
cent (table 12). The Blue Cross-Blue Shield 
share of the private health insurance market is 
larger in terms of these figures than in terms of 
enrollment, which was 39 percent for hospital 
care and 37 percent for surgical coverage. 

Distribution of Benefit Expenditures 

Table 13 shows a breakdown of benefit expense 
by type of service. It is estimated that. for all 
carriers 65.6 percent of total expenditures went 
for hospital care, 31.0 percent for physician serr- 
ice, and 3.4 percent for other types of care-dental 
care, drugs, nursing service, etc. 

Despite some broadening of their benefit struc- 
ture in recent years the Blue Cross and Blue 
Shield plans are still concerned almost totally 
with hospital care and physician service, and only 
1.4 percent of their benefit payments go for other 
types of services. Of the benefit payments of 
insurance companies, 4.6 percent are estimated to 
be for reimbursement of charges for services other 
than hospital care and physician service. Many 
independent plans have been innovators in the 
coverage of dental care, drugs, vision care, and 
visiting nurse service, and 9 percent of the benefit 
expense of all independent plans go for services 
other than hospital care and physician services. 

The proportion of total benefit expenditure of 
all health insurance organizations going for serv- 
ices other than hospital care and physician service 
is rising. In 1965 it was 3.0 percent. Health in- 
surance coverage of these other services is grow- 
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TABLE 13.-Benefit expenditures of private health insurance organizations, by type of service, 1966 
[Amounts in millions] 

Total benefit expense Hospital care Physician service Other types of care 

Type of plan 
___. 

Amount 

Total~~--~..-.~.~.~~~~....-~~~~.~.....--------.---.. 169.141.8 

Blue Cross-Blue Shield- ________._ ..____._..._.__._..__ 3,975.4 
Blue Cross--....----.--.--...-.-.-.-.-....----------.. 2,882.2 
Blue Shield----.-..----..-------.-.------..-........-. 1,093.2 

Insurance companies- __.____..______ -__--_- ._____.___._. 4,585.0 
GlI~Up.--..--..~.~~~~~~~~~.....~..~~~~~--....~-~~~~~~~ 3,711.o 
Individual ._________ ____________. __ __ __ .._. .._. 874.0 

Independent plan%.-- .___ _.__________. ._.________.... 581.4 
Comrnunity~.......~.~~~~~~~~....~~~.~.~-...~.-.-~~~~ 218.0 
Emp:oyeremployee-union .._.____ ._-. .- ____ ___ __... 
Privsta group rlinic..w- ____.__._______. -__.- _______._. “Z4 
Dentalsociety---..---------.--.....------.----.-.---- 18: 7 

100.0 2.911.0 63.5 1,462.0 31.9 212.0 
100.0 2,288.O 61.7 1,245.0 33.5 li8.0 
100.0 623.0 71.3 217.0 24.8 34.0 

100.0 238.1 41.0 292.7 .60.3 50.6 
100.0 61.0 28.0 154.0 70.6 3.0 
10il.O 175.7 52.8 129.0 
100.0 1.4 11.7 9.7 

“Sk: 28.0 
.9 

100.0 .._______... .._____.__.. .._____.--.. _.__._._-... 18.7 

ing but in financial terms it is not yet of great 
importance. 

Benefit Expenditure Per Covered Person 

Table 14, for the various groups of carriers, 
shows the benefit expenditures in 1966 per person 
enrolled. These figures in a rough way reflect the 
relative depth or extensiveness of the coverage 
provided by the different types of organizations. 

It will be seen that, Blue Cross-Blue Shield 
benefit expenditures for hospital care per person 
covered for this type of care (as shown in table 1) 
are higher by almost a third than the analogous 
benefit expenditures under group policies of in- 
surance companies and considerably more than 
double the benefit expenditures under individual 
policies. Since utilization rates per covered per- 
son are probably somewhat similar, the figures 
indicate that in general Blue Cross-Blue Shield 
contracts provide more days of coverage and more 
comprehensive coverage of hospital costs than the 
group policies of insurance companies. By the 
same token, individual policies, on t~he average, 
are found to provide a rather meager coverage. 

