
SPECIAL ANALYSIS L

FEDERAL HEALTH PROGRAMS *

Federal outlays for health are estimated to rise to $18.3 billion in
1970 equal to 9% of all Federal outlays. Comparable figures for 1969
and 1968 are $16.3 billion and 9% and $14.1 billion and 8%.

Federal health outlays will represent a growing share of national
expenditures for health in 1970—continuing a trend which began in
1967—due to the assumption of Federal financial responsibility for a
significant portion of the health care needs of the aged and the poor.
In 1966 Federal funds accounted for 13% of the $42 billion total
national expenditures for health, State and local funds, 13% and
private expenditures, 74%. In 1968, national expenditures for health
rose to $53 billion of which Federal funds financed 24%, State and
local remained at 13% and private sources dropped to 63%. It is
estimated that in 1970 the Federal share of total national health
outlays will approach 30%.

The new Federal health care programs have not merely resulted in
a shift of the financial burden from State and local governments and
private sources to the Federal Government. Since the initiation of the
major health financing programs, a broader spectrum of services are
being utilized nore often by a larger number of persons.

Table L-1. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

Development of health resources, total

Health research
Training and education
Construction of hospitals and health facilities
Improving the organization and delivery of health services

Provision of hospital and medical services, total

Direct Federal hospital and medical services __
Hospital and medical services, indirect

Prevention and control of health problems, total _

Disease prevention and control
Environmental control
Consumer protection

Total outlays from Federal and trust funds

1968
actual

2,803

1,547
687
470
100

10,764

2,738
8,025

565

386
54

125

14,132

1969
estimate

3,057

1,476
841
595
145

12,518

2,896
9,622

741

506
83

151

16,316

1970
estimate

3,496

1,639
932
728
197

13,977

2,996
10,981

804

522
102
180

18,277

1 This analysis summarizes the medical and health related expenditures of the Federal Government.
It includes activities classified in the "Health and Welfare" function as well as health programs
which are undertaken and classified as part of another function such as "National Defense," "Educa-
tion and Manpower", or "Veterans Benefits and Services."
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The new emphasis of Federal outlays in the health care sector has
resulted in a fundamental shift in the distribution of the Federal
health dollar. As indicated in the historical table L-17, in 1960, 63%
of the Federal health dollar was devoted to medical research and to
health care for direct Federal beneficiaries such as veterans and mem-
bers of the Armed Forces and their dependents. Only 13% was spent
on personal health services for the general population. In 1970 outlays
which help finance health services will rise to 60% of Federal health
outlays. Although health service financing programs have been
the fastest growing segment of the Federal health effort, other Federal
health programs have kept pace with the growing needs of the Nation.
Table L-l shows the distribution of Federal health outlays by func-
tional category for the years 1968-70.

DEVELOPMENT OF HEALTH RESOURCES

Federal programs aimed at enlarging the health resources of the
Nation include health research, health manpower training and
education, construction of medical and health facilities and efforts
directed toward improving the organization and delivery of health
services. The combined outlays for these programs will rise to almost
$3.5 billion in 1970.

Health research.—Federal expenditures for health research wil
rise to $1,639 million in 1970, an increase of $163 million over 1969.
The Federal Government currently provides approximately 65% of
all funds for health research with about 25% coming from industry and
the remaining 10% contributed by foundations and voluntary health
agencies.

The Nation's medical schools, universities, and other nonprofit
institutions will receive approximately three-fifths of total Federal
outlays for the conduct of health research in 1970. Federal laboratories
and clinics will accoujit for one-quarter of Federal expenditures for
health research, with the remainder supporting research conducted
by private industry and others.

Some 13 Federal agencies support or conduct health research, with
the Department of Health, Education, and Welfare accounting for
71% of the total Federal expenditures for this activity. Other agencies
contributing in a major way to health research through activities of
particular importance to the agency's mission include the National
Aeronautics and Space Administration, the Atomic Energy Commis-
sion, the Department of Defense, and the Veterans Administration
(see table L-20).

The National Institutes of Health and the National Institute of
Mental Health, the principal operating agencies in the area of health
research, account for over 62% of the Federal total for such expendi-
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1 5 0 THE BUDGET FOR FISCAL YEAR 1970

tures. Approximately 12,800 project grants will be funded by NIH
and NIMH in 1970, amounting to $728 million. In addition to grant
support, the laboratories and clinics of NIH and NIMH represent
the largest single complex in the world for the conduct of health
research. Major "targeted" research programs have been initiated to
construct artificial heart-assist and heart-replacement devices, to
build an improved artificial kidney, to develop vaccines against
pneumonia and cholera, to find drugs effective against cancers of
various types and to find improved means of regulating human fertility.

In the period from 1947 to 1968, NIH and NIMH outlays for
health research amounted to approximately $6.6 billion, with 60%
of this amount spent in the period 1964-68.

The result of these expenditures has been to increase knowledge in
all fields related to health and to improve the quality of medical
education and medical care. One noteworthy advance of recent
years directly attributable to Federal support is the development
of a vaccine to protect against German measles, or rubella. The
importance of this vaccine is illustrated by the statistics of the last
rubella epidemic in the United States, 1963-65: 30,000 fetal deaths
and the birth of 20,000 deformed children.

Two of the principal older areas of health research activity are
cancer and cardiovascular (heart and circulatory system) disease.
In 1966, about 300,000 people in the United States died of cancer;
917,000 were treated for the disease at a cost estimated at over $1.4
billion. More than 1 million people died of cardiovascular diseases in
this country in 1966 while 3.4 million people were disabled to some
degree with treatment costs estimated at over $4.2 billion.

To reduce deaths and to develop methods of prevention and im-
prove treatment of these diseases, Federal outlays for selected "tar-
geted" efforts in 1970 will total $171 million for cancer research and
$153 million for cardiovascular research. Other areas of health re-
search receiving significant Federal support are research programs in
mental health, neurological diseases and blindness, and in the effects
and control of air pollution and other environmental factors (see table
L-2).

As a result of advances in cancer research, certain types of cancer
can now be cured; thelifespan of leukemic children undergoing drug
therapy is 12 times longer than it was a generation ago. Progress
in studies of the heart and circulatory system in man have already
led to better treatment for heart attack victims. Other recent health
research advances receiving significant Federal support are exem-
plified by programs as diverse as the clinical testing of the first drug
showing effectiveness against Parkinson's disease and in the sys-
tematic unraveling of the cause of dental caries through dental
research.
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Table L-2. FEDERAL OUTLAYS FOR HEALTH RESEARCH (in millions of dollars)

Basic and targeted research
Selected targeted research:

Cancer research __
Cardiovascular research
Mental health research
Neurological diseases and blindness research
Air pollution and environmental researchJ

Research facilities construction

Research, total

1968

1,482

(181)
(158)
(46)

(113)
(63)
65

1.547

1969

1.417

(155)
(140)
(52)
(95)
(76)
59

1.476

1970

1.564

(171)
(153)

SSt
7

1,639

1 HEW only. Estimates for other agencies not available.

Training and education.—With the increase in demand for medi-
cal, dental, and other health services, the need for a great many more
highly trained health professional and auxiliary personnel has become
urgent. The Nation's medical, dental and other health professions
schools have a total current enrollment of about 241,000 students. The
number graduating each year is far short of current and projected
needs for these personnel.

In order to overcome health manpower shortages, the Federal Gov-
ernment has undertaken programs to help construct and support insti-
tutions training these personnel; to support students in the health
professions through scholarships and loans; and to expand possibilities
for such training through the use of its own extensive hospital and
research facilities. In 1970, the Federal Government will spend $932
million for these purposes (see table L-20). Expenditures of S812
million will provide training for an estimated 305,000 students and
trainees in the health professions (see table L-3).

Table L-3. FEDERALLY AIDED HEALTH TRAINING

Degree or certificate training:
Research training
Physician training

Completing training _ _ .
Dentist training _ _ _

Completing training
Nurse training

Completing training
Other health professions training.

Completing training
Paramedical training

Completing training
All other training

Total _ .

Outlays
(in millions of dollars)

1968

106
82

15

53

58

8

305

626

1969

120
112

24

57

71

9

359

752

1970

118
133

33

56

80

10

381

812

AND

(in

1968

13.7
26.2
4.3
9.5
2.3

38.9
16.2
14.5
5.3
6.7

19.8
79.4

236.8

EDUCATION

Numbers
thousands]

1969

14.3
31.5
4.8

10.5
2.4

45.0
18.6
18.8
6.4
9.2

25.3
117.5

304.3

1970

13.5
27.1
3.4
9.6
2.1

42.6
16.6
19.5
6.9
9.7

27.6
126.1

304.7

Numbers in any given year may reflect the impact of expenditures in prior years.
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152 THE BUDGET FOR FISCAL YEAR 1970

Outlays for the development of research manpower through fellow-
ship awards to students and training grant awards to teaching institu-
tions will amount to approximately $118 million in 1970 and will aid
an estimated 13,500 medical and research personnel in their degree
training.

Outlays of $121 million in 1970 will also support the construction of
an estimated 768 additional first-year places in the Nation's new and
existing health professions schools (an increase of 3% in the total
number) and the construction of approximately 570 additional first-
year places in nursing schools (see table L-4).

Approximately one-half of the total of Federal expenditures for
health education in 1970 is administered by the Bureau of Health
Manpower of the National Institutes of Health, principally in the
form of grants to institutions, and about one-quarter of the total is
expended by the Department of Defense and the Veterans Administra-
tion, principally in providing for the training of manpower for the
health care needs of service personnel, dependents, and veterans.

Table L-4. FEDERALLY AIDED HEALTH PROFESSIONS SCHOOL
CONSTRUCTION

Medical schools
Dental schools. __ __
Other health professions schools
Nursing schools
Allied health professionals schools. _

Total

(in millions of dollars)

1968

43
9
1
8
*

61

1969

60
15
3

11
*

89

1970

81
19
4

17
*

121

1968

450
200
164

1,336
337

1969

279
114
94

1,235
400

1970

439
180
149
570

"Less than $500 thousand.
1 Numbers reflect the impact of obligations in given years.

Construction of health care facilities.—In 1970, Federal out-
lays of $323 million will support the construction and modernization
of community hospitals and other health care facilities, an increase of
$60 million over 1969. In addition $201 million will be spent for
the construction of hospitals and health facilities by VA, DOD, and
HEW, which operate about 174,000 inpatient beds and national net-
works of ambulatory care facilities for their own beneficiaries.

Support for construction of community-operated health facilities is
provided primarily through the Hill-Burton Hospital Construction
program. From the enactment of the Hill-Burton legislation in 1946
through June 30, 1968, 413,797 beds have been approved for construc-
tion or modernization at a total cost of over $10 billion, of which $3.1
billion represents the Federal share. In 1969 and 1970, it is estimated
that an additional 51,000 new or modernized beds will be approved
for construction.

Through the efforts of the Hill-Burton program, severe national
shortages of hospital beds have been virtually eliminated. The table
below summarizes the achievements of the program.
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Table L-5. HILL-BURTON PROJECTS APPROVED, COMPLETED, AND IN
OPERATION, JULY 1, 1947-JUNE 30, 1968

Type of facility

Total projects approved

Beds
or

(projects)

Cost (millions)

Total Federal
share

Projects completed and in
operation

Beds
or

(projects)

Cost (millions)

Total Federal
share

Total

General hospitals
Long-term care
Mental hospitals
Tuberculosis hospitals. _
Diagnostic or treatment centers
Rehabilitation facilities
Public health centers
State health labs

413,797 $10,048 $3,108 333,518 $7,486

305,310
80,021
21,042
7,424

(927)
(454)

(1,189)
(38)

7,446
1,178

247
75

482
327
244
49

2,246
395
78
27

158
107
85
12

250,923
55,371
19,850
7,374

(738)
(360)

(1,084)
(34)

5,657
759
221
74

314
231
190
41

$2,376

1,759
252
74
27

108
78
69
9

In 1967, the President established a National Advisory Commission
on Health Facilities to review present and future health facilities re-
quirements and to propose new program directions for meeting them.

The report of the Commission, issued in December 1968, recognized
the inherent and integral relationship between the system for providing
health services and the types of facilities required and formulated a
concept of an interdependent, comprehensive health care system
which would assure to "every citizen . . . ready access to quality
health care" and "continuity of health care services."1

Legislative proposals to continue Federal support programs for con-
struction of health facilities upon the termination of the Hill-Burton
program at the end of 1970 will be based upon the principles and con-
cepts set forth by the President's Commission. The legislation will
propose a system of loan guarantees and interest subsidies which will
emphasize efforts to modernize urban hospitals. Revenue to finance
repayment of the loans will be generated through patient payments
and third-party (Medicare, Medicaid, private insurance, etc.) reim-
bursements. The legislation will also propose project grants for facilities
emphasizing improved and innovative methods of providing health
care.

While Hill-Burton is the largest Federal health care facility con-
struction program, other Federal programs also provide funds for this
activity:

1 Report of the National Advisory Commission on Health Facilities, December 1968, p. 7.
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1 5 4 THE BUDGET FOR FISCAL YEAR 1970

(a) Medicare and Medicaid provide an allowance for depreciation
of facilities and equipment in their payments to hospitals and other
health care institutions.

(b) HUD programs provide mortgage insurance for the construc-
tion of hospitals, nursing homes and group practice facilities. HUD
also provides loans to smaller communities to construct essential
public facilities, including hospitals, and provides grants to construct
multipurpose neighborhood facilities which commonly include a
health component.

(c) HEW provides grants to construct community mental health
centers. This program has assisted in the construction of 251 centers
from 1965 to 1968. An estimated 172 additional centers will be
authorized in 1969 and 1970.

(d) OEO supports the development, including necessary construc-
tion, of neighborhood health centers.

(e) The SB A provides loans to profitmaking health care institutions.
(f) Commerce's Economic Development Administration provides

grants to communities to construct public facilities—including health
facilities—to enhance opportunities for new permanent employment.

(g) A new program of project grants and low-interest loans for
health facilities construction in the District of Columbia will provide
$15 million in 1970 for obligations to assist in modernizing community
hospitals and constructing skilled nursing homes or extended care
facilities.

Related to efforts to improve the effectiveness of the Nation's
medical care delivery system are direct programs of the Federal
Government to construct health facilities for its own beneficiaries
which are innovative and experimental in design and aim at reducing
hospital operating costs, while increasing operating efficiency. For
example, the Department of Defense is proceeding with plans to
develop a "new generation of hospitals—hospitals so automated that
labor costs can be cut drastically and routine services transferred from
the overworked doctor and nurse to the sophisticated machine." 1

Similarly, the Veterans Administration has made extensive efforts
to design hospitals which can serve the changing requirements of its
beneficiaries and are adaptable to changing medical technology.

Over the period 1948 through 1968, Federal expenditures for
health facility construction accounted for approximately 15% of
total national expenditures for construction of health facilities.

Table L-6 shows health facility construction trends over the
period 1968-70.

1 Address by the Honorable Clark M. Clifford at the National Security Industrial Association,
Sept. 26. 1968.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1970



SPECIAL ANALYSES 155

Table L-6. HOSPITAL AND HEALTH FACILITY CONSTRUCTION

Federally supported construction of
hospitals and other facilities:

General hospitals
Long-term care facilites
Community mental health cen-

ters
Sewer and sanitation facilities
Other

Federal hospitals and health facili-
ties:

Hospitals
Nursing homes
Other facilities

Total outlays

Outlays
(in millions of dollars)

1968

138
75

12
80
60

70
5

30

470

1969

168
71

25
140
25

105
2

59

595

1970

173
74

44
156
78

144
1

58

728

Numbers
of beds or (projects) l

1968

15.906
8.495

(62)

2.607
1.709

1969

17.053
10.000

(86)

8.486
662

1970

15,224
9.128

(86)

3.671

1 Numbers in any given year may reflect the impact of expenditures in prior years, and include beds
added, modernized, and replaced.

Organization and delivery of health services.—As a parallel
measure to expanding health resources, the Government has initiated
several programs which would extend the capacity of existing health
resources through improved organization and utilization (see table
L-y-7). Outlays to continue this focus in 1970 will amount to $197
million primarily through the following programs:

The Partnership for Health program will spend $21 million in 1970,
an increase of $7 million over 1969, to assist States, regions, and local
communities to plan on a continuing basis for comprehensive health
services. By 1970, comprehensive health planning agencies will be
established in each of the 50 States and four territories. The program
will be further stimulated through the requirement, new in 1970, that
each State provide financial support for planning equal to 25% of its
formula allocation. In addition, support will be continued for 93 area-
wide health planning groups and funds will be available for the initial
development of 20 new organizations. Through the efforts of these
State and regional planning agencies, attention will be directed
toward: (1) measuring the health status of the population in the
planning area; (2) describing and assessing available manpower and
facility resources and their relationship to each other; (3) determining
requirements for health services not now provided; and (4) projecting
future trends and assigning priorities to guide health systems develop-
ment.

These grants also support 22 institutions which provide both long-
and short-term training of health planners in such areas as basic
concepts of health, planning theories and techniques, and urban
sociology.

The planning approach to the health care delivery system, which
emphasizes matching health needs with health resources, has as its
corollary an approach which emphasizes the prompt delivery of
existing and new medical knowledge and technology. Through linkage
of medical schools and research centers, community hospitals and
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156 THE BUDGET FOR FISCAL YEAR 1970

health practitioners, the Regional Medical Program will continue
planning and operational activities to communicate and make avail-
able the latest advances in the diagnosis and treatment of heart,
cancer, stroke, and related diseases. By the end of 1969, 45 regional
programs will have moved from planning to operational status and
another five operational programs will be funded in 1970.

An estimated 50,000 medical professionals will receive advanced
education and training in 1970 to keep them abreast of research
findings and technical developments. RMP expenditures in 1970 to
improve the organization and delivery of health services will be $85
million, an increase of $34 million over 1969.

Table L-7. FEDERAL OUTLAYS FOR IMPROVING THE ORGANIZATION
AND DELIVERY OF HEALTH SERVICES (in millions of dollars)

1968
actual

1969 1970

Analytic studies
Planning
Demonstrations

Total expenditures

32
35
33

36
49
60

51
43

103

100 145 197

The National Center for Health Services Research and Development
will spend $37 million in 1970, its second year of operation, an increase
of $12 million over 1969. Through research grants and contracts the
Center will focus on selected priority areas. These include (1) defining
the essential elements related to costs of health services, (2) study of
means to improve health services to the disadvantaged, (3) developing
reliable criteria for assessing effectiveness of health programs, (4)
improved methodology for community health services planning and
organization, and (5) basic factors in functions, design, and operation
of community health facilities.

A basic strategy of the Center in 1970 will be to draw upon the
multidisciplinary resources of university and hospital-based health
services research centers. It is proposed to develop and establish
common goals with leading health services/research oriented health
care institutions to enable rapid assimilation of proven new techniques
and procedures into ongoing health service operations.

Under the authority of the 1967 Social Security amendments, HEW
is conducting experiments with new approaches to reimbursing
hospitals and physicians under Medicare, Medicaid, and Maternal
and Child Health programs to seek ways of encouraging greater
efficiency and reducing costs while maintaining the quality of care.
Several studies have been initiated including experiments designed:
(1) to test the efficiency and reduced cost potential of a prepaid
group practice as compared to fee-for-service care; (2) to create
improved conditions for greater hospital administrative efficiency
through more uniform accounting procedures; and (3) to help stimu-
late better hospital financial management and planning through
joint hospital-third party financial planning. Legislation will be
proposed to permit the Secretary of HEW to install new reimburse-
ment methods as experiments with new approaches demonstrate
their effectiveness.
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PROVISION OF HOSPITAL AND MEDICAL SERVICES

This category includes: (1) payments for hospital and medical
care in non-Federal facilities and to private physicians; and (2) the
costs in health care facilities operated directly by the Federal Govern-
ment.

The major Federal programs which provide payments for health
care are: health insurance for the aged (Medicare), medical assistance
for the needy (Medicaid), maternal and child health programs,
Office of Economic Opportunity health programs, and the Federal
employees health benefits program. The direct care activities consist
primarily of those health programs conducted by the Department of
Defense, the Veterans Administration, and the Department of Health,
Education, and Welfare. These agencies also expend substantial
amounts to provide care for their beneficiaries under contract in non-
Federal facilities.

Outlays for these programs, discussed below, are estimated at $14
billion, 76% of all Federal health outlays in 1970. Because of the
rapid expansion of Medicare and Medicaid, this category remains
the fastest growing area of Federal health outlays (see table L-8).

Table L-8. PROVISION

Provision of direct Federal hospital
and medical services.__

Inpatients treated
Clinic and physician visits

Payments for hospital and medical
services

Inpatients treated
Clinic and physician visits

Total

OF HOSPITAL AND MEDICAL SERVICES

Outlays
(in millions of dollars)

1968

2,738

1,905
833

8,025

5,530
2,496

10,764

1969

2,896

2,031
864

9,622

6,598
3,024

12,518

1970

2,996

2,095
901

10,981

7,666
3,316

13,977

Numbers treated
(in thousands)

1968

2,240
65,971

6,803
O

1969

2,297
68,969

7,345
O

1970

2,331
71,361

7,686
(0

i Not available.

Payments for hospital and medical service.—Medicare.—
Total health care outlays on behalf of over 20 million aged persons
covered under Medicare's hospital insurance program and over 19
million under its supplementary medical insurance program are ex-
pected to rise $630 million to $6.9 billion in 1970.

In the hospital insurance portion of the program, rising medical
prices, more persons served, and increased utilization of services are
responsible for a program expenditure increase to $5.0 billion, $473
million more than 1969. Enrollment in the hospital insurance program
is expected to rise by an average 300,000 in 1970 over the 1969 level
of 19.8 million aged, persons while the number of persons actually
receiving services will increase from 4.1 million in 1969 to 4.2 million
in 1970.
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1 5 8 THE BUDGET FOR FISCAL YEAR 1970

The hospital insurance program also includes care provided in
skilled nursing home (extended care) facilities. Approximately one
out of every 12 hospital patients also receives care in an extended care
facility. In 1970, admissions to extended care facilities will exceed
500,000 and outlays will approximate $400 million, an increase of
about 30,000 admissions and $39 million over 1969.

The voluntary supplementary medical insurance portion of the
Medicare program, which covers physician services and other out-
patient costs, will expend $1.8 billion in 1970 to pay for services to 8.5
million persons, an increase of 300,000 persons over 1969. Enrollees in
the program pay a monthly premium, which is matched by Federal
contributions. The current monthly charge of $4 will continue in effect
through 1970.

The decision to hold the monthly premium level is one result of con-
tinuing and increased administrative efforts to limit the rise in
Medicare costs. Each fiscal intermediary in the program is developing
physician profiles that will improve ability to assure that payments
made to physicians are reasonable. Experiments in developing new
methods of reimbursement that will provide incentives to physicians,
hospitals and nursing homes to become more efficient are now being
developed as another means of attacking the problem. Further ad-
ministrative controls and legislation will be proposed to strengthen
these efforts to limit Medicare costs.

Medicare outlays for the aged represent approximately 79% of
total Federal health outlays for the aged and about half of all medi-
cal costs incurred by persons 65 and over. While the aged have shown a
significant increase in utilization of hospital and physician services
since the advent of Medicare, the major impact of the program has
been to shift the cost of medical services from the aged and their
families to society as a whole. The major items of medical care costs
still borne by an average aged person, aside from the monthly premium
payments, are out-of-hospital drugs and costs represented by the de-
ductible and coinsurance features of the program.

The disabled, like the aged, have low incomes and high medical
costs. Accordingly, legislation will be proposed, effective in 1971, to
extend Medicare protection to the 2 million totally disabled persons
who will be receiving cash benefits through the Railroad Retirement
or Social Security programs.

