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NATIONAL HEALTH EXPENDITURES

In 1965, the year prior to the beginning of the Medicare and
Medicaid Programs, national health expenditures were only $41.1
billion. After adjusting for inflation, this spending figure rep-
resented $199.1 billion, or $975.60 per capita in constant 1995 dol-
lars. Health care expenditures increased substantially over the
next 30 years. In 1995, the Nation’s health care bill was $3,621.20
per capita, or $988.5 billion for the 273 million persons residing in
the United States (see tables C—1 and C-2).

The annual rate of increase in inflation-adjusted per capita ex-
penditures was 4.8 percent from 1980 to 1985 and 5.0 percent from
1985 to 1990 (table C-3). After increasing by 5.8 percent between
1991 and 1992, however, health expenditure growth per capita de-
celerated to 2.8 percent for 1992 to 1993 and 1.5 percent for 1993
to 1994. This figure increased slightly to 1.6 for 1994-95. Growth
in spending between 1993 and 1995, however, remains the slowest
in more than three decades.

(1069)



1070

*$OI1SI1RIS Y1|@3H [BUONEN JO 80140 8y} Woij eleq :A1enjoy 8y} Jo 8011 ‘UoNeASIUIWLPY SulduBUlY 1e7) U)eaY :30In0S

“gulpunos 0} 8np $[ej0} 0} ppe Jou ABW SIBGUINN—BION

ger  GEl 9l yEl  §I I 20l 638 I'L TG I 40 40 s
¢9%6 186 168 7168 L1/ SI69 78T Z/42 - Ggg 210}
108 v 0e 062 <2 612 vz ol 911 e [T sa1)
9B} [BOIPAW JO UOIJINIISUOD PUB UIIRASaY
v1€ ('8¢ A ree 7'1e 961 911 L9 €'l 70 " SaI)AIN. Y} eay dljqnd JuaLiuisnes
L'y 904 606 L'ey 88¢ 98¢ 8'€¢ 8Tl L'¢ 1 e gQURINSUL yieay ajeand
40 1S00 18U pue uoneisiulwpe weigold
0°G¢ L'T¢ 6°L1 LAY 9°€l AN 19 0 €'l L0 T aled Yyeay (euosiad JaylQ
6LL vl 049 €79 LS 606 L0 9L1 A 80 e 31ed Aoy uIsing
8¢l 6°¢l G¢l 611 1l G0l L9 8¢ 91 90 ) ” S8|qednp
[BOIpAW J3yjo pue $1onpoid UoISIA
A% L'LL 06, 1L 969 6°65 [AS 9'1¢ 88 A prmmmmmmmm————_§2q
-eINpUOU |B3IP3W Jayjo pue s3nig
98¢ €9¢ 0°€¢ 961 191 T'€T 96 7'e 0 10 " 8led yjesy sWoy
9 6y €9 I'ey €8¢ L'vE 991 79 /Al 90 T S90S [euolssajold JaylQ
8'GYy I'ey (6 0°L€ €ee 91€ L'T¢ €l L'y 0°¢ " S8dIMBS SISNusq
9°10¢ 9061  L¢8T  [G/T  ¢6ST €91  9€8 A1 9°€l €q e 6g0IMas . SuelaIsAyd
1°0G€ 0Gee  €€CE  v6G0E  €¢8¢  ¥'943¢ €891 L¢0T 08¢ €6 * aled [ejidsoy
8'8/8 6'£¢8 698, SO0F. 99/9 [¥I9 ¥9.E  0LIC 8¢9 9¢c aled U}jeay |euosiad
8/66$  L'906% 1°€98$ L'908% €9€L$  677L9% 8TIHS  9°GECS 6'/9% A4 sal|ddns pue sa0IAIas L) {eay
G661 7661 €661 661 1661 0661 G861 0861 0461 0961 fi03a)es Suipuadg

[suoljjiq ur syunowe Jejjoq]

G6-096T SYYIA ¥YANIIYI QILDITIS ‘SIYNLIANIAXT HLTVIH TYNOILYN—'T-D F19vL



1071

"SO1SIIRIS Y}|BsH [BUOIIBN 4O 801}4( 8y} Wolj eleq “A1enjoy 8y} Jo 8210 ‘UORBASIUIWPY SUloUBUl{ 81BY U}[BaH 30In0g

"SJuau0dwod papunos Jo wns |enbs jou Aew s|elol "(N—|dD) SI8WNSUOY UBGIN ||B 10} X8pU| 83Lid JaWNsSuo 8y} Suisn paje|ndjed ale sainypuadxa Jejjop jueISUO)—a)0N

G886  L'€96 80¥6 2906 €¢S8  €E€I8 G909 €Ly €0.£ [/8  T'66T  yBET [ej0L
L'0¢ e1e 9°0¢ 6'6¢ 6L¢ 98¢ [AYA G'T¢ L€ 0°T¢ 991 38
-B} [BOIp3W JO UOINAISU0D pue yaJeasay
v'1e 0°6¢ L'9¢ AT 0'1¢ 6¢¢ 691 G¢l €8 €q 0¢ 61 SaI}IA}oE Y}jeay dljqnd JusUIdN0Y
L'y 0°¢S L'ES 9y vey I'sy L'EE 6'1¢ 6°€l L01 €6 09 aoueinsul yyjeay ajeaud jo
1509 18U pue uorjelisiuiwpe welgold
0°G¢ v'ee 681 L91 A T'€l L8 vL 0L I'q 0y 9¢ " aled ey (euosiad JaylQ
6LL N7 L0L L'19 019 764G Gey 9°¢e 91¢ 991 'L vy o T aled awoy Suisiny
8€l el el 6¢l Gel el 96 0L (L 79 8y €t S9|qenp [edl
-paw Jaylo pue sjonpoid SUOISIA
A% 66L 1'6L €LL veL 669 G'¢s 00y 69€ 9ve G'8¢ 6'1¢ prmmmmmmmmmm—m——_sg|qenp
-uou |ealpaw Jaylo pue ssniQ
98¢ 0°/¢ e €1 081 €'al 08 vy 81 60 70 €0 " 9led y)jeay swoy
9 604 687 LSy 8 7oy 9°€C L'T1 L'l Gq A 't S80IMI3S [eUOISS3j0Id JAYI0
8'ay eey 71y oy €LE 89¢ L'0€ 9v¢ G'¢¢ €81 GEl 10T " S8dIMBS SIShUs(
970 0967  9¢6T 6061  T8.T 90T ¥8IT ['€8 L'19 €'€q 9°6¢ clLe o $90IMaS SUBIAISAYd
1'0s€  Gvve  60v€  LTEE  8GIE  066¢ ¥8EC 6681  68¥1 00Tl 649 8Ly e 910 eSOy
88/8 ¥IG8 6668 v¥08  0/G. L9TL ¢€ES  vIOV  vweE  L0S¢  TOLT LTel o T aled y}jeay |euosiad
8L56$ vze6$  €016%  €9/8% vve8s  Lv8/§  €esq$  gGerd  99ve  £99¢§  vesi$ O saljddns pue saglnas i eay
G661 7661 €661 2661 1661 0661 G861 0861 GL6T 0461 G961 0961 fio3ajea Suipuadg

[suoljjiq ur syunowe Jejjoq]

G6-096T SYYIA ¥YANIIYI QILIITIS "SYY1104 G661 LNVLSNOD NI STMNLIANIAX HLTYIH TYNOILYN—2-0 318vL



1072

T129C 9695t GeIs'e  G9Iv'e  09vg’e  €8¢I'e 0¥She  8YWET  T'6Y9T  G6EET 966 T'ggL T [e30L

AN JACIA AU 8¢l 901 0°01T 8'¢6 616 8'G0T 8'L6 618 197 T Salll|ioey [evlpaw
10 UOIONJISUOD PUB U2IBasay

0°GTT L1 6’66 6'G6 €16 088 999 0°€s 6°9€ 91¢ 91 0°0T prmmmmmm—————"_SQIUAL}
-8 U}[eay 91jgnd JUaWUISA0Y

9vL1 v'¢61 €00¢ 0°G/LT 991 EELT 9¢1 1°€6 619 86 LSy 91g ajuelnsul

yijeay ajeaud Jo 1s09 jau
pue uonelsiuiwpe weligolyd

¢'16 L'e8 7oL 67¢9 A 708 T'GE 9T¢ ee L'€C G'61 8'81 A
yyeay Jeuosiad JayiQ
£'68¢ 6'6LC 6°€9¢ 1'66¢ 9'€re 7'8¢¢ 8'G/1 8'8€1 £'601 T'LL 67 0¢c T aled awoy Suisiny

Gos 6'8% A L8y L'y 6°9% L'8€ 9'6¢ A L'6¢ L'€C i s9|qeJnp |ealpaw
13430 pue syonpoid UoISIp

G'60€ G'G6¢ 7'66¢ G'T6¢ ¥'6L¢ L89¢ ¥'¢1e [NI/A eIl I'191 L'6ET ¢G11 T ose|qednpuou

|B2IpaW 13y10 pue s3niQ

L9701 0°00T 606 708 7'89 886 AN [81 8L oY 1°¢ 61 " 81ed yjjeay swoy
17261 6981 7'¢81 vell 1°€91 G'GGT 7'66 009 v've JA'TA G'0¢ 791 pmmmmmmm———890I

-M3s [euolssajoud JaylQ
6191 07091 GGl 9141 T°ent 9Tl I'vel 8701 7001 7'68 99 ¢'€S T S90IMRS S)S1jus(
98¢ 6L ¢61L 961. €8.9 7°999 6Ly 8'GGE 9'T0€ €8¢ 6l gevl T $90IMBS  SuelIsAld
9°¢8¢1 L€LeT 6°¢Lil 9'06¢1 6°¢0¢1 ¢'08T1 7’796 8108 €99 1¢18 6'¢eE  G'14¢ e g1ed |e)ldsoy
€61¢E  C87I€  ¥'860€  8¢E0E  C2€88¢  0/9/¢  €LG1¢  CLOLT Gyl ¢[9T1 8'¢E8  GO0v9 Trmogded yjjesy |euosiad

6'8056$  6'Lvve$ €86€€$  L'€0ce$  L'6ETES €8T0ES  1°09€7$  €€48I$  vEpSI$S  9TveI$  Tw68$  17789% sal|ddns pue sadlniss y)jeay

G661 7661 €661 €661 1661 0661 G861 0861 GL6T 0L61 G961 0961 fuo3ayed Buipuads

[endes sad sjunowe Jejjoq]

