
Private Health Insurance in 1972: 
Health Care Services, Enrollment, and Finances 

Newly established health matntenance orgamza- 
tions joined the traditional private answers in 1972 
to bring some protection against the costs of hos- 
pitalization und survey to about three-fourths of 
the civilian population Lesser numbers were cov- 
ered for other kinds of health care costs. This 
article reports that private insurance met only $2 
percent of consumer expenditures for all personal 
health care aervzces and only 7 percent of expendi- 
tures other than those for hospital care and 
physicians’ services 

Insurance companies had about 60 percent of the 
gross enrollment in all private health insurance 
organizations. Blue Cross-Blue Shield plans held 
about 95 percent, wath the renaaandcr tlrstributed 
among the zndependent community, employer-em- 
ployce-union, and private group clinic plan,s 
Roughly 7 million persons were receiving health 
care services an 1972 from HMO prototypes an& 
from newly established HMO’s. 

In 1972, premium and subscraption income of pri- 
vate insurers rose faster than claims. Private in- 
sures collected $92.9 billion an premiums (14 per- 
cent more than in 1971) but paid out only 10 
percent more in benefits and clarma-$l3.5 b&ion. 
The difference of $28 ballion is the net cost of 
private health insurance retained bg the carriers 
to cover operating expenses, profits, and additaons 
to reserves. 

THE PRIVATE HEALTH INSURANCE in- 
dustry became somewhat more responsive in 1972 
to the needs of Americans for adequate health 
care services. Slightly larger numbers and per- 
centages of the population were covered. A more 
comprehensive array of benefits was offered, and 
the conventional modes of delivery were showing 
some signs of being tempered. 

The traditional private insurers-Blue Cross 
and Blue Shield, the commercial carriers, and 
the independent community, employer-cmployee- 
union, and private group clinic plans-were 
joined by newly established health maintenance 
organizations (HMO’s) to bring some protection 
against the costs of hospital and surgical care to 
about three-fourths of the civilian population. 

* Division of Economic and Long-Range Studies. The 
author was assisted by Jeffrey Furnish and Denton 
Vaughan. 
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Private insurance met some of the cost of in- 
hospital physicians’ visits and of out-of-hospital 
X-ray and laboratory examinations for 72 per- 
cent of Americans, but far smaller numbers were 
reimbursed for other medical expenses. Only 
53-56 percent of the civilian population was 
covered in any part for prescribed drugs, pri- 
vate-duty nursing, and visiting-nurse service, for 
example ; only 22 percent had any insurance for 
nursing-home care ; and less than 9 percent had 
any insurance to cover dental case. Insurance 
coverage for physicians’ office and home visits, 
dental care, and drugs continues to be subject to 
deductible and coinsurance payments; conse- 
quently, the full cost of these health care services 
is almost never met through insurance. 

Nearly all persons aged 65 and over have 
health insurance coverage, mainly through the 
Federal Government’s Medicare program (health 
insurance for the aged and, beginning July 1973, 
for the disabled and persons with chronic kidney 
disease). The number of persons enrolled for 
hospital care under Medicare as of January 1, 
19’72, was 20.6 million ; for supplementary medi- 
cal insurance the number was 20.0 million. These 
figures are based on an actual count from the 
health insurance entitlement master file. In 1972, 
11 million (53 percent) of the aged bought pri- 
vate hospitalization insurance to supplement or 
complement their Medicare coverage; 10 million 
(46 percent) paid for additional insurance pro- 
tection against the costs of surgery. This comple- 
mentary insurance was being extended by private 
carriers to the disabled and to certain individuals 
with chronic renal disease who became eligible 
in July 1973 for Medicare benefits under the So- 
cial Security Amendments of 1972. The supple- 
mentation by private carriers is intended mainly 
to fill some of the gaps in Medicare, such as 
those relating to deductibles and coinsurance, 
drugs, etc. 

Despite the growth of private insurance in the 
health care field, 38 million Americans under age 
65 still have no economic protection against hos- 
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pita1 costs; 43 million have no insurnncc for 
medical care costs. This article attempts to evalu- 
ate the kind of coverage and scope of protection 
afforded those who do have such a shelter. 

Office of Research and Statistics (ORS) esti- 
mates of the net number and the proportion of 
the population having private health insurance 
coverage for hospital care and surgical services 
continue to be somewhat lower than estimates of 
the Health Insurance Association of America 
(HIAA), an association of insurance companies. 
Both estimates, however, show a continued 
growth during 1972 in the number and percent- 
age of the population covered. 

Consumer expenditures for private health in- 
surance in 19’72 totaled $22.3 billion in premiums 
and subscription charges, up 13.2 percent from 
1971. Benefit expenditures by private health in- 
surance organizations reached $19.5 billion, 10.2 
percent higher than in 1971. The organizations 
paid out a little more than 87 percent of prc- 
mium income in benefits; 14 percent went for op- 
erating expenses, with a resulting net underwrit- 
ing loss of 1.3 percent of premiums. 

POPULATION COVERAGE 

Office of Research and Statistics estimates of 
the net number (of different persons) and the 
percentage of the population with some health 
insurance coverage of the various main types of 
health care are summarized in table 1. It should 
be noted that-although sizable proportions of 
the po$ulation are covered for physicians’ office 
and home visits, prescribed drugs, private-duty 
nursing, and nursing-home care-actual protec- 
tion for these services, as measured by the pro- 
portion of consumer expenditures for health 
services met by private insurance, varies widely. 
Although health insurance met 42 percent of all 
health care costs, it paid for only 7 percent of 
consumer expenditures for health services other 
than those for hospital care and physicians’ serv- 
ices. The bulk of such coverage is under supple- 
mentary major medical and comprehensive group 
insurance policies and mlder the supplementary 
major medical and extended-benefit contracts of 
the Blue Cross-Shield plans. 

As observed earlier, a fifth of the population 

TABLE I.--Estimates of net number of different persons 
under private health insurance 

* B ~~l~,~d, by age and speclfie 
lans and percent of popula- 
.type of care, as of December 

f 

All ages 
I 

Under age 65 Aged 65 
and over 

I- 
Type of service 

Hospital care.. _________ 159,526 
Physlclans’ services 

Surgical services~....- 153,326 
In-hospltal visits....- 149,734 
X-ray and laboratory 

examinatlons..~.. 149,444 
Office and home 

visits. -----_-----_ 99,914 
Dental care-..--------- 17,994 
Prescribed drugs (out- 

of-hospital) _________ 111,374 
Private-duty nursmg... 108,959 
Vlsitmg-nurseservlce... 115.804 
Nursing-home care-...- 45.469 

HIAA estimates 
Hospital care _________ 181,602 
Surgical services ______ 166,261 

Per- 
cent of Num- 
c;g bgogy 

t-x 
sands) 

-- 
77.0 146,265 

74 0 143,525 
72 2 141.579 

72.1 141,694 

53 7 107,855 
52 6 105,518 
55 9 111,416 
21.9 39.937 --- 

79 7 

77 1 
76 1 

76.1 

“~~~ 

2: 
59 9 

m 21.6 

91.1 
642 

Num- 
:;oolf-n 
sands) 

11,270 53.2 

9,813 46.3 
8,155 385 

7,750 366 

4,346 
29s 

16 6 
16 3 
21.2 
25.8 

Per- 
ant of 
civil- 
ian 

fz& 

under age 65 has no financial shield against the 
hazards of illness. Still larger numbers have in- 
adequate protection. Major deterrents are cost 
and nonaccessibility of health care services. At- 
tempts to alleviate these problems are seen in the 
continuing national interest in a system of uni- 
versal health insurance and in the current em- 
phasis of the Federal Government and health 
insurance industry on the new health mainte- 
nance organizations. 

HEALTH MAINTENANCE ORGANIZATIONS 

Probably the greatest motivating influence to- 
ward a change in the traditional delivery system 
has been the development of the health mainte- 
nance organization concept-a commitment of 
the Administration first announced in February 
1970. The intent was to reshape the health care 
delivery system, making it responsible for 
efficient and effective utilization of the Nation’s 
health care resources to meet the health care 
needs of the American people. The HMO’s are 
designed to do this by providing enrolled partici- 
pants, either directly or through arrangements 
with others, comprehensive, quality-assured, and 
economical health care services (including pre- 
ventive care) in return for a predetermined pe- 
riodic payment. 
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HMO Prototypes 

The HMO’s are rooted in such longstanding, 
well-established prototypes in the private health 
care sector as the Raiser Foundation Health 
Plan, Inc., in Oakland, California (1942) ; the 
Roes-Loos Medical Clinic in Los Angeles (1929) ; . 
the Group Health Association, Inc., in Washing- 
ton, D.C. (1937) ; the Group Health Cooperative 
of Puget Sound, Seattle (1947) ; and the Health 
Insurance Plan of Greater ‘New York (1947). 
These plans and others in the “independent” 
category 1 provided health care for about 11 mil- 
lion persons in 1972, less than 6 percent of the 
population. 

Private Insurer Involvement in HMO’s and 
Prepaid Group Plans 

Private health insurance organizations-par- 
ticularly the Blue Cross-Blue Shield plans and 
the commercial carriers-reacted to the HMO 
concept by developing alternative delivery sys- 
tems-both prepaid group-practice programs and 
HMO%-and offering them to their subscribers 
as an option to their traditional type of cover- 
age. 

The Blue Cross-Blue Shield plans have been 
active, for example, in forming, creating, and ex- 
panding HMO’s where the sponsoring organiza- 
tions have received Federal planning and devel- 
opment grants. In some instances Blue Cross 
plans have received Federal grants for studies to 
determine the feasibility of implementing the 
HMO concept and for setting up HMO pro- 
grams. The Blue Cross-Blue Shield plans also 
have instituted pilot programs and group-prac- 
tice experiments. They have contracted with ex- 
isting clinics and medical centers to convert part 
of their fee-for-service programs into a prepaid 
group practice. They have served new HMO’s in 
such functions as enrollments, marketing, ad- 
ministration, and underwriting; they have made 
HMO proposals to existing prepaid group-prac- 
tice plans, groups of “solo practice” physicians, 

1 Community-consumer-sponsored prepaid group and 
individual practice plans, employer-employee-union self- 
insured plans, and prepaid group clinic plans are consid- 
ered independent in the sense that they are not afflliated 
with or underwritten by the Blue Cross-Blue Shield as- 
sociations or the commercial insurance companies. 

and clinics. As of the end of 1972, they were in- 
volved in 28 prepaid group-practice plans, some- 
times providing financial support for planning, 
developing, and implementing HMO prepaid 
group-practice programs. 

By the end of 1972, more than 30 insurance 
companies had some degree of active involvement 
or exploratory interest in 50 operational or de- 
velopmental HMO’s in 22 States. Involvement 
ranged from planning, administration, and mar- 
keting to financial support and/or underwriting 
a portion of the prepaid program in communities 
of all sizes-from the large metropolis to the 
small community in a nonindustrial area.2 Here, 
too, the pattern has been to offer the HMO type 
of coverage to policyholders as an option to in- 
demnity coverage. 

Federal Activity 

On December 31, 1972, there were nine feder- 
ally funded operational HMO’s out of 110 origi- 
nal projects. Sixty-seven active grants for the 
planning and development of specific HMO’s 
were in existence, in addition to 47 funded activ- 
ities designed to provide technical assistance in 
evaluating program efforts, to study HMO re- 
sources nationally, and to identify key factors in 
HMO development. A total of $25.9 million in 
grants and contracts has been obligated by the 
Federal Government since June 1971. Of this 
total, $16.9 million was for the direct support of 
HMO projects.8 

The HMO option for Medicare beneficiaries 
provided in the Social Security Amendments of 
1972 was another Federal action that has aided 
in developing HMO%. Broad development on a 
national basis camrot be realized, however, until 
categorical HMO assistance and development 
legislation has been enacted by Congress and 
until the States, where necessary, have enacted 
HMO enabling legislation and have generally 
executed contracts to permit Medicaid beneficiar- 

* “Prepaid Group Practice and HMO’s: Present 
Degree of Insurance Company Involvement in HMO De- 
velopments as of February 1, 1973,” iKedica2 Economics 
Bulletin No. 4, Health Insurance Institute of America, 
February 14, 1973. 

8 Program Blatue a8 oj December 1973, Health Serv- 
ices and Mental Health Administration, Health Mainte- 
nance Organisat.ion Service, March 1973. 
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ies to join health insurance plans of the HMO 
type. Among the 13 States that have executed 
such contracts, California leads with 25 prepaid 
health plans covering more than 130,000 individ- 
uals, as of the end of 1972. 