Medicaid.—On the basis of State estimates, total Federal, State,
and local medical assistance payments on behalf of the needy are
expected to rise from $4.6 billion in 1969 to $5.8 billion in 1970̂  The
Federal share of these payments will increase from $2.4 billion in 1969
to $3 billion in 1970. This 25% increase in medical payments over
1969 reflects an anticipated expansion of the Medicaid program to all
54 States and jurisdictions by the end of 1970. Services will be pro-
vided to about 10.2 million needy persons compared with 9.5 million
in 1969. The continued rise in medical prices, especially for hospital
and nursing home care, also contribute to the Medicaid cost increase.
Greater utilization of services and an accelerated trend away from
negotiated welfare rates of payments to physicians and hospitals in
favor of customary fees and full costs account for most of the remain-
ing increase in Medicaid costs.

Included within these estimates is the impact of the 1967 Social
Security Amendments which limit Federal payments on behalf of the
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medically needy to persons whose effective income is no more than
one-third higher than the highest payment made by the State to
families in the Aid to Families with Dependent Children program.

In 1965, the last fiscal year prior to Medicaid, total Federal, State,
and local medical assistance payments under the older provisions of
the Social Security Act were $1.4 billion. In 1966, total medical pay-
ments were $1.9 billion, of which 62% were made under the new
Medicaid program. By 1970, when virtually all payments are expected
to be made under Medicaid, total medical assistance payments are
expected to rise to $5.8 billion, an increase of about 300% over 1966.
While some of this increase reflects the vigorous rise in medical prices,
it mainly represents a basic improvement under Medicaid in the
scope, availability, and accessibility of necessary medical services for
needy people, especially women and children and the aged. In many
States, the poor under Medicaid are now able to go to physicians and
hospitals of their own choice and in 1970, free choice must prevail in
all States. With many physicians under Medicaid now being reim-
bursed their customary fees, more are finding it possible to move their
offices into or near poverty areas to better meet the health needs of
the poor. In some States, Medicaid has enabled prepaid group practice
plans to include the poor within their membership. Medicaid re-
imbursement of other federally supported health programs, especially
neighborhood health centers sponsored by OEO and Children's
Bureau, has made improved health services available in poverty
areas.

Approximately 62% of Federal Medicaid payments go to eight
States, reflecting their more liberal income eligibility standards and
wider scope of available health services. These States, however, ac-
count for only about a third of the Nation's poor, an indication that
a substantial unmet need for medical assistance by the poor continues
to exist in other areas.

Of the groups covered by Medicaid, the aged poor with their higher
than average bills account for about $1.4 billion, or 46% of all Federal
Medicaid payments though they represent only about 32% of the total
served under the program. Mothers and children representing about
55% of all persons served under Medicaid account for about $1.0
billion, or 34% of Federal Medicaid payments. As the States transfer
more of the needy aged from skilled nursing homes into less expensive
intermediate care facilities under the terms of the 1967 Social Security
Amendments, the very high costs associated with nursing home care
for this group should be reduced. In addition about $560 million in
Federal Medicaid payments will assist the blind and the disabled
who represent about 13% of those receiving Medicaid services in
1970. This amount represents about 19% of all Federal Medicaid
payments.

Children's Bureau and OEO,—Where Medicaid's primary emphasis
is the elimination of financial barriers to medical care for the poor,
Children's Bureau and OEO concentrate on bringing health services
into areas where health resources are not available or are insufficient
to meet the health needs of the poor.

In 1970, Children's Bureau expenditures will increase by $23
million, to a total of $216 million. Of this total, about $31 million will
be for family planning services and research projects, $13 million more
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than in 1969. About 1.3 million needy women are expected to receive
family planning services in Children's Bureau projects in 1970. One
of the primary aims of these projects—the reduction of infant mor-
tality—is being achieved. During the entire decade 1955-65, infant
mortality declined by only 5%. In the period 1964 through 1967, the
rate declined from 24.7 per 1,000 to 22.1, a reduction of about 10%.
This decline has been pronounced in cities where Children's Bureau
maternity and infant care health center projects have been active, as
illustrated by the following table.

Table L-9. SELECTED INFANT MORTALITY RATES i

Nationwide _
Major cities with maternity and infant care projects:

Baltimore
Chicago _ _ _ _ _ _ _
District of Columbia.. _ _ _
Houston __ __
New York City

Infant r

1964

24.8

231.0
230.4

34.5
28.4

226.9

nortality rate per 1,
births

1965

24.7

28.4
33.3

2 34.7
25.0
25.7

1966

23.7

28.0
32.5
35.3

2 26.4
24.9

000 live

1967

22.1

26.8
29.4
32.6
22.1
23.9

1 Years shown are calendar years.
2 Indicates year projects began operation.

The remainder of the 1970 increase will be used to expand early
casefinding and treatment for about a half million handicapped
children and continuing the present array of 111 neighborhood health
center projects.

OEO expenditures for comprehensive neighborhood health centers
are expected to increase from about $52 million in 1969 to $72 million
in 1970. In 1969, OEO funded 48 comprehensive family health centers,
of which 34 were operational in 1969, and the remainder are expected
to be in full operation by 1970. Some 750,000 people are expected
to be served by these centers in 1970, about 250,000 more than in 1969.
(A more complete discussion of health centers may be found under
"Special Impact Programs" below.)

Federal Employees Health Benefit Program (FEHB): Civilian Federal
employees and retired employees and their families are offered a choice
of five different types of health insurance plans including group practice
plans, with the Federal Government contributing a fixed amount per
participant but not more than 50% of the premium. While premiums
have increased since 1961, the per capita Federal payment has re-
mained relatively constant so that the proportion of Federal payments
to total premiums has declined from 39% in 1961 to 33% in 1969.
During the same period, Federal payments increased from $120 million
to $249 million, and employee contributions rose from $197 million
to $498 million reflecting in part the growth in participants from 1.8
million in 1961 to 2.6 million in 1969. In 1970, 2.8vmillion active em-
ployees and annuitants are expected to participate in the program, and
Federal premium payments will be $260 million. In addition to the
increase in participants, the rise in program costs is attributable to
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increasing medical prices and greater utilization of health services by
FEHB participants. With respect to utilization, there is some tentative
evidence which suggests broad variations in the per-capita utilization
under the various plans. Further study of these variations may offer
valuable insights to help improve the organization and delivery of
health care.

Providing medical care directly to Federal beneficiaries.—
The share of total Federal outlays allocated to the provision of health
care directly in Federal facilities has declined from 49% in 1960 to
16% in 1970. The decline results not from a reduction in the absolute
dollars expended for care in Federal facilities, but rather from the
major expansion of the hospital and medical care programs financed
through Federal funds, particularly for the aged and indigent. In spite
of the significant shift in the proportions, direct Federal care remains a
major program element with outlays totaling $2,996 million in 1970,
an increase of $100 million over 1969.

The three agencies primarily concerned with direct provision of
health care, the Department of Defense, Veterans Administration,
and the Department of Health, Education, and Welfare, operate 525
hospitals containing 174,000 beds, and national networks of
ambulatory care facilities.

To achieve its medical care mission, the VA will maintain and
operate 167 hospitals, 63 nursing home care units, 34 domiciliary/
restoration care facilities, and 203 outpatient clinics—constituting
one of the largest medical care systems in the world. In 1970 VA will
treat 775,000 patients in 105,414 operating beds, or an average of
7.35 patients treated per bed. This represents a 7% increase over the
1968 experience when 762,426 patients were treated in 112,394 beds
with an average of 6.79 patients treated per bed. In addition, out-
patient medical visits are expected to increase from 5.5 million in
1968 to 6.3 million in 1970. Total outlays over the 3-year period for
care of beneficiaries in VA facilities and under contract in community
facilities will rise from $1.3 billion to $1.4 billion.

The Department of Defense, with 293 hospitals and 55,000 beds,
will make medical care available to over 9.5 million servicemen, their
dependents, and retired military personnel and their dependents. In
1970, the military services will expend $1,477 million to provide care
for these groups in military facilities.

The military services also contract for use of community medical
facilities for dependents and retired military personnel. In 1970
outlays for this portion of the program will be $210 million. In total,
expenditures for care provided in both military medical facilities and
community facilities will increase $73 million in 1970 over 1969.

Groups eligible for care in the 65 hospitals and outpatient clinics
operated by HEW include over 400,000 American Indians and natives
of Alaska and about 420,000 seamen, Federal employees injured on
the job, narcotic addicts, and persons committed or voluntarily
presenting themselves for treatment in St. Elizabeths Hospital in
Washington, D.C. In 1970 $120 million will be spent to improve
further the health conditions of the Indian population. Safe water and
sewerage facilities for approximately 7,100 new or modernized Indian
homes will be provided in 1970, double the number provided in 1969.

340-700 O—69 11
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Table L-10. ESTIMATED HEALTH CARE OUTLAYS BY POPULATION AND
INCOME GROUPS (in millions of dollars)

Total, all recipients _

Aged (65 and over)
Other adults (19-64)
Children and youth (0-18)

Indigent, total *

Aged (65 and over)
Other adults (19-64)
Children and youth (0-18)

Nonindigent, total __

Aged (65 and over)
Other adults (19-64)
Children and youth (0-18)

1967

7,831

4,379
2,535

917

3,178

1,968
850
360

4,653

2,411
1,685

577

1968

10,764

6,619
2,783
1,362

4,122

2,654
804
664

6,642

3,965
1,979

1969

12,518

7,765
3,105
1,648

3,153
979
866

7,520

4,612
2,126

782

1970

13,977

8,677
3,392
1,907

5,791

3,586
1,149
1,056

,186

5,091
2,243
852

1 Indigency as defined by OEO poverty guidelines.

Distribution of health care outlays by age groups and
economic status.—Table L-10 estimates the Federal outlays only
for the "provision of hospital and medical services" category as dis-
tributed among three major age groups and between indigent and
nonindigent persons. Funds expended for categories relating to the
development of health resources and for the prevention and control
of health problems are designed to serve the entire Nation and are
not normally allocable by population group or income.

The age distribution in table L-10 indicates that the largest health
expenditure increase in percentage terms will be for children and youth,
rising 15.7% in 1970 from $1.6 to $1.9 billion. In absolute terms, how-
ever, the largest increase will be for the aged, rising from $7.8 billion in
1969 to $8.7 billion in 1970. The distribution of expenditures between
indigent and nonindigent indicates that 41% of Federal expenditures
for the provision of hospital and medical services will aid the poor.
In 1970, $5.8 billion will be spent to provide or finance health care
services for the needy, an increase of $793 million over 1969 and an 82%
increase over 1967.

The aged.—Of the total 1970 expenditures for the provision of health
services both directly in Federal facilities and indirectly through Fed-
eral payments for care, approximately 62% or $8.7 billion, will be on
behalf of the aged. This is an increase of $912 million or 12% over
1969.

The amounts expended for the indigent aged will rise by $433
million to total $3.6 billion in 1970, due to increases in cost and greater
utilization of services.

Most of the aged are covered by Medicare and Medicaid which are
discussed above. These two programs account for 95% of all Federal
health outlays for the aged.

An additional $376 million will be spent by the VA and the DOD
to provide medical care for aged veterans and retired military per-
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sonnel and their spouses, mainly in hospitals and clinics operated
by those agencies. This is an increase of $36 million over 1969
expenditures.

Children.—Health care service expenditures for children are expected
to be $1.9 billion in 1970, an increase of $259 million over the 1969
level, of which $201 million is attributable to Medicaid expansion.
The DOD dependent medical care program provides almost all of the
remaining funds.

Nearly 75% of the 1970 increase will be for services to needy chil-
dren. Between 1969 and 1970 expenditures for indigent children are
estimated to rise by 22%, or $190 million. The increases for children
and youth reflect the very considerable unmet health needs in this
category. To help meet these needs, legislation will be proposed, effec-
tive in 1971, for a child health program to provide, for families unable
to afford it, access to health services from prenatal care of the mother
through the child's first year. The legislation will also provide
within the next decade protection to all children against the cost of
catastrophic illness.

Other adults.—The 1970 expenditures of $3.4 billion for other adults
consist mainly of programs serving persons entitled to care in Federal
installations. These programs pay for health care rendered to veterans,
servicemen and Federal employees, as well as eligible spouses. A total
of $2.4 billion is expended for these groups, representing 71% of
the total spent for nonaged adults. Federal Medicaid payments for
needy adults will be $569 million in 1970, representing 17% of total
expenditures for adults. Other Federal programs spending more than
$45 million in 1970 for health care for adults are OEO's neighborhood
health centers, the Vocational Kehabilitation program, and the
maternal health programs of the Children's Bureau. These programs,
plus payments by Medicaid, and approximately $415 million of the
health care funds expended by the Veterans Administration, comprise
the $1 billion which will be spent in 1970 to provide hospital and
medical care to needy adults.

PREVENTION AND CONTROL OF HEALTH PROBLEMS

Significant savings in terms of human life and economic productiv-
ity, the conservation of our limited health resources, and the avoid-
ance of needless pain and suffering have been achieved in recent years
by increased efforts to prevent and control health problems. In the
case of red measles alone, the immunization effort from 1963 through
1968 has saved an estimated 973 lives, 55,000 hospital days, and 32
million school days. Over 9.7 million acute cases of measles have been
prevented as well as 3,000 accompanying cases of mental retardation.

Total efforts to prevent and control health problems will be con-
tinued in 1970 with total outlays of $804 million. Some of the activ-
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ities classified under the two previous categories—Development of
Health Resources and Provision of Health Services—could also be
included in Prevention and Control of Health Problems (e.g., portions
of: health research, manpower training, planning of health services,
and family planning). However, because of the difficulty of separating
prevention activities from medical treatment activities in such pro-
grams, only those programs which in their totality are directed
toward prevention and control are included in this category. Within
HEW alone, for instance, research directed toward air pollution and
environmental control and consumer protection will total more than
$115 million in 1970. These funds are included in the Health Resources
category above.

Table L-l l . FEDERAL OUTLAYS FOR THE PREVENTION AND CONTROL
OF HEALTH PROBLEMS (in millions of dollars)

Disease prevention and control
Environmental control
Consumer protection

Total, prevention and control of health problems

1968

386
54

125

565

1969

506
83

151

741

1970

522
102
180

804

Disease prevention.—One of the most important new disease
prevention initiatives will be an immunization program against Ger-
man measles, financed by a supplemental appropriation of $10 million
in 1969 and estimated outlays of $19 million in 1970. The innocula-
tion of 70,000,000 children over the next 5 years will help to eradicate
an illness which has caused thousands of birth defects each year.

A large percentage of State and local expenditures for health is
directed toward the prevention and control of health problems. Much
of the Federal support of these activities is provided through the
Partnership for Health program with total outlays of $156 million
in 1970. In addition to the German measles immunization program,
a major effort will involve rat control projects which aim both at
alleviating urban sanitation problems and providing training and
employment for ghetto residents.

Additional outlays of $17 million will support continuing efforts to
prevent chronic illnesses, particularly those related to smoking and
malnutrition. Expenditures of $21 million will also ensure that the
national capability to deal with outbreaks of communicable diseases
will be maintained. The disease prevention and control programs in
other countries supported by the Agency for International Develop-
ment will be continued in 1970, although at a slightly reduced level.

Table L-12 shows the impact of prevention and control programs
for selected diseases over the past decade. Reported cases of these
diseases have dropped dramatically between 1960 and 1967 despite
a 10 % increase in the Nation's population.
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TableL-12.

Red measles
Polio
Whooping cough
Rheumatic fever, acute
Typhoid

REPORTED CASES OF SELECTED DISEASES 1

I960

441,703
3,190

14,809
9,022

816

1964

458,083
122

13,005
7,491

501

1967

62,705
41

9,718
3,985

396

i HEW, Morbidity and Mortality. Annual Supplement, Summary. 1967.

Environmental control—Recent years have seen a dramatic
increase in efforts to identify and control those conditions in our
environment which cause or contribute significantly to ill health.
Federal outlays for these activities will rise to $102 million in 1970—
an increase of 89% over 1968, providing for control efforts in air
pollution, solid wastes, radiation hazards, occupational health, public
water supplies, and environmental sanitation.

The increase in air pollution control outlays in 1970 of $5 million
to $32 million will provide support and guidance for State standard
setting in 70 Air Quality Control Regions throughout the country con-
taining 75% of the urban population. In 1970 an additional $22
million will be obligated for the abatement of air pollution from
Federal facilities in the second year of a 5-year program to bring
Federal facilities into compliance with local air quality standards.
This abatement plus that resulting from the enforcement of the State
standards will result in a very significant reduction in the estimated
$10 billion of damage caused by air pollution each year. This major
attack on air pollution in 1970 has been preceded by a 150% increase
in State and local expenditures on, air pollution control since 1965.
Likewise, 45 States now have air pollution statutes compared with only
17 States prior to 1963.

Federal research will seek to provide the scientific basis for air
quality standards and to develop more effective equipment to control
air pollution. A number of processes for controlling sulfur oxides will
be evaluated in prototype in 1970 prior to their being recommended
for widespread use.

Emphasis will continue to be given to research and control activities
related to pollutants from automobiles which account for approx-
imately 60% of all air pollution. With the increasing number of auto-
mobiles on the road, hydrocarbon and carbon monoxide emissions
would be expected to increase 50% by 1980 if left uncontrolled.
As table L-13 illustrates, controls required by Federal regulations on
1968 model cars and new controls required on 1970 and 1971 model
cars will prevent an increasing amount of these pollutants from ever
being emitted to the air. By 1970 the total amount of these pollutants
emitted will take a downward turn, and as older cars without controls
are replaced, the improvement in the air quality will be much greater.
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Table L-13. AUTOMOBILE EMISSION CONTROL» (in millions of tons per year)

1966 1967 1968 1969 1970 1971

Auto emissions removed by control devices:
Hydrocarbons 1 2 3 4 5 7
Carbon monoxide (2) 1 6 )) )8 25

Auto emissions released to the atmosphere:
Hydrocarbons 10 11 11 11 10 10
Carbon monoxide 62 65 66 67 66 59

1 Unpublished data furnished by the National Center for Air Pollution Control, HEW.
2 Less than 500 thousand tons.

However, these controls alone will not be sufficient to achieve the
low level of auto emissions believed necessary for health protection
in our urban areas. Consequently, HEW will accelerate its research
in 1970 to develop even more effective control techniques to reduce
emissions from motor vehicles.

The control of hazardous radiation from electronic products such as
television sets and microwave ovens will be undertaken for the first
full year in 1970 under the Radiation Control for Health and Safety
Act of 1968. In addition, research and State planning grants for
solid wastes will be continued in an effort to improve the quality of
the environment by developing and encouraging the use of more
advanced techniques of solid waste management.

In the area of occupational health, increased efforts will be made to
quantify more accurately the relationship between lung cancer and
exposure to radiation in uranium mining. Research will also continue
on the control of pneumoconiosis or "black lung" among coal miners.

Consumer protection.—Programs to protect the consumer from
illness and injury resulting from hazardous drugs, foods, pesticides,
and household products will expend $180 million in 1970. Special
emphasis will be placed on the safety,of oral contraceptives and thera-
peutic equivalency of chemically similar drugs, as well as on better
surveillance of manufacturing practices and a better review of the
efficacy of drugs already on the market. In addition, pesticide hazards,
dangerous cosmetics, the safety and efficacy of new drugs, and the
inspection of meat and poultry as well as other foods will also receive
close attention.

Accidents from all causes now fill more than half of the Nation's
hospital beds. Efforts will be continued to discover and control the
behaviorial and environmental factors contributing to these accidents.

SPECIAL IMPACT PROGRAMS

Family planning.—Funds available for family planning, to meet
our domestic needs and to assist other nations in their efforts, are
expected to increase from $116 million in 1969 to $143 million in
1970. Family planning funds available for expenditure in this country
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will increase by $24 million to $89 million in 1970. Of this total, $22
million is for research and training activities. Services will increase from
$47 million in 1969 to $67 million in 1970. About 3.5 million women
are expected to receive family planning services in 1970, compared to
1.7 million in 1969 and 1.0 million in 1968.

Table L-14. ESTIMATED OBLIGATIONS FOR FAMILY PLANNING
SERVICES, RESEARCH, AND TRAINING (in millions of dollars)

Health, Education, and Welfare:
Childrens Bureau _
Medicaid and public assistance
National Institutes of Health __
Health Services and Mental Health Administration
Food and Drug Administration
Office of Education

Total, Health, Education, and Welfare

Office of Economic Opportunity
Department of Defense

Total, domestic

Agency for International Development
Department of State. .

Total international.__ __ __. __

Total estimated family planning obligations

1968

6.5
9.5
8.5
1.2
.7

2.8

29.2

9.6
4.0

42.7

34.6
.7

35.1

78.0

1969

18.5
13.0
10.1
1.7
.8

3.2

47.3

13.0
4.7

65.0

49.7
1.3

51.0

116.0

1970

31.5
17.0
13.6
2.4
1.1
3.5

69.1

15.0
4.8

88.9

50.0
4.1

54.1

143.0

Domestically the bulk of family planning funds will be spent by
HEW, with obligations rising from $47 million in 1969 to about $69
million in 1970. Of this $22 million increase, Medicaid and public
assistance will account for about $4 million, Children's Bureau
about $13 million, and NIH about $3.5 million. State Department,
and AID are expected to make available about $54 million in 1970
compared to $51 million in 1969 for international family planning
activities, both through contributions to international organizations
and in direct aid to 25 foreign governments.

Special target groups.—Included within the Federal programs
treated in this analysis are funds for certain groups suffering from
illnesses that require specialized or expensive treatment (the mentally
retarded, alcoholics, and drug addicts), and special groups for which
the Federal Government provides most or all the funds for health
care. The table below indicates amounts available for health care for
these groups including research, training, and construction costs
directly associated with the provision of health services.
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Table L-15. ESTIMATED FEDERAL OBLIGATIONS FOR SPECIAL TARGET
GROUPS (in millions of dollars)

Mentally retarded
Alcoholics
Drug addicts
Migrants
Indians
Cuban refugees

1968

83.2
10.8
17.5
8.1

104.1
4.2

1969

106.4
14.9
19.0
8.1

121.8
5.5

1970

109.0
23.5
28.5
12.9

120.9
7.3

Federally supported health centers.—Since 1963, when legisla-
tion provided the Children's Bureau and NIMH with authority to
make grants to establish maternity and infant care and community
mental health centers, there has been a steady increase in the number
of federally supported health centers. Most centers now in existence
provide care only to specific groups such as mothers and their infants,
children and youth, and the mentally ill or retarded. Only centers
sponsored by OEO and the Partnership for Health program centers
provide comprehensive care to all persons living in the poverty neigh-
borhoods they serve.

While each agency supporting health centers (OEO, Children's
Bureau, NIMH, and Partnership for Health) must meet certain
specific objectives contained in their authorizing legislation, all are
concerned with bringing into low income areas health resources—
clinics, physicians, and health workers—that either are nonexistent,
are in short supply or are not readily accessible. In addition to making
the benefits of modern health technology available, the health centers
seek a systematic, comprehensive, continuous, and personal approach
to the delivery of medical care. They are also concerned with making
more effective and efficient use of scarce health resources. Many are
interested in the training and employment of community workers
and the participation of the poor in the planning and operation of the
centers.