TABLE 14.-Benefit expenditures of private health insurance 
organizations, per person enrolled for specified benefits, 1966 

Percent 

3.4 

1.4 
1.3 
1.6 

4.6 
4.8 
3.9 

8.7 
1.4 
8.4 
7.5 

100.0 

Among independent plans t,he data on benefit 
expenditures per person covered for hospital care 
suggest that the coverage of these plans is, on 
the average, less comprehensive than that of Blue 
Cross-Blue Shield but somewhat more compre- 
hensive than that under group policies of insur- 
ance companies. However, one must take into ac- 
count the fact that hospital utilization rates under 
the community group-practice plans are consider- 
ably lower than under Blue Cross-Blue Shield 
plans. In many of these group-practice plans the 
hospital coverage may be as extensive as that un- 
der the Blue Cross and Blue Shield plans, but 
lower rates of hospital utilization result in lower 
benefit expenditures for hospital care per covered 
person. 

Benefit expenditures per person covered for 
physician service (that is, for surgical service) 
indicate a slightly more comprehensive coverage, 
overall, by Blue Cross-Blue Shield plans than un- 
der the group policies of insurance companies, 
and much more extensive coverage, on the aver- 
age, than under the individual policies of insur- 
ance companies. The much higher benefit ex- 
penditures of independent plans reflect the fact 
that many of t,hese plans provide comprehensive 
coverage of physician service-all needed service 
in the office, home, and hospital. 

Type of plan Hospital Physician 
care service 

_______ 

Blue Cross-Blue Shield ___________________________ 
Insurance companies: 

Group olicies-...-.---.----------...----------- 
2 Indivl ualpolicies ____________ -_-_-___-___-_-_-- 

Independentplans _________ --.-___-_-_-__---__-___ 

$43.35 $18.59 

32.87 17.71 
16.14 7.41 
36.08 35.27 

Trends 1950 to 1966 

Data on the financial experience of the various 
types of health insurance organizations from 1948 
or 1950 to 1966 are presented in the tables that 
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TABLE 15.-Financial experience of Blue Cross plans 195G66 

[Amounts in thousands] 
- 

-- 

As percent of subscription income 
Net 

income as 

%% 
income 

4.0 

2: 

45:; 
3.3 
2.4 

-.1 
-1.9 

2.1 
3.2 
3.1 
2.1 
1.6 

.6 
1.7 
3.2 

Earned Total 
lbscriptior earned 

income income 
Claims 
expense 

Operating 
expense 

Total net 
income 
or loss jperating 

expense 

$433,770 
506,439 
603,309 
713,212 

%.36G 
1,053:416 
1,191,552 
1,315,471 

$436,954 
510,180 
607,506 
717,605 
815.022 
925,197 

1,063,503 
1,202,lRQ 
1,329.924 

$383,331 
454,786 
538,704 
630,407 
721,141 

%*EE 
1,131:618 
1,276,232 

$36,281 $17.371 88.4 8.4 3.3 
40.8i2 14,522 89.8 8.1 2.1 
45,103 23,699 89.3 7.5 3.2 
40.953 37,245 88.4 7.0 4.6 
55,287 38,595 89.2 6.8 4.0 
58,368 30,283 91.3 6.4 2.4 
64,983 25,068 92.4 6.2 1.4 
72,154 -1,583 95.0 6.1 -1.0 
78,691 -24,999 97.0 6.0 -3.0 

1,.539,576 1,554,606 1,438,368 83,998 32,240 93.4 5.5 
1,783,172 1,802,789 1.654,951 90.821 57,017 92.8 5.1 
2.011,062 2,035,740 1,872.939 99,269 63,531 93.1 4.9 
2.230,747 2,257,523 2.103,084 107,204 47,235 94.3 4.8 
2.467.195 2,497.377 2,343,231 115,228 38,918 95.0 4.7 
2.731,350 2,766,829 2,624,302 124,969 17,558 96.1 4.6 
3,031,470 3,074,551 2,8.87,187 134,559 52,805 95.2 4.5 
3,121,111 3,168,187 2.912.733 154.132 101,322 93.3 4.9 

Under- 
writing 
gyo;sor 

Year Reserves 

$116,531 
122,959 
146,115 
186,449 
224,135 
254,407 
279,248 
278,254 
251,864 

287.360 

E% 
454: 626 
492,8i2 
511.112 
561,906 
649,633 

2:: 
1.9 

:: 
-. 