G6-096T SYYIA Y¥ANIIYI @3L031IS ‘SISYIYONI
JIVINIIYId TYNNNY FOVHIAY ANV SHY1100 G661 INYISNOI NI SINNOWY YLIdYD d3d *SIUNLIANIAXI HLIYIH TYNOILYN—'E-0 18Vl



1073

"SO1SIIBIS Y1[esH [BUOIIBN 4O 801}4( 8y} Wolj eleq “A1enioy 8y} Jo 82140 ‘UONBASIUIWPY SUIoUBUI{ 81eY U)[BaH 30In0g
"S1U3U0dwod papunos Jo wns |enba jou Aew s[el0] ‘(N—Id0) SIAWNSUOY LRGN [|& 10} X3pU| 3lid Jawnsuos ayl Suisn pajejnajed ale sain)puadxa ejjop JURISUO)— 310N

9T G 8¢ €G 0°G 8 re A 69 09 [e30L

61 80 10— 19 a9 19 ve 0 0q €9 T S80IMes SueldIsAyg

L0 10 81 0y 9¢€ 9¢€ 0y €6 06 8'G * aied |eydsoy

€¢ 91 ¢ A 0'G 8Y A3 LA 0L Y T 2Ied yjjesy Jeuosisd
81 G 6¢ A 06 0°G L€ vy 89 96 ™ saljddns pue ssalAas Ujesy

G6-v6  v6—€6  €6-¢6  ¢6°16 0698 G808  08-G/  G/-0L  0/799 G909

asealoul agejuadiad jenuue agelany



1074

The majority of health spending is for personal health care serv-
ices that treat or prevent illness and disease in individuals. In
1995, 88.9 percent of all health spending ($878.8 billion) was for
personal health care. The remaining 11.1 percent ($109.7 billion)
was spent on health program administration; administrative costs
and profits earned by private health insurers; public health activi-
ties; noncommercial health research; and new construction of
health facilities.

Hospital care ($350.1 billion) and physician services ($201.6 bil-
lion) are the two largest categories of personal health care spend-
ing. They accounted for 35.4 percent and 20.4 percent of total na-
tional health expenditures. Two other major service areas, prescrip-
tion drugs and other medical nondurables, and nursing home care,
each added approximately 8 percent.

The private sector, including private health insurance, out-of-
pocket spending, and philanthropy, continues to finance the major-
ity of personal health care expenditures (55.4 percent) with com-
bined expenditures of $486.7 billion. Public sources, however, are
responsible for an increasing portion of spending. Government’s
share has grown from 20.6 percent in 1965 to 44.6 percent in 1995
(see table C—4). The Federal Government is now the single largest
contributor, accounting for 34.5 percent ($303.6 billion) of personal
health spending in 1995. State and local governments funded an-
other 10.1 percent ($88.5 billion).

The initial growth in Federal Government spending is attributed
to the beginning of the Medicare and Medicaid Programs and the
expansion of Medicare to cover the disabled population in 1973. In
1965, before the enactment of these programs, the Federal Govern-
ment contribution represented 8.4 percent of personal health
spending. By 1970, the Federal Government’s share had increased
to 23 percent and to 27 percent by 1975. Between 1980 and 1990
the portion remained steady at approximately 29 percent, but since
1990, this figure has gradually increased to 34.5 percent in 1995.

In contrast, while the share paid by private sources also re-
mained stable at about 60 percent from 1980 to 1990, this portion
declined to 55.4 percent in 1995, reflecting the influence of in-
creased enrollment in managed care plans (Levit, Lazenby &
Braden, 1996).

EXPENDITURES FOR HOSPITAL CARE

In 1995, hospitals accounted for 35 percent of total national
health expenditures, down from 42 percent in 1980. Table C-5
shows several measures of costs incurred by community hospitals,
which include all non-Federal short-term general hospitals. These
hospitals’ total expenses (including inpatient and outpatient acute
and postacute care, as well as nonpatient care activities) reached
$320.8 billion in 1996. This was up 4.0 percent from the previous
year, the smallest rise in hospital costs in at least 30 years. With
the increases of 5.0 percent in 1994 and 5.3 percent in 1995, hos-
pital costs have been growing more slowly than in any previous 3-
year period. That inpatient expenses increased more slowly than
total expenses reflects the growing share of activity in the hospital
outpatient setting.
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TABLE C—-5.—SELECTED DATA ON COMMUNITY HOSPITAL EXPENSES, 1965-96

Total expenses Expenses per ad-  Expenses per ad-  Inpatient expenses !
justeddinpatient justed admission ———

Year Amount Percent d Amount (in  Percent

(in bil- Percent fron

lions) change Amount Eﬁ;cnegg Amount change billions)  change
$9220 86 $41 75 $315 81 $8414 87
10497 138 46 114 356 131 9.611 142
12.624 203 53 163 425 191 11.551  20.2
14720  16.6 59 115 482 134 13372 158
17.247 172 68 154 551 145 15636 16.9
20.261 175 78 138 608 103 18329 172
22496  11.0 87 123 670 10.1 20.269 106
25223 121 9% 103 729 8.8 22622 116
28.248  12.0 105 9.2 784 75 25173 113
32.759  16.0 118 123 873 114  29.077 155
38492 175 138 164 1,017 165 33971 168
45842  19.1 158 150 1,168 148 40321 187
53.006 15.6 181 143 1312 123 46437 152
59.802 128 203 121 1466 11.8 52131 123
67.833 134 226 115 1,618 104 59.060 133
79.340 17.0 256 129 1836 135 68962 16.8
94.187  18.7 299 169 2,155 174 81.634 184
109.091 158 348 162 2489 155 94346 156
120220 102 391 124 2,742 10.2 103.361 9.6
126.028 48 443 133 2947 7.5 107.005 3.5
134.043 6.4 493 113 3,226 9.5 111.416 4.1
146.032 8.9 535 8.6 3,527 9.3 119.286 7.1
161.322 105 581 8.6 3,860 9.5 129.824 8.8
177.770  10.2 632 8.8 4.194 8.7 140.482 8.2
195.378 9.9 690 9.3 4,586 9.3 152.147 8.3
217.113 111 765  10.7 5,021 9.5 165792 9.0
238.633 9.9 844 103 5,461 8.8 178.401 7.6
260.994 9.4 927 9.9 5,905 8.1 191.401 7.3
278.880 6.9 1,000 7.8 6,188 4.8 202.055 5.6
292.801 5.0 1,060 6.0 6,312 2.0 207918 2.9
308.411 53 1,127 6.3 6,427 1.8 214.59% 3.2
320.789 4.0 1,188 54 6,553 2.0 218.013 1.6

Llnpatient expenses estimated from total expenses, based on the proportion of inpatient to total reve-
nues.

Note.—Admissions and inpatient days are adjusted to reflect the volume of outpatient visits as well
as inpatient admissions and days.

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital As-
sociation National Hospital Panel Survey.

The average cost of a day of hospital care (adjusted to reflect out-
patient services) rose by 5.4 percent to $1,188 in 1996. The higher
rate of growth in expenses per day reflects a decrease in the num-
ber of hospital days (see the discussion of average length of stay
below). However, combined with the 6.0-percent increase in 1994
and 6.3 percent in 1995, this also produced the smallest 3 year
growth rate in more than 3 decades.
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The average cost per case (also adjusted to reflect outpatient
care) rose to $6,553 in 1996, an increase of only 2.0 percent. From
1994 through 1996, the increase in costs per case averaged 1.9 per-
cent per year, compared with 9.1 percent from 1985 through 1992
and 14.0 percent from 1975 through 1982.

Chart C-1 presents the real annual growth in expenses per ad-
justed admission. This chart provides a clearer picture of the actual
rate of increase in costs per case by removing the effects of general
inflation. Even after taking inflation into account, the recent trend
in hospital costs differs sharply from previous years. In 1994, hos-
pital costs per case rose more slowly than inflation for the first
time since 1979. In 1995 and 1996, costs per case grew even more
slowly relative to inflation.

CHART C—1. REAL ANNUAL CHANGES IN HOSPITAL EXPENSES PER ADJUSTED
ADMISSION (IN PERCENT), 1965-96

20

156

10.0

10 88 gg 86 8.8
= 73
I 67 64 il 07 '
& 5554 55 57 ll 56 50

5] 43 29 4343 4444

30
03
0.0

-0.9 05 1.0-1.0)

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital Asso-
ciation National Hospital Panel Survey.

A variety of factors other than general inflation contribute to ag-
gregate changes in hospital costs, and the roles of these factors
may vary widely over time. Chart C-2 displays the contributions
of five factors: general inflation, hospital input prices, population
growth, utilization, and intensity. Between 1985 and 1992, total
hospital expenses rose at an annual rate of 10 percent. The largest
contributor to this increase was the intensity of hospital care; that
is, the resources used per patient. During this period, general infla-
tion also accounted for a large share of the increase in hospital ex-
penses. Hospital input prices rose faster than the general price
level, and hospital utilization per person actually fell (as the num-
ber of adjusted admissions grew more slowly than the population).
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CHART C—2. FACTORS CONTRIBUTING TO GROWTH OF TOTAL HOSPITAL EXPENSES,
1985-92 AND 1992-96

60%

53.6%

50% W1985-92 48.4%
01992-96

0% 38.7%

31.4%

30%
20% 18.8%

10.3%
10%

1% -1.0%

-2.7%

10%

General Inflation Hospital Input Prices Population Growth Utilization Intensity (Residual)
Note.—Hospital expenses grew at an annual rate of 10.0 percent between 1985 and 1992 and 5.3 per-
cent between 1992 and 1996.

Source: Prospective Payment Assessment Commission.

Between 1992 and 1996, the increase in total hospital expenses
was only 5.3 percent per year. Because of this, although it slowed
from 3.9 percent between 1985 and 1992 to 2.8 percent between
1992 and 1996, general inflation accounted for more than half of
the hospital cost increase in the latter period. Hospital utilization
per person, which had fallen in the earlier period, rose substan-
tially between 1992 and 1996, accounting for a large share of the
growth in hospital expenses. Finally, intensity, which had been the
major contributor to cost growth in the earlier period, was almost
level between 1992 and 1996.

Expenditures for hospital care are financed primarily by third
parties, as shown in table C—6. In 1995, private health insurers
paid 32.3 percent of the total, Medicare 32.2 percent, and Medicaid
(including both the Federal and State shares) 14.8 percent. The
share financed by out-of-pocket payments from individuals was
only 3.3 percent in 1995, down from 5.2 percent in 1980.
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TRENDS IN HOSPITAL UTILIZATION

ADMISSIONS

From 1978 through 1983, total inpatient admissions increased at
an annual rate of 1.0 percent, and admissions for persons 65 and
over increased an average of 4.8 percent per year, as shown in
table C-7.