In 1970, 754 health centers will be funded wholly or in part with
$245 million in Federal grants, an increase of 132 centers and $52
million over 1969. About 2.4 million persons will be served at these
centers. The majority of centers are for the treatment of mental
illness and will receive grants from the National Institute of Mental
Health amounting to $75 million in 1970, an increase of $30 million
over 1969, to support 556 centers serving some 860,000 persons. About
40% of the mental health centers are located in poverty areas.
Children's Bureau will fund 113 centers in 1970 providing care to
some 250,000 needy mothers and their infants and to 400,000 needy
children and youths at a cost of nearly $86 million in Federal funds.
The existing 48 OEO neighborhood health centers and the 20 Partner-
ship for Health projects provide comprehensive care to almost 600,000
people in poverty areas. In 1970, OEO expects to spend about $72
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million on its existing centers and on new experimental centers in rural
and Model City areas, while Partnership centers will increase to 25 at a
total cost of $12.8 million. Together the OEO and Partnership centers
will serve about 900,000 needy persons in 1970.

Some of the reimbursements from Medicaid for services rendered
by health centers to Medicaid-eligible individuals will be used for
new projects in areas where additional health services are needed.

TableL-16. FEDERALLY FUNDED HEALTH CENTERS

1968

$119.7
502
300

1,125

1969

$191.5
622
352

1,742

1970

Total Federal outlays (millions)
Number of centers funded
Number of centers in poverty areas
Number of persons served in year (thousands)

$245.1
754
415

2,400

HISTORICAL RESUME

Table L-l classifies Federal health outlays for the years 1968
through 1970. The following table L-17 distributes Federal health
outlays by function for the period 1960 through 1967. The data for
1960 is not strictly comparable, representing " funds provided" rather
than outlays.

Table L-17. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED

ACTIVITIES BY CATEGORY (in millions of dollars)

Development of health re-
sources, total _ _

Health research. _ _ -
Training and education
Construction of hospitals

and health facilities
Improving the organiza-

tion and delivery of
health services 2 _ _ _ _ _

Provision of hospital and
medical services, total__

Direct Federal hospital
and medical services_,__

Hospital and medical serv-
ices, indirect

Prevention and control of
health problems, total._.

Total outlays from
Federal and trust
funds. _ _

19601

1,016.9
509.5
217.4

290.0

2,164.8

1,701.3

463.5

325.6

3,507.3

1963

1,528.9
892.1
256.5

380.3

2,783.0

1,877.3

905.7

346.1

4,658.0

1964

1,806.1
1,069.2

298.4

438.5

2,904.4

1,971.4

933.0

392.8

5,103.3

1965

1,806.9
1,040.1

316.9

449.9

2,935.8

2,022.0

913.8

417.6

5,160.3

1966

1,955.7
1,167.3

410.4

378.0

3,520.8

2,199.0

1,321.8

451.0

5,927.5

1967

2,430.2
1,363.7

593.6

391.0

81.9

7,831.0

2,551.7

5,279.3

539.8

10,801.0

1 Report of the Committee on Government Operations, U.S. Senate; "Coordination of Federal
gencies" programs in biomedical research and in other scientihc areas," report No. 142, Mar. 30.
'61.

A g -
1961.' O l .

2 Not tabulated in 1960-66 as a separate subcategory.
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RELATION OF HEALTH ANALYSIS TO H E W TABULATIONS

The Department of Health, Education, and Welfare publishes
Social Welfare Expenditures including historical tables on Public and
Private Expenditures for health and medical care. The most recent
tabulation appeared in the December 1968 issue of the Social Security
Bulletin. It is this tabulation which is used to provide the data on
total national health expenditures. However, in the HEW tabulation
Federal health outlays are currently almost $1 billion lower than the
outlays tallied in this special Health Analysis. Essentially the differ-
ence reflects the exclusion in the HEW tabulation of outlays for:
medical training and education; Federal agency contributions to
employee health benefit funds; Federal expenditures primarily by AID
for health programs in foreign countries; and expenditures by the
Department of Agriculture for meat and poultry inspection. Were
these outlays included in the HEW tabulation, they would both
increase the Federal and the total national outlays as well as the share
that Federal outlays are of the total.

EXPENDITURES FOR HEALTH ACTIVITIES BY AGENCY

The following tables distribute the health-related expenditures of
Federal agencies by the categories used in this analysis. Based on
their major purposes, these agencies, excluding HEW, are assigned in
Part 3 of the budget document to functions other than Health. The
tables, therefore, also indicate the budget document functional code.
Breaking out the health activities of these agencies, functionally
assigned elsewhere in the budget document, accounts for the $18.3
billion reported in this analysis for "health" compared to the $13
billion reported in Part 3 of the budget document. Furthermore, this
analysis incorporates a more detailed breakdown within "health" than
is used in the budget document. Expenditures for health within each
appropriation account are assigned to the various functional compo-
nents used in this analysis. Other Special Analyses, such as those on
Research and Development, Education, and Manpower Development,
also seek to assemble all Federal outlays in their area. They therefore
will include, where pertinent, the same outlays which are tabulated
in this Health Analysis.
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Table L-18. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1968
(in millions of dollars)

Department of Health, Education, and Welfare
Health Services and Mental Health Administration
National Institutes of Health
Consumer Protection and Environmental Health Service
Social Security Administration
Social and Rehabilitation Service _ __
Other

Department of Defense
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Agency for International Development
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Energy Commission _
Civil Service Commission
Department of Labor
Department of State. _ _
National Science Foundation
Department of Commerce
Other agencies
Agency contributions to employee health benefit funds

Total outlays for health, 1968

Func-
tional

651
651
651
651

651-3

051
804
550
350
152
551
251
058
906
604
151
605
507

Health

1,142.7
96.6

956.6
68.0

21.6

86.4
46.3

37.0
2.3

103.3
99.7

.3

21.9
.6

6.2

1,546.5

Training
and edu-

464.1
113.4
316.9

9.6

22.9

108.2
63.0

10.4

.7

29.3
4.9
3.5

2.5

686.6

Construc-

280.1
272.8

6.1
.5

.5

26.8
48.3
80.4

8.0

.4

3.2
22.5

469.8

Organiza-
tion and

86.6
79.1

.9

6.6

2.4
2.6

5.0

3.1

99.8

Federal
hospital

medical
services

119.5
119.2

.3

1,348.2
1,225.0

19.9

1.0
.1

24.5

2,738.2

Federal
hospital

medical
services

7,398.2
30.9

5,332.3
2,028.6

7.8
171.9
54.6

103.5

40.7
14.0

.3

3.8
238.4

8,025.4

tion and
control of

health
problems

323.1
245.4

4.4
73.0

20.6

112.1
71.1

2.1
17.3

19.3

565.0

Total

9,814.3
957.4

1,284.9
151.1

5,332.3
2,080.5

7.8
1,761.5
1,439.6

83.0
149.1
116.7
103.5
103.3
100.4
40.7
46.6
26.1
25.4
3.9

78.8
238.4

14,131.5
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Table L-19. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1969

(in millions of dollars)

Department of Health, Education, and Welfare
Health Services and Mental Health Administration
National Institutes of Health
Consumer Protection and Environmental Health Service
Social Security Administration
Social and Rehabilitation Service
Other

Department of Defense
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Agency for International Development
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Energy Commission
Civil Service Commission
Department of Labor
Department of State
National Science Foundation
Department of Commerce
Other agencies
Agency contributions to employee health benefit funds . ___

Total outlays for health, 1969

Func-

651
651
651
651

651-3

051
804
550
350
152
551
251
058
906
604
151
605
507

1,040.8
105.4
823.9
88.8

22.6

95.9
52.8

40.5
4.6

iTT . 4
99.8

.3

22.4
.7

7.4

1,476.4

Training

572.9
129.4
404.8
11.0

26.5

130.9
78.8

8.6

.7

33.1
4.6
4.2

6.9

840.9

292.5
279.3

11.3
.4

1.4

59.2
54.7

139.5

12.4

.3

7.0
29.2

594.9

127.1
115.7

1.9

9.5

2.7
2.0

9.6

3.4

144.9

Direct

and
medical
services

127.2
126.9

.3

1,430.0
1,291.7

20.0

1.0
.1

25.5

2,895.6

Indirect

and
medical
services

8,925.4
34.8

6,221.9
2,661.3

8.6
183.9
69.1

134.5

40.7
15.0

.3

4.3
248.8

9,622.1

Preven-

health
problems

413.5
317.3

5.0
85.4

5.4

21.1

141.2
123.4

2.3
18.4

21.0

740.9

Total

11,499.3
1,108.8
1,246.9

185.6
6,221.9
2,727.0

8.6
1,921.2
1,549.8

141.6
181.7
178.7
134.5
111.4
100.5
40.7
51.7
27.2
26.6
7.7

94.4
248.8

16,315.8
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Table L-20. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1970
(in millions of dollars)

Department of Health, Education, and Welfare _
Health Services and Mental Health Administration _ _
National Institutes of Health
Consumer Protection and Environmental Health Service
Social Security Administration
Social and Rehabilitation Service
Other

Department of Defense
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Agency for International Development
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Energy Commission _
Civil Service Commission
Department of Labor
Department of State
National Science Foundation
Department of Commerce
Other agencies - _
Agency contributions to employee health benefit funds

Total outlays for health, 1970

Func-
tional

651
651
651
651

651-3

051
804
550
350
152
551
251
058
906
604
151
605
507

Health

1,169.2
95.9

949.6
100.6

23.1

104.3
65.5

42.9
6.6

110.7
104.0

.4

24.8
.7

10.4

1,639.5

Training
and edu-

648.3
125.4
480.7
10.9

29.8

132.3
95.4

7.7

.6

35.4
5.0
5.0

.1
2.2

932.0

Construe-

372.5
353.9

9.5
5.2

3.8

63.0
81.8

155.8

12.9

.1

9.1
32.3

727.6

Organiza-
tion and

179.3
166.5

2.8

10.1

3.0
.4

6.6
3.5

3.8

196.7

Federal
hospital

medical
services

131.6
131.3

.3

1,476.8
1,340.7

18.5

1.0
.1

27.5

2.996.2

Federal
hospital

medical
services

10,225.7
39.3

6,850.9
3,327.9

9.2
209.8
71.2

152.9

41.2
15.8

.3

4.9
259.6

10,981.3

tion and
control of

L.,|LL

problems

464.6
338.1

6.2
103.0

16.9

21.5

163.7
108.5

2.7
21.1

21.4

803.6

Total

13,191.2
1,250.4
1,448.8

219.7
6,850.9
3,411.9

9.2
2,007.7
1,657.6

156.2
206.6
160.8
156.4
110.7
104.6
41.2
55.3
30.5
29.8
9.9

98.6
259.6

18,276.8
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SPECIAL ANALYSIS K

FEDERAL HEALTH PROGRAMS 1

General overview.—Federal outlays for health are estimated at
$20.6 billion in 1971, an increase of $1.8 billion over the 1970 level.
As indicated in table K-l , Federal spending for health in 1971 will rise
to 10.5% of Federal outlays for all purposes and will continue to
account for more than one-fourth of all public and private expendi-
tures for health. The higher share of Federal health outlays beginning
in 1967 reflects the enactment of Medicare and Medicaid, through
which the Federal Government assumed responsibility for a significant
portion of the health care needs of the aged and the poor.

Table K-1. TOTAL FEDERAL OUTLAYS, FEDERAL OUTLAYS FOR HEALTH,
AND TOTAL NATIONAL EXPENDITURES FOR HEALTH i (dollars in billions)

I960 1965 1967 1968 1969 1970 1971

Total Federal Outlays..
Federal Outlays for Health _
Federal Health outlays as percent of

total Federal outlays
Total National Health Expenditures
Federal Health outlays as percent of to-

tal National Health expenditures

$92.2
$3.5

3.8
$26.4

13

$118.4
$5.2

4.4
$38.9

13

$158.4 $178.9 $184.6 $197.9 $200.8
$10.8 $14.1 $16.6 $18.8 $20.6

6.2
$48.2

22

7.9
$53.9

26

8.2
$60.3

28

10.0
NA

10.5
NA

1 Historical data on total public and private health expenditures shown in table K-1, are published
by the Department of Health, Education, and Welfare in the Social Security Bulletin. The HEW
tabulation estimates lower Federal outlays than in this analysis, primarily because it excludes outlays
for medical training and education, Federal agency contributions for employee health programs,
Department of State, and AID expenditures for overseas health programs and the Department of
Agriculture's outlays for meat and poultry inspection. Within the more restricted HEW definition
Federal outlays were 11% of the total in 1960 and rose to 25% in 1969.

NA=Not available.

Table K-2 distributes Federal health outlays by program categories
for the years 1969-71. The major factor in the yearly increase con-
tinues to be Medicare and Medicaid, both of which are included in
"Provision of hospital and medical services.77 Outlays from these two
programs account for $11.6 billion and 83% of the total $1.8 billion
increase over 1970. In 1965, only 19% of Federal outlays for health
was directed towards financing personal health care for the general
population. By 1967, this proportion had risen to 48%, and in 1971,

147
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148 THE BUDGET FOR FISCAL YEAR 1971

total outlays for this purpose are expected to equal $13 billion, or
63% of all Federal expenditures for health.

Table K-2. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

Development of health resources, total

Health research
Training and education
Construction of hospitals and health facilities
Improving the organization and delivery of health services

Provision of hospital and medical services, total

Direct Federal hospital and medical services- _
Hospital and medical services, indirect

Prevention and control of health problems, total

Disease prevention and control
Environmental control
Consumer protection

Total outlays from Federal and trust funds. _-

1969

3,111

1,528
805
612
166

12,794

2,860
9,934

651

411
86

154

16,556

1970

3,498

1,622
951
705
220

14,486

3,147
11,339

803

489
134
181

18,787

1971

3,640

1,660
1,033

712
235

16,096

3,116
12,980

866

504
163
199

20,602

The large and relatively uncontrollable increases in Medicare and
Medicaid tend to obscure other important directions reflected in the
1971 budget proposed by the administration. Excluding these pro-
grams, Federal health outlays rise from $8,637 million in 1970 to an
estimated $8,972 million in 1971. Highlights of these increases, dis-
cussed in the appropriate sections below, will:

1971 increase
(dollars in millions)

• Increase the supply of trained health manpower, principally via programs in HEW, VA,
Defense, and Labor 82

• Increase the construction of facilities providing care to ambulatory patients, thereby
offering less expensive, but medically appropriate alternatives to hospitalization, pri-
marily through HEW programs 18

• Increase the attack on air pollution and other environmental factors principally via HEW,
Agriculture, DOT and Interior programs 52

• Increase family planning services and research, domestically through OEO and HEW
programs, and overseas through AID programs 93

• Improve the efficiency of the Nation's organization and delivery of health services through
HEW, VA and OEO programs 29

• Increase services offered through special and comprehensive centers for mothers and
children, the poor, and the mentally ill including narcotics and alcoholics, through pro-
grams in HEW and OEO - 60

• Increase HEW's biomedical research, particularly in cancer, heart and lung disease and
tooth decay, to exploit recent breakthroughs in our knowledge 38

Because of the time lag, a significant part of the increase in program
level for ambulatory care facilities and biomedical research provided
in the 1971 budget, will not be reflected in higher outlays until 1972.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1971



SPECIAL ANALYSES 149

DEVELOPMENT OF HEALTH RESOURCES

Federal programs aimed at enlarging the health resources of the
Nation include health research, health manpower training and educa-
tion, construction of medical and health facilities, and efforts directed
toward improving the organization and delivery of health services.
The combined outlays for these programs will rise to almost $3.6
billion in 1971.

Health research.—Thirteen Federal agencies are engaged in the sup-
port of health research aimed at the solution of a range of problems
from the prevention and cure of human diseases and of plant and
animal diseases related to human health, to insuring the health of our
astronauts in space. These agencies will spend $1,660 million for
mission-related health research in 1971, an increase of $38 million over
1970, and $132 million over 1969 (see tables K-14 through K-16).

The Federal Government currently provides about 60% of all funds
spent in the United States for health research, with industry con-
tributing 28%, and foundations, voluntary health agencies, and
others contributing 11%. Federal health research funds are spent
largely in the Nation's medical schools, universities, and other non-
profit institutions, accounting for about 63% of Federal health research
expenditures. Federal laboratories and clinics account for 25%, with
about 12% going for support of research conducted by industry and
others. Some of the purposes for which Federal health research funds
are spent are indicated in table K-3.

The Department of Health, Education, and Welfare, will account
for 72% of total Federal health research expenditures in 1971. Because
the health role of HEW represents the broadest mandate to protect
and improve the health of the American people, the health research
supported by HEW spans a broad spectrum of inquiry ranging from
research aimed at the solution of specific health problems (such as
cancer, heart disease, mental illness, and the purity of our food, drugs,
and environment), to basic biomedical research aimed at increasing
our understanding of the biological, physical, mental, and environ-
mental factors which affect life processes.

Table K-3. FEDERAL OUTLAYS FOR HEALTH RESEARCH (in millions of dollars)

1969
actual

562
903

(170)
(142)
(76)
(88)
(54)
(87)

(286)
62

1,528

1970
estimate

583
971

(166)
(143)
(85)
(87)
(67)

(112)
(311)

67

1,622

1971
estimate

Basic research
Categorical research and development

Cancer
Cardiovascular
Mental health
Neurological and visual
Population and family planning
Environmental health
Other categorical research and development

Research facilities construction

Research, total

569
1,035
(182)
(155)
(88)
(86)
(72)

(135)
(3,7)

1,660
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1 5 0 THE BUDGET FOR FISCAL YEAR 1971

In 1971, HEW health research increases will be concentrated on
high priority health problems and on exploiting new research leads
which provide clues to the prevention or control of certain diseases.
Research on viruses implicated as the cause of cancer will be sig-
nificantly expanded, as will research on the relationship of heart
disease and risk factors associated with the incidence of cardiovascular
disease. Research aimed at eliminating the cause of dental caries will
be increased along with greater support for research on pulmonary
diseases.

High priority has been accorded efforts to eliminate diseases and
disabilities affecting infants and children. Research on these problems
and on the development of safe and effective means of contraception
will be increased markedly. Consistent with intensified efforts to
improve our environment, research on the biological action of en-
vironmental pollutants will be increased. Support for research on
the mental and social problems of drug abuse and alcoholism will
also increase in 1971.

The health research supported by the Veterans Administration
has as its focus service-connected disabilities or diseases, and the
medical problems of aging veterans, with particular emphasis on
mental illness, dental diseases and clinical pharmacology. DOD re-
search, which is directed towards the care and rehabilitation of war
casualties, plus VA research support, will equal 9% of total Federal
outlays for health research in 1971.

The National Aeronautics and Space Administration supports a
health research component directed toward insuring the health of
astronauts in space. The 1971 program will also support environ-
mental health research on the control of noise pollution from air-
craft, and the use of aerial and satellite mapping of sources of pollution,
erosion, and other ecological problems.

The Atomic Energy Commission, concerned with the health im-
plications of nuclear energy, will continue its research on the inter-
action of radiation with living matter. This research will focus on
three areas: understanding the biological effects of radiation; pro-
tecting man from exposure to radiation; and the utilization of radia-
tion to help in the solution of health problems, such as the treatment
of cancer and the development of radioisotope tracers for use in bio-
medical experimentation. In addition, collaboration between HEW
and AEC scientists has resulted in improved techniques for separating
viruses for use in the production of vaccines of higher purity and
with fewer adverse side effects.

The health research supported by the Department of Agriculture
is focused largely on the consequences of diseases affecting animal
and vegetable products. Research is also conducted on the role
of insects as carriers of disease in efforts to develop prevention
and control methods. The Agency for International Development
will concentrate its research activities on new means of fertility
control and new approaches to the control and eradication of epidemic
and endemic diseases in less developed countries. Other health re-
search activities include basic research in biology and biochemistry
supported by the National Science Foundation.
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Training and education.—One of the factors contributing to the
present inability of the health care system to meet the demand for
health services is the shortage of trained individuals to deliver these
services. For the past 20 years, Federal support for medical school
programs concentrated on biomedical research which has grown
from under $100 million in 1950 to over $1,600 million in 1970. While
indirectly assisting the education of medical students, the expenditure
of these funds in medical schools was almost exclusively for research
projects and research training programs. These funds have enabled
medical schools to increase their full-time faculty to 20,500 in 1970, a
422% increase over 1950, and the number of pre- and post-doctoral
(largely research) students to 17,000, a 208% increase over 1950. Over
the same period, the number of interns and residents in Medical
school programs increased by 280%, to nearly 23,000. The number
of medical students, however, had increased by only 42%, to an
estimated 37,200.

In order to increase the supply of physicians and other health
service manpower, the Federal Government in recent years has
undertaken direct efforts to stimulate the training of more health
professional and paramedical personnel. These efforts have concen-
trated on expanding the enrollments of health professions schools
through construction, institutional, and student aid; on increasing
the numbers and types of paramedical personnel; and on increased
use of Federal facilities to provide training for all types of health
personnel.

Ten Federal agencies are engaged directly in the support of educa-
tion programs to train medical, dental, nursing, paramedical, and
other health professional personnel. The number of health professionals
who will be aided for some part of their education by Federal agencies
in 1971 is indicated in table K-4.

Table K-4 FEDERAL AGENCIES SUPPORTING HEALTH MANPOWER
TRAINING IN 1971

Students and trainees

Physi-
cians l Dentists Nurses

Other
profes-

sionals 2

Para-
medicals

Department of Health, Education, and
Welfare_____

Veterans Administration
Department of Labor
Department of Defense
Office of Economic Opportunity
Other agenci es

19,144
17,400

15,670
1,200

40,713
22,000

17,825
4,425

3,083
2,930

74

481
232

2,495
995
424

1,028

515
4,679

14,220
6,797
3,387

419

1 Includes medical students, interns and residents.
2 Includes pharmacists, optometrists, podiatrists, veterinarians, etc.

The Department of Health, Education, and Welfare, principally
through the health manpower programs of the National Institutes of
Health, supports the training of the largest number of physicians,
dentists, nurses, and other health professionals. In 1970, HEW initi-
ated the Physician Augmentation Program to enroll 1,000 medical

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1971



152 THE BUDGET FOR FISCAL YEAR 1971

students in addition to the increase originally planned by medical
schools. In 1971, as in 1970, the HEW program of direct loans and
scholarships for health professions students will be concentrated on
assisting students from income backgrounds under $10,000. The Vet-
erans Administration, through its 166 hospitals, most of which are
associated with medical schools, trains large numbers of all types of
health manpower for its own and the Nation's health care system.

The Department of Labor, through the Manpower Development
Training Act, supports the training of the greatest number of para-
medical personnel of any Federal agency, followed by the Defense
Department.

In 1971, Federal outlays for health training and education will
rise to $1,033 million, an increase of $82 million over 1970 and $228
million over 1969. These outlays, by type of professional training
supported and by type of training space constructed, are distributed
as shown in table K-5. Included in the expenditures under "all other
training" is support for short-term training of nurses and paramedical
personnel and continuing education programs for physicians.

Table K-5. FEDERAL SUPPORT FOR HEALTH TRAINING

Physicians:
Training ___
School construction _

Dentists:
Training
School construction

Nurses:
Training
School construction _

Other health professions:
Training
School construction _ _

Paramedical training
Research training _ _
All other training _

Total

Outlays (in mi!
of dollars)

1969

176
61

30
12

62
11

8]
4

62
205
101

805

1970

203
96

36
24

67
13

98
11
65

218
120

951

lions

1971

241
97

50
27

70
23

105
13
71

214
122

1,033

First-year spaces
addedi

1969

284

61

1,174

247

1970

343

242

500

290

1971

443

177

500

147

1 Numbers reflect results of obligations in given year.

Construction of health care facilities.—Federal outlays are
estimated at $712 million in 1971, compared to $705 million in 1970.
These expenditures will be used to build or modernize health care
facilities operated by Federal agencies for their own beneficiaries, or
to support construction of community facilities to serve the general
population. Federal outlays accounted for approximately 15% of the
$2.4 billion total national expenditures for health facility construc-
tion in 1969.