.z 
1.7 

- 
1 Includes Puerto Rico. 
Source: Data for 1950-1965 from The Lilue Cross arid Blue Shield Fact Book, 

1966. Data in all years exclude IIealth Services, Inc., and are not adjusted 
for duplication between Blue Cross and Blue Shield. 

TABLE 16.-Financial experience of Blue Shield plans, 1950-66 

[Amounts in thousands] 
r- 

T T 
- 

As percent of subscription income 

3perating 
expense 

Potal net 
income 
or loss Claims 

expense 
Operating 

expense 

$18.653 
24,687 
29, QR5 
34,015 
39.342 
43,610 
50,702 
57,202 
61,362 

%Ei 
22:367 
26,277 
29,234 
29,616 
17.957 
16,702 
10,496 

78.8 13.2 7.E 
79.7 12.6 7.5 
79.4 12.2 8.4 
80.4 11.5 8.1 
81.1 11.4 7. t 
82.8 10.9 6.3 
86.6 10.8 2.5 
E7.6 10.6 1.5 
89.2 10.4 .4 

69,035 8,353 90.0 10.2 
76,245 4,508 90.5 10.3 
82,741 13,556 89.8 9.9 
91,136 25,421 89.2 9.4 
99,662 24,936 89.9 9.2 

108,691 23.153 90.6 9.0 
115,940 32,481 90.3 8.8 
129.864 56,938 88.2 9.3 

- 

- 

( 

- 

Net 
income as 

%%Z 
income 

i?; 
9:o 
8.8 
8.4 
7.3 
3.8 
3.1 
1.7 

1.2 

1:: 
2.6 
2.3 
1.9 
2.4 
4.0 

Earned Total 
lbscriptior earned 

income income 
Under- 
writing 
gain or 

loss 
-- 

-.2 
-.E 

1:: 
.Q 

:i 
2.5 

Year Reserves SI Claims 
expense 

- .- 

%% 
75:123 

103,255 
134,050 
164,705 
185,413 
202,017 
212,632 

w;,;;, 
246:362 

“;;;,;a; 
247: 998 

295,001 297,449 
344,653 347,963 
399,781 404.294 
470,583 476,009 
540.700 547,394 
592,272 600,447 

w&m; 

195: 646 
237,157 
279,387 
331,068 
407,350 
473,490 
528,589 

1959----..-.------------------- 221,239 678,333 687,730 610,342 
l96O.~-~.~~.--~~~.-~--~-~~~~-~- 228,634 741,164 751,529 670,776 
1961.-.-.--.-----...------..-.. 236,101 837,773 848.992 752.695 
1962 ’ ___________________ ______ 266,536 974,086 985,373 868,816 
19631.------.---_-------------- 289,440 1,086,356 1,101.745 977,147 
1964 2-M. _______ ________.______ 317,528 1,209,394 13227.557 1,095,713 
1965 2 _______________ -_-- _______ 347,266 1,318,915 1,338,!X7 1.!90,486 
1966 _________ ________ ________ 398,374 1,3QO.890 1,413,185 1,226,383 

- 

-- 

, 

1 
I 

, 

, 

1 Includes Jamaica. 
f Includes Puerto Rico but does not inclu 

Source: Data for 1950-1965 from The Blue Cross and Blue Shield Fact Book, 
1966. Data in all years exclude Medical Indemnity of America and are not 
adjusted for duplication between Blue Cross and Blue Shield. 

follow. The figures for Blue Cross plans show 
that over the years the plans have tended to pay 
out a larger share of subscription income for 
benefits, have gradually whittled down the oper- 
ating expense ratio, and have had a lower under- 
writing gain (table 15). The 1966 data are con- 
trary to the trend for reasons already discussed. 
The Blue Shield data likewise show an increasing 
claims expense ratio, a declining operating ex- 
pense ratio, and a declining ratio of underwriting 
gain to subscription income (table 16). 

panies likewise show an increasing proportion of 
premium income paid out for claims, a decline in 
the operating expense ratio,lS and increasingly 
unfavorable financial results--net underwriting 
losses in all years since 1956 (table 17). 

For individual policies, relatively little change 
is shown for the entire period, when 1948 data, 
which are atypical, are omitted (table 18). 