TABLE C—7.—ANNUAL CHANGE IN HOSPITAL ADMISSIONS BY AGE GROUP, 1978-96

Percent change in admissions

All Under 65 65 and over

Year

=
©

PO ONCINMNORONON— O~ W

|
PR ONO—UOR—RONUIOWWON
|
oRENUINOoODOUINN O UT~ND

Average annual percent change

197883 .o 1.0 —-04 48
198486 ... s —-35 —-38 -3.0
198792 .o —-0.7 -19 1.6
1993-96 ..o 0.7 —0.2 2.1

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital As-

sociation National Hospital Panel Survey.

With the introduction of Medicare’s prospective payment system
(PPS) in 1983, the number of elderly patients declined sharply, con-
trary to most expectations. Admissions of patients under 65, how-
ever, fell even more during the first few years of PPS and had been
decreasing for several years before that. From 1987 through 1992,
total admissions continued to decrease, but at a slower rate, due
to an increase among the older population. In 1993, overall admis-
sions increased for the first time in 12 years, due to a slower rate
of decline in younger patients and a continuing increase in those
65 and over. This trend continued until 1995 when total admissions
increased 1.4 percent over the previous year, the largest increase
in 15 years. In 1996, however, total admissions decreased 0.4 per-
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cent from the previous year due to fewer admissions in the under
65 population and only a small increase in the number of admis-
sions among the elderly.

AVERAGE LENGTH OF STAY

Before the implementation of PPS, the average length of stay for
all patients was relatively constant between 7.0 and 7.2 days, as
shown in table C-8. With the introduction of PPS, however, there
was a significant drop in length of stay. From 1982 to 1984, the
average stay fell from 7.2 days to 6.7 days for all patients and from
10.1 days to 8.9 days for patients 65 and over. Average length of
stay stabilized at these levels throughout the rest of the 1980s, but
has declined again in the 1990s. Hospital stays for elderly patients
were 2.0 days shorter, on average, in 1996 than in 1990, and for
patients under 65 the average stay was 0.6 days shorter. This de-
cline was even steeper than in the first years of PPS.

TABLE C—8.—AVERAGE LENGTH OF STAY AND ANNUAL CHANGE BY AGE GROUP, 1978-

96
All Under 65 65 and over

Year Average length Percent Average length Percent Average length Percent

of jg@g)('" change of gg‘%)('" change of 3;3);)('" change

1978 ... 1.2 -0.3 6.0 -0.9 10.6 —-1.2
1979 ... 7.1 —-1.0 5.9 —-12 104 -19
1980 .......... 1.2 0.5 5.9 —-0.2 104 —0.1
1981 .......... 1.2 0.4 5.9 0.1 104  —0.1
1982 ... 72 —06 59 —06 10.1 —-2.3
1983 .......... 70 =20 58 —17 9.7 —44
1984 ... 6.7 =51 56 =35 89 —15
1985 .......... 65 —17 55  —13 88 21
1986 .......... 6.6 0.6 5.6 0.5 8.8 0.4
1987 .......... 6.6 0.8 5.6 0.4 8.9 1.0
1988 .......... 6.6 —0.1 56  —03 88 —07
1989 .......... 6.6 0.1 5.5 —-0.7 8.8 0.2
1990 ........ 6.6 —11 54 —15 8.7 —15
1991 ... 6.5 —-14 5.3 -2.1 8.5 —-2.0
1992 ... 64 —16 52 —19 83 =22
1993 ......... 6.2 —-28 5.1 —138 7.9 —4.7
1994 ... 60 —38 49 38 76 —42
1995 ... 5.7 —4.2 4.8 —-24 7.1 —6.6
199 .......... 55 =33 48 —13 6.7 —56

Average annual percent change

1978-83 ... =05 —0.8 -17
1984-86 ... oo, =21 —14 -31
1987-92 ... —0.6 —10 -0.9
1993-96 ... i, =35 —23 . -53

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital As-
sociation National Hospital Panel Survey.
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HospiTAL OCCUPANCY

Table C—9 shows that, with slight increases in admissions and
stable average length of stay, occupancy rates were over 70 percent
in the early 1980s. The number of hospital beds was increasing, ex-
ceeding 1 million by 1983. During the early years of PPS, however,
occupancy rates decreased dramatically. From 1983 to 1986, the
aggregate occupancy rate fell from 72.2 percent to 63.4 percent.
There was a slight increase in occupancy rates in the late 1980s,
but the sharp reduction in average length of stay lowered the occu-
pancy rate below 60 percent by 1995, despite almost 130,000 fewer
beds than in 1983. In 1996, occupancy rates decreased 1.3 percent
from the previous year, to 58.9 percent.

TABLE C—-9.—INPATIENT HOSPITAL OCCUPANCY RATE AND NUMBER OF BEDS, 1978-96

Occu-
: anc Percent Number of Percent
Year Inpatient days rgte (iyn change beds change
percent)

256,708,259 737 —=08 954,001 0.9
260,791,942 74.5 1.0 959,269 0.6
269,615,111 76.1 2.2 970,456 1.2
272,956,933 758 =04 986,917 1.7
271,422,385 74.5 —-16 997,720 1.1
264,504,444 722 =31 1,003,658 0.6
241,779,724 66.7 —76 992616 —11
226,128,547 63.6 —4.7 974,559 —-138
222,903,834 63.4 —03 963,133 —12
223,441,342 64.1 1.2 954,458  —0.9
222,312,614 64.6 0.8 942,306 —-13
220,360,991 64.8 0.3 930,994 —12
216,836,360 645 —06 921,447  —1.0
211,474,700 63.5 —-14 911,781 —-1.0
206,440,330 623 —19 907,661 —05
202,077,589 614 —15 901,669 —0.7
196,116,784 603 —17 890,575 —1.2
190,377,347 5.7 —11 874250 —1.8
183,495,155 589 —13 853,561 —24

Average annual percent change

1978-83 .ot e e =05 1.0
1984—86 ... e i =42 —14
1987-92 .ot e e, =03 -1.0
1993-96 oot e s =14 —15

Source: Prospective Payment Assessment Commission analysis of data from American Hospital Associa-
tion National Hospital Panel Survey.
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HospiTAL EMPLOYMENT

Hospitals experienced a significant downturn in total employ-
ment levels at the time PPS was introduced, as shown in table C—
10. During 1984 and 1985, full-time equivalent employees declined
by 2.3 percent. From 1986 through 1993, however, hospital employ-
ment increased. During the late 1970s and through the 1980s,
growth in the number of part-time personnel exceeded growth in
the number of full-time personnel in every year. In 1992, however,
the number of full-time personnel grew faster than the number of
part-time personnel for the first time in more than 20 years. This
trend continued in 1993, but the increase in both types of person-
nel slowed dramatically. In 1994 hospital employment declined for
the first time since the early years of PPS. This was only the sec-
ond such period in the past three decades. The number of hospital
employees has continued to decrease; part-time employees de-
creased 1.1 percent in 1996 compared to the previous year, while
full-time employees held constant.

TABLE C—-10.—ANNUAL PERCENT CHANGE IN HOSPITAL EMPLOYMENT, 1978-96

Personnel
Year Total FTEs
Total Full time Part time
1978 oo 3.7 41 33 6.8
1979 e 3.5 3.9 2.9 6.7
1980 oo 47 5.2 4.0 9.1
1981 oo 54 6.0 48 9.4
1982 oo 3.7 3.7 3.6 41
1983 oo 1.4 1.5 1.2 2.3
1984 oo -23 -2.1 —26 —-0.8
1985 e —-2.3 —-2.0 —-2.7 —-0.1
1986 .o 0.3 0.4 0.2 0.9
1987 oo 0.7 0.9 0.4 2.3
1988 .o 1.1 1.4 0.7 33
1989 e 1.6 1.9 1.2 3.6
1990 e 2.1 2.3 1.8 3.6
1991 o 0.6 0.7 0.6 1.0
1992 oo 1.6 1.5 1.7 0.9
1993 o 0.7 0.6 0.8 0.2
1994 oo -0.8 -0.8 —-0.7 -0.9
1995 e —14 —14 —-15 -0.9
1996 oo —-0.2 -0.3 0.0 —11
Average annual percent change
1978-83 oo 3.7 4.1 3.3 6.4
198486 ... —1.4 —1.2 —-1.7 0.0
1987-92 .o 1.3 1.5 1.1 24
1993-96 .o —-04 —-0.5 —-04 —-0.7

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital As-
sociation National Hospital Panel Survey.



1084
EXPENDITURES FOR PHYSICIANS’ SERVICES

Health care expenditures for physicians’ services were $201.6 bil-
lion in 1995, an increase of 5.8 percent from 1994. This amounted
to 20.4 percent of national health expenditures.

Third-party (public expenditures and private insurance) pay-
ments financed over 80 percent of physicians’ services. In 1995 pri-
vate health insurance, the single largest payer, was responsible for
48.1 percent of these expenditures (%97 billion). In 1980, this por-
tion was only 37.9 percent. Public expenditures in this area have
grown much more slowly, rising from 28.9 percent in 1980 to 31.7
percent ($64 billion) in 1995. Of this last figure, $40 billion was for
Federal Medicare payments. In contrast, out-of-pocket payments by
individuals for physicians’ services have decreased from 32.4 per-
cent in 1980 to 18.3 percent ($6.9 billion) in 1995 (see table C—11).

Inflation in physicians’ fees has outpaced that of the U.S. econ-
omy as a whole since 1981 as measured by the Consumer Price
Index (CPI). The inflation rate of 3.6 for 1996, however, is the low-
est since 1973 (see table C-12).

The American Medical Association reports that, over the 10 years
from 1984 to 1994, physician income rose an average 5 percent a
year. In 1994, however, the average physician net income experi-
enced the first decrease ever recorded by the AMA. After expenses
but before taxes, average physician income was $182,400, a 3.6 per-
cent decrease from $189,300 in 1993. In 1995, average physician
net income rebounded 7.2 percent to $195,500. The 2-year change
in income, however, amounts to an average annual increase of only
1.6 percent from 1993 to 1995. When adjusted for inflation, this
represents an average annual loss of 1.04 percent, with real in-
comes remaining below those for 1993.