The Federal Government will spend $153 million in 1971 for con-
struction of its own hospitals and health facilities, primarily those
operated by the VA, the Department of Defense, and the Department
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of Health, Education, and Welfare. These expenditures will concen-
trate on modernizing existing facilities to increase operating efficiency,
adjust to the changing needs of beneficiaries, and adapt to improve
medical technology. As another means of improving the effectiveness
of the Nation's medical delivery system, the VA and HEW are consider-
ing common construction so that a single facility can serve bene-
ficiaries of both systems.

The largest Federal program to support construction of community-
operated health facilities is the Medical Facilities Construction
(Hill-Burton) program of the Department of HEW. From its enact-
ment in 1946 through 1970, the Hill-Burton program approved con-
struction or modernization of about 467,000 hospital and long-term
care beds costing about $12 billion, of which $3.7 billion represents
the Federal share. Through Hill-Burton grants, national shortages of
hospital beds have been virtually eliminated.

Now, however, new conditions and changing needs make sole reli-
ance on grant programs or emphasis on additional hospital beds in-
appropriate. With medical price increases and the inability of the
health system to deliver services effectively, there is growing recog-
nition of the need to develop ambulatory care facilities (hospital
outpatient departments, clinics, and community centers), particularly
where they can serve as more efficient and economical alternatives
to hospital care. In addition, the growth of third party payments (e.g.,
private insurance, Medicare and Medicaid) to cover the costs, includ-
ing depreciation, of hospital and skilled nursing home care, has im-
proved the ability of these institutions to finance needed capital
improvements through borrowing.

Based on these factors, the 1971 budget reflects a major program
shift in the medical facilities construction program: directing grants
toward ambulatory care facilities; relying upon guaranteed loans with
interest subsidies for construction and modernization of private non-
profit hospitals and long-term care facilities; and providing direct
loans for public institutions.

A comparison of actual budget authority in 1969 with the 1971
budget request emphasizes the program shift. Grants for construction
of hospitals and skilled nursing homes were $228 million in 1969 and
are replaced in the 1971 budget by $500 million in loan guarantee
authorizations and $30 million in direct loans. Grants for ambulatory
care facilities rise from $18 million in 1969 to $40 million in the 1971
budget. It is estimated that the mortgage guarantee and direct loan
programs will construct or modernize 8,400 hospital beds while the
grant program will support 140 ambulatory care facilities.

Other Federal programs also help supply funds for construction of
community health facilities. The Department of Housing and Urban
Development provides grants for sanitation facilities, loans to smaller
communities to construct essential health facilities, and mortgage
insurance (but without an interest subsidy) for construction of hos-
pitals, nursing homes and group practice facilities. It is estimated
that the volume of mortgage insurance commitments in 1971 by
HUD will total $255 million, an increase of $96 million over 1970,
which will construct or modernize over 1,000 hospital beds and 16,820
proprietary and nonprofit long-term care beds. HEW grants available
for the construction of community mental health centers have assisted
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in the construction of 376 centers from 1965 through 1969. An esti-
mated 97 centers will be built in 1970 and 1971. Table K-6 shows
health facility construction trends for 1969-71.

Table K--6. HOSPITAL AND HEALTH FACILITY

Federal hospitals and health
facilities:

Hospitals, new, modernized and
replaced.

Long-term care facilities. _
Ambulatory care facilities
Environmental health facilities
Other health facilities

Federally supported construction
of hospitals and health facili-
ties:

Hospitals, new, modernized and
replaced.

Long-term care facilities
Ambulatory care facilities
Environmental health facilities
Other health facilities

Total

Outlays (in millions

1969

99

19
18
11

174
74
75

130
13

612

1970

126

5
20

7

191
86
93

157
19

705

of dollars)

1971

110
1
3

26
14

174
90
97

182
16

712

CONSTRUCTION

Volume of loan guaranteed
commitments

1969

28
113

5

146

1970

23
113
24

160

1971

184
185
53

422

Organization and delivery of health services.—In their "Re-
port on the Health of the Nation's Health Care System/' on July 10,
1969, HEW Secretary Robert Finch and Assistant Secretary Roger
Egeberg said: "Expansion of private and public financing for health
services has created a demand for services far in excess of the capacity
of our health system to respond. The result is a crippling inflation in
medical costs causing vast increases in Government health expendi-
tures for little return, raising private health insurance premiums and
reducing the purchasing power of health dollars of our citizens."

The 1971 budget mounts a concerted effort to alleviate these prob-
lems, through programs to expand manpower, construct ambulatory
care facilities, and fund comprehensive health centers. Besides these
efforts, the 1971 budget estimates outlays of $213 million, an increase
of $29 million over 1970 for domestic programs which are oriented
toward experimental approaches and innovative concepts in the de-
livery of health care. In addition, the Agency for International
Development will expend $22 million for similar programs overseas.
Over 80% of the domestic outlays result from the following three
programs in the Department of Health, Education, and Welfare.

The Partnership for Health program will spend $26 million in 1971,
an increase of $3 million, to assist States, regions and local communi-
ties to create a planning framework within which health needs and
resources can be analyzed, priorities established, improved health
care systems designed and alternative courses of action evaluated and
recommended.
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By 1971, State planning agencies in all 50 States, the District of
Columbia and five territories, will have completed the organizational
phase of their activities and become involved in substantive review
and analyses and priority determination. Areawide health planning
groups will be increased from 113 in 1970 to 125, and their funding
expanded. Recognizing the potential of planning agencies to bring
rational considerations to bear on resource development, proposed
legislation provides that plans and projects to contruct health care
facilities must be presented for their review. Further, the Adminis-
tration has proposed that Medicare and Medicaid reimbursements
for depreciation be limited to medical facilities whose construction
proposals have been approved by State health planning agencies.

Through the Regional Medical Programs substantial progress has
been made in fostering cooperation among medical schools, local health
departments, physicians, hospitals, and community groups to achieve
prompt delivery to the patient of existing and new medical knowledge
and technology, and to carry qualitative improvements in the health
care system to all parts of the Nation. To this end, the program will
fund advanced education and training for 188,000 doctors and nurses,
support certificate training for 21,000 allied health personnel, and
finance approximately 170 patient care demonstration and diagnostic
screening projects. Outlays in 1971 are estimated to be $68 million,
an increase of $19 million over 1970. The increase will permit funding
of operational projects in all 55 Regional medical programs.

The National Center for Health Services Research and Develop-
ment is the principal research arm of the national effort to improve the
organization, delivery and financing of health services. In 1971, the
National Center will focus its attention on developing and evaluating
new organizational structures for health care and training health
researchers. In addition, the Center will finance and evaluate a
special series of experiments in health planning and systems organiza-
tion conducted through local RMP and Partnership agencies. Budget
authority to finance the expanded program will increase from $37
million in 1970 to $50 million in 1971.

To achieve closer coordination among the programs and accelerate
efforts to improve the effectiveness of the health care delivery system,
proposed legislation to continue the programs will also establish a
common direction and unified set of objectives.

In other efforts to encourage efficiency and reduce costs, several
studies have been initiated by HEW using Medicare, Medicaid, and
Maternal and Child Health reimbursement payments to experiment
with (1) the comparative advantages of prepaid group practice and
fee for service care, (2) the application of industrial engineering tech-
niques to establish performance standards for hospitals and other pro-
viders of health care, and (3) the use of financial incentives to encourage
providers to operate within preset target costs. In addition, the Office of
Economic Opportunity will spend $12 million for projects which focus
on restructuring rural health delivery systems, reorganizing hospital
outpatient departments, and developing prepayment plans for the
poor.

The Veterans Administration is also devoting efforts to redesigning
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its system of delivering health services to veterans. In 1971, the VA
will spend almost $26 million in implementing management and man-
power utilization techniques to improve health services for its bene-
ficiaries and to continue development of an automated hospital infor-
mation system.

PROVISION OF HOSPITAL AND MEDICAL SERVICES

The Federal Government provides for hospital and medical care
in two ways: (1) by financing the costs of health services obtained by
eligible beneficiaries in non-Federal facilities or from private physi-
cians; and (2) by directly operating health care facilities for certain
groups of beneficiaries entitled to receive medical services at Govern-
ment expense. Outlays for both of these categories are estimated to
reach $16.1 billion in 1971, an increase of 11% over the 1970 level
(see table K-7) and 78% of all Federal health outlays in 1971.

Table K-7. PROVISION OF HOSPITAL AND MEDICAL SERVICES

Provision of direct Federal hospital
and medical services

General hospital inpatients
Psychiatric hospital inpatients___
Long-term care inpatients _ _ _
Outpatient visits and other serv-

ices
Provision of hospital and medical

services, indirect

General hospital inpatients-
Psychiatric hospital inpatients
Long-term care inpatients
Physician services—Office, home

or institution
Outpatient visits and other serv-

ices

Total

Outlays
(in millions of dollars)

1969

2,860

1,543
314
57

946

9,933

5,486
153

1,133

1,961

1,201

12,793

1970

3,147

1,696
351
64

1,036

11,339

6,223
184

1,348

2,319

1,264

14,486

1971

3,116

1,678
365
66

1,007

12,980

7,421
141

1,422

2,518

1,478

16,096

Nu mber ja|d mitted
(in thousands)

1969

2,226
129
40

67,597

7,527
166

1,091

55,541

1970

2,196
130
40

68,208

7,988
193

1,199

61,564

1971

2,147
131
42

67,196

8,326
201

1,307

66,627

Payment for hospital and medical service.—Medicare.—In 1971,
Medicare will continue efforts to achieve its dual objectives of assuring
older citizens access to quality medical care and relieving the aged
and their families of a major portion of the burden of paying for
health services.

As Medicare moves toward achieving these purposes, it has neces-
sarily increased the demand for services. While a comparison of pre-
and post-Medicare patterns of utilization by the aged is not currently
available, during the first three years of the Medicare program, ad-
missions to hospitals and extended care facilities and use of physicians'
services increased substantially. The pattern is expected to continue
in 1970 and 1971 as shown in the table below:
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1968
5.655
291

$3,300

448.5
23.0
7.9
$330

8.810
$1,142

7.1
12.2
5.5

1969
5,918
296

$4,220

507.6
25.0
8.6
$390

8,990
$1,500

8.7
13.0
7.3

1970
6.233
313

$4,726

567.0
28.5
9.1
$448

9.320
$1,789

1971
6,529
323

$5,752

622.0
30.6
9.5
$512

9.660
$1,855

a. Hospitals: 1967
Admissions (in thousands) 4,967
Admissions per 1,000 covered aged 263
Benefit payments (in millions of dollars) _ _ $2,200

b. Extended care facilities:
Admissions (in thousands) l 198.6
Admissions per 1,000 covered aged __ l 10.5
Admissions as a percent of hospital admissions... * 4.0
Benefit payments (in millions of dollars) l $94

c. Physicians' services:
Individuals meeting deductible (in thousands)... 6,900
Benefit payments (in millions of dollars) $481

d. Medical prices, percent increase from prior year
(as of June in year shown):

Medical care services 9.2
Hospital daily service charge 21.9
Physicians' fees _ 7.3

1 Data represents half-year experience only since benefits began January 1, 1967.

From 1968 to 1971 (1967 was somewhat atypical), hospital admis-
sions under Medicare are estimated to increase 15%. When adjusted
for population growth, the rise is still 11%. Similarly, the number of
aged persons who expend more than $50 a year for physicians' and
other outpatient services is expected to increase 9% over the 4-year
span.

During the same period, benefit payments for hospital insurance in-
creased 74.3%, and 62.4% for physicians fees. In addition to the utiliza-
tion increase, the sharp rise in medical prices was a major factor in the
growth in benefit payments. From July 1966 to June 1969 the cost of
medical care services increased 27.1%. By comparison, the overall
consumer price index, with medical care excluded, rose 15.9% during
the same period.

Medicare's rising costs are having a direct impact on the program's
financing provisions. Effective January 1, 1970, the deductible paid by
an aged person admitted to a hospital increased from $44 to $52. In
addition, the monthly premium paid by each enrollee in the Supple-
mentary Medical Insurance program will increase on July 1, 1970,
from $4 to $5.30. Finally, in order to assure actuarial soundness of
the hospital insurance trust fund, legislation will be proposed to
increase the share of the Social Security combined payroll tax allocated
to the Medicare program from 1.2% to 1.8% effective January 1, 1971.

Efforts to contain Medicare costs have been intensified over the
past year. Primarily, they take the form of more careful review of
the level of care provided in hospitals and extended care facilities,
enforcing utilization review requirements, reviewing physician bills
and rejecting unreasonable physician fee increases. In addition the
administration has proposed legislation which would: (1) limit Medi-
care and Medicaid depreciation payments to medical facilities whose
capital improvements have been approved by the State health plan-
ning agency; (2) bar from the program, hospitals, physicians, and
other health service providers found guilty of flagrant abuses; (3)
expand utilization review authority to include the initial need for
hospitalization.

Medicaid.—On the basis of estimates submitted by the States, but
adjusted to reflect proposed legislation, total Federal, State, and local
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medical assistance payments on behalf of the needy are expected to
rise from $5.1 billion in 1970 to $5.5 billion in 1971. The Federal
share of these payments will increase 9.3%, from $2.61 billion in 1970
to $2.86 billion in 1971. Higher outlays reflect an increase in the
number of persons served from 10.2 million in 1970 to 11.3 million
in 1971, a continued rise in medical prices, greater utilization of
services by beneficiaries, and an expansion of the program to all 54
States and jurisdictions by the end of 1971.

In terms of the types of services provided, Medicaid is heavily
weighted toward inpatient hospital care and nursing homes. In 1970,
hospitals and nursing homes accounted for approximately 67% of all
Federal Medicaid outlays, while services rendered by physicians
represented 11.6%, outpatient hospital services 4.6%, and drugs, 6%.
In an effort to reverse these proportions, legislation will be proposed
to discourage overutilization of institutional patient care and en-
courage greater use of hospital outpatient clinics, comprehensive
health centers, and home health services.

As in the past, eight States will receive approximately 60% of
Federal Medicaid payments, reflecting their more liberal income eligi-
bility standards, larger populations, and wider scope of available health
services. When totalMedicaid payments, including Federal, State, and
local contributions are calculated, these eight States represent an even
larger proportion of the program reaching almost 75% in 1971. These
States, however, account for only about a third of the Nation's poor,
an indication that a substantial unmet need for medical assistance for
the poor continues to exist in many areas.

Maternal and Child Health Service,—Whereas Medicaid's emphasis
is the elimination of financial barriers to medical care for the poor,
the Maternal and Child Health Service, in contrast, concentrates on
bringing health services into areas where health resources are not
available or are insufficient to meet the health needs of the poor.

The major thrusts of the programs of the Maternal and Child
Health Service are to reduce infant and maternal deaths and birth
defects, and provide family planning services to women who want
but cannot afford such services. In 1971, the Maternal and Child
Health Service will grant $241 million to provide necessary health care
for over 2 million mothers, infants, and crippled children. A portion
of these grants will be matched by $163 million in State expenditures.

Federal Employees Health Benefit program (FEHB) .—Civilian
Federal employees and retired employees and their families are
offered a choice of five types of health insurance plans, including
group practice plans, with the Federal Government contributing a
fixed amount per participant but not more than 50% of the premium.
While premiums have increased since 1961, the per capita Federal
payment has remained relatively constant so that the proportion of
Federal payments to total premiums has declined from 37% in 1961
to 23% in 1971. During the same period, Federal payments in-
creased from $121 million to $249 million, and employee contri-
butions rose from $200 million to $817 million, reflecting in part
the growth in employees, their dependents, and annuitants par-
ticipating in the program to 7.9 million in 1971. In addition to the in-
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crease in participants, the rise in program costs is attributable to
increasing medical prices and greater utilization of health services by
FEHB participants.

Providing medical care directly to Federal beneficiaries.-—The Federal
Government provides direct Medical care for members of the Armed
Forces and their dependents, retired servicemen and their dependents,
veterans, merchant seamen and American Indians. Outlays for this
purpose have declined from 49% of total Federal health expendi-
tures in 1960 to 15% in 1971, primarily as a result of the rapid growth
in Federal outlays for payment of hospital and medical care through
the Medicare and Medicaid programs. Direct Federal care still
remains a major program element, however, with outlays expected
to total $3.1 billion in 1971, a decrease of $31 million from 1970.

To provide health services for the Nation's 2.9 million military
personnel, retired military personnel, and dependents of both groups,
the Department of Defense will maintain 251 hospitals and 54,414
beds in 1971 and contract with community medical facilities. Outlays
to operate this health care system will decrease to $1,785 million, down
$37 million from the 1970 level.

This decrease in expenditures is the result of the reduction in the
size of the Armed Forces and number of dependents, offset to some
extent by civilian and military pay increases and the higher cost for
care in community facilities.

The Veterans Administration operates 166 hospitals, 98 long-term
care units and 202 outpatient clinics, one of the largest health care
systems in the world. In 1971, 822,000 beneficiaries will be admitted
to VA hospitals and extended care facilities, and medical outpatient
visits will increase from 6,947 million in 1969 to 7,852 million in 1971.
Outlays for medical care within the VA system will increase to $1,474
million and outlays for contract care will rise to $88 million. Legisla-
tion will be proposed to require health insurance plans to reimburse
VA hospitals for the cost of care provided to their policyholders
when their hospitalization is not service-connected.

The VA medical system will continue to improve the quality of
patient care and the efficiency with which it is delivered. Ninety-four
VA hospitals are affiliated with medical schools, representing 18% of
all university affiliated hospitals in the country. The number of spe-
cialized medical services will also continue to rise in 1971. For example,
intensive coronary care beds will increase from 629 in 1969 to 1,422
by the end of 1971. Similarly, the average monthly patient turnover
rate has increased from an overall average of 9% in psychiatric hospi-
tals and 81% in general hospitals in 1965, to an estimated 22% and
103%, respectively, in 1971.

The Department of HEW will operate eight general hospitals, two
narcotic hospitals, one leprosarium, 51 Indian health facilities, a
Federal mental institution, and 30 PHS outpatient clinics in 1971.
These facilities will service over 400,000 American Indians and natives
of Alaska, nearly 200,000 American seamen, 132,000 U.S. Coast Guard
personnel and their dependents, narcotics addicts, and persons com-
mitted or voluntarily presenting themselves for treatment at St.
Elizabeths Hospital in Washington, D.C. Of the $3,116 million ex-
pended for direct care, $133 million will provide expanded health
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services to the Indian population and sanitation facilities for approxi-
mately 7,310 Indian families, bringing the total number of Indian
homes provided with sanitation facilities to 48,000.

Distribution of health care outlays by age groups and eco-
nomic status.—Table K-8 distributes the Federal outlays for the
"provision of hospital and medical services" category among three
major age groups and between indigent and nonindigent persons.
Funds expended for categories relating to the development of health
resources and for the prevention and control of health problems
are designed to serve the entire Nation and are not normally allocable
by population group or income.

Table K-8 indicates that the largest health expenditure increase
both in percentage and in absolute terms, will be for the aged, rising
13% in 1971 from $9.2 billion to $10.5 billion. The second largest per-
centage increase will be for children and youth, a 9% increase over
1970, reflecting the administration's emphasis on providing health
services during infancy and early childhood. In 1971, $6.2 billion will
be spent to provide or finance health care services for the needy, an
increase of 9% over 1970, and an increase of 95% over 1967.

Of total outlays in 1971 for provision of health services, 65% will
be on behalf of the aged. The 1971 increase of $1.3 billion over 1970
is almost entirely attributable to increased outlays under the Medicare
program. Medicaid payments for the aged will decrease slightly in
1971, reflecting the administration's proposal to reduce support for
long term care in nursing homes and mental hospitals. Despite the
decrease, Medicaid benefits remain heavily weighted toward the aged.
In 1971, 44% of the Federal Medicaid payments will go for the aged,
although they comprise 30% of the program's beneficiaries. Federal
funds in total continue to pay approximately 60% of the personal
health care costs of the aged. In 1966, prior to Medicare and Medicaid,
the Federal share was 15%.

Table K-8. ESTIMATED HEALTH CARE OUTLAYS BY POPULATION AND
INCOME GROUPS (in millions of dollars)

Total, all recipients

Aged (65 and over)
Other adults (19-64)
Children and youth (0-18)

Indigent, total

Aged (65 and over) _
Other adults (19-64)
Children and youth (0-18)

Nonindigent, total

Aged (65 and over)
Other adults (19-64)
Children and youth (0-18)

1967

7,831

4,379
2,535

917

3,178

1,968
850
360

4,653

2,411
1,685

577

1969

12,793

8,071
3,427
1,295

5,116

3,281
1,218

618

7,678

4,790
2,210

677

1970

14,485

9,237
3,814
1,443

5,672

3,581
1,398

693

8,813

5,656
2,417

740

1971

16,096

10,473
4,059
1.564

6,192

3,797
1,587

808

9,094

6,676
2,472

756
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Although total outlays for all the aged increase 13% in 1971 over
1970, outlays for the aged indigent will rise only 6%. The more rapid
increase in outlays for the nonindigent results primarily from the enact-
ment of the 15% increase in cash benefits for Social Security benefici-
aries which reduced the percentage of the indigent aged from 34.5% on
January 1, 1969, to 30% on January 1, 1970.

Federal health outlays for children from birth to 18 years will in-
crease 9% to $1.6 billion in 1971. Of the $131 million increase over
1970, $90 million is attributable to Medicaid which will provide almost
$600 million in services to this age group. Outlays by the Department
of Defense for children of servicemen will decline slightly to $596
million, reflecting the reduced size of the armed forces. Other significant
increases are provided by OEO and the Maternal and Child Health
program.

Virtually the entire increase in health outlays for children and
youth will be aimed at needy families. In 1971, 52% of outlays will
serve poor children as compared to 1967 when only 39% of services for
children and youth went to the poor. This reflects the administration's
policy of directing an increasing proportion of outlays toward needy
children.

In 1971, $4.1 billion will be spent to provide medical services to
nonaged adults. More than half of these funds will be directed toward
the poor, the bulk of which will pay for health care rendered to veterans,
servicemen and Federal employees, as well as eligible dependents. Of
the $1.6 billion which will be spent for hospital and medical care to
needy adults, $805 million will come from Medicaid, $480 million from
the Veterans Administration and the remaining $300 million from a
number of smaller programs including OEO's neighborhood health
centers, the Vocational Rehabilitation program and the Maternal and
Child Health program. Seventy-seven percent of the increase over
1970 for nonaged adults will be for the poor. This reflects primarily
the increase of $137 million in Medicaid outlays.

PREVENTION AND CONTROL OF HEALTH PROBLEMS

Significant savings in terms of human life and economic productivity,
conservation of our limited health resources, and avoidance of needless
pain and suffering have been achieved in recent years by increased
efforts to prevent and control health problems. Efforts in this area
will be increased in 1971 with total outlays of $866 million. Some of
the activities classified under the two previous categories—Develop-
ment of Health Resources and Provision of Health Services—could
also be included in this category (e.g., portions of health research,
manpower training, planning of health services, and family planning).
However, because of the difficulty of separating prevention activities
from medical treatment activities in such programs, only those
programs which in their totality are directed toward prevention and
control are included in this category.

Until recently, the principal activities under this category were of
the traditional "public health" character—that is, efforts directed at
large population groups to prevent or control a specific disease, such
as tuberculosis. Although such activities are still important and are
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strongly supported by State and local governments, the trend being
emphasized by the Federal Government is toward comprehensive
health care which includes prevention activities, and toward an attack
on environmental factors, which, in addition to their immediate impact,
often produce subtle and long-term effects on health.