Full data on the financial experience of inde- 

The data for group policies of insurance com- 

I8 These ratios are those for all group accident and 
health insurance as shown in the annual Spectator puh- 
lications. 
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TABLE 17.-Financial experience under group health in- 
surance policies of insurance companies, 1948-66 

lAmounts in millions1 

TABLE 18.-Financial experience under individual health 
insurance policies of insurance companies, 1948-66 

- 

( 
e 

Net 
under- 
writing 
gain 

or loss 

Ratio to premium income 
Net 

mder- 
vriting 
gain 

3r loss 

‘ercent of premium income 
PII?- 

mium 
income 

Claims 
:xpense 

1948-.- 
1949..- 
1950..- 
1951-.. 
1952--. 
1953-.. 
1954--- 
1955- _ _ 
1956e _ _ 
195i- _ _ 

2:: %i 
333 257 
469 416 
569 498 
723 626 
867 717 

1,023 858 
1,216 1,083 
1,476 1,318 

1958. _ _ 1,606 1.464 
1959.. _ 1,853 1.680 
1960..- 2,104 1,901 
1961m.s 2,414 2,170 
1962. _ _ 2,708 2,453 
1963.-w 2,913 2,671 
1964..- 3,297 3,024 
1965-e. 3.665 3,413 
1966... 3,987 3,711 

)perat- 
ing 

xpense 

PI+ 
Year mium 

income 

- 

, 
e 

lperat- 
ing 

‘XpMlSe 
“Iaims ( 
‘xpense e 

Net 
gain 

or 10s 
-- 

38.3 46.3 15.4 
52.3 44.6 3.4 
52.6 44.0 3.4 
52.3 44.8 2.9 
51.6 45.1 3.3 
49.9 45.1 5.0 
51.0 46.6 2.4 
53.1 45.8 1.1 
52.7 45.4 1.9 
48.2 (‘1 (‘1 

48.7 46.8 
50.9 47.2 
52.9 46.3 
52.9 46.5 
50.7 46.1 
54.0 45.7 
54.5 45.4 
54.7 44.0 
54.4 43.2 

4.5 
1.9 

:i 
3.2 

.3 

1:; 
2.4 

lperat- 
ing 

XPWLS? 

Net 
gain 

or loss 

$29 
22 

-:“5 
-7 

2 

;: 
-29 

(‘1 

69.8 16.5 
74.7 16.1 
77.2 15.7 
88.7 14.6 
87.5 13.6 
86.6 13.1 
82.6 14.7 
83.9 14.0 
8’3.0 13.4 
89.3 (‘1 

I- 13.7 
9.2 
7.1 

-3.3 
-1.1 

2::: 
2.1 

-2.4 
(1) 

-75 91.2 13.5 -4.7 
-75 90.7 13.4 -4.1 
-i3 90.4 13.1 -3.5 
-80 89.9 13.4 -3.3 
-97 90.6 13.0 -3.6 

-140 91.7 13.1 -4.8 
-152 91.i 12.9 -4.6 
-203 93.1 12.4 -5.5 
-234 93.1 12.8 -5.9 

1948.-.. $209 $80 
1949.-.. 220 115 
1950..-. 2i2 143 
1951---. 32Y li2 
1952..-. 389 201 
1953-... 459 229 
1954.--. 552 266 
1955.--. 604 321 
lY56.--. 623 328 
1957.--. 699 337 

% 
120 
147 
175 
207 
243 
277 
283 

(‘1 

1958.... 708 345 331 
1959.... 786 400 371 
1960.... 923 488 42i 
1961-w.. 1,013 536 471 
1962.... 1,102 55Y 508 
1963-... 1 223 661 559 
1964-v.. 1:355 i39 615 
1965.... 1,559 852 686 
1966.v.. 1,608 874 BY5 

$32 

i 
10 

1: 
13 

1; 
(1) 

32 
15 

: 
35 
3 
1 

%I 

217 
248 

ii: 
352 
382 
425 
454 
510 

1 Data not available. 1 Data on operating expense separate from underwriting profit not avail- 
able. 

TABLE lg.-Subscription or premium income and benefit expenditures of private health insurance organizations, 1948-66 
[In millions1 