Changes in the health care market appear to be affecting the
conditions of employment for many physicians (Physician Payment
Review Commission). In 1995, the percentage of physicians who
were self-employed declined from 58 to 55 percent. These doctors,
who were more likely to have additional years of experience and be
board certified, earned an average income of $230,800. This was
over 50 percent higher than employee-doctors whose average net
income was only $152,500, but the difference would be less if
noncash benefits received by employee physicians were included.
The share of physicians who were employees increased from 36 to
39 percent in the same time period.

Growth in average net income for physicians in the Middle At-
lantic and Pacific areas was well above average in 1995. The West
North Central, Mountain, and New England census regions saw
the least increase in income from 1994 to 1995. Physicians in the
New England States continue to report the lowest average net in-
come of $161,000; the East South Central region remained the
highest at $216,000 (see table C-13).
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TABLE C—12.—ANNUAL PERCENTAGE CHANGE IN SELECTED COMPONENTS OF THE
CONSUMER PRICE INDEX (CPI-U), ! 1965-96

All items less  Medical care Physicians’

Year All items medical care total services
1965 oo, 1.6 1.6 24 3.6
1966 v, 2.9 3.1 4.4 5.6
1967 oo, 3.1 2.1 1.2 1.2
1968 .o, 4.2 4.2 6.0 5.6
1969 v 5.5 5.4 6.7 7.0
1970 e, 5.7 5.9 6.6 7.5
1971 o, 4.4 41 6.2 7.0
1972 oo, 3.2 3.2 3.3 3.0
1973 o, 6.2 6.4 4.0 34
1974 oo, 11.0 11.2 9.3 9.2
1975 o, 9.1 9.0 12.0 12.1
1976 oo, 5.8 5.3 9.5 114
1977 o, 6.5 6.3 9.6 9.1
1978 e, 1.6 1.6 8.4 8.4
1979 e, 11.3 11.5 9.2 9.1
1980 oo, 13.5 13.6 11.0 10.5
1981 e 10.3 10.4 10.7 11.0
1982 e, 6.2 5.9 11.6 9.4
1983 oo, 3.2 2.9 8.8 7.8
1984 oo, 43 4.1 6.2 6.9
1985 oo, 3.6 34 6.3 5.9
1986 oo, 1.9 1.5 1.5 7.2
1987 oo, 3.6 35 6.6 7.3
1988 oo, 4.1 3.9 6.5 7.2
1989 oo, 48 46 1.7 7.4
1990 e, 54 5.2 9.0 7.1
1991 o, 4.2 3.9 8.7 6.0
1992 oo, 3.0 2.8 7.4 6.3
1993 o, 3.0 2.7 5.9 5.6
1994 oo, 2.6 2.5 4.8 4.4
1995 oo, 2.8 2.7 45 45
1996 e, 3.0 2.8 35 3.6

1Consumer Price Index for all Urban Consumers (CPI-U), changes in annual averages.
Source: U.S. Department of Labor, Bureau of Labor Statistics.

Physician net income varies more by specialty than across geo-
graphic areas. Surgeons had the highest average net incomes in
1995 ($269,400) and general and family practitioners the lowest
($131,200). Incomes for general and family practitioners, however,
continue to increase at a healthy rate, with gains from 1993 to
1994 of 3.9 percent and from 1994 to 1995 of 8.1 percent. The larg-
est gain from 1994 to 1995 was by obstetricians and gynecologists
with an increase of 21.9 percent to $244,300. This followed a 9.7
percent decrease in average net income for this specialty in 1994.
Growth in income for surgeons was below the all-physician aver-
age, declining 2.9 percent from 1993 to 1994 and increasing only
5.6 percent from 1994 to 1995 (see table C—13).
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Table C-14 shows median net income for physicians, the level
below and above which lie half of all earnings. In the decade from
1985 to 1995, the median income for all physicians increased each
year by an average 5.5 percent. After adjusting for inflation, this
represents a real growth of 1.9 percent yearly. Pediatrics had the
largest yearly increase of 6.3 percent (nominal) or 2.7 percent (real
or constant dollars). Anesthesiology grew only 4.3 percent (nomi-
nal) or 0.8 percent (real or constant dollars) over this same time.

TABLE C—14.—MEDIAN PHYSICIAN NET INCOME AFTER EXPENSES BUT BEFORE TAXES,
1985 AND 1995

[In thousands of dollars]

Median net income Average annual
Category o - percent change
1985 nominal real ! Nominal Real !
Specialty:
General/family practice .. $70 $124 $88 5.9 2.3
Internal medicine ........... 90 150 106 5.2 1.6
YT g (-1 129 225 159 5.7 2.1
Pediatrics .....ccoovvveennnee. 70 129 91 6.3 2.7
Obstetrics/gynecology ..... 120 200 141 5.2 1.6
Radiology ......cccccovevvvneeen. 135 230 162 5.5 1.9
Psychiatry ......ccccovevvevnen. 80 124 88 45 0.9
Anesthesiology ................ 133 203 143 43 0.8
Pathology ........cccovevvevneee. 115 185 131 49 1.3
Census division:

New England .................. 94 140 99 4.1 0.5
Middle Atlantic ............... 90 173 122 6.8 3.1
East North Central ......... 100 164 116 5.1 1.5
West North Central ......... 85 160 113 6.5 2.9
South Atlantic ................ 94 164 116 5.7 2.1
East South Central ......... 92 175 124 6.6 3.0
West South Central ........ 100 173 122 5.6 2.0
Mountain .....ccoocvvveennnee. 85 151 107 5.9 2.3
Pacific ..o 97 165 116 5.5 1.8

All physicians?2 ...... 94 160 113 55 1.9

1n 1985 dollars.
2Includes physicians in specialties not listed separately.

Source: American Medical Association (1997b).

Table C—15 shows average physician net income in nominal and
real (or constant) dollars. Physicians’ average net income increased
74 percent between 1985 and 1995, but real income, expressed in
1995 dollars, increased only 23 percent (from $158,900 to $195,500)
over the 10 year period.
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TABLE C—15.—AVERAGE PHYSICIAN NET INCOME AFTER EXPENSES BUT BEFORE TAXES,
1977-95

[Dollars in thousands]

Year Nominal Real
7 AU $60.4 $151.9
1978 et 64.6 151.0
1979 s 77.4 162.5
T80 ettt eaes NA NA
LO81 oot 89.9 150.7
1982 et 97.7 154.3
1983 et aes 104.1 159.3
LO84 o 108.4 159.0
198D e 112.2 158.9
TO8O et aes 119.5 166.2
1087 et 132.3 1775
1988 oo 144.7 186.4
1989 et aes 155.8 191.5
1990 e 164.3 191.6
L9901 et 170.6 190.9
L /OO 181.7 197.4
1993 et 189.3 199.6
L9904 et 182.4 187.6
1990 et aes 195.5 195.5

NA—Not available.

Note.—Real (1995 dollars) incomes are calculated using the Consumer Price Index for all Urban Con-
Sumers.

Source: CRS analysis of data from American Medical Association (1997a and b).

Table C-16 shows the distribution of physicians’ net incomes in
1995 for all physicians and selected specialties. While the average
net income of all physicians was $195,500, the median income may
be more representative of the typical physician’s earnings. Half of
all physicians earned $160,000 or less. One-fourth of all physicians
earned $115,000 or less, while one-fourth earned $238,000 or more.
Median incomes across all physician specialties remain far apart,
with the median income for gastroenterology at $244,000 in 1995,
followed by surgery at $225,000. On the lower side, general and
family practice and psychiatry reported median incomes of
$124,000.



1091

TABLE C-16.—DISTRIBUTION OF PHYSICIAN NET INCOME AFTER EXPENSES BUT
BEFORE TAXES BY SPECIALTY AND CENSUS DIVISION, 1995

[In thousands of dollars]

Category Mean Zg'g:]tﬂeer' Median 7%2%?'9;
Specialty:
General/family practice .................. $131.2 $90.0  $1240  $159.0
Internal medicing .......cccooeeeveirernnene, 185.7 110.0 150.0 214.0
General internal medicine ....... 159.5 101.0 138.0 190.0
Cardiovascular diseases ......... 292.3 150.0 210.0 388.0
Gastroenterology .........ccccevnee. 256.5 145.0 244.0 315.0
SUTZRIY o 269.4 160.0 225.0 316.0
General SUFery ........cccoeveevneee. 244.4 150.0 203.0 302.0
Otolaryngology ......cccoevvvvevneee. 232.3 148.0 206.0 282.0
Orthopedic Surgery .........ccc....... 323.2 200.0 250.0 350.0
Ophthalmology .........cccecvvevnvee. 240.8 125.0 194.0 260.0
Urological SUrgery ........cco.... 243.4 175.0 220.0 293.0
Pediatrics ...o.oveeeeeeeeeeeeeeee e 140.5 95.0 129.0 175.0
Obstetrics/gynecology ..........cccceveue.e. 244.3 150.0 200.0 296.0
Radiology ..ceveeeeceeeeeeee e, 244 4 160.0 230.0 310.0
Psychiatry ......coevveeeeeeeeecceeeeeeeienis 137.2 95.0 124.0 160.0
Anesthesiology 215.1 150.0 203.0 262.0
Pathology ............... 209.4 130.0 185.0 230.0
Other specialty 188.5 127.0 170.0 222.0
Emergency medicine ................ 184.4 145.0 170.0 225.0
NEurology ......coeeeevvveevevcreriernnnns 197.8 130.0 160.0 225.0
Dermatology ......ccoovvvvevrvinnnnns 2149 125.0 190.0 238.0
Geographic area:

New England .......ccccocovvvervviniienennne 161.0 100.0 140.0 200.0
Middle Atlantic .......c.cccooeeeeveeeerrennne. 207.0 119.0 173.0 250.0
East North Central .......cccooeveeeece.... 198.8 119.0 164.0 250.0
West North Central .......cccoovveeneee. 184.6 108.0 160.0 221.0
South Atlantic .....ccoveeveveeeieeene, 198.8 113.0 164.0 240.0
East South Central ......cccoovvevvneeeee. 216.0 120.0 175.0 282.0
West South Central ........ccoccovvenneeee. 205.9 124.0 173.0 240.0
Mountain .......ccccoeviveveeiiceecees 178.8 108.0 151.0 220.0
PaCific .o 189.9 120.0 165.0 220.0
All physicians ! .......cccccoevvvveene. 195.5 115.0 160.0 238.0

Lncludes physicians in specialties not listed separately.
Source: American Medical Association (1997a).