Table K-9. FEDERAL OUTLAYS FOR THE PREVENTION AND CONTROL OF
HEALTH PROBLEMS (in millions of dollars)

Disease prevention and control
Environmental control
Consumer protection

Total

1969

411
186
154

651

1970

489
M34

181

804

1971

504
M63

199

866

1 Does not include environmental research shown under "Health Research" (1969—$87. 1970—
$112. 1971—$135).

Disease prevention.—The movement from categorical disease
programs toward comprehensive health care is accentuated in this
year's budget with the major thrust being made in the various health
center programs which are described under Special Impact programs.

While the emphasis is shifting from categorical to comprehensive
programs, critical disease areas will continue to receive concentrated
efforts. Through the Regional Medical program, education and train-
ing programs will be sponsored to increase public awareness of the
relationship between nutrition and health, the adverse effects of
smoking on health, and the methods available to treat kidney dis-
eases ranging from transplantation to utilization of artificial kidney
machines.

In 1963-64 an estimated 20,000 to 30,000 children with birth defects
were born to mothers who had contracted rubella (German measles)
during pregnancy. With the licensing of a new vaccine in June 1969,
a joint Federal-State-private effort was launched to inoculate 55
million children age 1 through 14. With the $16 million requested in the
1971 budget, almost $42 million will have been allocated to immunize
children in low-income families and to motivate other families to obtain
the vaccine through their private physicians.

Disease surveillance conducted by the National Communicable
Disease Center (NCDC) provides a national alarm system to isolate
outbreaks of contagious diseases. All cases of 36 different diseases are
reported weekly to the center in Atlanta by State health departments.
State surveillance is supported, in part, by grants from the Partner-
ship for Health program. Followup support such as vaccine and
epidemiologic personnel is often furnished by the NCDC.

In order to improve the health status of many of the remote com-
munities in its region, the Appalachian Regional Commission has
allocated over $17 million of its 1971 budget to develop health care pro-
grams to reduce disease and improve the environment. Almost half of
this sum will be used for mental health programs.

Through three programs, the United States has maintained its
commitment to improve the health care and health conditions of
other Nations. The Peace Corps has enlisted the voluntary services
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of doctors, nurses, and others with medical knowledge, to aid under-
developed nations develop a health care capability. Over half of the
$12 million spent by the program is for training and treatment in areas
of nutritional deficiencies, communicable disease control and eradica-
tion, sanitation, education of indigenous populations, and develop-
ment of demographic surveys.

In cooperation with other international health organizations such
as WHO and the Pan American Health Organization, the Agency for
International Development (AID)/ supplies technical assistance and
financial support to less developed countries for family planning,
disease control and eradication, environmental health, nutrition and
research. The State Department also provides grants for these purposes
to WHO and PAHO, both of which train health workers and award
fellowships for study in certain selected fields aimed at improving
health care and services. In 1971 outlays by AID and the Department
of State for disease control purposes will be $138.3 million.

Environmental control.—Reflecting the growing awareness of
the impact of environmental factors on health, outlays for environ-
mental health in 1971 including environmental research, will total
$298 million, a 73% increase over 1969. These outlays provide for
research and control efforts in such areas as air pollution, solid wastes,
radiation hazards, occupational safety and health, public water
supplies, environmental sanitation, and noise control.

Outlays for the control of air pollution in 1971 will total $104
million, a 31% increase over 1970. Special emphasis will be placed
on the development of technology to control the wastes, and on the
strengthening of institutional arrangements for enforcement and
control.

In 1971 56% of the national air pollution budget will be obligated
for research on control technology. As table K-10 demonstrates, con-
trols already required by the Federal Government will reduce carbon
monoxide emissions by 1980 to half the 1967 level and hydrocarbon
emissions to one-third. However, unless new control technology is
developed, these emissions will rise again because of the growing
number of vehicles. Research on vehicle emission control will be
increased in 1971 in cooperation with private industry.

Table K-10. VEHICLE EMISSION CONTROL i (in millions of tons per year)

Vehicle emissions prevented by
control devices:

Hydrocarbons _
Carbon monoxide. _

Vehicle emissions released to the
atmosphere:

Hydrocarbons
Carbon monoxide

1967

(2)
(2)

16
61

1968

1
4

15
59

1969

2
9

14
57

1970

4
15

13
53

1971

5
20

12
50

1975

11
42

8
39

1980

17
66

5
31

1985

21
82

6
35

25
99

7
42

1 Data furnished by the National Air Pollution Control Administration. HEW.
2 Less than 500 thousand tons.

Efforts to develop feasible control technology for sulfur oxides,
nitrogen oxides, and other pollutants from stationary sources will also
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be increased in 1971, but the private sector will be asked to provide a
substantial portion of the financing for the prototype tests of these
control processes.

The strengthening of institutional arrangements for enforcement and
control of air pollution will also receive major emphasis in 1971 with
increased financial and technical assistance to the States and localities,
many of which will be engaged in establishing standards under
HEW's guidance. Most of the standard setting will be centered in the
57 Air Quality Control Regions which will have been established
by HEW by the end of 1970. These regions contain 53% of the urban
population.

State and local expenditures for air pollution control exclusive of
Federal funding have increased by 213% since 1965 and are now
estimated at about $30 million. In the past, the State and local air
pollution control agencies have had considerable difficulty in obtaining
qualified personnel to handle their scientific, technical, and adminis-
trative problems. In an effort to help meet this need, HEW will
devote special attention to the distribution of trained manpower
by concentrating on short-term specialty training programs and
recruitment efforts and a new effort to assign Federal personnel to
States and communities to work under the supervision of State and
local air pollution control agencies.

Accidents from all causes continue to fill half of the Nation's hos-
pital beds. In response to this problem the Departments of Labor,
Interior, and HEW will increase their research and enforcement
activities to prevent accidents and diseases in the workplace, with
special emphasis on coal mining. These accident-related activities are
in addition to other safety programs not shown in this analysis in-
cluding the rail, boat, highway, and traffic safety programs of the
Department of Transportation.

The outlays for other environmental health programs will remain
at essentially the same level as in 1970. However, HEW will begin
review of State solid waste management plans developed as a first
step toward improving the 90% of our land disposal sites which do
not meet minimum criteria and the 70% of our municipal incinerators
which do not have any air pollution controls. In addition, increased
emphasis will be placed on the development of productive economic
incentives for industry and the consumer to reduce the amount of
solid wastes generated.

Consumer protection.—Programs to protect the consumer from
illness and injury resulting from hazardous drugs, foods, pesticides,
and household products will be expanded in 1971, with outlays totaling
$199 million.

The Department of Agriculture has initiated cooperative programs
with the States to assure that all meat and poultry are suitable for
human consumption. This program will increase to $125 million,
a rise of 39% over 1969. Other food protection programs, including
those of the Food and Drug Administration and the Bureau of Com-
mercial Fisheries, will increase by 17% in 1971, and will emphasize
research on the health effects of food additives and pesticides.
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New efforts will be directed at associating particular drugs or prod-
ucts (such as toys, appliances, tools, and household cleaners) with
reports of adverse effects or accidents in order to provide a sharper
focus for the Federal Government's regulatory efforts.

Standards have already been set for radiation from color television
sets as part of a new emphasis on preventing exposure of the public
to hazardous radiation from electronic products. Standards will be
set soon for microwave ovens and other electronic products.

SPECIAL IMPACT PROGRAMS

Several programs have been selected for extended discussion in
this section because of their special significance in the 1971 budget.
Outlays for these programs are classified in one or more of the major
categories in table K-2.

Family planning.—In his Message on Population, July 18, 1969,
the President established as a national goal, "the provision of adequate
family planning services within the next 5 years to all those who want
them but cannot afford them." Funds to meet this objective and to
assist other nations will increase from $125 million in 1970 to $218
million in 1971. The funds will expand both biomedical and attitudinal
research, train health personnel to deliver family planning services,
and provide family planning services to over 2.2 million of the 5
million poor women referred to by the President. This compares to
1.6 million served in 1970 and 1.0 million in 1969.

Almost all domestic family planning funds will be spent by HEW
and OEO, with obligations rising to $103.0 million and $24.0 million
in the two agencies, respectively. Of the HEW obligations $28.3 million
will be used by NIH to train research personnel and to further its
research efforts in reproductive physiology and improved methods of
contraception. With funds totaling about $61.6 million in 1971 from
the Maternal and Child Health program and from new legislative
authority, the new National Center for Family Planning Services will
undertake increased research in the sociological and attitudinal aspects
of family planning and provide family planning services to an esti-
mated 1.6 million low-income women. An additional 2.3 million women
will be served by other programs in HEW, notably Medicaid, with
obligations for family planning services estimated at $6.1 million in
1971.

OEO's 1971 funds will enable the agency to reach 0.4 million
women, 50,000 more than served by the agency in 1970. Most of the
funds will be directed through an estimated 250 Community Action
Agencies and other institutions sponsoring family planning programs.
A portion of OEO's 1971 outlays will be used to explore innovative
ways of providing family planning services to women residing in rural
and other areas isolated from easy access to information and physi-
cians7 services.

Internationally, the State Department and AID are expected to
make about $90 million available in 1970 compared to a comparable
figure of $51 million in 1970 for international family planning activities,
both through contributions to international organizations and in
direct aid to 31 foreign governments.
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Table K-ll. ESTIMATED OBLIGATIONS FOR FAMILY PLANNING
SERVICES, RESEARCH, AND TRAINING (in millions of dollars)

Services J to low income persons (total)

Health, Education, and Welfare (total)

National Center for Family Planning Services
Maternal and Child Health
Medicaid

Office of Economic Opportunity. _

Research

National Institutes of Health _
Food and Drug Administration
Agency for International Development

International activities (total)

Agency for International Development
Department of State

Total __.

1968

16.0

7.5

6.0
1.5
8.5

8.4

7.7
.6
.1

35.2

34.6
.6

59.6

1969

34.7

20.9

18.4
2.5

13.8

20.3

11.4
.6
.3

47.3

44.7
2.6

102.3

1970

57.8

35.8

31.8
4.0

22.0

22.8

15.5
1.1
6.2

44.5

41.8
2.7

125.1

1971

91.7

67.7

43.8
17.8
6.1

24.0

36.4

28.3
1.1
7.0

90.2

86.0
4.2

2I8.3
1 Includes training.

Federally supported health centers.—In recent years compre-
hensive community based health centers have been established to
overcome the problems posed by inadequate health care resources in
poor rural and urban areas. While each agency supporting health
centers (OEO, Maternal and Child Health Service, NIMH and Part-
nership for Health) must meet certain specific objectives contained in
their authorizing legislation, all are concerned with bringing into
low-income areas health resources—clinics, physicians and health
workers—that are either nonexistent, in short supply or not readily
accessible.

In addition to creating health care resources, the centers seek a
comprehensive and personal approach to the delivery of medical care,
the utilization of scarce resources in more effective and efficient ways,
and the application of modern health technology. Many sponsor
training and employment programs for residents of the communities
served by the health centers and encourage participation of the poor
in the planning and operation of the centers. It is becoming increasingly
evident that the care being provided through the centers is having
an impact on the health status of the poor. In areas served by
maternity and infant care centers of the Maternal and Child Health
Service for example, reductions of up to 33% in infant deaths have
occurred after the establishment of the center in the area.

In 1971, 517 health centers will be funded wholly or in part with
$289 million in Federal project grants, an increase of 67 centers
and $60 million over 1970. As indicated in table K-12, the majority
of the centers are for the treatment of mental illness, mothers, infants
and children. The number of comprehensive health centers serving
the entire community will also be significantly increased in 1971 by
Partnership for Health. Part of the increase derives from the transfer of
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a number of centers previously funded by OEO that have reached
full operational status. I t is estimated that all federally supported
centers will serve approximately 1,976 million persons in 1971.

Table K-12. FEDERALLY FUNDED HEALTH CENTERS

Total Federal obligations (millions) _

Partnership for Health1

Maternal and Child Health
NIMH _ _ . . . .
OEO1 _

Number of centers funded:
Partnership for Health1

Maternal and Child Health ._ ___
NIMH (operating grants) _
OEO1

Number of persons served in year (thousands):
Partnership for Health
Maternal and Child Health
NIMH
OEO

1968

146.5

4.1
66.4
43.0
33.0

8
111
156
43

0
380
177
135

1969

193.7

10.4
75.0
56.0
52.3

18
111
218
49

23
532
300
300

1970

228.7

20.7
76.1
58.0
74.0

25
112
258
49

137
550
391
500

1971

288.5

32.4
83.1
83.0
90.0

35
115
298
49

171
560
495
750

1 Some centers will be shifted from OEO to Partnership for Health in 1971.

Narcotic addiction and alcoholism—Emphasis in the 1971 budget
has been placed on a four-pronged attack on drug abuse and alcoholism
in cooperation with local programs. The major thrust in this attack
will be an expansion of specialized narcotic addict treatment clinics.
Funds for treatment centers supported by OEO grants and NIMH
community assistance projects will rise from $10 million in 1970 to
$17.6 million in 1971. These funds will continue 31 centers now in
operation and add 21 additional centers. Similarly, outlays of $6
million will support 24 specialized centers to treat alcoholism. In
addition, outlays to assist over 1,600 self-committed addicts receiving
treatment services in their home area will rise to $7.7 million from the
1970 level of $5 million.

Increased public information on drug abuse and alcoholism will
also be carried forward by NIMH and the Bureau of Narcotics and
Dangerous Drugs. Almost $4 million has been allocated in 1971 for
production of movies, spot radio and television messages, and other
educational material.

The third focal point will be the training of personnel as diverse as
former drug addicts and educators, law enforcement officers and
alcoholics in a wide variety of treatment procedures. This training
program will spend $4.5 million in both 1970 and 1971. In addition,
NIMH will increase fellowships for research study in both drug abuse
and alcoholism, as well as widen support to institutions providing such
training.

Research supported and conducted by NIMH has brought signifi-
cant breakthroughs both in understanding the effects of drugs and

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1971



168 THE BUDGET FOR FISCAL YEAR 1971

alcohol on man and in finding chemical processes which can begin
to reverse the processes of addiction and alcoholism. More refinements
and testing of remission agents will be a key part of the research
program supported by a budget of over $27 million in 1971.

HISTORICAL RlssuMf;

Table K-2 classifies Federal health outlays for the years 1969
through 1971. The following table K-13 distributes Federal health
outlays by function for the period 1960 through 1968. The data for
1960 are not strictly comparable, representing "funds provided" rather
than outlays.

Table K-13. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

Development of health re-
sources, total

Health research
Training and education
Construction of hospitals

and health facilities
Improving the organiza-

tion and delivery of
health services 2

Provision of hospital and
medical services, total . . .

Direct Federal hospital
and medical services

Hospital and medical serv-
ices, indirect

Prevention and control of
health problems, total

Total outlays from
Federal and trust
funds

19601

1,017
510
217

290

2.165

1,701

464

326

3,508

1963

1,529
892
257

380

2,783

1,877

906

346

4.658

1964

1,806
1,069

298

439

2,904

1,971

933

393

5.103

1965

1,807
1,040

317

450

2,936

2,022

914

418

5,161

1966

1,956
1,167

410

378

3,521

2,199

1,322

451

5,928

1967

2.430
1,364

593

391

82

7,831

2,552

5,279

540

10,801

1968

2,803
1,547

687

470

100

10,764

2,738

8,025

565

14.132

1 Report of the Committee on Government Operations, U.S. Senate: "Coordination of Federal
Agencies" programs in bio medical research and in other scientific areas, report No. 142, Mar. 30.

2 Not tabulated in 1960-66 as a separate subcategory.

EXPENDITURES FOR HEALTH ACTIVITIES BY AGENCY

The following tables distribute the health-related expenditures of
Federal agencies by the categories used in this analysis. Except for
HEW and a small part of the Civil Service Commission, the outlays
of these agencies are, because of their major purpose, assigned to
functions other than Health (650) in Part 4 of the budget document.
The tables, therefore, indicate the predominant budget functional
code for each agency. Other special analyses such as those on Research
and Development, Education, and Manpower also include all Federal
outlays in their area. They will thus include, where pertinent, the
same outlays which are tabulated in this analysis.
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Table K-14. FEDERAL OUTLAYS FOR

Department of Health, Education, and Welfare
Health Services and Mental Health Administration
National Institute of Health
Consumer Protection and Environmental Health Service..
Social Securitv Administration
Social and Rehabilitation Service.-
Other

Department of Defense
Veterans Administration
Deoartment of Housins and Urban DeveloDment
Department of Agriculture
Agency for International Development
Office of Economic ODDortunitv
National Aeronautics and Soace Administration
Atomic Enersv Commission
Civil Service Commission
Department of Labor
Deoartment of State
National Science Foundation . .
Department of Commerce
Other agencies
Agency contributions to employee health funds__

Total outlays for health, 1969 _.

MEDICAL AND HEALTH-RELATED ACTIVITIES B \
(in millions of dollars)

Func-

code

650
650
650
650

650/700

051
800
550
350
150
550
250
058
906
604
150
605
500

Health

1,109.5
126.5
895.6
58.4

29.0

83.8
52.2

40.1
2.6

110.4
94.3

.3

23.4
3.1
8.1

1,527.7

Training

554.3
135.7
400.4
10.1

8.1
6.0

119.9
77.5

11.1

.7

28.1
2.8
3.8

1.2

805.5

322.7
316.3

5.6

.8

.1
71.8
45.7

118.4

13.1

.2

5.3
34.7

612.0

116.0
100.3
15.6

20.9
.8

28.5

166.1

Direct

medical

120.8
120.5

.3

1,395.6
1,310.3

1.4
.1

32.6

2,860.3

r AGENCY, 1969

Indirect

and
medical

9,217.0
220.4

6,597.7
2,387.8

8.1
213.1
65.1

126.0

40.7
14.9

.3

1.4
246.6

9,933.2

Preven-

of health
problems

379.9
267.1

5.4
105.7

1.8

20.8

133.2
65.9

2.6
21.8

27.2

651.5

11,820.3
1,286.9
1,322.6

174.2
6,597.7
2,427.8

14.3
1,905.1
1,571.6

119.2
173.4
121.2
126.0
110.6
95.0
40.7
47.3
25.0
27.2
8.4

104.6
246.6

16,556.4
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TabIeK-15. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1970
(in millions of dollars)

Department of Health, Education, and Welfare
Health Services and Mental Health Administration __
National Institute of Health _ .
Consumer Protection and Environmental Health Service
Social Security Administration-_
Social and Rehabilitation Service..
Other

Department of Defense __
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Agency for International Development
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Energy Commission - --
Civil Service Commission -
Department of Labor
Department of State - --
National Science Foundation.. _
Department of Commerce ._
Other agencies
Agency contributions to employee health funds _

Total outlays for health, 1970.

Func-
tional
code

650
650
650
650

650/700

051
800
550
350
150
550
250
058
906
604
150
605
500

Health
research

160.9
132.4
916.8
81.8

29.9

80.3
62.9

43.2
8.6

115.2
101.1

.3

26.3
3.5

19.3

1,621.7

Training
and

672.9
166.9
484.9
10.9

10.2
6.5

130.5
92.2

11.5

.6

28.1
3.0
3.4

2.3

951.0

Construe-

358.2
345.5

9.8

3.0
.9

52.1
73.6

150.9

12.5
. . . . . .

4.8
51.8

705.1

Organiza-
tion and
delivery

155.5
137.3
18.2

25.2
3.0

35.6
1.0

220.4

Direct
Federal
hospital

medical

131.9
131.5

.3

1.515.4
1,463.6

1.5
.2

34.7

3.147.3

Indirect
Federal
hospital

and
medical

10,557.7
252.2

7,537.8
2,753.0

7.9
232.0
77.7

147.9

41.2
18.5

.3

3.6
251.7

11,338.6

Preven-
tion and
control

of health
problems

439.8
291.1

7.8
124.4

16.4

22:3

163.6
108.1

3.3
25.0

41.5

803.5

Total

13,477.0
1.456.9
1.437.5

217.1
7.537.8
2.812.9

15.4
2.032.6
1.795.2

154.0
206.8
176.3
148.9
115.5
101.7
41.2
51.7
28.4
29.7
8.3

153.4
251.7

18.787.6
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TableK-16. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1971
(in millions of dollars)

Department of Health, Education, and Welfare
Health Services and Mental Health Administration
National Institute of Health .
Consumer Protection ;and Environmental Health Service
Social Securitv Administration
Social and Rehabilitation Service
Other

Department of Defense ,_
Veterans Administration
DeDartment of Housincr and Urban Development
Department of Agriculture
Agency for International Development- _ _ - _ _ _
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Enenzv Commission
Civil Service Commission
Department of Labor. _ _ _
Department of State
National Science Foundation
Department of Commerce _ _._ _ . . _ » _ _ _ .
Other agencies _ »_
Agency contributions to employee health funds

Total outlays for health, 197L

Func-
tional

650
650
650
650

650/700

051
800
550
350
150
550
250
058
906
604
150
605
500

Health

1,193.0
135.9
929.3
97.3

30.5

84.2
63.0

44.4
9.6

111.8
94.2

.3

25.8
3.9

29.8

1,660.0

Training
and

748.3
170.8
554.2

13.4

9.8
7.7

128.7
99.4

6.7

.4

31.5
2.8
3.0

4.2

1,032.8

Construe-

347.1
334.0

3.7

9.3
10.1
62.2
54.2

178.7

6.8

3.7
48.8

711.6

tion and

173.1
154.9
18.2

25.6
2.6

22.1
12.0

235.5

Direct

hospital

medical
services

140.1
139.7

.4

1.463.7
1,473.5

1.7
.2

36.5

3,115.7

Indirect

hospital

medical
services

12,145.8
317.7

8,774.4
3,034.3

9.5
238.0
88.1

165.9

46.5
21.0

.3

7.6
256.9

12,979.5

Preven-

control
of Ii*ji1f-h
problems

464.8
292.7

8.0
143.1

20.9

20.7

175.6
110.2

3.6
28.1

64.5

866.9

Total

15,212.1
1,545.7
1,513.4

253.8
8.774.4
3,105.3

27.4
1,997.6
1,803.8

181.3
219.4
155.4
177.9
111.8
94.6
46.5
58.1
31.4
28.8
7.6

191.4
256.9

20,602.0
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SPECIAL ANALYSIS K

FEDERAL HEALTH PROGRAMS *

General overview.—Federal spending for health in 1972 is esti-
mated at $22.2 billion, an increase of $1.5 billion over 1971. As indi-
cated in table K-l , Federal health outlays will comprise 9.7% of
total Federal expenditures in 1972 and will account for more than
one-fourth of all expenditures, public and private, for health. By
contrast, only a decade ago, Federal outlays for health were $3.7
billion—less than 4% of total Federal budget outlays and 12% of total
national expenditures for health.

This shift began in 1967 with the implementation of the Medicare
and Medicaid legislation, which finances a significant portion of the
health care costs of the aged and the poor. In 1966, total Federal
health expenditures were $5.2 billion, of which only 19% helped
finance the cost of health care for the general public. In 1967, Federal
health outlays rose to $10.8 billion, of which 48% were spent to fi-
nance health care, principally for the aged and the poor. In 1972,
total Federal outlays for this purpose are estimated at $14.1 billion,
or 64% of all Federal health expenditures.

Table K-l. FEDERAL OUTLAYS FOR HEALTH COMPARED TO THE TOTAL
FEDERAL BUDGET AND TO TOTAL NATIONAL EXPENDITURES FOR
HEALTH (dollars in billions)

1960 1962 1967 1968 1970 1971 1972

Federal outlays for health $3.5
Total Federal budget outlays. $92.2
Total national health expenditures __ $26.4
Federal health outlays as percent of:

Total Federal budget outlays- 3.8 3.5 6.8 7.9 9.2 9.7 9.7
Total national health expendi-

tures _. 13 12 23 26 27 NA NA

NA.= Not available.