- 
Blue Cross-Blue Shield plans Insurance companies 

Inde- --~ ____ 
Total pendent 

Total Blue 

I i 

Blue Group Individual pIWE 
Cross Shield Total 

I i 
policies policies 

- 

Income 
-- 

$862.0 
1,015.5 
1,!291.5 
1.660.3 
1.993.4 
2.405.3 
2.756.3 
3,149.6 
3,623.7 

“$,“:j % ; “2: : 
574.0 436.7 137.3 
684.9 505.5 179.4 
851.3 616.2 235.1 
988.6 708.4 280.2 

1,133.7 x03.7 330.0 
1,292.4 910.7 381.7 
1,493.2 1;046.3 446.9 

4,143.g 1.667.8 1,162.9 
4,497.8 1,867.0 1,305.g 
5.139.2 2.157.4 1,522.5 
5.841.0 2,482.1 1,773.0 
6,673.3 2.805.1 2,004.4 
7,411.1 3,118.6 2,212.8 
8.053.6 3,399.4 2,438.7 
8,983.6 3,785.1 2.697.6 

10,001.3 4,169.O 2,993.7 
10,564.l 4,327,s 3,085.g 

504.9 
561.1 
634.9 
709.1 
800.7 
905.8 
960.7 

1.087.5 
1.175.3 
1,241.g 

!- 
Benefit expenditures 

- 
“;m; 
333.0 
468.6 
569.0 
722.6 
867.3 

1,022.5 
1.216.3 

$209.0 
220.0 
272.0 
329.0 
388.6 
458.8 
522.3 
604.4 
622.8 

2:: ; 
112.5 
177.8 
184.5 
235.3 
233.0 
230.3 
291.4 

1,476.0 699.0 301.1 
1,606.O 708.0 316.8 
1,853.0 736.0 342.8 
2 104.0 923.0 331.9 
2.414.0 1.013.0 441.2 
2.708.0 1.102.0 482.5 
2.913.0 1,223.0 518.2 
3,297.O 1,355.0 546.5 
3.665.0 1,559.o 608.3 
3,987.O 1,608.O 641.3 

- 

- 

-- 

- 

- 

- 

- 

- 

$421.0 
461.0 
605.0 
7Y7.6 
95i. 6 

1.181.4 
1,389.6 
1,626,s 
1.839.1 

2.175.0 
2,314.0 
2,639.0 
3,027.O 
3,427.0 
3,810.O 
4,136.0 
4.652.0 
5,224.0 
5,595.0 

1957.~~----~.--.--~~~..~....~.-.----.~~~-~~~~~~~~.~...... 
1958-----....---.~~~-..~~~~..~..--.~.-~~--.~~~~.~.~.~.... 
1959~~---.-.---..-.-.~- .__.___ ----..-.-.-.-_- _.__^__..... 
lYRO.-.-.--.....-.......--.--.--.---...........-.---.---. 
196!.-.-------.--.-...........----...................-.-~ 
1962 ____________.______.....-. --- ____................-.-. 
1963.-.--------.-.---- . . . . ..---___...._...............-. 
1964 ____._________ _________. -.-- __________............... 
1965~-~.~.------.----~----~~~~~~--.-.~~~.-~~~~.~~.~~~.... 
1966 _._______________ ____.__________...._-.-------------. 

-- 

.- 
I 

- 
$606.0 $30X.0 $269.0 
766.8 382.8 308.6 
991.9 490.6 382.9 

1,352.6 605.0 454.0 
1,603.g 736.5 550.1 
1,919.2 851.5 626.8 
2,178.g 984.6 718.1 
2,535.7 1,146.7 832.2 
3,014.7 1,353.7 968.1 

7:: ; 
107.7 
151.0 
186.4 
224.7 
266.5 
314.5 
385.6 

3,474.0 1,547.0 1.106.0 441.0 
3,877.3 1,768.0 1,268.a 499.2 
4,398.8 1,994.8 1,424.3 570.5 
4,996.3 2,287.1 1,646.2 640.9 
5,965.4 2,585.4 1.867.1 718 3 
6,343.B 2 893.6 2.064.5 829.1 
6,979.3 3,li9.5 2,317.3 862.2 
7,832.l 3,574.4 2,592.a 981.6 
8,728.g 3,912.g 2.853.4 1,059.5 
9,141.E 3,975.4 2,882.2 1,093.2 