ENROLLMENT 

Tables 24 show the number of persons en- 
rolled by different types of health insurance or- 
ganizations for each of 11 services, together with 
estimates of the net number of different persons 
with some coverage for each of these services. 
The gross enrollment total for persons of all ages 
for hospital care, reported by or estimated for 
all organizations, was 221 million (table 2). Ac- 
cording to projections of the 19’iO Household In- 
terview Survey, 159 million different persons 
were covered for hospital care in 1972. Thus 62 
million, or approximately 28 percent of gross cn- 
rollment,. represented multiple or duplicatory 
coverage. 

Multiple coverage occurs chiefly in these ways: 
(a) When husband and wife are both employed 
and both cover self, spouse, and dependents 
under the insurance plan at the workplace; (b) 

when a person with group coverage under a 
health insurance plan purchases an individual in- 
surance policy to supplement his group coverage ; 
and (c) when a person not eligible for group 
coverage holds two or more insurance company 
individual policies (sometimes a second policy 
taken to supplement one that provides limited 
benefits). A significant share of the individual 
policies of insurance companies supplement other 
coverage, it is believed. 

Blue Cross plans had 70 million persons under 
age 65 enrolled for hospital care at the end of 
1972 (table 3). Blue Shield plans not cooperating 
or affiliated with Blue Cross plans reported an 
enrollment of 2 million for that type of care. In- 
surance companies accounted for 82 million per- 
sons covered for hospital care under group poli- 
cies and for 45 million policy owners and 
dependents under individual policies. 

Blue Shield plans reported 62 million persons 
under age 65 enrolled for surgical care at the 
end of 1972. Nonaffiliated Blue Cross plans had 4 
million enrolled for this type of care. Group in- 
surance policies covering surgical care were held 
by 84 million policyholders and their depend- 
ents; 31 million mere covered by individual in- 
surance policies. 

TABLE 2 -Enrollment under private health insurance plans for persons of all ages and estimates of the net number of different 
persons covered, by type of plan and specified type of care, as of December 31, 1972 

[In thousands] 

Typo of plan Hospital 
care 

Total gross enrollment ___________ _ 

Blue Cross-Blue Shield _________________ 
Blue Cross ____________________________ 
Blue Shield ____________.______________ 

Insurance companies _________________ ___ 
Oroup Ileies.......--.....~-~~---~~- 
Indlvi go ual policies _____. _ __________ _ _ _ 

Independent plans... ______ _____ _ ____ _ __ 
Community _-_--__----. _ __-_-..____- _ 
Employeremployee-union ____._____ _. 
Private group clinic ____. _ _______ ______ 
Dental service corporetlon ____________ 

221.272 

78,605 
7;,g 

133:677 
83,768 
49,909 
8,990 
3,370 
5,560 

60 

Net number of different persons covered, 
as estimated by- 

Office of Research and Statistics ______ _ 159,526 
Percent of clvilisn population 1-w--T- 

153,326 
77.0 74 0 

H1AA.e.. _____________________________ 181,602 
Percent of civilian population z--M-s- 

166,261 
87 6 80.2 

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

Office of Research and Ststfstics _______ 138 7 131 6 
HIAA... _________ _ ____.______________ 

109 8 
121 8 121 3 115.0 

I Physicians’ services 

Surgical In- 
serwces hzW&l 

201,702 164,463 

72,433 
4.020 

68.413 
117.779 
85,290 
32,489 
11,490 
5,350 
69’333 

140 

66,765 

6Kz 
87:Oa 
72.196 
14,872 
10,630 
5,350 
5,140 

140 

149,734 
72 2 

142,985 
69 0 

- 

I 

I 

_- 

-- 

-. 

- 

X-ray 
and lab. 
oratory 
examin- 
ations 

ORiCe 

h%e 
visits 

Dental 
care 

Pre- 
scribed 
drugs 
(out-of 
1ospital) 

159,440 104,735 17.904 116.802 

56,223 

9!‘987 
83:791 
8,196 

11,230 
5.250 
5,840 

140 

27,492 
1,205 

26,287 
66,733 
59,380 
7,353 

10,510 
5,250 
5,120 

140 

32,595 

$1 
78,691 
73,827 

2% 
2:520 
2.970 

26 
.-- _-_-_ 

1,110 

i:; 
9.087 
9,039 

7.7:; 
1,060 
1,810 

4,8% 

149,444 99,914 
72 1 48 2 

$1 $1 

106 7 
(9 

104 8 
(9 

17,904 
86 

$1 

109 0 
(9 

.----_-- 

111,374 
53.7 

g 

104 9 
(9 

-r 
Prlvate- 

duty 
nursing 

114,269 

30,671 
$3k3 (;) 

5: 777 
0.925 

:E~ ’ 15 
- - - - - _ _ _. 

108,959 
52 6 

{:I 

104 9 
(9 

Vkiting- 
nurse 

SWViCt2 

121,520 

36,797 

$1 
76,673 

‘%i 
8:050 
4,700 
3.3;; 

--------. 

““$I; 

(9 
(9 

104.8 
(9 

- 

‘hy%? 
care 

46,315 

31,484 

lP1181 
8:616 
;A$ 

‘6’20 
2,030 

_ -_--__ _. 
_ - - _ _ _ _ _ 

45,460 
21 9 

$1 

101.9 
0) 

Vision 
care 

(9 

# 

6,437 

% 
‘127 

-_--___ _. 

(9 
$1 
(9 

1 Data not svsllsble 
f Based on Bureau of the Census estimate of 207,293,Mx) &s of January 1,1973 
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TABLE 3.-Enrollment under rivate health insurance plans for persons under age 65 and estimates of the net number of different 
persons covered, by type of p an and specified type of care, as of December 31, 1972 P 

(In thousands] 

Type of plan 

I 

Total gross enrollment ____________ 207,451 

Blue Cross-Blue Shteld. ________________ 
Blue Cross. ___________________________ 2%; 
Blue Shield. __________________________ 2:025 

Insuramx compame~ ____________________ 127,334 
Group 

B” 
11c1es ______________________ __ 

I 
82,261 

Indivl uel nolicies ____________________ 45.073 
Independent +ns ____________.________ _ a;440 

Community-...-..-.................. 3.202 
Employer-employee-union __-_________ 6,191 
Private group clinic ______ _ ____________ 47 
Dents1 serv1m corporation __-__---____ -___-____. 

Net number ofdifferent persons covered, 
as estimated by- 

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

14&F; 

HIAA ________________________________ 169i$4 
Percent of civilian population zmm-sms 

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

Ofke of Research and Statistics-m-..- 140.0 133.1 110 0 
HIAA ________________________________ 122.4 121.9 116 7 

I Physicians’ servlw 

- 

Surgical 
services 

191,023 

yg 

61:946 
114.611 
83.786 
30.725 
10.870 
5,113 
5,635 

122 
.-- ----_. 

143ii2! 
156.646 

84.2 

- 

1 

.- 

.- 

-. 

- 

Ill- 
mpital 
visits 

- 

-. 

X-ra 
md la t- 
oratory 
z3min- 
ations 

155,737 161,613 

60,963 
3,371 

57,682 
84,778 

3 E 
1o:QO6 
5,113 
4.771 

122 

61.629 

141ii7i 
134,6&3 

72 3 

1 Data not availeble. 2 Based on Bureau of the Census estimate of 186,116,OQO 88 of Janwry 1, 
1973. 

Independent plans covered an estimated S mil- 
lion persons of all ages for hospital care and 11 
million for physicians’ services. The vast major- 
ity of those enrolled were members of employ- 
ment groups ; only a small percentage were en- 
rolled in these plans through individual 
memberships. . 

times as frequent as individual policies. Blue 
Cross-Blue Shield plans held 35 percent of the 
enrollment, and independent plans had 7 percent. 
On enrollment for in-hospital visits, the insur- 
ance companies lost some ground to other car- 
riers in 1972. 

Total Enrollment 

The distribution of gross total enrollment 
among the carriers in 1972 is shown in table 5. 
For persons of all ages, Blue Cross-Blue Shield 
plans had 36 percent of total enrollment for hos- 
pital care; insurance companies had 60 percent. 
For independent plans, the share of gross enroll- 
ment was 4 percent. Enrollment under group in- 
surance policies was almost 70 percent great,er 
than enrollment under individual policies. 

Insurance companies had ‘about two-thirds of 
the enrollment for all other services except nurs- 
ing-home care and dental care. Blue Cross-Blue 
Shield plans accounted for 68 percent of the en- 
rollment for nursing-home care. Independent 
plans held 43 percent of the enrollment for den- 
tal care and 10 percent of the coverage for phy- 
sicians’ office and home visits but had 7’ percent 
or less for all other services. 

The relationship runs somewhat the same for 
surgical services, with enrollment under group 
insurance policies more than two and one-half 
times that of individual policies. Independent 
plans had a larger share of total enrollment than 
they did for hospital care. For X-ray and labo- 
ratory examinations, insurance companies had 58 
percent of the enrollment, with group policies 10 

The distribution pattern was somewhat the 
same for persons under age 65 as for those of all 
ages. Among those aged 65 and over, however, 
the pattern was reversed, with Blue Cross-Blue 
Shield plans accounting for a much larger share 
of enrollment for all types of services except 
dental care. 

HMO Enrollment 

Prepaid group-practice plans in the independ- 
ent plans category, some of which have been in 
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109,346 

25,390 
1,146 

24,244 

“5:% 
7: 144 
9,936 
6,011 
4,803 

122 
.--____- 

““$2 

$1 

106 0 
(9 

-- 
17,608 110,794 116,987 6,332 _- 
1,106 29,437 34,668 318 

$1 

“8% 

7p*w 7iim 

‘43 
“$lg 6$g; 

:fz 
6:664 

1:801 
292 

$g; 

4,7;: 
’ 13 

3:z i% 
‘116 

.____ e._ .--e---m --__---_- 

- 

1 

-- 

-- 

- 

17,608 
9.6 

[:I 

loo 0 105 0 105.0 
(9 (9 (9 

- 

Dental 
oare 

Pre- 
scribed 
drugs ‘:Ft’G 

Visltlng 
nurse vision 

nursing service oare 



TABLE 4.-Enrollment under private health insurance plans for persons aged 65 and over and estimates of the net number of 
different persons covered, by type of plan and specified type of care, as of December 31,197Z 

[In thousands] 

Prlv&?. 
duty 

rI.mng. 
nurse 

nursing service 

T I T- Physlclans’ services 
Pre- 

serlbed 
drugs 

$Z& 

3,554 

1,304 

pg2, 
1:SOl 

119 

:;i 
186 

18 
_ _ - _ _ - _ _. 

3ig’; 

I:] 

101 0 
(9 

x-ray 
md lab- 
watery 
?mnin- 
atlons 

7.827 

Dental 
care 

Vision 
care 

4,389 

2.102 

2,oz 
i.2 

‘208 
574 

% 
18 

.-__-_-. 

3.475 4.533 

4.694 (9 
$I507 
2:28; 

626 

i;; 
18 ,_-_---_ 

142 
142 

_ _ _ _ _ - -. 

‘2 
9 

8: 

1,234 (9 
?870 

‘2‘?l 
371 
169 
2w 

2 ___- ____ 

2.128 

ps7, 
13729 

141 

3 ” .-__ - ___. ___- --_-. 

6,075 
(9 
(‘)210 

210 
.____--_ 

243 

1:: 
.___-___ 
.__---__ 

4,34G 
20.5 

$1 

101 0 
(‘1 

--- 

296 
1.4 

{:I 

199 0 
(9 

3,441 
16.3 

$1 
5,473 

25.8 
(9 
(9 

101 .c 
(‘1 

“i:? 
$1 

101 0 
(9 

*Based on Bureau of the Census estimate of 21,177,WJl as of January 1’ 
1973 

Type of plan E0spItal 
care s 

, 
e 

_- 

_- 

- -. 