HEALTH POLICIES AND THE 1972 BUDGET

The outlays for medical and health related activities of all Federal
agencies are grouped by major program categories in table K-2 for
the years 1970-72. Similar historical data for selected prior years
are shown in table 14 on page 170 of this analysis.

1 Coverage of this Analysis. The Health Analysis includes all the medical and health programs classified
in the "Health" function in Part 5 of the Budget Document, as well as health aspects of programs in
agencies which are assigned to other functions in the budget. The largest of this latter group are the
health programs in the Department of Defense and the Veterans Administration. The addition of
health outlays from programs and agencies functionally classified elsewhere in the budget account
for the $22.2 billion reported in this analysis compared to the $16.0 billion reported in Part 5 of
the budget.

Both Part 5 and this analysis use the same categorical framework to distribute health outlays.
However, for technical reasons Part 5 does not make as detailed a distribution in the outlays from
a single appropriation as is done in this analysis. Thus, some outlays are assigned in this analysis to
a different category.

149

$3.7
$106.8
$30.2

$10.8
$158.3
$47.9

$14.
$178.
$53.

1
9
6

$18.
$196.
$67.

1
6
2

$20.7
$212.8

NA

$22.2
$229.2

NA
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1 5 0 THE BUDGET FOR FISCAL YEAR 1972

Table K-2. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

1970 197! 1972
actual estimate estimate

Development of health resources, total. _„ . . ._ ._ ._ _ (3,264) (3,579) (3,828)
Health research (including special cancer initiative) 1,577 1,742 1,843
Training and education (including special new program) 969 1,049 1,128
Construction of hospitals and health facilities 539 566 619
Improving the organization and delivery of health services 179 222 238

Provision of hospital and medical services, total (14,080) (16,238) (17,458)
Direct Federal hospital and medical services 3,058 3,276 3,334
Hospital and medical services, indirect 11,022 12,962 14,124

Prevention and control of health problems, total _ _ (722) (876) (926)
Disease prevention and control 434 515 530
Environmental control 111 160 170
Consumer protection 177 200 226

Total outlays from Federal and trust funds 18,066 20,693 22,212

The 1972 Federal health program emphasizes increased Federal
leverage and leadership to stimulate basic reforms in the Nation's
health sector. A new program for health will be presented to the
Congress in calendar 1971 directed toward the expansion of pre-
ventive programs and the achievement of greater equity and
efficiency in the delivery of health services. Among the new initiatives
to be proposed are a health protection program for low-income families
with children to take effect after 1972, a new $100 million cancer
research program, a special research program on sickle cell anemia,
and reforms and increases affecting the training and geographic
distribution of health manpower.

The 1972 budget also reflects proposed changes in existing pro-
grams designed to improve the effectiveness of Federal health pro-
grams and to ensure that both Federal and other national expend-
itures on health will result in more equitable and efficient health
care. The following measures will be taken:

• Cost control procedures and policies will be increased in Medi-
care and Medicaid. Although outlays in these programs continue
to rise as more people are served and as medical care costs rise,
the increase in benefit payments is estimated at 8% in 1972
compared to an increase of 17% in 1971;

• Health professions schools will be allowed greater flexibility in
their use of Federal institutional grant funds and will be provided
a more stable and higher level of basic support for their educa-
tional costs;

• The focus of those Federal programs aimed at improving our
health care delivery system will be sharpened and will include
greater use of and experiments with health maintenance orga-
nizations (HMO), which stress ambulatory and preventive health
care;

• Emphasis will be placed on preventive health efforts through
increases in biomedical research, environmental health, family
planning services, treatment and rehabilitation of drug addicts
and alcoholics, consumer protection, and occupational health
activities; and
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• Direct care programs in the VA will be improved by increasing
the ratio of staff to patients and by expanding specialized
medical services.

DEVELOPMENT OF HEALTH KESOURCES

Federal programs aimed at enlarging the health resources of the
Nation include health research, health manpower training and educa-
tion, construction of medical and health facilities, and efforts directed
toward improving the organization and delivery of health services.
The combined outlays for these programs will rise to $3,828 million
in 1972, an increase of $249 million over 1971.

Health research.—One of the keys to the prevention of disease is
acquiring an understanding of disease processes through health
research. Because the fruits of health research can benefit all segments
of society, it is appropriate that the Federal Government assume
major responsibility for support of this activity. The Federal Govern-
ment accounts for 60% of national health research expenditures; with
industry accounting for 29%; and foundations, voluntary health
agencies, and others the remaining 11%.

Federal expenditures for health research, which approximated $100
million in 1950, will total $1,843 million in 1972. Table K-3 displays
some of the areas of federally supported health research. This research
is conducted principally in medical schools, universities, and other
nonprofit institutions which account for an estimated 63% of total
Federal health research expenditures. Federal laboratories and clinics
will spend approximately 25%, and industry another 12%.

Table K-3. FEDERAL OUTLAYS FOR HEALTH RESEARCH (in millions of dollars)

1970 1971 1972
actual estimate estimate

Basic research
Categorical research and development

Cancer
Cardiovascular
Mental health
Neurological and visual
Population and family planning
Environmental health
Other categorical research and development

Research facilities construction

Research, total 1,577 1,742 1,843

Some 13 Federal agencies support biological and medical research
(see table K-17). The Department of Health, Education, and Welfare
will account for 70% of total Federal health research expenditures in
1972, principally through the National Institutes of Health. The
programs it supports range from basic investigations designed to
promote the understanding of biological and life processes, including
factors that interfere with normal life functions, to efforts focused on
new treatment and prevention methods of the most prevalent diseases.
In 1972, as in 1971, increases for HEW health research will be directed
toward exploiting research leads for the prevention and control of
disease. Reflecting this, cancer research will be significantly accelerated

(550)
(976)
181
147
85
90
17
146
310
(51)

(581)
(1,106)
210
166
87
98
33
184
328
(55)

(580)
(1,205)
257
171
91
98
44
217
326
(58)
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through a new $100 million program. Research on arteriosclerosis will
also be intensified with the aim of understanding the factors associated
with a high risk of heart attacks. Research will be substantially
expanded on sickle cell anemia, a hereditable disease that affects one
in every 400-500 young blacks. Research will be conducted on child-
hood illnesses and disabilities and on safe and effective means of ena-
bling parents to plan the number and spacing of their children. Other
high priority research areas include lung disease, tooth decay, drug
abuse, and alcoholism.

Both the newly established Environmental Protection Agency and
HEW will intensify efforts to understand the effects on man of envi-
ronmental pollutants. EPA's health research programs are treated
in more detail in Special Analyses O and R of this volume.

The health research programs of the Department of Defense and
the Veterans Administration, which together provide 9% of Federal
health research support, are concerned with factors affecting the health
of servicemen, including the care and rehabilitation of those with
service-connected injuries. VA health research also emphasizes the
medical problems of aging veterans. Many of these research activities
are of broad national interest and are coordinated with HEW.

In 1972, the National Aeronautics and Space Administration will
continue to support health research as part of its man-in-space program
and its studies on the extraterrestrial origin of life. The Atomic Energy
Commission will study the biological effects of radiation, the use of
radiation in the solution of health problems such as the treatment of
cancer, and the protection of man from exposure to radiation. The
Department of Agriculture supports research on diseases affecting
animal and plant products, which in turn have health or economic
consequences for man, and on the role of insects as disease carriers.
The Agency for International Development supports health research
to assist less developed countries contain population growth and the
spread of disease. The National Science Foundation supports basic
research in biology and biochemistry.

Training and education.—The rise in demand for medical
services since 1965, generated in part by Medicare and Medicaid, has
not been paralleled by adequate increases in the supply of health
manpower. Consequently, the Federal Government has assumed an
obligation to assist in expanding this resource. Federal outlays for
health training and education will increase by $79 million to $1,128
million in 1972 and will support the training of physicians, dentists,
nurses, paramedical personnel, and other types of health professionals.

Among the institutions responsible for the training of health man-
power, medical schools play a key role and warrant special attention.
Since 1950, Federal support for medical school programs has been
largely for their biomedical research activities. Although these funds
have also indirectly aided in improving physician education, only
since 1965 has direct Federal assistance been available for the expan-
sion of medical student enrollments. Federal funds to increase medical
student enrollments (and enrollments in schools of dentistry, oste-
opathy, pharmacy, podiatry, optometry, and veterinary medicine)
have been directed through grants for the construction of classroom
and teaching hospital space, for "institutional support" (i.e., grants
for operating expenses and curriculum improvements), and for student
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aid (loans and scholarships). The number of students entering 113
medical schools in 1972 will exceed 11,600, a 23% increase over the
5-year period 1968-72 compared to only a 7% increase over a like
period prior to 1965.

Table K-4. FEDERAL FUNDS TO MEDICAL SCHOOLS

(obligations in millions of dollars)

Agency 1970 1971 1972
actual estimate estimate

Department of Health, Education, and Welfare 767.6 836.3 1,015.7

National Institutes of Health (635.1)
Research
Education
Construction

Health Services and Mental Health Administration
Research
Education
Construction

Social and Rehabilitation Service
Research
Education

Atomic Energy Commission:
Research

Department of Defense:
Education

National Aeronautics and Space Administration:
Research

Department of Housing and Urban Development
Education
Construction

National Science Foundation:
Research

Veterans Administration:
Research

Total
Research
Education
Construction

Total Federal support for medical school research, education and
construction programs in 1972 will amount to an estimated $1,045
million, as shown in table K-4. Although approximately 60% of this
amount is for research programs, support for the educational pro-
grams of medical schools is increasing at a faster rate than for research,
and shows a significant increase in 1972. The increase in funds for
educational programs in 1972, along with an amended Health Alan-
power Act, will provide medical, dental, and other health professions
schools with greater stability and flexibility in the use of Federal
funds. A special $95 million program will be supportive of these aims
and of many of the reforms and efficiencies recommended for medical
and dental schools by the Carnegie Commission on Higher Education.

In 1972, 12 Federal agencies will fund programs to train research and
health care personnel. The number of these individuals who will be
aided in 1972 for some part of their education by various Federal
programs is indicated in table K-5.

(635.1)
453.1

79.4
102.6

(117.8)
42.1
72.3
3.4

(14.7)
14.6

.1

14.6

.5

1.8
(4.0)

i
. i

3.9

7.0

.5

(796.0)
533.7
152.4
109.9

(703.6)
498.0
125.6
80.0

(118.1)
43.0
73.3
1.8

(14.6)
14.6

14.5

.7

1.9
(4.4)

4̂ 0

7.0

.8

(865.6)
579.8
200.0
85.8

(875.7)
544.6
248.4
82.7

(125.4)
44.3
74.3
6.8

(14.6)
14.6

14.6

.7

1.9
(4.7)

•7

4lO

7.0

.8

(1.045.4)
627.8
324.1
93.5
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Table K-5. FEDERAL AGENCIES SUPPORTING HEALTH TRAINING IN
1972

Numbers of students and trainees aided in—

Dentistry Para-
and medical Other

Medicine 1 other Nursing pro- Research health
pro- fessions training3

fessions 2

Department of Health, Educa-
tion, and Welfare 19,238 20,632 34,370 1,193 15,225 85,495

Veterans Administration 21,799 5,510 17,406 8,400
Department of Labor 62,585
Department of Defense 3,239 1,263 2,470 5,955 3,785
Agency for International Devel-

opment 3,263 2,567 861 6,291 48 5,152
Environmental Protection Ag-

ency 1,566 50 2 6,533
Other agencies 22 31 250 230 156 3,307

1 Includes medical students, interns, and residents.
2 Includes pharmacy, optometry, podiatry, veterinary medicine, etc.
3 Includes short-term training.

Among Federal agencies, the National Institutes of Health in HEW
will continue to be the largest supporter of health manpower training.
The Veterans Administration, through its 169 hospitals, most of which
are affiliated with medical schools, also trains large numbers of health
professionals. The Department of Labor, under the Manpower
Development Training Act, supports the training of the greatest
number of paramedical personnel of any Federal agency.

Construction of health care facilities.—Federal outlays for
construction of health care facilities, including environmental health
facilities, are estimated at $620 million in 1972, an increase of $54
million over 1971. These expenditures will be used to build or modernize
health care facilities operated by Federal agencies for their own benefi-
ciaries or to support construction of community facilities to serve the
general population.

Of the total outlays of $229 million in 1972 for construction of
federally owned and operated hospitals and health facilities, 82%
will be expended by the Veterans Administration and the Department
of Defense. These expenditures will concentrate on modernizing and
replacing existing facilities rather than adding to total bed capacity.

The largest Federal program to support construction of commu-
nity operated health facilities is the medical facilities construction
program (Hill-Burton) in the Department of Health, Education, and
Welfare. In its 25 years of operation through June 1970, the Hill-
Burton program has authorized construction or modernization of
almost 457,000 hospital and long-term care beds and over 1,500 out-
patient and rehabilitation facilities with a total cost of over $12 billion,
of which almost $3.6 billion represents the Federal share.

Recently enacted revisions to the Hill-Burton program provide new
support mechanisms for meeting the Nation's changing needs for
health facilities. Beginning in 1971, Federal support for hospital
modernization and construction of long-term care centers is available
through Federal guarantees and subsidies of loans obtained in the
private market. Hospitals and long-term care facilities are able to
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repay these loans through income generated from patient charges
and third-party insurance payments including Medicare and Medicaid.
By the end of 1972, this program will guarantee and subsidize a
cumulative total of $1 billion in loans.

With hospitals and long-term facilities assisted through the loan
guarantee program, direct Federal grant support will be limited to
those facilities which ordinarily do not generate income sufficient to
repay long-term mortgages and which, in addition, have the potential
for either avoiding or shortening the need for hospitalization. The 1970
legislative revisions substantially increased the grant authorizations
for ambulatory care facilities (hospital outpatient departments, clinics,
community health centers) and the 1972 budget provides the full
amount authorized by the law for construction of these facilities—
$70 million. It is anticipated that this total will generate approxi-
mately $266 million worth of construction and assist 243 ambulatory
care projects. The outlay impact of the increased program level will be
reflected in subsequent years.

Total outlays for federally supported construction of hospitals and
other facilities will remain virtually level as a result of funds obligated
in prior years when the support program was heavily hospital grant-
oriented. In 1972, however, grant obligations for hospitals are signifi-
cantly lower and will result in outlay reductions in subsequent years.

Table K-6. HOSPITAL AND HEALTH FACILITY CONSTRUCTION

Federally supported construction of
hospitals and other facilities:

Hospitals, new
Hospitals, modernized and replaced-
Long-term care facilities
Environmental health facilities
Ambulatory care facilities
Other

Total, federally supported

Federal hospitals and health facilities:
Hospitals, new
Hospitals, modernized and replaced.
Long-term care facilities
Environmental health facilities
Ambulatory care facilities
Other

Total, Federal

Total, construction _ _ _

Out lays (in

1970

121
91
77
9

67
33

397

32
73

24
4
9

142

539

millions

1971

113
94
80
13
73
24

396

46
78

1
30
3

12

169

566

of dollars)

1972

104
102
81
15
60
28

390

66
105

3
29
2

23

229

620

Number

1970

9,609
8.478
8.092

(89)

90
1,316

(5)

of beds (or projects) '

1971

8,178
7,040
7,128

(89)

70
1,043

(10)

1972

6,889
5,845
6,497

(68)

264
2,095

(2)

•Less that $500 thousand.
1 Represents beds and projects which become available in each of the 3 years, irrespective of

the year(s) of related outlays.

Other Federal programs also help supply funds for construction of
community health facilities. The Department of Housing and Urban
Development provides mortgage insurance (but without an interest
subsidy) for construction of hospitals, nursing homes, and group prac-
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tice facilities. It is estimated that the volume of mortgage insurance
commitments in 1972 by HUD will total $524 million, an increase of
$111 million over 1971 and will support construction or moderniza-
tion of 5,500 hospital beds and almost 20,000 proprietary and private
nonprofit long-term care beds.

Organization and delivery of health services.—The 1972 budget
continues to place priority on improving the efficiency of the health
care system and in combating the continued rise in health care prices.

Cost increases are due to general economic conditions, wage in-
creases, and increased demand for medical services generated in part
by Federal financing programs. These factors are aggravated by scarce
manpower resources in many areas and the reimbursement mecha-
nisms of private and public insurance programs which frequently do
not discourage the use of higher priced inpatient facilities when lower
cost ambulatory care would be appropriate. As a result, many pro-
viders of health care lack the incentive to minimize cost while assuring
a high standard of care.

In 1972, more than $238 million will be directed to programs de-
signed to alleviate these problems. Efforts will be made to expand the
use of paramedical manpower, to encourage the use of ambulatory
care, to improve the mechanisms and capability for regional health
care planning, and to increase experimental and other approaches to
better utilization of health care technology.

To improve planning for the development and allocation of health
resources at the State and local level, the partnership for health program
will spend $26 million in 1972, an increase of $6 million over 1971.
This will fund 14 new areawide planning agencies and aid the conver-
sion of 34 existing agencies from the organizational to the planning
stage. In total, 151 areawide planning agencies will be working toward
a more coherent and efficient health system. The regional medical
program (RMP) will concentrate grants to those regions that have
been most productive and will reduce awards to those RMP's that
have exhibited the least potential for playing a catalytic role in moving
the local health care system toward improved accessibility and quality
of care. The major emphasis in 1972 will be directed toward more
efficient utilization of professional and allied health personnel; the
development of new ways to improve quality control and decrease
costs of care in hospitals; promotion of early detection of disease; and
improved treatment of heart, stroke, cancer, and kidney disease.

The National Center for Health Services Research and Development is
the principal research agency concerned with improving the orga-
nization, delivery, and financing of health services. Its 1972 research
program will be directed into the following areas: development of
experimental community based health delivery systems, simplified
financing mechanisms and cost containment methods including a
broad research and evaluation effort on health maintenance orga-
nizations, experiments in the training and utilization of new types of
health services manpower, and the development of a cooperative
Federal-State-local health statistics system. In addition, the National
Center will retain primary responsibility for coordinating joint
RMP-CHP efforts to improve health planning and organization of
the health care delivery system.
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39
30
48
62

42
34
52
95

51
31
52
104

Table K-7. FEDERAL OUTLAYS FOR IMPROVING THE ORGANIZATION
AND DELIVERY OF HEALTH SERVICES (in millions of dollars)

Purpose of expenditure 1970 1971 1972
actual estimate estimate

Area wide planning
Improving and implementing technology
Manpower utilization
Health care systems

Total 179 222 238

In other efforts to encourage efficiency and reduce costs, several
agencies in HEW will experiment with new reimbursement arrange-
ments, including prepaid comprehensive health care programs and
negotiated fees. Additional funds in HEW and OEO will be channeled
into experiments related to the use of new medical manpower, including
physicians' assistants, that offer promise for alleviating health man-
power shortages, particularly in rural and inner city areas where
physicians are often scarce. OEO will also concentrate on developing
community-wide health networks designed to serve persons living in
poverty areas by linking together the various health care resources in a
community into a more responsive system. Both the Veterans Admin-
istration and the Department of Defense will undertake experiments
in health services delivery, including use of systems analysis for
designing and operating a modern acute care hospital.

PROVISION OF HOSPITAL AND MEDICAL SERVICES

The Federal Government provides for hospital and medical care
in two ways: (1) by financing the costs of health services obtained by
eligible beneficiaries in non-Federal facilities or from private physi-
cians, and (2) by directly operating health care facilities for certain
groups of beneficiaries entitled to receive medical services at Govern-
ment expense. Medicare and Medicaid comprise the major portion of
the first category of funds, outlays for which will rise $1,162 million in
1972. Outlays for Federal direct care programs will increase by only $58
million during 1972, reflecting the substitution of more efficient facili-
ties in the private sector for some of the older, outmoded Federal
institutions and a reduction in the Defense Department's medical care
program.

Payment for hospital and medical service.—Medicare.—Through
reimbursements for institutional care, physician visits, and a wide
range of outpatient services, the Federal Medicare program pays ap-
proximately 47% of the total personal health care costs for the aged.
Total expenditures by the program will exceed $9 billion in 1972, of
which 70% will represent payments for services provided in hospitals,
extended care facilities, and through home health agencies, and 25%
will represent payments to physicians and other outpatient care
facilities. The remaining 5% consist of administrative costs and other
payments designed to improve the operation of the program.

Medicare, by removing the financial obstacles to the receipt of
medical services for persons over 65, has significantly influenced
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Table K-8. PROVISION OF HOSPITAL

Outlays

1970

AND MEDICAL SERVICES

(in millions of Number admitted
dollars) (in thousands)

1971 1972 1970 1971 1972

Provision of direct Federal hospital and
medical services 3,058 3,276 3,334

General hospital inpatients 1,679 1,792 1,818 1,925 1,827 1,716
Psychiatric hospital inpatients 415 452 473 163 166 166
Long-term care inpatients 81 93 104 35 37 37
Outpatient visits and other services 882 940 939 61,540 58,743 56,163

Provision of hospital and medical services, in-
direct 11,022 12,962 14,124

General hospital inpatients 5,997 7,261 8,102 1,890 2,125 2,296
Psychiatric hospital inpatients 233 246 212 207 218 223
Long-term care inpatients 1,060 1,190 863 833 960 1,035
Physician services—Office, home, or in-

stitution 2,328 2,512 2,838 \J(] cU 7 4 ^ 97 «R7
Outpatient visits and other services 1,403 1,752 2,108 \l[}'^ l% o w z / ' 0 0 /

Total 14,080 16,238 17,458

the utilization of these services. Hence, to the extent that their
expanded demand increased more rapidly than the capacity of the
health care system to deliver services, Medicare has been both the
cause and the victim of the rapid rise in medical prices.

From 1968 to 1972, hospital admissions under Medicare are esti-
mated to have increased by 15%. When adjusted for population
growth, the increase is reduced to 8.5%. Similar increases have oc-
curred in the number of aged persons who receive benefits for physician
and other outpatient services. As a result of these utilization patterns,
total benefit payments under Medicare increased 53% from 1968 to
1971. A large portion of the increase can, of course, be attributed to the
21% rise in medical care prices during the 1968-70 period. The table
below displays the pattern of utilization and costs in the program.

a. Hospitals: ^68 1969 1970 1971 1972
Admissions (in thousands) 5,655 5,918 6,093 6,338 6,508
Admissions per 1,000 covered aged 291 296 305 312 316
Benefit payments (in millions) $3,300 $4,220 $4,439 $5,372 $5,766

b. Extended care facilities:
Admissions (in thousands) 448.5 507.6 476.0 514.0 540.0
Admissions per 1,000 covered aged 23.0 25.0 23.8 25. 3 26. 2
Admissions as a percent of hospital admissions. __ 7.9 8.6 7.8 8.1 8.3
Benefit payments (in millions) $330 $390 $295 $350 $450

c. Physicians' services:
Individuals meeting deductible (in thousands)-. 8,810 8,990 9,200 9,500 9,400
Benefit payments (in millions) $1,142 $1,500 $1,771 $1,832 $1,965

d. Medical prices, percent increase from prior years (as
of June in year shown):

Medical care services 7.1 8.7 6.8
Hospital daily service charge 12.2 13.0 12.1
Physicians'fees 5.5 7.3 7.6

To counteract cost escalation, extensive administrative actions
have been undertaken. Intensified efforts have been made to achieve
more careful review of the level of care provided in hospitals and

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1972



SPECIAL ANALYSES 159

extended care facilities, to enforce utilization review requirements,
and to reject unreasonable physician fee increases.