- 

400.0 
587.5 
698.7 
854.7 
983.0 

1,179.0 
1,410.6 

%: i t%:i 
257.0 143.0 
415.5 172.0 
498.1 200.6 
625.8 228.9 
716.6 266 4 
858.0 321.0 

1,082.5 328.1 

1,655.0 1,318.0 
1.809.0 1,464.0 
2,080.O 1,680.O 
2,389.O 1.901.0 
2,706.O 2,170.O 
3,012.O 2.453.0 
3.332.0 2.671.0 
3 763.0 
4:265.0 

3,024.O 
3,413.0 

4,585.0 3,711.0 

337.0 
345.0 
400.0 
488.0 
536.0 
559.0 
661 0 
739.0 
852.0 
874.0 

%: : 
101.3 
160.1 
168.7 
213.0 
211.3 
210.0 
250.4 

272.0 
300.3 
324.0 
320.2 
404.0 
438.2 
467.8 
494.7 
551.0 
581.4 

1960 __._.._..._....._....- ...... -_-_- _ ............... ..- 
1961e. ______.______ __._______. -.--_-._- ____.____ .... .._ 
1962.....~.~....~.......~~.~.~~~~~~..............~~.~ ... 
1963---w- ____ -._- __._ .. ..__........_ ... __._..........__ _ 
1964. __.____ ____._______________-..............- ...... 
1965-e. _.__________________ ---.---__- _________ .......... 
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TABLE 20.-Percent,age distribution of subscription or 
premium income and benefit expenditures of private health 
Insurance organizations, 1948-66 

[In millionsl 

gain and individual policies declining. The share 
of the independent plans has dropped slight,ly. 

Total benefit expenditures of all private health 
insurance organizations, by type of care, from 
1950 to 1966 have been as follows: 

[In millions] 

-7 
42.3 
44.8 
44.4 
41.3 
42.7 
41.1 
41.1 
41.0 
41.2 

36.5 5.8 48.8 24.6 24.2 
35.7 9.2 45.4 23.7 21.7 
33.8 10.6 46.8 25.8 21.1 
30.4 10.8 48.0 28.2 19.8 
30.9 11.8 48.0 28.5 19.5 
29.5 11.6 49.1 30.0 19.1 
29.2 12.0 50.4 31.5 18.9 
26.9 12.1 51.7 32.5 19.2 
28.9 12.3 50.8 33.6 17.2 

40.2 28.1 12.2 52.5 35.6 16.9 
41.5 29.0 12.5 51.4 35.7 15.7 
42.0 29.6 12.4 51.4 36.1 15.3 
42.5 30.4 12.1 51.8 36.0 15.8 
42.0 30.0 12.0 51.4 36.2 15.2 
42.1 28.9 12.2 51.4 36.5 14.9 
42.2 30.3 11.9 51.4 36.2 15.2 
42.1 30.0 12.1 51.8 36.7 15.1 
41.7 29.9 11.8 52.2 36.6 15.6 
41.0 29.2 11.8 53.0 37.7 15.2 

8.8 
9.8 
8.7 

10.7 
9.3 
9.8 
8.5 

2 

7.3 
7.0 
6.7 
5.7 
6.6 
6.5 
6.4 
‘6.1 

2: 
- 
ape 

- 
Benefit e nditures 

- 

- 
50.8 44.4 6.4 37.6 24.4 13.2 11.6 
49.9 40.2 9.7 38.5 23.5 15.0 11.6 
49.5 38.6 10.9 40.3 25.9 14.4 10.2 
44.7 33.6 11.2 43.4 30.7 12.7 11.8 
49.5 34.3 11.6 43.6 31.1 12.5 10.5 
44.4 32.7 11.7 44.5 32.6 11.9 11.1 
45.2 33.0 12.2 45.1 32.8 12.2 9.7 
45.2 32.8 12.4 46.5 33.8 12.7 8.3 
44.9 32.1 12.8 46.8 35.9 10.9 8.3 

44.5 31.8 12.7 47.6 37.9 9.7 7.8 
45.6 32.7 12.9 46.7 37.8 8.9 7.7 
45.3 32.4 13.0 47.3 38.2 9.1 7.4 
45.8 32.9 12.8 47.8 38.0 9.8 6.4 
45.4 32.8 12.6 47.5 38.1 9.4 7.1 
45.6 32.5 13.1 47.5 38.7 8.8 6.8 
45.6 33.2 12.4 47.7 38.3 9.5 6.7 
45.6 33.1 12.5 48.0 38.6 9.4 6.3 
44.8 32.7 12.1 48.9 39.1 9.8 6.3 
43.5 31.5 12.0 50.2 40.6 9.6 6.4 