- 

3urgical 
services 

Total gross enrollment ____________ 13.821 10,679 

6,791 

6,% 

7% 
1:164 

620 
237 
365 

18 .---____ 

11p; 
12,947 

66.9 

9,813 
46.3 

9.615 
45.4 

8.726 

“$5; 
8,377 

39 6 

107 0 
164 2 

Blue Cross-Blue Sbleld _________________ 
Blue Cross ____________________________ 
Blue Shield __________________________ _ 

Insurance companies _.__________________ 
Oroup licks ____________.____________ 
Indlvl 8” ual policies ____________________ 

Independent plans ______________________ 
Community __________________________ 
Employer-employee-union ____.______ 
Private group cllnlc ___________________ 
Dental service corporation ____________ _ 

Net number of different persons covered, 
as estimated b - 

Office of Researc E and Statistics...... 
Percent of civilian population r----- 

HIAA. __.____________________________ 
Percent of clvflian population r----- 

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

Office of Research and StatIstica...... 
HIAA ________________________________ 

1 Data not available 

existence for as long as 40 years, continue to hold lees in new federally funded HMO’s that fall in 
the vast majority of the market for the HMO the independent plans category is not known at 
type of organization. Insurance companies had this time. These data will be obtained from a 
64,000 subscribers enrolled in HMO’s by the end survey of all known independent health insur- 
of 19’72; 756,000 Blue Cross-Blue Shield sub- ante plans now being conducted by the Social 
scribers received their health care from prepaid Security Administration. 
group-practice programs. The number of enrol- More important than the distribution of HMO 

TABLE B.-Percentage distribution of total gross enrollment under private health insurance plans, by age, type of plan, and 
specified type of care, as of December 31, 1972 

I T Physiclans’ services 
Pre- 

scribed 
drugs 

h%$& 

- 

._ 

._ 

:= 

._ 

:z 

.- 

Private. 
duty 

Visiting- N;zg 
nurse 

nursing service care 
Dental 

care Age group and typo of plan X-ray 
III- and lab- 

hos$tsal oratory 
examiu- 
ations 

-I- l- -l -I- _. 

_. 

:: 
_. 

=: 
_. 

- 

Total. all ages ______._________.__ _ ________ ___ loo 0 166 0 

35 9 

E i 
16 1 

57 
- 

100 0 

34 4 
69 9 
43 8 
16 1 

6.7 
- 

loo 0 

R-0 0 169 0 loo 0 
-___- 

Iti i 
35 3 26 3 
67.7 63 7 

“8” : 
62 6 56 7 

65 f:i 13 
-- - 

loo 0 loo.0 loo 0 
--- 

39 2 

E: 
2 : 

25 3 
648 

5: 
67.7 

z 7.0 g’*; 
---- 

166 0 100.0 109 0 
-~- 

666 60 0 47.9 
26 2 32.0 39 0 
14 4 

‘i.8” 
34 2 

11 8 
72 8:0 1:*: 

loo.0 196 0 160.0 109.0 196.0 

fig 

:3 
43.0 

- 
196.0 

3.4 
48 0 
480 

_ _ _ _ _ - _ -. 
486 

36 7 
54 0 
50 7 

33 
93 

Blue Cross-Blue Shield _______________________ _ ____ 
Insurance companies _______________________________ 

Group 
Indlvi 3 

olicies ___________________________________ 
ual policies..-. ___________________________ 

Independent plans _______-_____-___________________ 

Under age 65. total _____________________________ I= 166 0 

Blue Cross-Blue Shield ____________________________ 34 6 
Insurance companies _______________________________ 61.3 

Oroup 
Indlvi 8” 

licles ___________________________________ 
ual policies _______________________________ ;: i 

Independent plans. ________________________________ 4:1 
- 

Age 65 and over, total. _____________ _ ___________ 199 0 

Blue Cross-Blue Shield.. ________ ____._____________ 50 1 
In;ro~B;fpce companies _______ i ____________ _ __._____ __ 45 9 

8” 
llcies ___________________________________ 10 9 

Indivl us1 policies _______________________________ 35 0 
Independent plans. ________________________________ 40 

I 
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business is the effect of these organizations on 
the mode of health care delivery. To what extent 
is the population now served by comprehensive 
group-practice plans on a prepaid capitation 
basis, whether or not the plan operates through 
an insurance carrier, is underwritten by Blue 
Cross-Blue Shield, or operates independently? 
Are more people covered for physicians’ oflice 
visits, diagnostic X-ray and laboratory examina- 
tions, drugs, and nursing services as a result of 
HMO activity ? 

Since 1971, some increase has occurred in the 
number of persons who receive their health care 
under a prepaid group-practice plan providing 
comprehensive physicians’ services either directly 
by their own salaried staffs of physicians or 
through groups of physicians with whom they 
contract, as the figures below indicate. The rate 

[In thousands] 

Type of plan 
Enrollment 

1971 1972 
-- 

Blue Cross-Blue Shield ____________________________ _ _______ 
Insurance companies. _____________________________ _ __-____ 
Independent plans 1_______________________________________ 

Community.-....-....---~----------------------------- 
Employer-employee-union ______________________________ 
Private group clinic ________ _ ____________________________ 

1 Enrollment for office, clinic, and health center vlslts used HISTORICAL DATA 

of growth of the independent HMO prototypes 
has taken an upturn, and there has been some im- 
pact by Blue Cross-Blue Shield plans. It is too 
early, however, to tell whether plans of the 
HMO type will mushroom and eventually bring 
prepaid group-practice plans into a competitive 
role in the health insurance industry. 

Although employer-employee-union prepaid 
group-practice plans are closed plans in the sense 
that they generally serve only employees or 
union members, like HAlO plans they do provide 
comprehensive care service on a predetermined 
periodic payment basis. They are self-insured, 
and they have a comparable economic interest in 
keeping the member healthy and well, thus mini- 
mizing the need for expensive hospitalization. 
Physicians are motivated to increase the 
efficiency of medical care and to avoid costly du- 
plication of services. Enrollment in these plans 
has dropped slightly ; some have turned to pri- 
vate carriers. 

Group-practice plans continue to be cited for 

their savings in cost through more efficient utili- 
zation of both hospital facilities and physicians’ 
services and for their provision of comprehensive 
and preventive care. As seen in the tabulation 
below, experience under the Federal Employees 
Health Benefits program shows that enrollees in 
group-practice plans use hospital care at less 
than half the rate of enrollees in the Blue 
Cross-Blue Shield plan for Federal employees 
and of those under the nationwide indemnity 
plan provided by the Aetna Life Insurance Com- 
pany. Enrollees under individual practice plans 
also have a low utilization rate for hospital care. 

Type of plan 
Hospital 

days 
8” 

r 1,cm 
covere persons 1 

Blue Cross-Blue Shield _________________________________ 
Indemnlty--..-.-....---------------------------------- 
Individual practice _____________________________________ 
Group prsctice.....---....----------------------------- 

1 The number of days reflect the number of days for which benefits are 
provided by high option plans They are not necessarily the total patient 
days 

Source Tables D-4, Government-wide and Employee Organlzatlon Plans 
--Summary of benefit experience, calendar year 1972, and D-5, Indlvldual 
and Group Practice Plans-Summary of benefit ex 
1972 U S Civil Service Commission, Bureau of 6 

rience, calendar year 
etlrement, Insurance 

and Occupational Health, Federal Employees HeaUh Bene12ts Program, 
$m& Report of Rnanctal and Stattstml Data /or Fwcal year endma June 

The data in tables 6 and 7 give, for all ages, 
the gross enrollment of health insurance organi- 
zations and estimates of the net number of per- 
sons and percentage of population with some 
coverage for hospital care and surgical services 
during 1940-72. Blue Cross-Blue Shield- enroll- 
ment for hospital and surgical care rose more 
rapidly in 1972 than in 1971. In previous years 
the rate of growth had been about 3 percent ex- 
cept for a drop in 1971 to a l-percent gain for 
hospital care and to 2 percent for surgical care. 
Insurance company enrollment for hospital care 
continued to rise at a faster rate in individual 
business than in group business during 1972. In- 
dependent plans continued a favorable growth 
pattern as more community plans added hospital 
care. 

In 1971, HIAA revised downward its estimates 
of net coverage for 1965-71 to reflect more cur- 
rent information with respect to the extent of 
duplicate coverage and other relevant factors. In 
1972, HIAA made a further revision of its net 
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TABLE 6.-Hos 
net number of $ 

ital benefits: Gross enrollment under private health insurance plans for persons of all ages and estimates of the 
Berent persons covered, by type of plan, 1940-72 

IIn thousands] 

T Gross enrollments 

or~osu~nr~ll- 

percent of net, 
estimated by- 

Net number of different rsons 
covered, as estlmeted y- ge 

- 
I I Blue Cross- 

Blue Shield Insurance companies - 
I 

- 
Household 

surveys 1 HIAA “Gd 
year 

1940..--. 
1946..--. 
1960..--. 
1965.-- 

MO---.. 
196L... 
19+32--.*. 
KG.-... 
lQ64.-.-. 
1965--... 
1966-.-.. 
1967----. 
1968----. 
1969.~v. 
1970.---. 
197L--.. 
1972.---. 

Em- 
PlOY- 

er- 
em- 

doyen 
UlliOlY 

Total 

Per- 
cent 
of ci- 

vilian 

fxi 

--_-__ 
______ 
---___ 
--____ 

___--- 
_____- 

70 0 
67.0 

___--- 
--_--- 
_----- 

2 i 
__---- 

75 9 

:t.: 

- 

-- 
_ _ 
_ _ 
_ _ 
_ _ 
- - 
- - , 
- _ 
- _ 
- _ 

- _ 

- 

Com- 
mu*- 

JtY 
“2” 
odety 

Per- 
cent 

Of ci- 
vilian 

i%K 

Blue Blue 
Cross Shielc 

- 

6,012 
18.881 
37,435 
47,719 

60 

2z 
1,205 

5.p; 

58: 133 
69,141 
60,478 
61,651 

%Ei 

~$% 
72: 942 
74.333 
76,322 

:% 
$485 
1,657 
1.951 
2,012 
2,230 
2,325 
2,552 
2,591 
2,522 
1,966 
2,-= 

Total 

3.700 
10,504 
39,601 
63,160 

85,405 
87,964 
92,074 
97,279 

LOO,363 
LO4,4i6 
103,211 
111,259 
115,768 
121,562 
126,192 
129,380 
133,677 

Total Total 

-- 

12,022 6,072 
32,135 18,961 
81.691 37,645 
18,629 48,924 

%t?- 
sur- III-AA 

veys 

;.g; ;,g 
?2:305 17:296 
39,029 24,131 

2,250 
2,670 
4,445 
6,545 

140 
420 

1,445 
2,920 

1,604 
1,851 
1,830 
1,954 
1,859 
1,964 
1,964 

2:: 
2:672 

Ez 
31370 

x3 
4: 703 
4,814 
4,785 
4,971 
4,618 
4,700 
4,749 
5,000 
6,200 
“6.44 

- _ - _ _ _ - 
145,454 
150,888 
_ _ - _ - _ - 
154,063 
157,186 
159.6% 

12,312 

%% 
05: 452 

30,007 
34,417 
39,176 
44,675 
48,333 
51,433 
55,864 
00,649 
67,209 
70,855 
75,382 
;y; 

64.1 

_ - _ _ _ - _ 97.6 
- - _ _ _ - _ 
- - - _ _ - _ :z : 
- - _ - _ - _ 112 5 

.---- --- 

._--- --_ ::t i 
122 2 114 0 
131 0 

,____-__ ::: s 
._----__ 115’6 
.-----__ 115.8 

127 8 115 7 
128 3 115 8 

- _ - - _ _ _ 
136 2 
136 3 
138 7 

r Number estimated by apply& percentages to total civihan populatlou 
Percentages projected to end of year and rounded for years 1962 and 1963 

f Estimate exceeds gross enrollment for early years because HIAA data 
Include estlmeted enrollment of college and universuy health services Estl- 
mates for years 1965 and later have been revised 

: Estimated by applying HIAA percentage Increase in net enrollment from 
1970 to 1971 to the NCIIS Bgures for 1970 

4 Esthnated by applymg HIAA percentage tncrease in net enrollment from 
1971 to 1972 to the 1971 estimate 

TABLE 7.Surgical benefits: Gross enrollment under rivate health insurance plans for persons of all agea and estimates of the 
net number of different persons covered, by type of p an, 1940-72 P 

[In thousands] - 
I Gross enrollments II 

Independent plans I Net number of different ersons 
covered, as estimated i y- Gross euroll- 

ment as 
percent of net, 
estimated by- 

I Blue Cross- 
Blue Shield 

Total Total 

- 

, 

-- 

-. 