The AMA’s Physician Marketplace Statistics 1996 reported that,
on average, nonfederal patient care physicians received 42.9 per-
cent of their incomes from private insurers. Medicare payments
were 27.4 percent; Medicaid was a source of another 11.8 percent
of doctor revenue. Patient out-of-pocket payments accounted for
17.9 percent (see table C-17). The importance of each source varied
by specialty, with physicians specializing in internal medicine re-
ceiving the highest percentage of revenue from Medicare. Pediatri-
cians, on average, received only 1.3 percent of their income from
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Medicare, but received the highest percentage of income from Med-
icaid (23.6 percent).

TABLE C-17.—PERCENT OF NONFEDERAL PHYSICIAN REVENUE BY SOURCE OF
PAYMENT, 1996

Category Medicare Medicaid inPsrLll\rl:;[ﬁ:e Pat';g;k%ltjt of
Specialty:

General/family prac-
tCR v, 23.6 12.9 40.8 22.7
Internal medicine ...... 40.2 8.8 37.9 13.2
SUTZENY v, 34.9 8.1 43.2 13.8
Pediatrics ....c.cccoevnee. 1.3 23.6 48.8 26.3
Obstetrics/gynecology 8.7 17.9 58.2 15.1
Radiology .....cccoevv..e. 34.9 10.5 39.9 14.8
Psychiatry ......cccc...... 13.7 11.8 35.9 38.6
Anesthesiology ........... 274 13.0 46.4 13.3
Pathology ........c......... 304 10.7 42.2 16.6

Census:

New England ............. 26.6 11.7 44.6 17.1
Middle Atlantic .......... 30.2 8.8 43.9 17.1
East North Central ... 28.1 11.9 42.3 17.7
West North Central ... 28.5 10.2 43.8 17.4
South Atlantic ........... 27.9 11.8 42.1 18.2
East South Central ... 29.0 15.2 38.5 17.3
West South Central ... 21.8 12.0 40.8 19.4
Mountain ......ccocevvenee 23.9 11.8 46.2 18.1
Pacific ..ovovveeereiernnne 23.9 13.8 43.8 18.5
All physicians ! 27.4 11.8 429 17.9

Source: American Medical Association (1997a).

A Medical Economics Continuing Survey addressed physician
gross income from HMOs, PPOs, and the amount in the form of
capitation payments (see table C-18). According to the survey,
there was a small increase between 1994 and 1995 in the portion
of physicians participating in capitated plans from 36 to 38 percent.
Physicians with prepaid contracts earned a median $40,000 in capi-
tation payments in 1995, only 5 percent more than in 1994.

The rise in the number of doctors who take HMO patients, how-
ever, jumped from a median 69 percent of survey respondents in
1994 to 77 percent in 1995. The median gross income in 1995 for
these physicians was $63,770, an increase of 17 percent from 1994.
PPO participation by physicians also rose from 69 to 75 percent,
with earnings increasing 13 percent to $48,660 (Terry, 1996).
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TABLE C—18.—PHYSICIAN GROSS INCOME FROM MANAGED CARE AND CAPITATION BY
SPECIALTY, 1995

Median 1995 gross income ! from: Percent of 1995 gross
income ! from:

Physician specialty

HMOs PPOs Capitation Capita-
p HMOs  PPOs LA
Anesthesiologists ......... $58,680  $39,720  $32,500 20 15 10
Cardiologists ................. 50,880 44,600 47,500 12 10 10
Cardio/thoracic sur-

GEONS e, 87,670 50,000 50,000 20 10 10
Emergency physicians .. 49,750 46,790 45,000 20 20 20
Family practitioners ...... 69,080 63,600 27,500 20 15 10
Gastroenterologists ....... 52,210 23,730 32,000 25 10 15
General practitioners ... 62,660 54,410 53,200 20 15 15
General surgeons .......... 57,610 33,200 45,000 25 15 20
Internist ..o, 115,860 64,640 60,000 20 10 10
Neurosurgeons .............. 114,230 79,060 40,000 30 20 15
0BG specialists ............ 51,710 42,320 22,500 10 9 10
Orthopedic surgeons ... 74,790 70,000 50,000 15 15 10
Pediatricians ................. 68,820 63,870 42,500 30 25 17
Plastic surgeons ........... 73,980 55,580 42,500 15 15 10
Psychiatrists ................ 46,120 37,880 24,000 20 20 10
Radiologists .................. (2) (2) 36,000 20 () 10

All surgical spe-

cialists ............. 78,200 58,960 40,000 20 15 10
All nonsurgeons 2 56,780 43,630 40,000 20 15 15
All fields ............. 63,770 48,660 40,000 20 15 15

LGross is the individual physician’s share of 1994 practice receipts before professional expenses and
income taxes.

2|nsufficient sample. Figures exclude physicians with no HMO, preferred provider organizations, or capi-
tation contracts.

Source: Terry (1996).

SUPPLY OF HOSPITAL BEDS

The national supply of community hospital beds per 1,000 popu-
lation steadily increased from the 1940s, reaching a peak of 4.6
beds per 1,000 population in 1975. By 1994, the number of beds
dropped to 3.5 per 1,000 population. Among the 9 Census regions,
the East South Central experienced the largest increase from 1.7
per 1,000 population in 1940 to 4.7 in 1980. By 1994, this number
had declined to 4.3, but was still more than twice that of the 1940
figure. In contrast, the New England, Mountain, and Pacific re-
gio)ns had fewer beds per 1,000 in 1994 than in 1940 (see table C-
19).



COMMUNITY HOSPITAL BEDS PER 1,000 POPULATION AND AVERAGE ANNUAL PERCENT CHANGE BY REGION AND STATE, SELECTED

TABLE C-19.

YEARS 1940-1994

Average annual percent change

1960-702

Beds per 1,000 civilian population

Region and State

1980-903  1990-943

1970-80

19501 19602 1970 1980 19903 19943 1940-6012

19401
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SUPPLY OF PHYSICIANS

Physician shortages in the 1950s and 1960s led to Federal and
State initiatives to increase the supply of physicians. Since that
time, however, the number of physicians in the United States has
grown rapidly from 334,028 in 1970 to 720,325 in 1995, a rate over
four times faster than that of the total population. Today, the con-
cern is now focused on a possible oversupply of physicians and its
effect on efforts to control health care spending.

Table C-20 indicates that between 1970 and 1995, the number
of all physicians per 100,000 civilians grew from 161 to 274, a 70
percent increase. Table C—21 shows variations in the supply of non-
Federal physicians relative to population by State. In 1996, the
District of Columbia had the highest ratio (714 physicians per
100,000 population) while Mississippi had the lowest ratio (155
physicians per 100,000 population).

There are also questions as to whether there are too many spe-
cialists and too few primary care physicians to meet the Nation’s
future health care needs and whether a competitive health care
market alone will be able to resolve the imbalance. In 1995, about
39 percent of physicians were in primary care specialties, defined
as general and family practice, internal medicine, obstetrics/gyne-
cology, and pediatrics (see table C—22 for number of physicians by
specialty). The Physician Payment Review Commission’s 1997 An-
nual Report to Congress indicates a moderate trend toward
generalism. The National Resident Matching Program also an-
nounced in March 1997 that 56 percent of U.S. medical school sen-
iors plan to spend at least their first year of residency training in
general practice. This rate has been on the rise since 1991, when
only 44.3 percent of graduates pursued generalist training (Associa-
tion of American Medical Colleges).
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TABLE C—21.—NON-FEDERAL PHYSICIAN/POPULATION RATIOS ! AND RANK BY STATE,

SELECTED YEARS 1970-95

1995

State 1970 1975 1985 1990 1995 rank

AlaDAMA oo 90 103 152 170 202 41
AlASKA e 74 95 137 155 164 49
AMZONA oo 144 185 220 233 239 25
ArkanSas .......oooooeceieeeeeeeeeeee e 92 103 150 165 192 43
California .....coeeeeeeeeeeeeeeeeeeee e 194 219 266 272 275 11
£0l0rado .....c.cveeeveeeceee e 178 186 216 232 257 16
CONNECLICUL oo 192 224 302 332 372 5
DEIAWAIE ..o, 134 155 203 217 246 21
District of Columbia ......cocceveeeeeieee. 390 467 607 658 714 1
FIOrAa o 155 185 236 251 269 12
GBOTZIA vt 108 126 172 187 214 36
HaWaIT oo 160 185 239 266 283 10
[AAN0 oo 94 104 133 142 162 50
HHNOIS e 138 164 217 229 265 14
Indiana 102 116 15 171 200 42
lowa ........ .. 103 113 149 167 189 44
Kansas .... .. 118 137 179 195 223 32
Kentucky 102 122 162 181 211 39
LOUISTANG .ot 120 131 187 200 241 23
MAINE e 111 133 193 208 235 28
Maryland ..o 183 217 334 360 384 4
Massachusetts .........ooooeeerveeeeieern. 207 237 331 364 420 2
MIChiZan ..o 125 145 190 201 232 29
Minnesota .......coocevieeeiceeeee e 151 172 223 240 267 13
MISSISSIPPI cevvrveeeereereereee e 84 94 126 144 155 51
MISSOUIT <. 129 148 195 209 236 27
MONtaNa .....ooeeeeeeeeeeee e 104 116 155 181 214 37
Nebraska ......oocoeeeeeeeeeeeeeeeeeee e, 116 134 170 185 220 33
Nevada .......oocoeeeeeeeeeeeeeeeeeeeee e 114 129 173 175 178 46
New Hampshire ......ccocoevvveeveeieeeiinrennns 140 162 207 227 248 19
NEW JBISEY oo 146 174 243 267 302 8
New MEXICO ... 113 130 184 206 229 30
NEW YOrK oo 236 258 318 339 391 3
North Carolina .......coooeeeeeeeeeeeeeeee. 111 132 18 209 239 24
North Dakota ........cccoooeeiceiicceee 9% 106 168 184 224 31
(0] 1RO 133 147 199 213 242 22
OKIAhOMA ..o 103 113 149 160 177 47
Oregon ......... .. 144 171 215 233 250 18
Pennsylvania .... 152 169 234 256 301 9
Rhode Island 160 194 248 277 328 6
South Caroling .......cccoevevveeeeecceeeeeea 93 114 161 177 212 38
South Dakota ......ocoooeoeeeeeeeeeeeeceeeen 81 90 143 154 187 45
TENNESSEE .ot 119 139 189 210 247 20
TEXAS vt r et 117 135 174 188 206 40
UER e 138 155 185 200 216 35
VErmont ... 187 207 268 288 316 7
VIrginia oo 125 149 214 233 253 17
Washington ..o 149 168 223 241 259 15
West Virginia ...ccooceevveeeeeceeeeeceeee, 104 124 171 183 216 34
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TABLE C—21.—NON-FEDERAL PHYSICIAN/POPULATION RATIOS ! AND RANK BY STATE,
SELECTED YEARS 1970-95—Continued

State 1970 1975 1985 1990 1995 1000

WISCONSIN ettt 120 137 188 207 239 26
WYOMING oo 101 108 140 156 176 48
United States ! ...ocooveeeeveeeeieeee 148 169 220 237 264 ...