These efforts have been partially successful as reflected by the
1970 fiscal and statistical data for hospital and ECF care. Benefit
payments to hospitals increased 5% in 1970 compared with 28% in
1969. Outlays for ECF care actually declined over 1969. The average
length of stay in hospitals decreased from 13.5 days in 1969 to 12.9
days in 1970.

To contribute further to this effort, legislation will be proposed
that will extend cost sharing arrangements with Medicare benefi-
ciaries to encourage the utilization of less costly but appropriate
alternatives to hospitalization such as extended care facilities and home
health agencies. The legislation will also promote the use of more
efficient health care delivery mechanisms such as health maintenance
organizations.

Medicaid.—Program costs for the Medicaid program in 1972 are
derived from estimates submitted by States adjusted to reflect im-
proved administrative controls over program abuses and proposed
legislation to curtail overutilization of institutional services through
limitations on Federal matching and cost sharing with Medicaid bene-
ficiaries. The cost to the Federal Government, representing approxi-
mately 54% of the total program costs, are estimated to be $3.4 billion
in 1972, a 4% increase over 1971. The small increase is in marked
contrast to increases in prior year costs, which averaged about 20%
per year from 1968 through 1971. The following table depicts the cost
increases and other selected program indicators for the period 1968-72.

1968 1969 1970 1971 1972
Payments to medical vendors (millions) $1,731 $2,191 $2,604 $3,102 $3,216
Percentage increase over prior year (%) 55 27 19 19 4
Adminstrative costs (millions) $77 $94 $115 $148 $168
Percent of payments to categorically needy (%) NA 66 69 77 78
Number of States and jurisdictions in program (as of

beginning of each year) 40 43 * 52 52 52
Recipients of service (millions of persons) 11.5 12.9 15.0 17.0 19.0

Aged 2.6 2.9 3.0 3.1 3.1
Blind and disabled .9 1.1 1.3 1.5 1.7
Children under 21 5.2 5.9 7.4 8.7 10.1
Otheradults 2.8 3.0 3.3 3.7 4.2
1 Two States, Arizona and Alaska, are not participating in the Medicaid program.
NA=Not available.

It should be noted that in the years 1967-69 most of the inciease
in Medicaid recipients is attiibutable to a rise in the number of States
and jurisdictions in the program. In the latter years, however, the
rise in the number of persons receiving medical assistance results
largely from increases in the number of public assistance recipients.
As a result of the substantial increase in the public assistance rolls, a
major shift is occurring in the distribution of payments between
categorically needy and medically indigent persons. The percentage
of total Medicaid payments on behalf of the medically indigent has
declined from 31% in 1968 to an estimated 22% in 1972.

In terms of the types of services provided, Medicaid is heavily
weighted toward inpatient hospital care and nursing homes. In 1971,
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hospitals and nursing homes accounted for approximately two-thirds
of all Federal Medicaid outlays, while services rendered by physicians
represented 13%, outpatient hospital services, drugs, and other care,
22%. In an effort to modify these proportions so that greater emphasis
is placed on more cost-effective ambulatory and preventive care, legis-
lation will be proposed to discourage unnecessary utilization of in-
stitutional care by limiting Federal matching for care provided in
nursing homes and mental hospitals to that needed for active treat-
ment, and by instituting cost-sharing provisions for care provided in
general hospitals. Higher Federal matching will be provided for all
ambulatory care to encourage greater use of hospital outpatient
clinics, comprehensive health centers, and physicians services.

A major restructuring of the Medicaid program will be proposed as
part of the administration's new family health protection plan to be
submitted to the 92d Congress. However, this program will be
implemented after 1972.

Maternal and child health and family planning.—The major goal of
the MCH program is to provide health services to mothers and
children, especially in rural areas or areas suffering from economic
distress. The program directly supports the operation of clinics which
provide comprehensive maternal and infant care, and a complete
range of medical and dental services for children and youth from low-
income areas. The benefits of this program can be seen from the sharp
reduction in the infant mortality rate for population groups served by
infant care centers and the nearly 50% decrease in the number of
hospital stays required by enrollees in children and youth health care
programs. In 1972, grants will total $75 million to provide necessary
health care for over 2.7 million mothers, infants, and children, and
over $59 million to provide case-finding, diagnosis and treatment to
over 500,000 crippled children throughout the country.

Increases in the 1972 budget are designed to carry out the mandate
of the President to deliver family planning services to all low-income
women who want but cannot afford such services. When all projects
funded in 1972 are operational, nearly 3 million of the estimated
5 million women in need will be receiving services through federally
subsidized programs.

Federal employee's health benefit program (FEHB).—The Federal
Government offers a choice of at least five types of health insurance
plans, including prepaid comprehensive group plans, to its 2.6 million
active and retired civilian employees, and their dependents. In 1972,
Federal payments will increase by $158 million to $521 million,
reflecting the full-year impact of new legislation adjusting the propor-
tion of Federal payments to total payments from 23% to 40% in
January 1971. The increase in the Federal share will result in a slight
decline in employee and annuitant premiums in 1972, even though
there has been an increase in medical prices and greater utilization
of health services.

Providing medical care directly to Federal beneficiaries.—
The Federal Government provides direct medical care for members of
the Armed Forces and their dependents, retired servicemen and their
dependents, veterans, merchant seamen, and American Indians. Out-
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lays for this purpose have declined from 49% of total Federal health
expenditures in 1960 to 15% in 1972, primarily as a result of the
rapid growth in Federal outlays for payment of hospital and medical
care through the Medicare and Medicaid programs. Direct Federal
care still remains a major program element, however, with outlays
expected to total $3,334 billion in 1972, an increase of $58 million over
1971.

The Department of Defense provides full medical care to its active
and retired military personnel, and their dependents. In 1972, the
DOD will operate 190 military hospitals and will contract with
community facilities to care for its beneficiaries. Outlays to operate
this health care system will be $1,359 million in 1972, $51 million less
than in 1971. This decline in expenditures is the result of the reduction
in the size of the Armed Forces and their number of dependents, offset
to some extent by the higher costs of care in community facilities.

The Veterans Administration will concentrate on providing quality
medical care to veterans with service-connected disabilities by operat-
ing 169 hospitals, 103 long-term care facilities, and 206 outpatient
clinics, with total expenditures for direct care programs estimated at
$1.8 billion in 1972, an increase of $139 million over the 1971 level.
Within this total, however, greater emphasis will be placed on out-
patient and nursing home treatment. In 1972, there will be a slight
rise in the number of patients treated in VA hospitals to 805,000,
while the number of outpatients treated will rise from 6.7 million to
7.1 million.

The average monthly turnover rate in VA general hospitals is
estimated to rise from 72.3% in 1971 to 73.5% in 1972, and the ratio
of staff to patients is expected to increase by 6%. As a result of recent
legislation liberalizing entitlement to dental care and expanding bene-
fits to Vietnam veterans, outpatient medical and dental treatment
by private physicians and dentists is expected to remain high.

The Department of Health, Education, and Welfare will explore
opportunities for using community or other Federal facilities to provide
quality medical care to the 234,000 primary beneficiaries of the Public
Health Service. Under this policy, consideration will be given to the
potential of converting the existing PHS facilities to community use.
Similarly, the National Institute for Mental Health will transfer
the operation of Fort Worth Hospital to the Department of Justice
to permit that agency to expand its capacity to treat narcotics addicts
who have been convicted of a felony. HEW will continue to operate a
direct care program for American Indians, lepers, and persons
committed or voluntarily presenting themselves for mental health
treatment at Saint Elizabeths Hospital in Washington, D.C.

Distribution of health care outlays by age groups and eco-
nomic status.—Table K-9 distributes Federal outlays for the
"provision of hospital and medical services" category among three
major age groups and between indigent and nonindigent persons.
Funds expended for categories relating to the development of health
resources and for the prevention and control of health problems have
been excluded from the following table since they are designed to
serve the entire Nation and are not normally allocable by population
group or income.
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Table K-9 indicates that the largest health care expenditure increase
in absolute terms will be for the aged, rising by $645 million to $10.6
billion in 1972; however, the largest percentage increase over 1971
will be for children, reflecting the administration's emphasis on
improving the health of our Nation's youth. Approximately 39% of
total health care expenditures will be directed at the needy in 1972.

Table K-9. ESTIMATED HEALTH CARE OUTLAYS BY POPULATION AND
INCOME GROUPS (in millions of dollars)

1969 1970 1971 1972

Total, all recipients 12,794 14,074 16,228 17,446

Aged (65 and over) 8,071 8,567 9,924 10,569
Other adults (19-64) 3,427 3,585 4,071 4,360
Children and youth (0-18) 1,295 1,922 2,233 2,517

Indigent, total ~ 5 j l 6 5,384 6,340 6,786

Aged (65 and over) 3,281 3,219 3,741 3,835
Other adults (19-64) 1,218 1,037 1,236 1,359
Children and youth (0-18) 618 1,128 1,363 1,592

Nonindigent, total 7,678 8,690 9,886 10,657

Aged (65 and over) 4,790 5,347 6,182 6,733
Other adults (19-64) 2,210 2,548 2,833 3,000
Children and youth (0-18) 677 794 871 925

Aged.—Over 60% of Federal personal health care outlays will be on
behalf of the aged. The 1972 increase for this age group of $645
million over 1971 is almost entirely attributable to the Medicare and
Medicaid programs. In 1972, 31% of Federal Medicaid payments will
support medical services for the aged, although they comprise 16%
of the program's beneficiaries. Federal funds in total continue to pay
for approximately 60% of the personal health care costs of the aged.

Other adults.—In 1972, nonaged adults will receive $4.4 billion in
health care services paid for by the Federal Government. Over two-
thirds of these funds will be directed toward the nonindigent, the
bulk of which will pay for health care rendered to veterans, the de-
creasing number of military servicemen, and Federal employees, as
well as eligible dependents. Of the $1.4 billion which will be spent by
the Federal Government for hospital and medical care for needy
adults, $855 million will come from Medicaid, $148 million from the
Veterans Administration, and the remaining $356 million from a
number of smaller programs, including OEO's neighborhood health
centers, the vocational rehabilitation program, and the maternal and
child health program.

Children and youth.—Federal health outlays for children from birth
to 18 years will increase 13% to $2.5 billion in 1972. Of the $284
million increase over 1971, $229 million is attributable to Medicaid,
bringing the program's support for children's health care services to
$1.4 billion. Other significant increases are provided by the maternal
and child health and Indian health service programs. Outlays by the
Department of Defense for such services to children of servicemen
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will decline by $18 million, reflecting the reduced size of the Armed
Forces.

Virtually all of the increase in health care outlays for children and
youth will benefit needy families, raising these expenditures to $1.6
billion, or 63% of the total directed to this age group. Of total Med-
icaid outlays, over 41% will support health care for children, an
increase from 36% in 1971, representing the administration's policy of
directing an increasing proportion of outlays toward needy children.

National and Federal expenditures by age.—The Social Security
Administration has published data on total public and private expendi-
tures in 1969 for personal health care. The role of Federal programs
in this sector is summarized in the following table. In 1969, children
accounted for 11% of the total Federal outlays for personal health
care; in 1972, as indicated in table K-9, their share will increase to
almost 15%. This trend, accompanied by the expected emphasis on
child health in the proposed family protection program, should result
in further changes in the Federal role in subsequent years.

Table K-9a. TOTAL NATIONAL AND FEDERAL EXPENDITURES FOR

PERSONAL HEALTH CARE BY AGE GROUPS, 1969 (dollars in billions)

Age group

Age (65 and over)
Other adults (19 to 65)
Children and youth (0 to 18) _

Total

Total national
expenditures

Dollars

$13.5
30.7
8.4

52.6

Percent
distribution

26
58
16

100

Federal
expenditures

Dollars
c

$7.7
3.3
1.4

1 1 2 4

Percent
listribution

62
17
11

100

Percent
Federal
of total

expendi-
tures

57
11
17

24

] Excludes $0.4 billion in Medicare and Medicaid administrative expenses.

PREVENTION AND CONTROL OF HEALTH PROBLEMS

Expenditures for the prevention and control of health problems
will increase by $50 million to $926 million in 1972. The Federal
Government will continue to promote comprehensive health care
with emphasis on disease prevention and environmental protection.
This section includes a discussion of only those activities that arc
primarily directed toward this topic. Many activities described in
other sections of this analysis (e.g., manpower training, drug regula-
tion, family planning, and selected aspects of health research) also
relate to the prevention and control of health problems.

Table K-10. FEDERAL OUTLAYS FOR THE PREVENTION AND CONTROL

OF HEALTH PROBLEMS

(in millions of dollars)

1970 1971 1972
actual estimate estimate

Disease prevention and control
Environmental control
Consumer protection

Total 722 876 926

434
111
177

515
160
200

530
170
226
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Disease prevention.—A basic principle that underlies the Federal
health strategy is the promotion of preventive care, which can result
in significant savings in terms of human life and economic costs while
preserving the Nation's limited health resources. The following are
examples of Federal prevention efforts:

• The National Communicable Disease Center (NCDC) spearheads
Federal efforts to combat contagious disease through research,
data gathering and dissemination, the maintenance of surveillance
systems, and the provision of scientific and technical assistance
to State and local health departments.

• Public education activities are conducted in such areas as nutri-
tion, smoking, drug abuse, and automotive safety.

• OEO, Maternal and Child Health Service, the Indian Health
Service, and Community Health Services provide consumer
education to persons eligible to receive direct care.

• Several Federal agencies undertake activities to raise nutritional
standards. In 1972, the Food and Drug Administration will
develop nutritional guidelines for prepared foods and will propose
labeling requirements to assist the consumer in assessing the
nutritional content of his diet. Research on the prevalence and
cause of malnutrition is undertaken by NCDC and the National
Center for Health Statistics.

• New initiatives are being undertaken to encourage physicians to
provide preventive health care to their patients, in particular
through measures to stimulate the development of HMO's.

• Efforts to prevent and control disease abroad are undertaken by
the Agency for International Development, the Peace Corps, and
international agencies to which the United States contributes
financially such as the World Health Organization and the Pan
American Health Organization. Outlays in 1972 by AID, State
Department, and the Peace Corps for these purposes will be
$177 million.

Environmental control.—The principal agency concerned with
environmental control is the newly created Environmental Protection
Agency (EPA). Efforts to reduce and control factors and practices that
adversely affect the health of our Nation will be intensified through
support of research and control programs in such areas as air and
water pollution, pesticide and radiation hazards, solid waste disposal,
and noise abatement.

To reduce air pollution, special emphasis will be placed on develop-
ing a low emission advanced automotive power system and on further
strengthening State and local air pollution control agencies through
increased funding and technical assistance. Air quality standards will
be determined for the estimated 250 air quality control regions which
will be established by March 31, 1971, and which will encompass the
whole United States. EPA will continue to support short-term training
programs to increase the numbers of qualified scientists, administra-
tors, and other personnel in air pollution control and will conduct re-
search to develop the technology to control sulfur and nitrogen
oxides and other air pollutants.

Continued efforts will be made to develop solid waste recycling
techniques. Revised guidelines for proper operation of municipal
incinerators and sanitary landfills are being developed. All State and
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local plans approved by the Office of Solid Wastes in EPA must con-
form to existing solid wastes guidelines. Programs promoting water
hygiene will be expanded and accelerated in 1972 to ensure nationally
acceptable public water supplies.

Additional resources are expected to be allocated by EPA later in
the year for air pollution and solid wastes programs to implement the
provisions of the Clean Air Act Amendments of 1970 and the Resource
Recovery Act of 1970. These funds are not included in this analysis.

Consumer protection.—Consumer protection activities are an
essential part of disease prevention. Most Federal departments have
programs aimed at safeguarding the health and safety of the indi-
vidual from illness and injury resulting from unsafe products.

The Department of Transportation sets and enforces safety stand-
ards for automobiles. The Department of Agriculture has the respon-
sibility of assuring the wholesomeness of meat and poultry products,
and will commence inspection of egg products and processing plants
during 1972. Under its new legislative mandate, the Department of
Commerce will emphasize improved fish processing techniques and
the inspection and grading of commercial fishery processing plants.

The Food and Drug Administration (FDA) has the lead role in
the fields of food, drug, and product safety. FDA's outlays will
increase by $15 million to $94 million, reflecting the high priority
placed on consumer protection. In 1972, the FDA will place greater
emphasis on ensuring the safety of foods through increased food inspec-
tion activities; expanded research on the presence of toxic chemicals,
poisonous metals, and micotoxins; the initiation with industry of a
cooperative quality assurance program; and increased inspection of
imported foods. It will also conduct research into the prevalence of
drug residues in food-producing animals. FDA will improve its drug
review procedures so as to provide the public with needed drugs more
rapidly and with greater assurance of safety, and will accelerate re-
moval of ineffective drugs from the market. The agency will establish
a testing and monitoring program to determine the safety and efficacy
of medical devices. During 1972, FDA will begin operation of a
National Center for Food and Drug Safety Evaluation to determine
the health effects of chemicals and drugs taken by man in small doses
but over long periods of time.

SPECIAL IMPACT PROGRAMS

Several programs have been selected for extended discussion in
this section because of their special significance in the 1972 budget.
Outlays for these programs are classified in one or more of the major
categories in table K-2.

Drug abuse and alcoholism.—Efforts to combat drug abuse and
alcoholism will be expanded, as obligations in these areas rise $23.5 mil-
lion to $173 million in 1972. The National Institute of Mental Health
and the Office of Economic Opportunity- are the major Federal agencies
responsible for programs in drug abuse and alcoholism and both
emphasize community-based prevention, treatment, and rehabilitation.

Legislation previously in effect, which authorized only the funding
of treatment programs for narcotic addicts, has been broadened to
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encompass a wide variety of comprehensive approaches to prevent
and treat all forms of drug abuse. Under new alcoholism legislation,
NIMH will establish a National Institute on Alcohol Abuse and
Alcoholism to coordinate the Federal effort against this disease.

The new drug abuse and alcoholism legislation provides for expan-
sion of preventive measures through education and public information
projects. NIMH's National Clearinghouse for Drug Abuse Informa-
tion will continue to gather and disseminate the most current data
available to increase public knowledge of the facts about drug use,
and the Clearinghouse and the Bureau of Narcotics and Dangerous
Drugs will produce public service messages to increase public aware-
ness of the dangers of drug abuse.

The 1972 budget will also support expanded programs in the de-
velopment of paramedical and other personnel to deal with the drug
abuser and alcoholic and will increase Federal support of research
directed towards improving our knowledge of the causes, habits, and
treatment procedures to be used in controlling these diseases. In ad-
dition, research on the actual effects of drugs and alcohol on man will
be undertaken by NIMH.

TableK-ll. ESTIMATED OBLIGATIONS FOR CIVILIAN DRUG ABUSE AND
ALCOHOLISM PROGRAMS (dollars in millions)

1969 1970 1971 1972
estimate estimate estimate estimate

DRUG ABUSE

Treatment and rehabilitation:
Health, Education, and Welfare—National Institute

of Mental Health
Justice
Office of Economic Opportunity
Housing and Urban Development—Model Cities. __
Other

Subtotal

Education and training:
National Institute of Mental Health
Office of Education
Bureau of Narcotics and Dangerous Drugs

Subtotal

Research and other support—Health, Education, and
Welfare

Total, drug abuse 44.3 63.5 110.5 119.7
ALCOHOLISM

Treatment and rehabilitation:
Health, Education, and Welfare:

National Institute of Mental Health 9.2 14.3
Social and Rehabilitation Service NA 13.3 17.9 22.1

Veterans Administration NA 3.3 3.8 3.8

$21.9
1.4
2.2

3.0

28.5

1.2
0.2
0.4

1.8

14.1

$18.7
6.7
4.5
3.0
5.6

38.5

3.5
3.7
1.5

8.7

16.3

$40.1
13.4
12.8
4.5
7.7

78.5

6.2
6.0
2.0

14.2

17.8

$46.1
13.7
14.5

10.2

84.5

7.0
6.0
3.1

16.1

19.1

Subtotal 16.6 30.9 40.2

Education and training: Health, Education and Welfare, NA 1.2 1.6 4.8
Research—Health, Education and Welfare NA 5.5 6.6 8.4

Total, alcoholism 23.3 39.1 53.4

NA= Not available.
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In 1971, a 13-member Commission on Marihuana and Drug Abuse
will be established by the President to conduct a comprehensive study
of marihuana. Its agenda will include the following topics: the extent
of marihuana's use in the United States, an evaluation of existing
laws related to its use, a study of marihuana pharmacology and its
short- and long-term effects, its relation to other drugs and to crime,
and factors related to the international control of marihuana. The
Commission will also conduct a comprehensive investigation of the
causes of drug abuse.

Health Maintenance Organizations.—HMO's are medical orga-
nizations that provide patients comprehensive medical care, generally
on a prepaid basis. They are characterized by an organizational struc-
ture that establishes incentives to deliver comprehensive health serv-
ices at lower overall costs than more traditional medical programs.
These incentives tend to discourage unnecessary hospitilization and to
encourage preventive and ambulatory care.

Many Federal employees can enroll in this kind of program as one
of several health insurance options available to them. The adminis-
tration is again recommending legislation to facilitate the use of
HMO's under Medicare. In addition, HEW will conduct research and
evaluation of the organization, cost, and effectiveness of HMO's and
will provide technical assistance to groups desiring to establish
HMO's. Also, health care providers may apply to HUD for mort-
gage insurance for construction and major equipment for group
practice facilities.

Indians.—Outlays for Indian health services will be increased in
1972 by $12 million to strengthen maternal and child health programs
and expand community-based mental health services. The continued
reduction in the number of inpatients served by the hospitals of the
Indian Health Service will result in an improved ratio of staff to
patients and a higher quality of care. Consistent with the President's
message on Indians (July 8, 1970) requesting a reallocation of an
additional $10 million for Indian health programs, expanded support
will be provided in both 1971 and 1972 by OEO, the Department of
Labor, and other health programs in HEW. These funds will be used
to alleviate major Indian health problems such as infection of the
inner ear, mental health, alcoholism, and maternal and child health as
well as expand Indian community health projects and develop Indian
health manpower. Indicators of improved health among Indians
include a 47% reduction in infant mortality during the last decade and
a 59% reduction in deaths caused by TB. In total, outlays for Indian
health services and facilities in 1972 will exceed $152 million.

Family planning.—The ability of families to decide the number and
spacing of their children through family planning is one of the most
effective measures for reducing infant and maternal mortality and for
improving the physical and mental health of the family. Federal
support of family planning programs will increase from $135 million
in 1971 to $189 minion in 1972. These funds will support an expanded
program of biomedical and attitudinal research, train health personnel
to deliver family planning services, and provide family planning serv-
ices to approximately 2.8 million of the 5 million poor women in the
United States who face financial or other barriers to receiving them.
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48.0

22.8
7.1

18.1
22.0

24.7

72.2

33.6
17.0
21.6
26.0

37.1

120.4

90.9
17.0
12.5
21.5

46.8
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Table K-12. ESTIMATED OBLIGATIONS FOR FAMILY PLANNING
SERVICES AND RESEARCH (in millions of dollars)

1970 1971 1972

Services to low-income persons in the United States (total) 70.0 98.2 141.9

Health, Education, and Welfare (total)

National Center for Family Planning Services
Maternal and Child Health
Other HEW

Office of Economic Opportunity

Research (total)

National Institutes of Health 16.3 28.0 38.0
Food and Drug Administration 1.1 1.1 1.3
Agency for International Development_ 7.3 8.0 7.5

To provide better coordination among all the family planning activi-
ties within HEW, a new Office of Deputy Assistant Secretary for Popu-
lation Affairs has been established in the Office of the Assistant Secre-
tary for Health. The function of this new office is to establish depart-
mentwide goals and strategies in family planning and population
activities and to coordinate and focus these activities through the
Center for Population Research and the National Center for Family
Planning Services.