- 

I Household 
surveys 1 I 

HIAA “iid 
year Total 

Total 

-- 

4,790 260 
12.092 2,335 
%,950 17,253 
11.819 37,395 

54,118 48,266 
LO,103 49,374 
14,441 50,876 
>1,240 52,371 
55,215 54,473 
jl,SlO 56,330 
j5.810 57,916 
72.050 60,433 
77,647 63,279 
37,005 66,595 
j3.803 69,110 
36,459 70,395 
11,702 72,433 

:*i 
35 8 
54.0 

65.2 
67 4 
68 4 
70 1 
71 0 
72 3 
73 6 
75 6 
77 6 
73 9 
80 1 
80 0 
80.2 

Com- 
mun- 

itY 

- 

200 

E 
2,130 

- 

-- 

2.230 
7,337 

g,g 

1,430 850 2,250 
5,537 1,800 2,420 

11,219 13,718 3,760 
39,725 18,769 6,930 

78,516 i5,504 23,012 
32,235 17,373 24,862 
85,278 i9.787 25,491 
80,261 i3.238 26,973 
92,445 i4,939 27,506 
96,796 17,657 29,239 
99,569 10,268 29,301 
03,037 f4.318 28,719 
05,616 r7.415 28,201 
10,460 11,363 29,097 
14,261 14,133 30,128 
15,204 34,394 30.810 
17,779 15,290 32.489 

;,;z 

p& 

s:297 
8,634 
3,325 
8,580 
3,752 
9,950 

10,532 
10,860 
11,490 

Blue Blue 
Cross Shielc 1 

?%- 
sur- HIAA 

veys ‘I’ 
-- 

: i 
- l( 

- 1: 

: :: 
_ I! 
_ 1: 
_ l( 
_ lf 
_ 1: 
- 1: 

- :: 

_ ii 

- 

-- 
.------ 260 

127 2,208 
1,151 16,102 
3,194 34,201 

-- 
1,430 110 
1,460 200 
1,950 600 
3,200 430 

4,020 346 
4,891 
4,695 iii 
4,806 346 
4,968 10 
6,063 
4,601 -2 
4,500 ___--__ 
4,476 _______ 
5,300 __-_--- 
5,500 __--__- 
5,630 _______ 
6,000 _______ 

-- 
_ _ _ _ - _ _ ._----__ Fiti .--- --__ 100 3 

._----__ 114 6 

E:::: 
1950.--. 
19.55---. 

FE::: 
1962...- 
lQ63.-.- 
1964---. 
1965---- 

K::: 
EL: 
1970-.-. 

:Ek--1 -_ 

460 

_-___---- -___---_ 5,350 
410 ___-_____ __---___ 12,890 
270 

I I 

_--____-_ __---_-_ 
170 _--______ __--__-_ 

I 

54,156 
88,856 

,----__- 114 3 
120.0 114 0 
119.8 

_ _ _ - - - - ::z 
.__- -.__ 114’6 
- _ _ - _ - - 116 0 
- _ _ - - - - 115.7 

121.1 120 0 ::t: 
_ _ - - - - - 117’9 

129 3 119 2 
128 5 11R 4 
131.6 121.3 

I 

f See footnote 1, table 6. 
* See footnote 2, table 6. 

8 See footnote table 6. 
4 See footnote 

3, 
4, table 6. 
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figures for 1971 to take into account revised esti- 
mates of nonreporting companies. Nevertheless, 
the difference of several points between the 
HIAA estimates and ORS estimates of the pro- 
portion of the net population with health insur- 
ance continues to stand out very clearly. 

The HIAA estimates did not take duplicate 
coverage into account until 1947. By 1960, the 
Association’s ratio of gross enrollment to net en- 
rollment had leveled off at about 114 percent, in- 
creasing gradually to about 122 percent in 1972. 
In various household surveys the ratio has been 
substantially larger in the past few years- 
128-139 percent for hospital benefits and 
120-132 percent for surgical care. The difference 
between HIAA estimates and the household sur- 
vey figures may result from a combination of 
HIAA overstatement of enrollments reported by 
health insurance organizations and underreport- 
ing in the household surveys. 

For persons under age 65 and for those aged 
65 and over, data on enrollments and estimates 
of the net population covered are presented sepa- 
rately in tables 8 and 9. The changing health in- 
surance picture since Medicare began in mid-1966 
makes the separate presentation for the two age 
groups significant. 

The net number of different persons covered 
are estimates of household interview surveys in 
1962, 1967, and 1970, and projections, based on 
HIAA reported percentages of net increases, for 
the years 1971 and 1972. For persons under age 
65, the increases for 1972 amounted to 1.2 per- 
cent for hospital care and 1.1 percent for surgi- 
cal care. The corresponding figures for aged per- 
sons were 6.1 percent and 0.5 percent, 
respectively. 

For the population under age 65, gross total 
enrollments for hospital and surgical care rose 50 
percent from 1960 to 1972. The 1972 increase in 

TABLE 8 -Hoe ital benefits: Gross enrollment under private health insurance plans and estimates of the net number of different 
persons covere a , by tlge and type of plan, 1960-72 

[In thousands] 

End of year 

1960 ___________ __ __ ____ ______. 
1961___________ __ _ _____ _____ _. 
1962 -~~~~-~-~-~-~-~~- _-_ -_ _ __. 
1963. ------------___-_-__----. 
1964 --------------__- _-_ -_ ___. 
1965 -----_-_---_-_-_-______ __. 
1966 ---_-_____-_________-----. 
1967.. --_________--________---. 
1968 __________________________ 
1969 _--______________________. 
1970 ------_-----_-____-_ -___-. 
1971--------------_-___ _ __ ___. 
1972 -------------____ _____ __-. 

1960 ----_--_ _________-____ ___. 
lsgl-----~~~~~-~~-~~~~~~ _____. 
1962 -_--- -_-__ _-_____ ___ __-__. 
1963 ___-____ ____--__--_ _-_ _-_. 
1964 -----___ ----____ ___ ______. 
1966 -__-____ __ ____ __- ___-_--_. 
1966 -_--_ __ _ ______-_ - __-__- --. 
1967. __-_ _ - _ _ _ _ _ _ _ _ _ _ - - _ _ _ _ _ -. 
1968 ------_-__-_______________ 
1969 ---_--__-__-___ ___-__ ____. 
1970 ----_-_ -_- _ ____ _______-__. 
1971----_-__--________________ 
1972. _________________________ 

Oross enrollments Net number of different 
%” 

rsons covered, Omss enrollment as 
as estimated y- percent of net, 

estimated by- 

Household surve 

Under age 66 

x2 
so: 675 
62,103 

xz 
es: 123 
69,794 
71,677 

~.~ 
74,123 
78,194 

i2E 
82:251 

27.487 ~. , ~.. g*g 
?%! 
33: 672 
35,729 
35.670 
36,461 
37.621 
39,696 

1 Data not available 
: Sea footnote 3, table 6 
’ See footnote 4, table 6 
4 Estimated on basis of percentage increase fn gross enrollment from the 

preceding year. 

_____-_-___ 

136,907 
I I 

-.-m-e ii-o- 

141,672 78’9 
-_--_--_-__ -_-__--____ 

143,611 78 6 
‘146,665 
‘148,285 I I ;i.: 

;;yg 
;p; 

l&j 219 
146: 607 
151.628 
157,128 
160,189 
164.210 
167.588 
169,665 

Aged 66 and over 

9,235 
9,822 

10,299 
11,306 

s204 
$36; 

1o:c%1 
lO,tu36 
11,172 
11.350 
12,047 

97.6 
103.4 
116.6 
106.9 

--_--_-_-__ 
112.4 
111.6 
112.5 

5 Estimated on bss!s of HIM percentage inweane in net enrollment from 
the preceding year. 

8 In the Current Medicare Eurvey of the Social Security Administration, 
67 6 percent of those enrolled for supplementary medic81 insurance were 
reported as having private hospital insuranca as of January 1,1973. 
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TABLE 9.-&r ‘cal benefits: Grow enrollment underprivate health insurance plans and estimates of the net number of diierent 
persona covere tp , by age and type of plan, 1960-72 

[In thousands] 

End of year 

1 Data not available 
’ Bee footnote 3, table 6 
1 8ee fOOtnOt 4, table 6. 
’ Sea lootnote 4, table 8. 

- 

oross enrollments 

I I Insurance companies 

Total 
Blue 

cross- 
Blue 

Shield Group 
pOllOieS ““,‘,91”- 

policies 

127,386 
132.209 

:i%t 
144:sn 
$2 

163:643 

:!%i 
183: 587 
185,865 
191,023 

y,;z 
“g:=& 
pg 
lx:307 
8,407 
9.059 

:iE 
10: 594 
10,679 

1 - 

I 

64,104 

E:E; 

;:E 

68: 574 

:x2 
79: 571 
82,201 

:%i 
2:700 
2.706 
2,790 
2,760 
1.822 
1,754 
1,901 
l.Wl 
1,781 

$2 

hospital coverage held to the fairly steady 
growth rate for this period-2-4 percent a year. 

The picture is different for persons aged 65 
and over. The number covered by private health 
insurance reached a peak (13 million) in 1965, 
then fell off with the advent of Medicare. Total 
gross enrollments for hospital care at the end of 
1966, however, were still 83 percent of the 1965 
total-an indication that the great majority of 
the aged with private health insurance retained 
their insurance, shifting to health insurance poli- 
cies or plans complementary to Medicare. After a 
further slight decline in 1967, enrollment has 
risen gradually to a total of 14 million in 1972. 
The percentage of the aged population with pri- 
vate insurance coverage also increased in those 
years but still remained below the coverage level 
reached in 1965. 

_ The steadily broadening scope of benefits 
under private health insurance is shown in table 

10, which gives data on net enrollment and the 
percentage of the population covered, by type of 
health care benefit. For all ages, coverage for 
X-ray and laboratory examinations, prescribed 
drugs, and private-duty nursing and visiting- 
nurse service has more than doubled since 1962. 
Net enrollment for physicians’ office and home 
visits went up 75 percent. Nursing-home care 
covered nine times as many persons, and dental 
care increased almost eighteen times. 

The expansion in the areas of physicians’ office 
and home visits, private-duty nursing, and, to 
some extent, X-ray and laboratory examinations 
and prescribed drugs comes largely through in- 
creased coverage under major medical plans of 
insurance companies and Blue Cross-Blue Shield 
extended-benefit plans. Independent self -insured 
plans, however, can claim a good portion of the 
expansion in coverage for dental care, although 
Blue Cross-Blue Shield and insurance company 
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I Net number of difTerent 
ge 

~SOIIS covered, Gross enrollment es 
ae estimated y- percent of net. 

estimated by- 

I Household surveys I HIAA I 

Under age 65 

II I 1 
6,844 _-________- _______-___ 
7,825 ___________ ___________ 

7.732 113,569 8,031 -----_-__-- __-___ “.“. 
7,741 ---_-_-_-_- -_--------- 
8.102 -_____---__ ___________ 
7.838 _________-_ ___--_--__- 
8,975 133.706 75 2 
8,279 139,961 77.6 

Aged 66 and over 

79.4 
81.1 

2 i 
83 Q 
84.2 

HIAA 

46 6 __ --- _----. 
48.4 __-----_-- 

(‘1 126 2 
65.6 __________, 

(‘Ia 2 : ::- --e-e-- _---, 

36.7 -___--_-__ 

ii-: :i : 
2 ; -‘-sios:e 

ii::” 
1ca:a 
108 8 

ii.‘0 
(lo1 2 

%9’5 
115:o 

:x 
;;g:; 

110 7 
111.1 

6 See footnote 5, table 8 
*In the Current Medware Eurvey of the Social Security Administration, 

46 7 percent of those enrolled for supplementary medical insurance were 
reported es having private surgical insurance a8 of January 1, 1973. 



plans have also accounted for substantial gains. cal insurance, almost 5 million more than in 
A very high proportion of dental care is known 1971. More than three-fourths of the expansion 
to have been union-negotiated. It is clear that all in major medical coverage was in Blue Cross- 
private health-insurance organizations are broad- Blue Shield supplementary major medical plans. 
ening the scope of their coverage. The rapid growth of this kind of coverage 

Table 11 reveals, for coverage of persons of all demonstrates the continuing demand for basic 
ages, the annual growth since 1955 in the number health care plans that adequately meet the costs 
of persons under major medical policies of insur- of personal health care needs. The fact that 
ante companies and under supplementary major group insurance policies far outnumber individ- 
medical and comprehensive extended-benefit con- ual policies is an indication that most major 
tracts of Blue Cross-Blue Shield plans. In 19’72, medical coverage is obtained through the work- 
110 million persons mere covered by major medi- place, most often by employee choice of a high- 

TABLE lo.--Estimates of the net number of different persons under private health insurance plans and percent of population 
covered, by age and specified type of care, 1962-72 

Physicians’ services 

End of year Hospital 

- 

- 

- 

- 

- - 

- 

- 

- 

- - 

- 

- 

- 

- 

- 

70 0 
(9 

“‘73 9 
75 9 

(I)75 9 

E 

l!j. 174 

lid 589 
143:514 
149,734 

{:I 

r:;64 b 

“)71’7 
72’3 
72 2 

65,671 
79,500 

3~ 
97: 703 

12 441 
145: 207 
149,444 

:: i 
48 0 
47.0 
49 2 

“‘70 2 

:2” : 