1The ratios are for nonfederal physicians per 100,000 civilian population.
2Excludes counts of physicians in U.S. possessions and with unknown addresses.

Source: American Medical Association (1997c).

TABLE C—22.—FEDERAL AND NON-FEDERAL PHYSICIANS: TOTAL AND OFFICE-BASED

ACTIVITY BY SPECIALTY, 1980, 1990, AND 1995

Federal and non-Federal physicians

Specialty 1980 1990 1995
ffi ffi fi
Total gasg(ei Total gasgg Total gasg?j
Allergy immunology 1,518 1,371 3,388 2,453 3,775 2,843
Anesthesiology ...... 15,958 11,338 25,981 17,803 32,853 23,770
Cardiovascular dis-

BASES .eoverrrnenns 9,823 6,729 15,862 10,680 18,998 13,739
Child psychiatry ... 3,217 1,961 4,343 2,615 5,542 3,673
Dermatology .......... 5,660 4378 1,557 6,006 8,563 6,959
Diagnostic radiol-

08Y v 7,048 4191 15,412 9815 19808 12,751
Emergency medi-

CINE v, 5,699 3,362 14,243 8,420 19,112 11,700
Family practice ..... 27,530 18,378 47639 37476 59,345 45,272
Gastroenterology ... 4,046 2,737 7,493 5,200 9,551 7,300
General practice ... 32,519 29,642 22,841 20,517 16,867 14,660
General surgery ..... 34034 22426 38376 24520 37,569 24,086
Internal medicine .. 71531 40,617 98349 57950 115,168 72,612
Neurology .............. 5,685 3,253 9,237 5,595 11,397 7,623
Neurological sur-

GBIY o, 3,341 2,468 4,358 3,092 4,888 3,567
Obstetrics/gyne-

cology ....ovvee.. 26,305 19513 33,697 25485 37,652 29,111
Ophthalmology ...... 12,974 10,603 16,073 13,068 17,464 14,596
Orthopedic surgery 13,996 10,728 19,138 14,199 22,037 17,136
Otolaryngology ....... 6,553 5,266 8,138 6,367 9,086 7,139
Pathology! ............ 13,642 6,081 16,584 7,494 18,320 9,306
Pediatrics 2 ............ 29,462 18,210 41899 27,073 51,956 34,656
Physical medicine/

rehabilitation .... 2,146 1,014 4,105 2,183 5,565 3,400
Plastic surgery ...... 2,980 2,438 4,590 3,835 5,493 4612
Psychiatry .............. 27,481 16,004 35,163 20,146 38,098 23,334
Pulmonary dis-

£ASES ..overerereenn, 3,715 2,048 6,080 3,662 7,453 4,964
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TABLE C—22.—FEDERAL AND NON-FEDERAL PHYSICIANS: TOTAL AND OFFICE-BASED
ACTIVITY BY SPECIALTY, 1980, 1990, AND 1995—Continued

Federal and non-Federal physicians

Specialty 1980 1990 1995
Off offi off
L e
Radiology .............. 11,653 7,802 8,492 6,060 8,038 5,994

Radiation oncology 1,581 1,027 2,821 1,968 3,630 2,633
Urological surgery 7,743 6,228 9,372 7,398 9,886 7,991

Other specialty ...... 5,810 2,418 7,254 2,656 7,307 3,014
Other surgical spe-

cialties3 ......... 2,852 2,261 2,945 2,389 3,300 2,529

Other remaining
specialties® ... 6,071 2,549 71,822 3,316 8,249 3,693
Unspecified ........... 12,289 4,959 8,058 1,554 8,473 2,612
Not classified ........ 20,629 .............. 12,678 .............. 20579
Other categories ° 32,134 ... 55,433 ... 74,303 .o

Total physi-
cians ... 467,679 272,000 615421 360,995 720,325 427,275

Lncludes pathology and forensic pathology.

2Includes pediatrics, pediatric cardiology, and pediatric allergy.

3Includes colon and rectal surgery and thoracic surgery.

4Includes aerospace medicine, general preventive medicine, nuclear medicine, occupational medicine,
medical genetics, and public health.

5Includes inactive and address unknown; these categories are included in total physicians only, not in
office-based practice.

Note.—Data for 1990 and 1995 are as of January 1. Data for 1980 are as of December 31.

Source: American Medical Association (1997c).

In 1995, there were 98,035 residents in training. The number of
U.S. medical school graduates, which rose rapidly in the late 1960s

and early 1970s, has been relatively stable since 1980 (see table C—
23).
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TABLE C-23.—MEDICAL SCHOOL GRADUATES, FIRST-YEAR RESIDENTS AND TOTAL
RESIDENTS, 1965-95

Medical )
tear oS st
196D et 7,409 9,670 31,898
L9BO ettt 7,574 10,316 31,898
L1967 e 7,743 10,419 33,743
L9B8 ettt 7973 10,464 35,047
1969 et 8,059 10,808 37,139
1970 et 8,367 11,552 39,463
1971 e 8,974 12,066 42,512
1972 e 9,551 11,500 45,081
1973 e 10,391 11,031 49,082
L9740 e 11,613 11,628 52,685
1975 e 12,714 13,200 54,500
L1976 et (1) 14,258 56,872
1977 e 13,607 15,900 59,000
1978 et 14,393 16,800 63,163
1979 e 14,966 17,600 64,615
1980 e 15,135 18,702 61,465
OO 15,667 18,389 69,738
1982 e 15,985 18,976 69,142
1983 e 15,824 18,794 73,000
L9BA e 16,327 19,539 75,125
L98Y e 16,319 19,168 75,514
198O .o 16,125 18,183 76,815
1987 e 15,836 18,067 81,410
1988 e 15,887 17,941 81,093
1989 e 15,620 18,131 82,000
1990 e 15,336 18,322 82,902
1991 e 15,481 19,497 86,217
1992 e 15,386 19,794 88,620
1993 e 15,512 21,616 96,469
L1994 e 15,579 19,293 97,832
1995 e 15,911 21,372 98,035

INot available.
Source: American Medical Association (various years).

The number of residency positions occupied by international
medical graduates (IMGs) has fluctuated over the period 1971-95.
Due to stricter immigration laws and more rigorous competency re-
quirements, IMGs dropped from over 40 percent of all residents in
1971 to about 17 percent in 1985. Since then, however, the percent-
age of IMGs in training in the United States has almost doubled,
from 12,509 in 1985 to 24,983 in 1995 and is now at 25 percent
of all residents in training (see table C—24).
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TABLE C—24.—INTERNATIONAL MEDICAL GRADUATE RESIDENTS ! BY CITIZENSHIP,
SELECTED YEARS 1971-95

Tl ees VS citens TR
17,515 11 1063 16452
16.634 29 1783 14851
1159 17 2908 8688
14084 19 4%l 9123
12509 17 688 5609
17017 20 5107 11910
19,084 22 5015 214069
22,706 24 505 17650
23499 20 1285 19214
24,982 25 4030 20952

1IMGs are defined by location of education.
2Includes 6,192 permanent resident aliens.

Source: American Medical Association (various years).

HEALTH INSURANCE STATUS IN 1995

Most people have some form of health insurance. In 1995, an es-
timated 84.6 percent of the total noninstitutionalized population
had public or private coverage during at least part of the year.
However, an estimated 40.6 million Americans, or 15.4 percent of
the population, were without coverage in 1995. Almost all of the
uninsured were under age 65; consequently, 17.3 percent of the
nonelderly population were uninsured. This section examines char-
acteristics of both the insured and the uninsured populations in
1995, and reviews trends in health insurance coverage over the
1979-95 period (see Smith 1996).

Estimates of health insurance coverage in 1995 are based on
analysis of the March 1996 Current Population Survey (CPS), a
household survey by the Department of Commerce’s Census Bu-
reau. Each year’s March CPS asks whether individuals had cov-
erage from selected sources of health insurance at any time during
the preceding calendar year. Thus, the March 1996 CPS reflects re-
spondents’ recollections of coverage during all of 1995.1

HEALTH INSURANCE COVERAGE AND SELECTED POPULATION
CHARACTERISTICS

Age

Table C—25 provides a breakdown of health insurance coverage
by type of insurance and age. In 1995, young adults ages 18 to 24
were the least likely to have health insurance. While 51 percent of
this group were covered under an employment-based plan, over
one-fourth (28 percent) had no health insurance. These young
adults comprised 9 percent of the U.S. population, but 17 percent
of the uninsured population. These individuals are often too old to
be covered as dependents on their parents’ policies, and as entry-

1Some analysts have suggested that respondents may actually be reporting their coverage sta-
tus at the time of the survey, rather than for the previous year.
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level workers they do not have strong ties to the work force; some
may choose to remain uninsured and spend their money on other
items. After age 25, the percentage of people with health insurance
increases. Of those age 65 and over, 96 percent were covered by
Medicare and/or Medicaid, and 1 percent were uninsured. The re-
mainder of this section focuses on the population under age 65.

TABLE C-25.—HEALTH INSURANCE COVERAGE BY TYPE OF INSURANCE AND AGE, 1995

Type of insurance !

Population Emplov- Medi .
Age (Ilrilorznsl)l_ rrrl]1zr?ty :n'(li%;e ngggfgﬁp Military3  Uninsured
(Bgrsceedni) “?33#335)3 (percent)  (Percent)  (percent)
Under 5 e, 20.1 571.7 30.2 3.2 1.7 13.5
517 e, 51.1 64.5 20.8 5.0 2.0 13.9
18-24 ..o 24.8 51.2 12.3 9.9 2.8 28.2
25-34 . 40.9 64.7 8.9 47 1.2 22.9
3554 . 74.7 72.7 1.5 5.6 2.6 15.2
5559 e, 11.3 70.3 10.5 1.7 4.7 13.2
6064 ....oovvi 9.8 62.9 15.2 11.8 7.1 13.6
B9t e, 31.7 35.2 96.4 335 3.6 1.0
Total ............ 264.3 61.8 235 9.2 2.6 15.4

1People may have more than one source of health insurance; percentages may total to more than
0

Z'Group health insurance through employer or union.
3 Military health care or veterans coverage.

Source: Congressional Research Service analysis of data from the March 1996 Current Population Sur-
vey.