- 
1950 _______ -__- __________ $992 $680 
1955.......~~~~.~.~...... 2,536 1,679 $2; 
1960...----...-.....----- 4.996 3,304 1,593 
1961..--.-.-.------...... 5,695 3,766 1.796 E 
1962...-............---.. 6,344 4,197 1,992 155 
1963...-.-..---......-..- 6,980 4,642 2,153 185 
1964-..---.------......-- 7,832 5,187 2,427 218 
1965.~.-.-.--~~~~.~.....- 8,728 5,790 2,680 259 
1966.---.-.-.----------.. 9,142 5,993 2,831 318 

1948... 100.0 
1949... 100.0 
1950... 100.0 
1951... 100.0 
1952... 100.0 
1953... 100.0 
1954... 100.0 
1955... 100.0 
1956... 100.0 

1957- 100.0 
1958... 100.0 
1959... 100.0 
1860... 100.0 
1961... 100.0 
1962... 100.0 
1963... 100.0 
1964-e. 100.0 
1965... lW.O 
1966.-e 100.0 

1948... loo.0 
1949... 100.0 
1950... 100.0 
1951L. 100.0 
1952.- 100.0 
1953... 100.0 
1954... 100.0 
1955... 100.0 
1856-m. 100.0 

1957... 100.0 
1958... 100.0 
1959... 100.0 
1860... 100.0 
1861... 100.0 
ln62.- 100.0 
1963... 100.0 
1964L. 100.0 
1965-e. 100.0 
1966... 100.0 

1 Included in physician service. 

Proportion of Consumer Expenditures 

Met by Insurance 

A major test of the significance of private 
health insurance is the extent to which it covers 
health care costs. In 1965 benefit expenditures 
under private health insurance amounted to 32.6 
percent of total private consumer expenditures 
for health care (not, including the net cost of 
obtaining health insurance). Insurance met 71.2 
percent of consumer expenditures for hospital 
care, 31.8 percent of consumer expenditures for 
physician services, and 2.5 percent of consumer 
expenditures for all other types of health care. 

The tabulation that follows shops the propor- 
tions of consumer expenditures met or paid for 
through health insurance in selected years from 
1950 to 1965 (1966 data not yet available).lg 

pendent plans are available only for 1964 and 
subsequent years. The ratios shown for 1966 are 
not significantly different from those for 1964. 

Aggregate premium income and benefit ex- 
penditures of all types of health insurance or- 
ganizations are given in table 19. The data for 
Blue Cross and Blue Shield include the opera- 
tions of Health Services, Inc., and Medical 
Indemnity of America and are unduplicated. 

The shares of the different types of organiza- 
tions in total premium income or benefit expendi- 
tures have shown only minor change in the past 
10 years (table 20). Premium income of Blue 
Cross-Blue Shield plans as a proportion of the 
tot,al has stayed about the same, 4042 percent. 
The share of insurance companies has increased 
slightly-with group policies showing a small 

T- 

Hospital 
care 

‘hysicians’ Other 
services types of 

care 
I Year Total 

- 

12.0 
25.0 
30.0 1.3 
32.8 1.7 
33.0 1.9 
33.6 2.1 

32.1 31.8 ;:i 

195o~~.----.------------- 12.1 34.6 
1955.~~----..-----.---~-- 21.5 51.8 
1960------.-.------------ 27.7 62.6 
1961-.-.----..-----.----- 30.0 65.6 
1962 ______ -_._-_---_._-__ 30.8 67.4 
1963 _________. ____ .____ 31.7 67.0 
1964-..~~~-.-.-.--~.---~- 31.6 68.1 
1965-.--------------.---- 32.6 71.2 

1 Included in physician services. 

It is evident that the extent to which health 
insurance covers consumer health costs is increas- 
ing, on the whole, but only slowly. 

I9 Based on data in Ruth S. Hanft, “National Health 
Expenditures, 196Ck-65,” Social Security Bulletin, Feb- 
ruary 1967. 
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