56,986 

E-% 
7s: 665 
85,311 

i$ 581 
95:825 
QQ,914 

1.006 
yo; 

4: 679 
5,821 

‘;2’ 210 
15:348 
17,904 

47,go7 

;:g 

7$280 

:EE 
111:374 

26 0 
27.6 

ifi ; 
39 9 

“‘49 7 
62 1 
537 

4$@ 
68:722 
76,080 
83,485 

$2 235 
104: 730 
108,959 

i%?i 
79:004 
81,771 
90,623 

l’ds’ 382 
110:21b 
115.804 

23.0 
31 2 

2 
45 5 

“kz 6 

iii 

Number (in thousands) 
1862 _---__- _ _ _ - - - __ _ _ _ _ - -- - - - _ 
1665 _---_- __ __ -_ _ _ _ - _ _ _ - - _ - _ _ - 
1w3 _---_ -_ _- _ - _ - _ _ - - __ -- _ - _ _ _ 
1967~.. -____-_--___--__--_-___ 
1868 _-----____--______---- -_-- 
1969 _---_____ _- ___ _-_--------_ 
1970-. ________________________ 
1971__________________________ 
1972 _--___________--___-______ 

Percent of civilian population 
1962 _____________ _--__ _- ____-_ 
1965 _--__-_----____--_-------- 
1966 _--_ ___-- _-_ __ _ -- _ - - - _ _ _ _ _ 
1967 _-___________________ _-__- 
1868 _--_ _____ _- _ _ _ _ _ _ __ _ _ _ - _ _ _ 
1869 ____ ____ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ 
1970 _______ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
1971________________ __________ 
1972 _______ _ __ _ _ _ __ __ _ _ _ _ _ _ __ _ 

65 0 
(9 

“‘72 2 
74 5 

“‘73 9 
73 8 
74 0 - 

1 - 

Under age 65 

Number (in thousands) 
1967 _---- _ ---_-------___-_---- 136,907 
miL.. __-___-__--____-__---- 141,572 
1969 _____--___-_---____------- 
1970.... ______________________ li? 611 
1971_____ _ ____________________ 146: 565 
1972. _________________________ 

Percent of civUmn population 
148,285 

1967 _-------_ __------__ --- --__ 
1968 _-___ - - _ _ _ _ _ _ _ - _ _ _ _ - _ _ _ - _ _ :8’ i 
lQ69... _______________________ (1) 
1970.. _____ __ _ __ _ _ __ _ __ _ _ _ __ __ 78 6 
lQ71_ -___-_ - _ __ _ _ _ -_ _ _ _ - _ _ _ - _ _ 
1972 _-___-_ - _ __ _ _ _ _ - _ _ _ - _ _ _ -- _ ;i : 

Number (in thousmds) 
1967 _--------__------__------- 
1968 _____ _ ____________________ 
1969 _--______----___-_--______ 
1970-w ________________________ 
1971_.________________________ 
1972 __________________________ 

Percent of civ&m population 
1967 __-_-__-____-_____________ 
1963 _-------__- _-_ __ _ __ _ _ _ _ - __ 
1969 _____ ______ __ _ __ _ __ _ __ _ _ _ _ 
1970 ___________ ___ __ _ _ _ _ _ _ _ _ __ 
1971 _________________________ 
1872 __________________________ 

42 6 
45 9 

(‘is 0 
49 5 
51.3 

4,5Q6 
6,719 

?i 079 
15: 155 
17,608 

ti$ 736 
103: 672 
107,355 

39 0 
42 8 

(%3 5 

!iE 

n&g; 

10505 

121,104 116,656 

u;:Q44 
18 229 
140: 141,679 685 

75 2 65 6 
77.5 67 5 

“‘76 9 (‘)7b 1 

:2 76 76 2 1 

141,694 

E 

“‘73 8 
74.4 
76 1 

73,357 
81,309 

2 017 
101:450 
105,618 

15,873 

l# 064 

16,921 

- 
106: 190 

‘27 371 
33:434 

111,416 39,987 

44 6 
489 i:: 

Y6 4 (‘I 15 4 
57.5 13.1 
69.9 21.6 

Aged 65 and over 

1:: 
(9 

131 
193 
286 

.4 

.5 
(‘1 

:t 
1.4 

“3’ 230 
3:313 
3,519 

1; : 

(‘I15 9 
15’9 
16 6 

2,223 
2,176 

“3’ 213 
p; 

::*: 

“‘15 8 
15 8 
16 3 

z; 
Y’rQ6 

pm& 

44 1 
46.7 

56 7 
47.0 
463 

6,905 3,554 
7,070 3,989 

%lO 
7:m 

‘;‘602 

8,155 ;h; , 

31.1 18 7 
36 6 206 

(I)41 1 (I)37 4 

37.7 38.5 “3: t 

2,780 
3,016 

‘2 956 
4:332 
4,346 

14 6 
15 6 

“&I 6 
20 8 
205 

2,470 
2,826 

‘:: 813 
4:025 
4,438 

13 0 
14 6 

% 8 
IQ:4 
21.2 

1 Datanot available 
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TABLE 11 -Number of persons covered under major medical policies of insurance companies and under supplementary major 
medical and comprehensive extended-benefits contracts of Blue Cross-Blue Shield plans, 1955-72 

IIn thousands] 

Insurance companies 

End of year 

I I I 

1965 ____- - - _ __ --- _ _- - -_ _---- -- _ _----- --_ _ _--__ _----- - _-_ - 
1960. _ _ _ _ - - _ _ _ - - - _ _ - - - _ _ _ _ _ - - - - _ _ _ - - - - - _ _ _ - - - - _ _ _ - - - - _ _ _ _ 
1961_________-___ __- - -___-----_-- ----_--_----_ _ _----_ ____ 
1962- ______________-_____------------------------------- 
1963 -__- _ - _ _ _ - _ - - _ _ - - - _ _ _ - - - - _ _ - - - -- - - _ - _ - - - - -_ _ -_ - -- - __ _ 
1864..---.-.-.--.-..------------------------------------- 
1965 -__--___- --____-- -____----_ __ ---- _____---____________ 
19% __-- ___-- -__ __-- --___- ----__- ---- ____-----_-----_--_- 
1967- _____-________--____------------------------------- 
1968 -_-- _-- _- - _ - - _ - - - - __ _ _ - - - _ _ __ - - - - - __ _ --- - -_ _ -_ - - - _ _ _ _ 
1969. _-_--___-__-__----______________________------------ 
1970. _.--___--_-__-----______________________------------ 
1971____________________--------------------------------- 
1972 ________________________________________------ _______ 

5,241 
27.448 
34,138 

fx: 
47: 001 
61,946 
56,742 
62,226 

T?E 
78:217 

4,759 
25,608 
31,517 

xri 
42: 579 

%i 
67:447 
61,738 
66,630 
y& 

73&a 

f Comparable data not available for earher years; before 1965, data shown 
are for Blue Crass plans only, begmning 1965 data jointly developed by 
Blue Cross Association and National Association of Blue Shield Plans on 
unduplicated number of persons covered 

option plan. Individual policies arc frequently 
purchased, however, by employees who do not 
have high-option plans available to them or by 
others whose basic coverage is inadequate. 

Enrollment in independent group-practice pre- 
payment plans for the period 1953-72 is shown 
in table 12. The average annual growth rate dur- 
ing the past 5 years has been substantially 
higher than in the previous 14 years for all types 
of medical care. Enrollment for hospital care has 
been increasing at an average annual growth rate 
of 9 percent since 1967, compared with a rate of 
4 percent from 1954 to 1967. Enrollment for 
physicians’ services has been rising 6-7 percent 
per year since 1967 ; the annual rate averaged 

TABLE 12.-Private health insurance enrollment under inde- 
pendent group-practice prepayment plans, by specified type 
of care, 1953-72 

IIn thousands] 

Year Erospital 
care 

1953 - __ _ --- - 1.802 
1956 _______- 2,428 
1969 _______- 2,526 
1961--____-- 
1964 -____ _-- FxE 
19w _ - _ _ __ _ 2:771 
1937..--- 3,060 
1968. __ _ - _ - - 3.043 
1869.. - - __ _ - _ 3,730 
1970 -__-__-_ 4,131 
1971._______ 4,415 
1972 ________ 4,679 

Phys&ns’ services 

I I 

2,410 
y7; 
a:484 

EL! 
4:130 
4,051 
4,750 
5.032 

2,507 

%Z 
4:210 
4,532 
4.880 
b, 123 

2.853 
3,395 
3,694 

1 Data not available. 

Although insurance companies received almost 
$11 billion in premium income and Blue Cross- 
Blue Shield plans received only about $1 billion 
less, the operating expense of insurance compa- 
nies was more than three times that of Blue 
Cross-Blue Shield plans-$2.3 billion or 21.4 per- 
cent of premium income, compared with 6.9 per- 
cent for Blue Cross-Blue Shield plans. The rate 
for the latter was accounted for mostly by the 

BULLETIN, MARCH 1974 31 

Dental 
care Drugs 

452 
248 [:I 
318 (1) 

:ii 518 889 

r:gl* $1 
1,382 

Ei 1,720 
2.121 

Ez 2,321 
2,543 

1 Blue Cross-Blue Shield plans ’ -- l Supple- 
mentary zx- 

llU3]0r extended 
medlcal benefit 

ndividual 
policies Total 

482 _ - _ - _ _ - - _ - _ 
1.840 
2.621 yg , 

E; 
4:422 
4,677 
4,740 
4,779 16.279 
6.123 17,807 

E%; 
6:772 

20,328 24,905 

6,028 i%E , 

23 
3:247 

23,429 3.361 
26,879 3,203 

* Data not available 
* Data for Blue Cross plans plus an estimated 1,600,OOO in Blue Shield plans 

not affiliated with Blue Cross. 

only 3-4 percent during the previous 14 years. 
For drugs, coverage rose on an average of 17 
percent a year since 1969. Thus, the group-prac- 
ticc prepayment plans have been offering a con- 
stantly wider array of health care services. 

FINANCIAL EXPERIENCE 

In 1972, the private health insurance industry 
collected $22.3 billion in premiums and subscrip- 
tion charges from their policyholders and sub- 
scribers. A little more than 87 percent of the 
total ($19.5 billion) was returned in claims and 
benefits (table 13). Operating expenses amounted 
to $3.1 billion, or 14 percent of premium income. 
The net underwriting loss was a little more than 
1 percent of premium income, a loss made up for 
the most part in income from investment of re- 
serves. Because total income figures for the com- 
mercial carriers are not available, the net income 
for all private health insurance organizations 
cannot be determined. 



TABLE 13.-Financial experience of private health insurance organizations, 1972 

Type of plan Total 
hlcome 

Tots1 ____________________) 

Blue Cross-Blue Shield ________ 
Blue Cross ___________________ 
Blue Shield __________________ 

Insumnce companies __-____-__- 
oroup poll&s ._____-___---_- 
Individual polwles ___________ 

Independent plans-. __________ 
Community ----__---___----- 
Employer-employee-union--- 
Private group clinic _________- 
Dental service corporation... 

1 Data not available. 

[Amounts in milllone] 

Claims expense I Operating expense I Net underwriting gain I Net income 

Amount 

- 

-- 

-- 

- 

Percent of 
PgFol;T Amount 

-- 
37.3 $3,134 9 

___- 
ii*: 669 0 

87:2 E : 
336 2,333 6 
E 1,113 4 

1,220.l 
ix 

93:Q 

112 400 4 

MO 

it; 1: : 

low 5.2-percent operating expense ratio of the 
Blue Cross plans. The relatively high rate for in- 
surance companies reflected mainly the operating 
expense ratio of 47 percent for individual busi- 
ness. 

As noted earlier, insurance companies have rel- 
atively high acquisition costs and selling 
expenses and must pay Federal and State taxes 
not required of the Blue Cross-Blue Shield 
plans. Insurance companies also write more than 
twice as much major medical insurance as do the 
Blue Cross-Blue Shield plans, and 41 percent of 
their total benefits paid are for surgical-medical 
claims, compared with 30 percent for Blue 
Cross-Blue Shield plans. It is generally recog- 
nized that the operating expense ratio on surgi- 
cal-medical coverage is higher than the ratio on’ 
hospital coverage mainly because of the lower 
premium, the larger number of claims per enrol- 
lee, the smaller amount per claim, and the 
greater complexity of administering and paying 

plans rose from $137 million in 1971 to almost 
$400 million or 4 percent of premium income in 
1972 as a result of their income from investments 
and their underwriting gain of $243 million. In- 
surance company group business showed. a net 
underwriting loss of 6.7 percent; individual busi- 
ness a net underwriting gain of 0.4 percent. Nei- 
ther of these figures takes into account invest- 
ment income, for which data are not available. 