Other demographic characteristics

Table C—26 shows the rate of health insurance coverage by type
of insurance and selected demographic characteristics—race, family
type, region, and poverty level—for people under age 65. In 1995
whites were most likely to have health insurance (87 percent) while
Hispanics were least likely (65 percent). Hispanics comprised 12
percent of the under 65 population, but were 23 percent of the un-
insured population; comparable numbers for blacks were 13 percent
and 17 percent, respectively. The rate of employment-based health
coverage was highest among whites (73 percent) and the rate of
Medicaid/Medicare coverage was highest for blacks (29 percent). 2

People in male-headed or two-parent families with children were
most likely to be insured (86 percent), followed by those in female-
headed families with children (81 percent) and in families with no
children (80 percent). While the rates of coverage were similar for
male-present (one- or two-parent) and female-headed (single-
parent) families with children, the sources of coverage were quite
different: coverage was employment based for 73 percent of male-
present families compared to 37 percent of female-headed families,
while coverage came from Medicaid/Medicare for 10 percent of

2Medicaid covered 12 percent of the nonelderly population and Medicare covered less than 2
percent. About 27 percent of blacks had Medicaid coverage.
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male-present families compared to 43 percent of female-headed
families.

People living in the Midwest were more likely to have insurance
(88 percent) than people in the Northeast (86 percent), West (80
percent), and South (80 percent). About 70 percent of those living
in the Northeast and Midwest had employment-based health insur-
ance compared to about 60 percent in the South and West.

TABLE C—26.—HEALTH INSURANCE COVERAGE BY TYPE OF INSURANCE AND
DEMOGRAPHIC CHARACTERISTICS FOR PEOPLE UNDER AGE 65, 1995

Type of insurance (percent) !

Population —
(in millions) Embpalgz(rjngnt MISI(éIdCiaclz;jreor Other®  Uninsured
Race/ethnicity:
White oo 164.2 72.9 8.8 9.4 13.3
3] F: T 30.6 48.8 29.2 5.6 22.3
Hispanic ......ccocevvvecvnnenen 21.0 413 23.1 3.6 34.9
01111 GO 10.8 58.5 17.9 9.0 20.3
Family type:
Female-headed with chil-
dren oo 30.0 36.8 43.0 6.6 19.3
Male- or two-parent-head-
ed with children ........... 114.6 13.4 10.3 6.5 14.4
No children ........cccevveeee. 88.0 64.7 79 109 20.4
Region:
Northeast .......ccccoevvvvenee. 447 69.2 13.1 6.4 14.5
Midwest .....coveereieienen. 54.4 72.1 12.1 8.0 12.3
SOUth v 81.0 61.7 13.8 9.0 20.5
West oo 52.6 60.8 15.3 8.7 20.1
Poverty level:
<1.0 of poverty ................. 33.7 15.3 49.1 1.4 32.9
1.0-1.49 of poverty .......... 20.9 37.2 26.3 105 324
1.5-1.99 of poverty .......... 22.1 56.0 14.3 9.1 27.2
2.0+ of poverty ................ 156.0 81.3 4.1 7.9 10.5
Total oo 232.7 65.4 13.6 8.2 17.3

IPeople may have more than one source of health insurance; percentages may total to more than
00

Z'Group health insurance through employer or union.
3 Private nongroup health insurance, veterans coverage, or military health care.
41n 1995, the weighted average poverty threshold for a family of four was $15,569.

Source: Congressional Research Service analysis of data from the March 1996 Current Population Sur-
vey.

Among individuals with incomes at least two times the poverty
level, 90 percent had health insurance compared to 67 percent of
the poor (i.e., those with incomes less than the poverty level). The
poor accounted for 14 percent of the under 65 population, but were
28 percent of the uninsured. Only 15 percent of the poor received
health coverage through employment, while 49 percent had either
Medicaid or Medicare coverage. Over 80 percent of people with in-
comes at least two times the poverty level were covered through an
employer, and 4 percent had Medicaid or Medicare coverage.
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Employment characteristics

Table C-27 shows the rate of health insurance coverage by em-
ployment characteristics for people under age 65 who were workers
or their dependents. In 1995, the rate of employment-based health
insurance coverage increased as firm size increased. Among work-
ers and dependents of workers in large firms (1,000 or more em-
ployees), 91 percent were insured compared to 69 percent in small
firms (under 10 employees). People in small firms accounted for 17
percent of the under 65 population but 30 percent of the uninsured.
Insurance coverage varied according to industry as well. Agri-
culture and personal services had the highest proportion of unin-
sured workers and dependents—over 30 percent. Employment-
based coverage was most likely for workers and dependents in pub-
lic administration, finance/insurance, mining, and manufacturing of
durable goods. Among workers, 86 percent of those employed full
time, full year had health insurance and it was most often obtained
through their own employment (69 percent); their dependents had
comparable levels of coverage. Workers with part-time, part-year
employment had an insured rate of 68 percent. Workers who
worked less than full time, full year and their dependents rep-
resented 20 percent of the population, but 31 percent of the unin-
sured, while nonworkers were 12 percent of the population and 17
percent of the uninsured.

CHARACTERISTICS OF THE UNINSURED POPULATION UNDER AGE 65

As reported above, people who lack health insurance differ from
the population as a whole: they are more likely to be poor, young
adults, Hispanic, and work for small firms. Chart C-3 illustrates
selected characteristics of the uninsured population under age 65
in 1995—age, race, poverty level, region, firm size, and labor force
ties. Almost one-fourth (24 percent) of the uninsured were under
age 18, and 54 percent were white. A large proportion (41 percent)
had incomes two or more times the poverty level, while 28 percent
were poor. Forty-one percent of the uninsured lived in the South,
and 30 percent worked or were dependents of workers in small
firms (one to nine employees). Over half (52 percent) were full-
time, full-year workers or their dependents, 31 percent had less
than full time attachment to the labor force, and 17 percent had
no labor force ties.
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TABLE C—27.—HEALTH INSURANCE COVERAGE BY EMPLOYMENT CHARACTERISTICS !
FOR PEOPLE UNDER AGE 65, 1995

Type of insurance (percent) 2
Population

(in millions) Frol_r;lbgwn Frorr;ogtglers Other4 Uninsured
Firm size: 5
Under 10 .o 38.8 16.5 21.5 21.8 30.7
1024 oo 18.5 274 318 18.9 24.7
2599 26.3 355 34.2 15.3 18.9
100499 .o 28.8 41.1 37.6 11.6 13.4
500-999 ..o 12.1 42.8 385 11.9 11.0
10004 e 80.4 441 40.0 12.0 8.5
Industry:
Agriculture ...ocooeeviieiecea 6.0 14.8 23.9 31.6 32.9
Mining oo 1.4 34.8 47.9 10.7 10.3
Construction ......coceeveveveerene 15.3 24.2 32.7 16.9 29.2
Durable goods ......ccccccvvvveeees 23.7 39.9 44.1 9.9 10.2
Nondurable goods ................. 15.0 40.3 374 12.1 13.8
Transportation ........ccc.coceevne. 16.1 39.0 42.7 10.8 11.7
Wholesale trade .................. 8.7 36.1 40.7 12.6 14.0
Retail trade ..o 29.6 27.9 28.2 225 25.1
Finance/insurance ................. 12.1 447 37.7 11.7 9.0
Business Services ............... 12.8 21.2 30.5 21.0 24.9
Personal services ................. 6.0 21.6 21.7 28.6 30.9
Entertainment ..o 2.9 34.2 29.6 21.0 18.4
Professional services ............ 43.0 42.5 35.1 15.3 10.8
Public administration ........... 12.3 456 453 11.5 4.3
Labor force attachment of
workers:
Full time, full year ................ 87.4 69.4 10.9 8.5 13.7
Part time, full year ............... 6.9 40.3 10.1 25.6 26.8
Full time, part year ............... 16.5 479 6.3 19.7 29.7
Part time, part year .............. 1.3 26.4 10.0 35.0 32.0

Labor force attachment of
workers’ dependents: !

Full time, full year ................ 72.1 0.0 76.9 15.1 12.7
Part time, full year ............... 3.2 0.0 40.7 38.7 25.6
Full time, part year ............... 8.8 0.0 43.2 444 21.6
Part time, part year .............. 2.7 0.0 23.9 64.6 19.5
Not in labor force ........ccccovvnee.. 21. 12. 8.6 59.1 24.7
Total oo 232.7 33.0 32.5 21.1 17.3

LFor dependents, employment characteristics are for the person providing dependent coverage under
employment-based or private insurance. If other coverage, characteristics are from the head of household
or spouse if head is not employed.

2People may have more than one source of health insurance.

3Group health insurance through employer or union.

4Medicare, Medicaid, private nongroup health insurance, veterans coverage, and military health.

5For persons who worked and their dependents.

6Person was retired, disabled, or answered questions inconsistently.

Source: Congressional Research Service analysis of data from the March 1996 Current Population Sur-
vey.
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CHART C-3. CHARACTERISTICS OF THE UNINSURED POPULATION UNDER AGE 65, 1995

RACE/ETHNICITY POVERTY RATIO
White
543%

1.0-1.49 Less than 1.0

27.6%

16.9% Hispanic
23.4% o

1024 19 FT workers
/29.6% Dependents of FT workers 297%

Northeast
16.1%

100-499 ’ None
17.0%

17.0%
No ties to work force

7

Less than Flotkers =
8.0%

Dependents of less than FT workers

T
1,000+
16.9%

REGION FIRM SIZE TIES TO WORK FORCE
Note.—Totals may not equal sum of rounded components.

Source: Congressional Research Service analysis of data from the March 1996 Current Population Survey.

TRENDS IN HEALTH INSURANCE COVERAGE

Trends in coverage by type of insurance for the noninstitu-
tionalized U.S. population under age 65 are shown in table C-28.
Data for 1980 are not available because the CPS omitted some
health insurance questions for that year. Changes in the CPS ques-
tionnaire, on which these rates are based, preclude direct compari-
sons between three time periods: 1979-86, 1987-93, and 1994-95.3

3Beginning with the 1987 data, the survey asked about employment-based coverage for all
persons over 14, when before only workers were asked about such coverage. Moreover, the
newer surveys included additional questions regarding coverage of children. As a result, the
number of people with employment-based coverage increased, especially among retirees, and the
number of children with coverage also increased.