Subscription and premium income rose 14 
percent in 1972 ; claims rose only 10 percent. Op- 
erating expenses remained stable. As a result, the 
health insurance industry was able to reduce its 
net underwriting loss from $792 million in 1971 
to $300 million (1.3 percent of premium income) 
in 1972. 

’ : 
surgical-medical claims in comparison with han- 

, dling hospital claims. Major medical insurance is 
regarded as the most costly type of coverage to 
administer. 

Blue Cross-Blue Shield plans had a 13-percent 
increase in income in 1972 but paid out only 10 
percent more in benefits. And since their pperat- 
ing expense ratio remained stable, their net un- 
derwriting gain jumped from less than $3 mil- 
lion in 1971 to $243 million in 1972. 

Insurance company group business and self-in- 
sured employer-employee-union plans had the 
highest claims ratios ; they returned 93 percent 
of premium income and 94 percent of subscrip- 
tion income, respectively, in benefits. The rate of 
return on Blue Cross plans was close to that-92 
percent. Individual insurance company policies 
paid only 53 cents in benefits for every premium 
dollar. 

The net income of Blue Cross-Blue Shield 

Insurance company premium income rose 14 
percent in 1972, considerably more than claims 
(9 percent). This fact, together with only a nom- 
inal increase in their operating expense ratio, en- 
abled the companies to reduce their net under- 
writing loss from $775 million in 1971 to $548 
million in 1972. Individual business showed a 
lo-percent rise in premium income but paid out 
in benefits only 7 percent more than in 1971; its 
operating expense ratio remained the same. Indi- 
vidual business thus had a net underwriting 
gain in 1972 of $10 million, compared with a net 
underwriting loss of $20 million in 1971. 
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Independent plans received 18 percent more in 
subscription income in 1972 than in 1971; bene- 
fits rose 16 percent. Their operating expense 
ratio remained the same. They, too, shifted to a 
net underwriting gain-$5 million in 1972, com- 
pared with a net underwriting loss of $20 million 
in 1971. 

their share of subscription income. Distribution 
of benefit outlays changed nominally. The shares 
of the commercial carriers and of Blue Cross- 
Blue Shield plans were reduced by less than 1 
percent; the independent plans picked up the 
difference. 

Since 1948, insurance companies have consist- 
ently received the largest share of all premium 
and subscription income. Beginning in 1955, 
their share of claims expense ran higher than 
that of Blue Cross-Blue Shield plans. Group 
business has accounted for much of the increase 
in benefit expenditures. From 1961 to 1967, for 
esample, the group business share was about 
four times the share of individual business; since 
1967 it has been running about 5 to 1. 

Total Premium and Subscription Income 
and Benefits 

Of the total premium and subscription income 
of the industry, insurance companies received 49 
percent, Blue Cross-Blue Sh.ield plans received 
44 percent and independent plans 7 percent 
(table 14). The distribution of business among 
the organizations remained almost the same as in 
1971. The commercial carriers’ share of claims 
expense continued to be somewhat smaller than 
their share of premium income. For independent 
plans and Blue Cross-Blue Shield plans, how- 
ever, the share of benefit expense was larger than 

Benefit Expenditures and Types df Care 

Sixty-three percent of benefits paid by private 
health organizations were for hospital care and 
31 percent were for physicians’ services (table 

TABLE 14.-Percentage distribution of subscription or premium income and claims expense, by type of private health insurance 
organization, 1948-72 

Subscription or premium Incoma 

[ - - 

I 

42.3 

it*: 
42'5 

:2” f 
4212 
42.1 
41.7 
41.0 

E 
42 0 
:i i 
444 

- 

- - 

I 

Clsims expense 

50 8 
49 5 
:Ki 
45'4 
46.6 

:::i 
2: 
42:s 
42.7 

2: 
40:2 
46.1 

Iii:: 
ii t 
32.8 
32 6 
:“3 ; 
32.7 
31.6 
31.0 
31.1 
32 7 
31.9 
33.4 
33.3 

E:! 
El 
47:a 
47.5 
47.7 
49.0 
48.9 

$:I 

1”o.i 
:z 
12 6 

g:i 

12:1 
12 0 
11.7 

E 
13 0 
12 8 
12.8 

1 Medical society date not included. 2 Data not available ~LessthanOO5percant. 
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15). Only 6 percent of total expenses went for 
other types of care. The consumer had little fin- 
ancial protection from his health insurance plan 
for dental care, drugs, nursing services, and 
other types of out-of-hospital care. 

The comprehensive services offered by the in- 
dependent plans are demonstrated by the alloca- 
tion of 18 percent of their expenditures for den- 
tal care, prescribed drugs, vision care, nursing 
services, and other types of care. Blue Cross-Blue 
Shield plans laid out 70 percent of their expendi- 
tures for hospital care, compared with 39 percent 
by independent plans and 59 percent by commer- 
cial insurers. Only 28 percent of the Blue Cross- 
Blue Shield benefit expense was for physicians’ 
services; the proportion was 33 percent for in- 
surance companies and 43 percent for independ- 
ent plans. 

Trends 

Data are presented in table 16 on the premium 
income and benefit expenditures of private health 
insurance organizations from 1948 to 1972. Pre- 
mium income for all plans rose 14 percent in 
1972 as it did in 1971; in the previous 5 years it 

had increased at an average annual rate of 11 
percent. After increasing by only 10 percent in 
1971 (the slowest rate of increase among the 
health insurers), the premium income of insur- 
ance companies showed a rapid rise of 14 percent 
in 1972. Independent plans continued to increase 
the fastest-18 percent above the 1971 figure. Ex- 
cept for the initial period of Medicare, all plans 
have shown rapid annual rates of growth. 

Benefit expenditures for all plans slowed for 
the second year. Claims expenditures increased 
by 20 percent from 1969 to 1970, contrasted with 
12 percent from 1970 to 1971 and JO percent 
from 1971 to 1972. 

The decline can be attributed chiefly to the in- 
surance companies, which dropped from a 21- 
percent advance in 1970 to a rise of only 9 per- 
cent in 1971 and in 1972, and ‘to the Blue 
Cross-Blue Shield plans, which dropped from a 
20-percent, growth rate in benefits in 1970 to a 
Is-percent rise in 1971 and a lo-percent rise in 
1972. The independent plans were more stable; 
they paid 20 percent more in benefits in 1970 
than in the previous year and showed a 16-per- 
cent rise in 1972, as they had in 1971. 

The economic stabilization program was also a 
factor in the slower rate of growth. During 

TABLE E-Benefit expenditures of private health insurance organizations, by specified type of care, 1972 

Type of plan Total Hospital Physicians’ Dental Prescribed 
care services care drugs (out- - %%Y- Yfif- 1 %%iT- 1 “gp 1 ,;g:, 

of-hospital) nursin3 

Amount (in millions) 

Total ____________________ $19.492 2 I u2.222.1 I $6.082 1 I . $389.4 I $440.5 I $179 4 I $7 0 I $11.4 I $4.6 I $156.7 
A 

Blue Cross-Blue Shield ________ 6,274 6 Blue Cross. __________________ %%? 

Blue Shield __________________ 2:489 
ii 
6 

w;.; “g3 i 

Insurance companies-. --____-__ 0 5.403 5 ;,“o;;‘; 

Group policies.. _____________ 

9,120 

Individual policies ___________ 
7,754 0 4,471 1 2: 640:3 
1.366 0 932.4 369 8 

C;ommunfty _________________ 
Employer-employee-union--- 
P 

67U U 
6550 

u 
rivate group clinic __________ 

I 
15 3 

lental service corporation... 130.0 -___-___ “.I 

--__-_------ 
169 1 
19 4 
18 2 

13z 

- 
117.7 
62.2 

;;‘F 

5: h 
13 0 
46 0 

.----------- 

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

Percentage distribution 
I 

7 1 31 2 ) 2.0 ) 2 3 1 0.9 1 (1) 1 0.1 1 (2) ) 0.8 Total-. __________________ 

Blue Cross-Blue Shield ________ 
Blue Cross. __________________ 
Blue Shield __________________ 

Insurance oprqpanies ___________ 

100 0 62 ’ 

:: : 69 8 27.5 I .l I 1.3 I .l I .l I .l I (9 I .9 
loo 0 “: ii E 
!oO.O 692 2 _ 

Dental s&vi& corporation-.- 1 

1 Included in “other types of care.” 
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*Less than 0.05 pcrccnt. 
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TABLE 16 -Subscription or premium income and benefit expenditures of private health insurance organizations, 1948-72 
[In millions] 

Year Total 

Blue Cross-Blue Shield plans Insurance companies 

Total 

I I 

Blue Cross Blue Shield Total 

I I 

OtOUp Individual 
Indy&ent 

pohcies policies 

- 

- 

- 

- 

- 

- 

- 

- 

- 
1948 ----___--_------_ _ ______-_---____-_-- $862 0 
1950 ------_-_-__-_-- _ _-___-----__________ 1,291.5 
lQ~-.-..-........-.--------------------- 3,149 6 
1960~. --__________-______________________ 
196L. --__-__-_- _ --__----_-_-_____ _ _____ % z 
1862 -----__-__-------_______ _ ___- _ _______ 
1963.-. ___________-_____________ _ ________ 

7:411 1 
8,053 6 

1964 .---_---_--- -----___ ___ _- _ _- _ __ _ __ _ _ _ 
1965 -------_-__---- --_____---- -- _ _ _ _ __ _ __ 

8,963 6 

lQ@L. -_________________________________ 
10,091 3 

1967 ----_-_-_-_-_-_-____------ --_ ___ __ _ __ 
10,664.l 

1968.-. _------------ * --_---------________ 
11.105 3 
12.898 7 

1969 ---______--_----___________ __________ 
1970.. ____ _ __ ___ ___ ______________________ 

14,657.7 

1971----_ -_ _-- -- ___ ______ ______________ __ 
17,134 8 

1972 ---__---_ -_-----_____________________ 
19.659 1 
22,326 8 

$365 0 
574.0 

1.292 4 
2,482 0 
2,805 1 

x: : 
3:7a5 1 
4,169 0 
4,327 8 
4,555 3 
6,187.l 
6,155 6 
7,370 9 

:: i?#i : 

w; *; 
910’7 

1.773 0 
2,004 4 
2,212 a 
2,438 7 
2,697.6 
2.903.7 

Ei i 
3:665 0 
4,365 2 
5,147 1 
6,239 6 
7.0669 

1948 ---- _ ________________________________ 
1950 ----_ _ -_--_____-____________________ _ $E i 
1955 ----_ -- _ _ -_ _ _ _ _ -___ __ _ __ _ __ -__ _ _ _ _ _ _ _ 
1960.-. -__-__-_-________ _ ________________ 

yg ; 

1961___________________________________ __ 
1862.-.-_-----..-...------------~-------- 

5:965 4 

1963.-. - - - - - - _ - - - - - - - - _ _ _ _ _ _ _ -. _ _ _ _ _ _ _ _ _ - i%i : 
1964. - --- - - - - - - - - - - - - _ _ _ _ _ - - _ - - - _ _ _ _ _ _ _ - - 
1965.-...----.--.------------------------ 

7:832 1 

1966. --__________________________________ 
8,728 9 

1967.-..-.-.:-..-.----------------------- 
9,141 8 

1968. --_ _ _ _ - _ - - - - - - - _ _ __ - - -_ - -- - - _ _ _ _ _ _ _ _ 
9,544 8 

lQ+39 ---__- _ __ -_--_--_______-----__ _ __ _ __ _ 
11,343 6 

1970-. -__________________________________ 
13,068 5 

1971---~-~---~-~~~~~_________ _ ---____- ___ 
15,743 5 

1972 ----_-_-___-___-______________ _ _____- 
17,713 1 
19,492.2 

Fi : 
1,146 7 
2,287 1 
2,685 4 
2,893 6 

2;:: : 
pm;'; 

410828 
4,840 6 
5,9C3 1 

%bi : 
8:QQO 9 

- 

- 

- 

7: 

% ii 
832 2 

1,646 2 
1,867 1 
2,0645 
2,317 3 
2,592 8 
2,853 4 
;.;g ; 

3:529 2 
4,271 4 
5,009 3 
6,906 9 
6,501 3 

L- Benefit expenditures continued to grow more Phase II-November 1971 to January 19 
medical care prices rose at an annual rate only 
half that reported during the pre-freeze period.4 

- 

- 

- 

- 

1,022 5 

EE t 

;2: i 
3:297 0 
3,665 0 
3,987 0 
4,270 0 
5,159 0 
5,685 0 
6,774 0 
7,231o 
8,309 0 

%!: i 
858'0 

1,901.o 
2,170 0 
2.453 0 
2,671 0 
3,024 0 

in ::: i 
3:QQS 0 
4,841 0 
5,349 0 
6,510.O 
7.067.0 
7,754 0 

- 

- 

- 

- 

$3” 
% : 
8007 
905 8 
960 7 

1.0875 
1.175 3 
1.241 9 
1,325 3 
1,522 1 
1,790.4 
2,223 8 
2,550 6 
2,856.4 

W;.; 
1,626 9 
3,027-O 
3,427 0 
3,810 0 
4,136 0 
4,652.0 
5,224 0 
5,595 0 
5,858 0 

x% 0" 
8:746 0 
9,601 0 

10,905 0 

923 0 
pg.; 

1:2230 

E : 
230'3 
331.9 
441.2 
482.5 
618 2 
646 6 
608.3 
641.3 
6920 
778 6 
933 1 

:%G : 
1:49!3 6 

Benefit expenditures 

, 

E-t 
321 0 
488 0 
536 0 
559.0 
661.0 
739 0 
852 0 
074 0 
839 0 
950 0 
957 0 

1,146 0 
1,274 0 
1.366.0 

slowly than premium income. In 1970, benefits 
had risen 20 percent, premium income 17 percent. 
In 1971 and 1972 the trend was reversed, with 

4 Loucele A. Horowitz, “Medical Care Price Changes 
under the Economic Stabilization Program,” Social &XU- 
rzty Bulletin, June 1973. 

premium income rising 14 percent for each year 
and benefits rising only 13 percent in 1971 and 
10 percent in 1972. 

TABLE 17.-Financial experience of Blue Cross plans, 1950-72 I 
[Amounts in thousands] - 

I 
- - 

i 
I 

As percent of subscriptlon income 
Net 

ncome as 
wrcent of 

total 
Income 

Earned Total 
subscrip- earned 

tion income 

w;i* w: 

1.802:789 
2.035.740 
2,257,523 
2,497,377 
2.766,829 
3,074.651 
3,168,187 
3,327,677 
y;;,;; 

5:467:512 
6,477,615 
7,386,914 

Total 
net 

imwme 

$17,371 
30,283 
57,017 
63,531 
47,235 

wl 
52'805 

1013322 
153,266 
-7,008 

-89,302 
-55,613 

85,168 
320.266 

Claims 
expense 

$383,331 
836,546 

1.654.951 
1,872,939 
2,103,084 
2,343.231 
;,“sp; 

2:912:733 
2,996,779 
y;;.;m: 

5:220:662 
6,053,537 
6,681,619 

Operating 
expense 

$36,281 
58,368 
90,821 
90,269 

K% 
124: 969 
134,559 
154,132 
177,632 
211.698 
256,227 
302,463 

Year Reserves Under- 
writing 

gain 

;: 
2.1 

‘i 
.4 

-.7 
.3 

z 
-19 

Claims 
expense 

$116,531 
254,407 
363,253 
410,658 
454,626 

IK:2" 
561: 906 
649,633 
797,575 

ix;4" 
651: 655 
747.230 

1,053,42x7 

1950-.-..-.-_..-.--------------- 
1955.........---..-.------------ 
1960 _____________ _-_____________ 
1961--__ _ --_____---______---_--- 
1962 --_____ _ ___-_-______--_--___ 
1963 .-.____ _ _ _ _- -- _ __ _ __ _ _ _ _ _ - - _ 
1964’....-....-.....-...------- 
1965 * -____--------.____________ 
1966 --._--___-__--- _ _----____-_- 
lQ67--. -_---___-----______-_____ 
196L. _____ _ -- _ _ _ - - - _ _ _ _ _ - _ - - _ _ - 
lQ+Q-. -_-______-----_-___------- 
1970-. -______________________ __- 
1971_______ _____________________ 
1972 --__________----____________ 

w;, ;;g 
1,763:172 
2,011,M2 
2,230,747 
2.467.195 
2.731.380 
3,031.470 
3,121.111 
3,270,022 
3,711,798 
4,419,2Q6 
5,385.835 
6,390,127 
7,280,243 

1 Data in all years exclude Health Services, Inc , and are not adjusted for f Includes Puerto Rico 
duplication between Blue Cross and Blue Shield 3 Less than - 0 05 percent 
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TABLE 18.-Financial experience of Blue Shield plane, 1950-72 1 
[Amounts In thousands] 

YCfiI Reserves 
Total 

earned 
IllCOUX 

Claims 
erpmse 

347: 266 
1.227,657 

19651.......--.-............... 1,338,907 :%%:;z 
l!U36 _--- _ -__--_-______--_____--- ;g,32 1,413,185 
1967--. -_-___ _ _____----________ 

- 

-- 

- 

1964 s __________________________ 

628: 202 
2.369,600 2,165,572 

1971_--_- _ ______________________ 2.868,368 2,530,826 
1972 ________ _ __ ___ _ __ ___________ 691,445 3.342,589 2,864,633 

1 Data lx a11 years exclude Medical Indemnity of America and are not 
adjusted for duplication between Blue Cross and Blue Shield. 

As percent of subscriptlon lncoine 
Net 

name as 
lercent of 

total 
income 

Tn”,“t” 
income 

The financial experience of Blue Cross and 
Blue Shield plans is shown in tables 17 and 18. 
The data, based on reports of the 74 Blue Cross 
and 70 Blue Shield plans, exclude data for the 
insurance companies owned by the associations. 
The data are based on the financial experience of 
the individual Blue Cross and Blue Shield plans 
and are not adjusted to eliminate the duplication 
with respect to the six joint plans that are both 
Blue Cross and Blue Shield and report identical 
data to the two national organizations. 

A stabilized operating expense ratio coupled 
with a lower claims expense ratio (92 percent, 
compared with 95 percent in 1971) brought the 
net income of Blue Cross plans up to $320 mil- 
lion from $85 million in 1971. Reserves were also 
increased substantially (41 percent)-from $747 
million to $1.05 billion. 

Blue Shield plans also paid a lower return in 
benefits than in the previous year. The operating 
expense ratio remained about the same as in 
1971. Subscription income rose 17 percent. Thus, 
the Blue Shield plans shifted from an under- 
writing loss to an underwriting gain. Their net 
income, including investment income, tripled 
from the previous year. 

Table 19 depicts the distribution of benefit ex- 
penditures for hospital care, physicians’ services, 
and other types of health care by private health 
insurers. A gradually increasing share of ex- 
penditures going to nonhospital, nonphysicians’ 
services suggests a broadening and deepening 
coverage of health insurance plans over the 
years. Thus, in 1972 other types of care received 

. 
36 

3perating 
expense Under- 

writing 
gain 

Claims 
expense 

f%i 
761245 
82,741 
&Lg 

loS:691 
;;I$ ;Q 

148: 750 
180,154 
222,514 
264,726 
295 ( 282 
346,861 

‘xi 
r:aO8 

13,658 
25,421 
24.936 
23,153 
g,;g 

1a8:909 
86,643 

-2,438 
-50,698 

42,260 
131,095 

3 Includes Jamaica 
2 Includes Puerto Rlw but excludes Jamaica 

a little more than 7 percent of outlays, compared 
with less than 6 percent in 1971, and under 3 
percent in the earlier years. 

The data also reveal how dollar expenditures 
have fluctuated during the 1950-72 period. In 
1966 and 1967, private health insurance benefits 
slowed their rate of growth substantially with 
the advent of Medicare. By 1968, insurance poli- 

TABLE lg.-Benefit expenditures of all private health in- 
mrance organizations, by specified type of care, 1950-72 

Amount (in millions) 

$680 
1,679 
3.304 

:% 
4:642 
;*;w& 

2% 
7:329 
8,356 

10,008 
11,279 
12,022 

1960..-.-.-.... 
1955.. -_--_----_. 
1960. _ _-- --- -- - _. 
1961. _ _ __ _- ___ __. 
1962. _ _ _ _ __ ___ __. 
1963.--S-....S.. 
1964. - _ _ ____ _ __ _. 
1965.....--..-. 
1966. _ -______--_. 
1967........-.... 
1068. __ _-----_--. 
1969. ___________. 
1970. _ __________. 
1971...-..-.-... 
1972...-..-....-. 

Percentage dlstrlbutlon 

:i : 
100.0 
100 0 

:Ei : 
l&l 0 
100.0 

:z : 
lck0 
loo 0 
loo 0 
llw 0 
109.0 

1955. _ __-_ _ _____ _ 
1860. _ _____ ______ 
196L __--------- 
1962- _ __.________ 
1963. _ -_-_-______ 
1964.-.-.-.-.- 
1965. - -_--_-_-_-_ 
g66;-: ------_-_ 

-_ -----_--- 
1968........-.... 
1969---------- 
1970.........-.. 
1971.-........... 
1972.-...-..-.. 

* Included in physicians’ services. 
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ties supplementing Medicare benefits were be- 
coming widespread. In addition, insurance bene- 
fits took a sharp upturn as they sought to adjust 
to the inflationary trend in hospital and medical 
care costs. Economic controls in the latter half 
of 1971 slowed the rapid escalation and brought 
the rate down to J.3 percent in 1971, and to 10 
percent in 1972. 

Operating Expense 

As the data below indicate, operating expense 
as a percent of premium income for all health 
insurance organizations moved upward slightly 
in 1972. Blue Cross plans, which have generally 

Operating expense as percent of premhml income 

Year 
Total 

Blue Crow 
Blue Shield 1 

Blue 
shield 

- 

E 
22 8 

izi 
21.5 
21.4 
21.5 
21.3 
20.4 
21.2 
21.4 
- 

Indepc&ent 

- 
1 

r 
.- 
,- t 

r 

II 
-- 

- 

f Blue Cross-Blue Shield data are adJusted for dupllcatlon, except where 
noted. 

* Data for operating costs separate from net underwriting gain or loas are 
not available. 

1 Only data reported to national Blue Cross and Blue Shield organizations 
are available; these do not take into account duplication of data reported 
by joint plans. 

had the lowest operating expense ratio, continued 
to have a ratio that was 5.2 percent of premium 
income. 

The trend in operating expenses of private 
health insurance organizations expressed in terms 
of per enrollee cost should also be examined. It 
will be seen from the tabulation that follows that 
insurance companies have consistently had the 
highest administrative cost per enrollee: the 
group rate was more than three times the Blue 
Cross rate in 1961 and more than two and one- 
half times the Blue Cross rate in 1972. The dol- 
lar cost per Blue Cross enrollee rose $3.29 during 

I Operating expense per enrollee 

Year 
Insurance 
compames 

Blue Blue Inde- 
Cross 1 Shield 1 

Group Indi- 
vpn;;;t 

vidual 
----- 

lee1 ___________________ 1962. __-----__-__---__- y.2 1 69 6 95 s;g.:g 2 f $1 79 $5 67 

1963 -----__-___-_----__ 1964 ____-______________ 1 95 2 01 :2 16’20 ix 2 07 2 12 17 13 

1965. ___-______________ 19% ~-~~~~~-~-~~~~~~~~- 2 18 iz 6 77 :i 8 :4 2 43 
1967 ___________________ 
1663. ____-_____________ 

ii? 2 61 ;:ii 18 31 465 

196% ____-_____________ 
3 01 “B “3 20 87 6.31 

1970 _--- -- ______-----__ 
1971. ___--_______--____ 

:z ;:i 10’46 it :: 87.:: 
10 32 23 99 

1972 __________ __ _______ i% 5’07 13 05 24 45 i: 

PeryQnEg change, 

Total _______________ 186 9 133 2 130 2 
Average annual.-..- 10 0 99 7.9 “: i ‘% 

1 Duplication due to the fact that some plans are Joint Blue Cross rind 
Blue Shield plans and report the same data to both national organizations 
has not been eliminated 

Source Derived from the data on gross enrollment and financial experience 
in the annual articles on private health insurance, Social SecurUy Bulldin, 
February issues. 

the period 1961-72 ; insurance company cost for 
group business went up $7.38. 

In relative terms, however, the increases for 
the period were 187 percent for Blue Cross and 
only 130 percent for insurance company group 
business. The average annual increase during the 
period was 10 percent for Blue Cross and 8 per- 
cent for insurance company group business. Such 
factors as intensity of claims review, an increase 
in the number of claims, the number and types 
of plans offered, the demographic characteristics 
of the enrollees, and the efficiency of the carrier’s 
administrative procedures all have a bearing on 
the rise in dollar costs per enrollee. 