Beginning with the 1994 data, the survey asked additional questions about private health in-
surance, and changed the order of questions such that questions about private coverage pre-
ceded questions about other forms of health insurance. As a result, the number of people esti-
mated to have private coverage increased, and the distribution of coverage between group and
nongroup shifted toward more group coverage. Care must be exercised when considering these
numbers. Also note that individuals may have had more than one source of coverage.
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Between 1979 and 1986, the percent covered by all forms of
health insurance decreased, with a decrease of 3 percentage points
between 1979 and 1984 and a slight increase between 1984 and
1986, but not to levels shown previously. Between 1979 and 1986,
the percent of the population insured by government programs re-
mained roughly stable, and the percents with employment-based
and other coverage steadily declined. Between 1987 and 1993, the
percent covered also declined by about 3 percentage points, from
about 86 percent to 83 percent. During this period, the percent
with employment-based coverage continued to decline steadily, the
percent with Medicare or Medicaid increased, the percent with
other types of coverage declined and then rose to about where it
was in 1987, and the percent uninsured continued to steadily in-
crease. Since 1993 the percent covered has been about the same (83
percent). The large changes between 1993 and 1994 in employ-
ment-based and other coverage, which includes private nongroup
coverage, appear to be a function of changes in the CPS question-
naire.

Differences in coverage between 1986 and 1987, and between
1993 and 1994, are a function both of changes in the CPS question-
naire and actual changes in coverage. Assuming that all differences
between 1986 and 1987, and between 1993 and 1994, are due to
questionnaire changes and no changes in coverage patterns oc-
curred during these transition periods, we can estimate trends
from 1979 to 1995. Over this period, the percent with employment-
based coverage decreased by about 9 percentage points. From 1979
through 1986, the percent with employment-based coverage de-
clined by 2.6 percent points, from 68.6 to 66.0 percent. From 1987
through 1993, the decline was 6.2 percentage points. If we assume
no change in insurance coverages from 1986 to 1987, and from
1993 to 1994, the total decline from 1979 to 1994 was 8.8 percent-
age points (i.e., 2.6 percentage points plus 6.2 percentage points).
The percent with employment-based coverage increased slightly be-
tween 1994 and 1995, from 65.3 to 65.4 percent. Note that the de-
creases in coverage do not equal the increases in uninsured be-
cause some individuals had more than one type of coverage. Simi-
larly, over the 1979-95 period, the percent with Medicaid or Medi-
care increased by about 4 percentage points, the percent with other
types of coverage declined by about 4 percentage points, and the
percent uninsured increased by approximately 6 percentage points.

UNCOMPENSATED CARE COSTS IN PPS HOSPITALS,
1980-95

Uncompensated care is a term used to describe services provided
to patients who are unable or unwilling to pay. It includes charity
care and bad debts. Charity care is care for which no payment is
expected. Bad debts are charges not paid by uninsured individuals,
including copayments not paid by insured individuals. For this
analysis, hospital charges have been adjusted to reflect the cost of
care that was provided but not paid for.

Public hospitals and some private institutions receive govern-
ment operating subsidies that at least partially offset their uncom-
pensated care costs. These subsidies are not always directed spe-
cifically toward charity care, but they nonetheless serve to lessen
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the burden of a high charity care load. This analysis examines un-
compensated care both before and net of government subsidies.

The financial burden of uncompensated care increased substan-
tially in the first half of the 1980s, as shown in table C—29. Be-
tween 1980 and 1986, uncompensated care costs before government
subsidies grew at an annual rate of 14.7 percent, rising from $3.9
billion to $8.9 billion. By 1992, uncompensated care costs had
grown to $14.9 billion. Since 1992, this trend leveled off, with un-
compensated care rising at 5.4 percent per year. While uncompen-
sated care was rising rapidly during the 1980s, government sub-
sidies were increasing at a much slower rate. In 1980, the propor-
tion of uncompensated care costs offset by State and local govern-
ment operating subsidies was 27.8 percent. By 1986, that propor-
tion had fallen to 22.3 percent, and by 1992, subsidies to all com-
munity hospitals equalled only 18.9 percent of uncompensated care
costs. In the early 1990s, subsidies grew somewhat more rapidly,
but they have fallen sharply since 1993, covering only 18.0 percent
of uncompensated care costs in 1995. In that year, uncompensated
care losses—that is, costs net of government subsidies—totaled
$14.3 billion.

These trends are reflected in chart C—4, which compares uncom-
pensated care costs to total hospital expenses in each year. In 1980,
5.5 percent of the resources expended by community hospitals were
for patients who could not or would not pay for their care. After
accounting for government subsidies, the uncompensated care bur-
den was 3.9 percent. By 1986, uncompensated care costs hit their
peak of 6.4 percent of total expenses, and uncompensated care
losses rose to 4.9 percent. In the early 1990s, uncompensated care
costs have fallen to just over 6 percent of total expenses, while un-
compensated care losses have stayed at 5 percent of total expenses.

The burden of uncompensated care is borne by hospitals in every
group, but some types of hospitals devote a higher percentage of
their resources than others to this care (see table C-30). Hospitals
in urban areas had uncompensated care costs equal to 6.3 percent
of their total expenses in 1995, compared with 5.0 percent for rural
hospitals. However, hospitals in the major cities also receive the
bulk of subsidies from State and local governments, so their un-
compensated care losses are lower than their uncompensated care
costs.

Among major teaching hospitals (those with at least 0.25 resi-
dents per bed), there is a sharp difference between those that are
public and those that are privately owned: Public major teaching
hospitals in 1995 devoted 18.4 percent of their resources to patients
who could not or would not pay, and sustained losses on these pa-
tients equal to 9.8 percent of their total costs. Public teaching hos-
pitals with fewer residents per bed sustained even greater losses
on uncompensated care, because they receive fewer subsidies than
their larger counterparts.



1112

'S|eNdsoH 40 A3AING |enuuy UO0IRIJ0SSY |BNASOH UBJLBWY By} WOl elep Jo SISA|eUB UOISSILIWOY JuBWSSassy Juawhed 8AI1309dsold :89In0S

"sjusuodwod papunos jo wns [enbs jou Aew sjejo|—ajoN

‘Jeydsoy yaea je $1s00 a1ed pajesuadwooun [elo} 0} dn ‘JUBLILISAOS [J0] Pue BJBIS WOJ) SAIPISGNS ||B 3pN|oul Sapisqns Suijesado JUBLILIBAOY |

081 €61 66l 681 €¢C 8L¢C " (Juaduad ur) salpisqns juswuianos Aq
PaJan0d $1S09 aled pajesuadwoaun Jo uoipodold
9 6 1ol ] ¢l 971 170 69 Q7 SIpISqNS
JusWUuIBA03 J0 18U S1S0D a8ied pajesuadwoouf
L'E 09 6ot 't A It 8¢ 0¢ | [ S3IPISqNS 3uljelado JuawiuIanos
e 68 191 C1$ 8918 618 6718 688 R SaIpISqns
JualiuIan0s  2l0jaq S1S00 aled pajesuadwoaupn
662661 26-9861 980861 G661 661 €661 2661 9861 0861

agueyd juadlad |enuue agelany (suoif|1q) Junowy

G6-086T SYVIA 03LFNIS 'SAIAISANS HNILYYIO INIWNYIA0D ONY SLSOJ F¥YI CILYSNIAINOINN TVLIASOH ALINNINNOI—62—9 318vL



1113

CHART C—4. UNCOMPENSATED CARE AS A PERCENTAGE OF TOTAL COMMUNITY
HOSPITAL EXPENSES, 1980-95

7% T
" W
5% |

o W

3%

Percent

2% + —e—Uncompensated care costs before government subsidies

—B—Uncompensated care costs net of government subsidies

1%

0% + + + + + + + + + t + i
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1983 1994 1995
Year

Note.—Government operating subsidies include all subsidies from State and local government, up to total
uncompensated care costs for each hospital.

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital Asso-
ciation Annual Survey of Hospitals.

Uncompensated care costs and losses are highly concentrated
among a relatively small group of hospitals, particularly in urban
areas: Urban hospitals that devote at least 45 percent of their total
resources to poor patients (including uncompensated care, Medic-
aid, other indigent care patients, and poor Medicare patients) have
a very high share of uncompensated care costs, and sustain losses
on nonpaying patients equal to 12.7 percent of their total costs.

The burden of uncompensated care also falls disproportionately
on public and voluntary hospitals. Proprietary hospitals provide the
least care to nonpaying patients, only 4.1 percent of their total
costs.
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TABLE C—30.—COMMUNITY HOSPITAL UNCOMPENSATED CARE COSTS AS A PROPORTION
OF TOTAL COSTS, BY HOSPITAL GROUP, 1995

[In percent]

Uncompensated care Uncompensated care

Hospital group costs, before govern- costs, net of govern-
ment subsidies ment subsidies
Urban e 6.3 5.3
Rural oo 5.0 46
Major teaching, public 18.4 9.8
Major teaching, private 5.6 5.4
Other teaching, public 12.5 10.4

Other teaching, private 43
Nonteaching, public ........ 6.3 5.0
Nonteaching, private .........ccccocvevivcvccciciennes 45
Low-income patient cost share:
Urban

Less than 25 percent 3.9 3.9
25 percent—45 percent 6.5 5.9
45 percent+ ..o 20.2 12.7
Rural
Less than 25 percent .................. 4.0 3.8
25 percent—45 percent ..... 6.6 5.9
45 percent+ .....coveeveeneen 8.0 6.6
Voluntary ....cccoevvvveveveiennn, 46 45
Proprietary .......ccccoue..e. 41 41
Urban government .......ccccocoeveevccevcceecnan 14.6 8.7
Rural government ........ccocoevveeercceceeeeennn 5.8 4.6

Note.—Government operating subsidies include all subsidies from State and local government, up to
total uncompensated care costs at each hospital.

Source: Prospective Payment Assessment Commission analysis of data from the American Hospital As-
sociation Annual Survey of Hospitals.

INTERNATIONAL HEALTH SPENDING

This section analyzes trends in health expenditures for 24 Orga-
nization for Economic Cooperation and Development (OECD) coun-
tries from 1970 to 1995. Table C-31 illustrates total health expend-
itures as a percentage of gross domestic product (GDP). In 1970,
the mean percent of GDP spent on health care by OECD countries
was 5.1 percent with the United States being 45 percent higher
than the average with 7.4 percent. By 1995, the overall mean per-
cent of GDP devoted to health expenditures had increased to 8.1
percent while U.S. health spending as a share of GDP had in-
creased to 14.1 percent, 74 percent greater than the OECD aver-
age.

The second to the last column in table C-31 presents per capita
health expenditures denominated in U.S. dollars. The last column
illustrates public health expenditures as a percent of total health
spending. This public percentage ranged from 44.8 in the United
States to 91.8 in Luxembourg. The OECD average was 75.5 per-
cent.
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