Net Cost of Private Health Insurance 

In 1972 the net cost of private health insur- 
ance to the American public was $2.8 billion, up 
from $1.9 billion in the preceding year. This 
amount is the difference between earned premium 
or subscription income and benefit expenditures 
(claims expense) and is made up of operating 
expense and net underwriting gain or loss. It 
represents the retentions by the carriers to cover 
operating expenses, profits, and such additions to 
reserves not accounted for by deductions from 
premium income or inclusion in claims expense. 
The net underwriting gain is used for additions 
to reserves and profits. In years when there is a 
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TABLE 20.-Retentions 1 of private health insurance orgapizations aa a percent of subscription or premium income, 1948-72 * 

I I Blue Cross-Blue Shield I Independent plans * 
Dental 
service 
oorpo- 
ration 

Private 

%x 
Year 

Total 1 Blue Blue 
cross Shield 

ndividuel 
policies 

Zmployer- 
employee- 

union 
Total 

45 8 
33 9 
27.5 

21 1 
21 0 
20 9 
19 4 
19 1 
13.4 
18 1 
17.4 

:: : 
12 5 
13.1 
16 4 

z 
17.6 

1: ! 
11.0 
10 3 

g”g’ 
12 0 
15 5 
13 8 
8.9 

1Z 
12 8 

61.7 
47.4 
46 9 

47.1 
41 1 
49 3 
46 0 
45 5 
45 3 
45 6 
47.2 
46.4 
49 2 
41.9 
46.2 
47.4 

Fi 
8 

10.7 
11 8 
13 3 

1E 
18 0 
19 1 
21.5 

1948 ______________ ;.i 15 6 
1950 ______________ 3 14.5 
1955 ______________ 19.5 11 3 

1960. _ _ _ _ _ _ - _ _ - _ _ _ 
1961. - _- _ _-- __ _-__ 
1962. --------_---- 
1963 ---------_---_ 
1964 _-__-_________ 
1965. ____-_ ___ _-_ _ 
1966 __________ ____ 
1967.--..-...... 
1968 __________ ____ 
1969.. _ __ _ _ _ _ __ __ _ 
1970.. _ __ _ __ __ _ __ _ 
1971____ _____ _ ____ 
1972. _____________ 

14 5 
14.7 

14 4 $:i . 
133 12 8 ii 
12 7 61 

13 5 14.0 1: : 
12.1 
10 8 2 

it :i 
12.7 94 

1 Amounts retained by the organizations for operating expenses, addltlon 2 Derived from table 16 
to reserves, and profits 8 Data by type of plan before 1965 not available. 

net underwriting loss, part of the retention is a 
deficit that is met from previously accumulated 
reserves or by borrowing. Thus, in 1972 reten- 
tions ($2.8 billion)-made up of $3.1 billion in 
operating expenses and $300 million in net un- 
derwriting loss-amounted to 12.7 percent of 
premium income (table 20). 

Retentions for Blue Cross-Blue Shield plans 
were $932 million, over 50 percent higher than 
the amount a year ago. Blue Cross plans were re- 
sponsible for most of the increase; Blue Shield 
increased its retentions by only $65 million. 
About $1.8 billion was retained by insurance com- 
panies, compared with $1.3 billion in 1971; group 
insurance retentions tripled. Independent plans 
increased their retentions to $117.2 million from 
$74.5 million in 1971. Historically, retentions 
have been greater for insurance carriers than for 
the Blue Cross-Blue Shield plans because of the 
role played by individual policies. 

include the net cost of obtaining health insurance 
protection-the difference between health insur- 
ance premiums or subscription costs and benefits 
-since prepayment expense is regarded as a non- 
personal health care expenditure. 

The proportion of expenditures met by private 
health insurance varies with the type of care, as 
the data below indicate. The proportion of con- 

Year Total Hospital 
care 

0 ther 
types Of 

care 

1950. ________________--__ 
1955-. _______________-___ 
1960. - _ __________-___-_-_ 
1861...----___---.-.----- 
1962- _ _ _______ __ __ _ __ ____ 
1963- _ _ _--_ ___-_ __-- -- -- _ 
1964-..-.-...-.--.------- 
1965. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ 
1966..--..-..--...-.----- 
1967. _ _ - _-__ __ -_-_-__-_-- 
1968..---.-.-..---.------ 
1969..-..-.-------------- 
1970. _ _ _ _________________ 
1971....------.----.----- 
1972....---.-..-.-..----- 

1 Included in phyzicianz’ services. 

PROPORTION OF CONSUMER EXPENDITURES MET 
BY INSURANCE 

sumer expenditures for hospital care met by pri- 
vate insurance was 78 percent in 1972 and 82 
percent in 1971. These ratios represented a return 
to the previous high 1968 level of protection. For 
physicians’ services the proportion met by private 
health insurance was 45 percent in 1972, com- 
pared with 44 percent in 1971. For other types 
of health care the proportion increased from 6.1 
percent in 1971 to 6.7 percent in 1972. 

The estimates of consumer expenditures for 
health care include some items that are not cov- 

Forty-two percent of consumer expenditures 
for personal health care were met by private 
health insurance in 1972.5 This figure does not 

5 See Barbara S. Cooper, Nancy L. Worthington, and 
Paula A. Piro, Natzomal Health Expenditures, Calendar 
Years 1989-W (Research and Statistics Note No. 3), 
Office of Research and Statistics, Social Security Admin- 
istration, 1974. 
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ered by health insurance-nonprescribed drugs, 
various drug sundries, and sunglasses. If these 
kinds of health care expenditures were to be de- 
ducted from consumer health care expenditures, 
the proportion met by insurance would probably 
be three or four percentage points higher than 
that shown above. If, however, health insurance 
premiums in lieu of benefits (claims paid) were 
included as consumer expenditures for personal 
health care, the proportion covered by insurance 
benefits would be lower. 

PROPORTION OF ALL NATIONAL EXPENDITURES 
MET BY INSURANCE 

Total national expenditures for personal 
health care (excluding expenditures for insur- 
ance premiums and administrative expenses of 
public programs, as well as for research, con- 
struction, and government public health activities 
and fund-raising expenses of philanthropic orga- 
nizations) amounted to, $76.5 billion in 1972.6 
Private health insurance met 25.5 percent of this 
amount (compared with 25.9 percent in 1971) ; 
35.6 percent came from direct out-of-pocket pay- 
ments by consumers, 37.5 percent was met by 
public funds, and 1.4 percent came from philan- 
thropy and industry. Thus, in 1972, private pay- 
ments by consumers-out-of-pocket and through 
private health insurance-made up approxi- 
mately 61 percent of the total national expendi- 
tures for personal health care. 

TECHNICAL NOTE 

Sources of Enrollment Data 

Blue Cross and Blue Shield data are supplied 
by the Blue Cross Association and the National 
Association of Blue Shield plans from data re- 
ported to them by the individual plans. The data 
for insurance companies were compiled by the 
Health Insurance Association of America from 
its annual survey of the number of persons cov- 
ered by insurance companies under group and in- 
dividual policies. 

6 Barbara S Cooper, Nancy L. Worthington, and 
Paula A. Piro, ibzd. 

For independent health insurance plans, the 
data are Office of Research and Statistics esti- 
mates based on preliminary findings in its 1973 
survey of all known independent plans. Esti- 
mates for 1972 7 have been made on the basis of 
changes from 1971 to 1972 in the larger plans 
represented in the 1973 survey. The results of the 
full survey will be presented in a research report 
to be published in 1975. The gross enrollments 
are the total of enrollments for all carriers with 
no deduction for duplication among carriers. 

ORS estimates of net coverage.-The ORS es- 
timates of net coverage for hospital and surgical 
care in 1970 are based on figures obtained from 
the Health Interview Survey of the National 
Center for Health Statistics (NCHS) conducted 
during the first and fourth quarters of 1970. Ac- 
cording to the survey, 77.8 percent of the civil- 
ian noninstitutional population under age 65 re- 
ported that they had hospital insurance, 21.2 
percent reported they did not have such cover- 
age, and 1 percent did not know whether they 
had insurance or not. Corresponding results for 
surgical insurance were 75.2 percent with insur- 
ance, 22.6 percent without, and 2.2 percent who 
did not know whether they were insured. The 
“don’t knows” were distributed in the same pro- 
portion as those who reported having or not hav- 
ing insurance, and the results were then adjusted 
to apply to the total civilian population on the 
assumption that none of the institutional popula- 
tion had insurance. No reliable data are available 
on the number of persons in institutions who 
have insurance, but it is believed that the overall 
proportion is very small. The data were next ad- 
justed to reflect the situation at the end of 1970. 
The estimates did not assume any change in the 
rate of coverage between the periods covered by 
the National Center for Health Statistics House- 
hold Interview Survey and the end of the year. 

The data on the net number of persons covered 
before 1970 are those reported by various NCHS 
household surveys from time to time during the 
period. The projections for years after 1970 are 
derived from percentage increases from year to 
year that were reported by HIAA and its re- 
vised estimates of net coverage. 

7 Marjorie Smith Mueller, Independent Health Inaur- 
ante Plans in 1972, Pre-eliminary Estimates (a forthcom- 
ing Research and Statistics Note), Office of Research 
and Statistics, Social Security Administration, 1974. 
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NCHS figures for hospital and surgical insur- 
ance coverage based on household interviews con- 
ducted in 10’72 will be published in early 1974. 
Those figures will then become the base for ORS 
estimates of net coverage for 1973. 

Estimates of the net number of persons with 
coverage of other services have been made by as- 
suming the ratios of gross enrollment to the 
number covered. For those under age 65, these 
ratios were 110 percent for in-hospital visits of 
physicians; 107 percent of X-ray and laboratory 
examinations; 105 percent for physicians’ office 
and home visits, drugs, private-duty nursing, and 
visiting-nurse service; and 102 percent for nurs- 
ing-home care. (It is assumed that no duplica- 
tory coverage of dental care exists as yet.) The 
ratios are believed to be reasonable since the ex- 
tent of multiple coverage is presumably much 
greater for hospital care and surgical services 
than it is for other types of health care. 

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

RlAA e8thuztes of net coWerage.-Insurance 
company estimates are reported as in past years. 
The HIAA provides estimates of net coverkge of 
persons under age 65 and those aged 65 and over 
for hospital, surgical, and nonsurgical, medical 
expense coverage (basic coverage of physicians’ 
visits in the hospital, physicians’ visits in the 
office, home, and hospital, and out-of-hospital 
X-ray and/or laboratory examinations). The 
nonsurgical medical expense estimate is used for 
in-hospital medical visits. HIAA revised its 1971 
net figures as a result of new estimates for 
nonreporting companies. 

Sources of the Financial Data 

In table 13, the data for Blue Cross and Blue 
Shield plans are based on financial statements 
for all plans supplied by the Blue Cross Associa- 
tion and the National Association of Blue Shield 
plans. Duplication resulting from the fact that six 
joint Blue Cross-Blue Shield plans report identi- 
cal data to both national organizations has been 
eliminated. Data for Health Services, Incorpo- 
rated, and for Medical Indemnity of America- 
insurance companies owned by the Blue Cross 
and Blue Shield associations, respectively-have 
been included. 

The data on premium income and benefit ex- 
pense of insurance companies were provided by 
HIAA. Premium income data come from the Na- 
tional Underwriter Company’s annual survey of 
accident and health insurance and from HIM’s 
annual surveys of companies in this field. The di- 
vision of group and individual accident and 
health business between health care and wage 
loss is based on HIAA’s annual survey of enroll- 
ment, premium income, and benefits paid under 
group and individual business. Operating expen- 
ses were estimated by applying the ratio of cper- 
ating expense to premium income derived from 
the National Underwriter Company aggregates * 
to the HIAA figures for premium income. The 
data for independent plans, as mentioned earlier, 
are preliminary estimates of the Office of Re- 
search and Statistics based on its 1973 survey. 

Data in tables 17 and 18 show the financial ex- 
perience of Blue Cross plans and Blue Shield 
plans, respectively, based on reports of the 74 
Blue Cross plans and the 70 Blue Shield plans. 
These data exclude Health Services, Inc., and 
Medical Indemnity of America, insurance com- 
panies owned by the national associations. The 
data are not adjusted to eliminate the duplica- 
tion with respect to the six joint plans that re- 
port identical data to the two national organiza- 
tions. 

8 1973 Argus Chart of Health Insurance, National Un- 
derwriter Publication, Cincinnati, 1973, page 112. 
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