The 1972 OEO family planning program will provide family planning
services to over 400,000 women and will initiate new projects to im-
prove the delivery of services to teenagers, rural families, and other
hard-to-reach groups. OEO will also investigate new ways to involve
private industry in the support and encouragement of family planning.
$10 million worth of projects which were initiated by OEO in prior
years will be transferred to the National Center for Family Planning
Services in 1972 consistent with the effort to make the latter the lead
Government agency in the delivery of family planning services.

Other health centers programs.—Obligations will increase by
$40 million to support 241 community-based, comprehensive health
projects, which have been established to provide health care resources
to poor rural and urban areas and to demonstrate new and improved
methods of delivering health services. Both OEO and HEW projects
are typically designed around a single location, usually a "neighbor-
hood health center" or other type of outpatient facility, and include
preventive and diagnostic services, outpatient treatment, in-home
care of the chronically ill and other home-health services rehabilita-
tion services, dental services, and drugs. Auxiliary services such as
casefmding, community outreach, and foliowup are also offered.
Neighborhood residents participate in planning and guiding pro-
gram development and fill many new paraprofessional health jobs.

The period of Federal support for staffing Community Mental
Health Centers (CMHC) has been extended from 51 months to 8
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years jto allow the centers more time to obtain alternative sources of
financial support. During 1972, major efforts will be made to evaluate
to what extent and under what conditions these centers are effective
in controlling mental health problems and allowing patients to perform
productive roles. Greater efforts will be made to obtain stable financial
support for centers through reimbursements and third-party health
insurance payments so that currently committed Federal funds can
be released to extend support to new centers. In 1972, the Federa
program level for CMHC's will increase by $15 million to $105 million

TabIeK-13. FEDERALLY FUNDED HEALTH CENTERS

1969 1970 1971 1972

Total Federal obligations (millions) $183.0 $214.6 $327.9 $382.6

Partnership for Health 10.0
Maternal and Child Health 75.0
NIMH 46.0
OEO1 52.0

Number of centers funded _ _ 395

Partnership for Health 18
Maternal and Child Health 110
NIMH (operating grants) 218
OEO1 49

Number of persons served in year (thousands) _ 837

Partnership for Health 5
Maternal and Child Health 532
NIMH NA
OEO 300

20.0
75.8
47.6
71.2

60.0
82.8
90.1
95.0

78.0
89.5

105.1
110.0

463

26
115
255
67

1,212

39
573
NA
600

534

46
116
307
65

1,690

260
630
NA
800

590

55
116
349
70

2,027

385
642
NA

1,000

1 In addition to 49 neighborhood health centers (of which 16 were transferred to HEW in 1971 and
several more will be transferred in 1972), the OEO numbers include comprehensive health care pro-
jects in outpatient departments, group practice projects, and community network projects.

HISTORICAL RESUME

Table K-2 classifies Federal health outlays for the years 1970
through 1972. The following table K-14 distributes Federal health
outlays b}r function for the period 1960 through 1969. The data for
1960 are not strictly comparable with data for other years since they
represent "funds provided77 rather than outlays.
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Table K-14. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

I9601 1963 1964 1965 1966 1967 1968 1969

Development of health re-
sources, total 1,017 1,529 1,806 1,807 1,956 2,430 2,803 3,111

Health research 510 892 1,069 1,040 1,167 1,364 1,547 1,528
Training and education. 217 257 298 317 410 593 687 805
Construction of hospitals

and health facilities. __ 290 380 439 450 378 391 470 612
Improving the organiza-

tion and delivery of
health services2 82 100 166

Provision of hospital and
medical services, total. 2,165 2,783 2,904 2,936 3,521 7,831 10,764 12,794

Direct Federal hospital
and medical services.. 1,701 1,877 1,971 2,022 2,199 2,552 2,738 2,860

Hospital and medical serv-
ices, indirect 464 906 933 914 1,322 5,279 8,025 9,934

Prevention and control of
health problems, total... 326 346 393 418 451 540 565 651

Total outlays from
Federal and trust
funds 3,508 4,658 5,103 5,161 5,928 10,801 14,132 16,556

1 Report of the Committee on Government Operations, U.S. Senate: "Coordination of Federal
Agencies" programs in biomedical research and in other scientific areas, report No. 142, Mar. 30,
1961.

2 Not tabulated in 1960—66 as a separate subcategory.

EXPENDITURES FOR HEALTH ACTIVITIES BY AGENCY

The following tables distribute the health-related expenditures of
Federal agencies by the categories used in this analysis. Except for
HEW and parts of the Civil Service Commission and the Environ-
mental Protection Agency, the outlays of these agencies are, because
of their major purpose, assigned to functions other than Health (650)
in part 5 of the Budget document. The tables, therefore, indicate the
predominant budget functional code for each agency. Other special
analyses such as those on research and development, education, and
manpower also include all Federal outlays in their areas. They will
thus include, where pertinent, the same outlays which are tabulated
in this analysis.
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TableK-15. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1970
(in millions of dollars)

Func- Training Organiza-
tional Health and Construe- tion and
code research education tion delivery

Direct
Federal
hospital

and
medical

Indirect
Federal
hospital

and
medical

Preven-
tion and
control

of health
problems

Total

Department of Health, Education, and Welfare 1,083.9
Health Services and Mental Health Administration.
National Institutes of Heajth
Food and Drug Administration
Social Security Administration
Social and Rehabilitation Service
Other...

Department of Defense
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Environmental Protection Agency (predecessor agencies)-
Agency for International Development
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Energy Commission
Civil Service Commission
Department of Labor
Department of State
National Science Foundation
Other agencies
Agency contributions to employee health funds

650
650
650
650

650/700

051
800
550
350
650
150
550
250
058
906
604
150
605

130.3
905.7

18.3

29.6

88.8
61.8

38.5
34.5
3.3

92.1
102.5

28.0
43.4

653.0
155.4
481.1

.7

9.5
6.4

79.7
95.0

4.7
4.7

.6

113.7
4.3
3.5
9.6

349.0
341.2

6.2

161.4
135.1
26.3

153.0
153.0

10,293.2
268.7

7,149.2
1.3 2,866.9
.4 8.4

52.5 1,396,2 263.7
67.3 14.1 1,475:3 86.5
7.8 1.4 8.0

340.3
275.4

4.3
49.6

4.5

.6

57.2

Total outlays for health, 1970 1,576.8 968.8

1.3 126.0

41.2

.1 .4

.7 33.3 4.3
199.0

11.0

154.5
48.9
84.9

.2

25.2

48.4

1,

13,033.9
1,459.2
1,423.6

68.6
7,149.2
2,918.2

15.2
19.9 1,900.9

800.0
17.3

193.1
88.1
97.4

127.3
92.7

103.1
41.4

113.7
30.1
31.5

196.8
199.0

539.1 179.0 3,057.9 11,022.2 722.4 18,066.2
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TableK-16. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1971
(in millions of dollars)

Department of Health, Education, and Welfare
Health Services and Meantal Health Administration _ _
National Institutes of Health __
Food and Drug Administration
Social Security Administration
Social and Rehabilitation Service
Other

Department of Defense __ _
Veterans Administration._ __ _ _
Department of Housing and Urban Development
Department of Agriculture
Environmental Protection Agency
Agency for International Development
Office of Economic Opportunity _ __ __ _ _ _ _
National Aeronautics and Space Administration
Atomic Energy Commission
Civil Service Commission
Department of Labor
Department of State _ _ _
National Science Foundation.
Other agencies
Agency contributions to employee health funds

Total outlays for health, 1971

Func-

code

650
650
650
650

650/700

051
800
550
350
650
150
550
250
058
906
604
150
605

research

1,185.6
136.8
995.3
23.6

29.9

89.4
67.1

40.0
57.6
12.2

97.7
101.5

30.0
61.1

1,742.3

Training

687.4
151.2
517.9

1.0

9.6
7.6

84.8
115.5

7.0
5.9

.5

126.1
4.5
3.0

14.4

1,049.2

tion

348.8
318.7

6.9
2.1

10.4
10.8
56.6
70.2
9.5

7.0

2.1

71.4

565.5

Ojganiza-

delivery

189.1
160.2
28.9

16.2
8.8

8.0

.3

222.4

Direct

and
medical

170.8
170.8

1,410.1
1,695.5

.1

35.9

3,276.4

Indirect

and
medical

12,017.8
325.8

8,262.0
3,420.1

9.9
274.1
124.8
33.0

142.8

67.9

.4

5.3
295.6

12,961.6

Preven-

of health
problems

377.7
295.8

4.5
55.9

21.5

19.3

174.7
172.5
32.2

.4

27.6

71.3

875.8

14,977.2
1,559.3
1,553.5

82.5
8,262.0
3,491.5

28.2
1,934.3
2,053.3

51.3
214.7
137.2
157.3
150.8
99.8

101.9
68.3

126.1
32.6
33.0

259.7
295.6

20,693.1
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TableK-17. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1972
(in millions of dollars)

Direct Indirect Preven-
Func- Training Organiza- Federal Federal tion and
tional Health and Construe- tion and hospital hospital control Total
code research education tion delivery and and of health

medical medical problems

Department of Health, Education, and Welfare 1,296.7 767.9 332.4 195.6 140.2 13,012.6 389.1 16,134.5
Health Services and Mental Health Administration 650 166.4 158.1 301.5 168.1 140.2 405.3 298.8 1,638.4
National Institutes of Health 650 1,074.2 591.2 6.6 27.4 4.9 1,704.5
Food and Drug Administration 650 29.4 1.1 2.4 65.3 98.1
Social Security Administration 650 .1 9,033.2 9,033.3
Social and Rehabilitation Service 650/700 26.6 8.2 14.7 3,563.9 20.2 3,633.6
Other 9.3 7.2 10.2 26.6

Department of Defense 051 87.9 87.6 83.5 1,358.8 274.5 19.4 1,911.7
Veterans Administration 800 71.8 115.9 104.7 16.3 1,798.9 119.8 2,227.5
Department of Housing and Urban Development 550 8.9 9.5 40.0 58.4
Department of Agriculture 350 39.3 189.8 229.1
Environmental Protection Agency 650 72.1 8.0 89.4 169.5
Agency for International Development 150 10.9 6.1 9.7 141.3 168.0
Office of Economic Opportunity T- r — - 5 5 ° 1 5-° ] 4 4 - 7 159.7
National Aeronautics and Space Administration 250 82.6 2.0 84.5
Atomic Energy Commission 058 100.3 .4 100.7
Civil Service Commission 906 104.7 .4 105.1
Department of Labor 604 125.2 125.2
Department of State 150 5.3 .2 .2 .4 32.0 38.1
National Science Foundation 605 31.6 2.4 34.0
Department of Commerce 500
Other agencies 49.7 9.4 78.1 1.5 36.3 10.3 64.4 249.7
Agency contributions to employee health funds , 416.5 416.5

Total outlays for health, 1972 1,842.9 1,128.1 619.5 238.0 3,334.3 14,123.5 925.8 22,212.2
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SPECIAL ANALYSIS K *

FEDERAL HEALTH PROGRAMS

Overview.—Federal outlays for health in 1973 are estimated at
$25.5 billion, 10.3% of all Federal expenditures. While health outlays
in 1973 are $1.7 billion more than in 1972, their share of the total
Federal budget is only slightly larger than in 1972. The following
table shows recent trends and the marked increase in Federal health
expenditures:

Table K-l. FEDERAL OUTLAYS FOR HEALTH COMPARED TO THE TOTAL

FEDERAL BUDGET (dollars in billions)

Actual Estimated

1965 1967 1969 1970 1971 1972 1973

Total Federal outlays $118.4 $158.3 $184.6 $196.6 $211.4 $236.6 $246.3
Federal health outlays $5.2 $10.8 $16.6 $18.1 $20.2 $23.8 $25.5
Health as percent of total outlays. _ 4.4 6.8 8.9 9.2 9.5 10.0 10.3

Table K-2 summarizes and distributes Federal health expenditures
for selected years by three major categories and the major components
of those categories. Of the total increase in 1973 over 1972 ($1.7
billion), about 60% is attributable to programs which finance personal
medical care, whereas 25% of the increase goes for health resources
development and 15% for the prevention and control of health
problems.

Outlays in Part 4___ - - - - - ! 8- '
Plus health outlays assigned to other functions in:

Department of Defense 2.6
Veterans Administration 2. 7
All other agencies 2. 1

Equal total health outlays in this analysis 25. 5

Both Part 4 and this analysis use the same categorical framework to distribute health outlays.
However, for technical reasons Part 4 does not make as detailed a distribution in the outlays from
a single appropriation as is done in this analysis. Thus, some outlays are assigned in this analysis
to a different category.
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Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1973



1 5 4 THE BUDGET FOR FISCAL YEAR 1973

Table K-2. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

1965 1969 1971 1972 1973
actual actual actual estimate estimate

Development of health resources, total (1,807) (3,111) (3,558) (4,033) (4,475)
Health research 1,040 1,528 1,565 1,755 1,982
Training and education 317 805 1,113 1,287 1,458
Construction of health facilities 450 612 548 605 600
Organization and delivery of health servicesl _ 166 331 386 435

Financing and providing of hospital and medical
services, total (2,936) (12,794) (15,922) (18,887)(19,928)

Direct Federal hospital and medical services _ . . 2,022 2,860 3,339 3,829 4,130
Hospital and medical services, indirect 914 9,934 12,583 15,058 15,798

Prevention and control of health problems, total. * (418) (651) (698) (856) (1,124)
Disease prevention and control 411 399 496 642
Environmental control 86 92 106 161
Consumer safety 154 207 254 321

Total outlays from Federal and trust funds. 5,161 16,556 20,178 23,776 25,527

1 Not tabulated prior to 1967 as a separate activity.
2 Not separately broken out prior to 1969.

Until the middle 1960's Federal health outlays accounted for about
13% of total national health expenditures. These outlays were
predominantly directed toward biomedical research, construction of
community hospitals, and the provision of medical care to special
Federal beneficiaries, such as veterans, military personnel, and their
dependents. Since the enactment of Medicare, Medicaid, and
programs to support the education of health manpower, Federal
outlays have grown markedly and, in 1971, amounted to 26% of
the Nation's total expenditures for health (table K-3). The chart
following table K-3 displays the Federal health dollar in 1965 and
1973 and shows its changing distribution by activity.

Table K-3. FEDERAL HEALTH OUTLAYS AND NATIONAL HEALTH
EXPENDITURES (dollars in billions)

1965 1971

Total national health expenditures $38.9 $75.0
Health share of GNP (percent) 5.9 7.4
Federal health expenditures $5.1 $20
Federal share of total (percent) 13 26
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SPECIAL ANALYSES 155

Distribution of All Federal Health Dollars

Training and Education

Fiscal Year 1965

($5.1 Billion)

Training and Education
$1,458

Prevention
ana Control

$1,124

Fiscal Year 1973

($25.5 Billion)

FEDERAL HEALTH POLICIES AND THE 1973 BUDGET

The shifts in the distribution of the Federal dollar and the increase
in the Federal share of the Nation's total health expenditures reflect
problems of national importance for which this administration has
taken action.

A summary of selected key problem areas and the administration's
response follow:
Problem Area
Financial barriers to access to health care
Administration Action

• A Federal Family Health Insurance Plan for low income families
with children.

• A basic health insurance package which must be offered by all
employers to employees and their families.

• Insurance pools to offer insurance to people not covered by the
above two programs.

• Elimination of the monthly Medicare insurance premium for
physician services.
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1 5 6 THE BUDGET FOR FISCAL YEAR 19 73

Problem Area
Inflation in medical care prices.
Administration Action

• Accelerated research and demonstration on methods and incen-
tives to increase efficiency in the medical delivery system.

• An increase in the supply of health manpower.
• The use of cost-sharing approaches to increase cost consciousness

by both patients and medical personnel.
• Special price and wage guidelines established by the Cost of

Living Council.
Problem Area
Inefficient and overlapping health care delivery systems.
Administration Action

• Loans and grant assistance to stimulate the growth and use of
Health Maintenance Organizations (HMO's).

• An increase in the number of area health planning agencies and a
strengthening of their role in guiding the kinds of facilities and
services needed.

• An emphasis on ambulatory care facilities in Federal construction
grants.

• Stimulation of the use of research results in new techniques and
new technology for health care delivery.

Problem Area
Undersupply and maldistribution oj medical personnel.
Administration Action

• Placement of Federal health personnel in medically underserved
geographic areas.

• Programs to stimulate greater use of primary care physicians.
• New and higher funding levels to provide assured Federal sup-

port to health professional schools.
• Emphasis on the use of allied health manpower.
• Development of area health education centers.

Problem Area
Inadequate development or use oj preventive approaches which can avoid
or minimize the need jor health care treatment.
Administration Action

• Reform in nonhealth programs such as welfare, housing, etc.,
which impact on health status.

• A private Health Education Foundation to improve public
awareness of measures needed to maintain good health.

• An increased attack on health problems resulting from envi-
ronmental pollutants and communicable diseases.

• Accelerated consumer safety activities in the inspection of foods,
drugs, and consumer products to prevent injuries or illnesses
from health hazards.

• Intensified biomedical research, particularly in cancer and
sickle-cell anemia.
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SPECIAL ANALYSES 157

• Health care projects directed toward prenatal and well-baby
care.

• Regulations requiring State Medicaid programs to provide
medical screening for children from birth to age 21.

• Efforts to identify and eliminate occupational health hazards.
Problem Area
Special medical problems
Administration Action

• New or expanded programs in family planning, drug addiction,
alcoholism and nursing home standards and inspection.

Federal health programs—as indicated in table K-2—can be
grouped into three basic categories—programs designed to increase
health resources, programs to provide health and medical services (both
directly and indirectly through financing), and programs aimed at the
prevention and control of health problems. Included in these three cate-
gories, however, are special impact programs that address particular
national problems that warrant a targeted response. Special Analysis K
addresses each of these three categories followed by a section on
special impact programs.

HEALTH RESOURCES

Health resources refer to health research, health manpower training
and education, construction of medical and health facilities, and
efforts directed toward improving the organization and delivery of
health services. The combined outlays for these programs will rise to
$4,475 million in 1973, an increase of $442 million over 1972.

Health research.— A key to the prevention and treatment of
disease is an understanding of the disease process through biomedical
research.

Of the total funds spent nationally for health research, the Federal
Government accounts for 64% of national expenditures; private in-
dustry accounts for 27%; and foundations, voluntary health agencies,
and others provide the remaining 9%. As is indicated in tables K-17
through K-19, health research is supported in a variety of areas by
some 13 Federal agencies. This effort has grown by approximately 30%
in the past 4 years, from approximately $1.53 billion in 1969 to $1.98
billion in 1973.

The principal Federal effort for biomedical research is in the Depart-
ment of Health, Education, and Welfare (HEW), which accounts for
70% of total Federal health research expenditures. Almost 90% of this
total is provided through the National Institutes of Health (NIH) and
the National Institute of Mental Health (NIMH).

Federal funds support a wide range of research, such as basic
research, disease-oriented research, population research, and environ-
mental health research in a number of settings. Table K-4 displays
some of the major areas of federally supported health research.

In 1973, special emphasis will continue to be placed on high pri-
ority research areas. Funds for cancer research will grow to $430
million, an average annual increase of $100 million for 1972 and
1973. Research in cardiovascular disease will be intensified through
the creation of a national network of centers that will be concerned
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1 5 8 THE BUDGET FOR FISCAL YEAR 19 73

with all major facets of heart disease—prevention, epidemiology,
genesis, clinical manifestations, and treatment. Outlays for cardio-
vascular research will reach $152 million in 1973. In still another
priority research area, funds for research on sickle cell anemia, a
serious hereditary blood disorder that affects one out of every 500
young blacks, will be increased by 50% over the 1972 level.

Otner areas of health research on which emphasis will be placed
include pulmonary disease, digestive diseases and nutrition, allergic
diseases, mental health, more effective and socially acceptable con-
traceptive methods, and environmental health problems. NIH will
increase its research efforts on environmental health hazards, as will
other agencies, including the Environmental Protection Agency,
the Department of Transportation, the National Aeronautics and
Space Administration, and the Department of Defense (Defense).

Defense and the Veterans Administration (VA) together provide
one-tenth of Federal health research support and are concerned with
a number of disease entities and health problems related to their
specific missions but which have broader implications. Defense re-
search concentrates upon traumatic injury and surgical casualt}r

management, infectious disease, hazard protection and military
psychiatry. VA emphasizes those diseases that afflict its patient
population.

Table K-4. FEDERAL OUTLAYS FOR HEALTH RESEARCH (in millions of dollars)

1969 1971 1972 1973
actual actual estimate estimate

Basic research 562
Categorical research and development, subtotal, (903)

Cancer 170
Cardiovascular 142
Mental health 76
Neurological and visual 88
Population and family planning 54
Environmental health 87
Other categorical research and development 286

Research facilities construction 62

Research, total 1,528 1,565 1,755 1,982

Training and education.—The rising demand for health services,
resulting in part from increased Federal efforts in financing and
organizing health services, is being met with Federal support to in-
crease the supply of medical manpower. A variety of Federal programs
aid health professions schools, provide student assistance, and em-
phasize the training of allied health personnel. Overall, Federal
outlays in 1973 for health manpower training and education will be
$1,458 million.

The principal programs of direct support for professional health
manpower and nurses are operated by HEW under the recently
enacted Comprehensive Health Manpower Training Act of 1971 and
the Nurse Training Act of 1971. The major elements of these programs
are:

• institutional assistance in the form of both formula and project
support to increase enrollment and improve the quality of instruc-
tion, and

• student assistance in the form of scholarships and loans.

489
(1,027)

161
107
86
58
24
196
395
49

527
(1,170)
228
130
88
56
33
225
409
58

576
(1,357)
278
152
96
64
41
253
473
48
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A significant new element in Federal institutional support for health
professions schools will be capitation payments based on the number
of students enrolled. Capitation amounts in 1973 will be $1,775 per
student and $2,828 per graduate in schools of medicine, osteopatlry,
and dentistry; $1,592 per student in schools of veterinary medicine;
$741 per student in schools of optometry, podiatry, and pharmacy;
and $125 per student and $250 per graduate in schools of nursing.
The 1973 budget also contains special capitation bonuses for enroll-
ment increases and special amounts for 2-year medical and dental
schools that convert to full-term institutions as well as for new schools
of medicine and dentistry.

Under these expanded authorities, outlays will increase $217
million in 1973 over 1971, an increase of 56% over the 2-year period.
The outlay increase from 1972 to 1973 will be $106 million or 21%.

Enrollment in medical schools—perhaps the most critical institu-
tional component of the health manpower development complex—has
shown a large increase since 1964 with the addition of more than 4,400
first-year places. Of the total budgets of the Nation's medical schools,
$1,144 million, or more than 50% was derived from Federal grants or
contracts. Support for the education and training programs of medical
schools, however, shows significant increases in 1972 and 1973 over the
levels of earlier years. Table K-5 shows Federal funds paid to medical
schools.

Table K-5. MAJOR AGENCIES PROVIDING FEDERAL FUNDS TO MEDICAL
SCHOOLS (obligations in millions of dollars)

Agency 1971 1972 1973
actual estimate estimate

Department of Health, Education, and Welfare (845)
National Institutes of Health '796)

Research 638
Education and training 75
Construction 81
Other 2

Health Services and Mental Health Administration (48)
Research 11
Education and training 36

Food and Drug Administration (1)
Research _ 1
Other *

Department of Defense—Military (4)
Other 4

Atomic Energy Commission (14)
Research 13
Construction *

National Aeronautics and Space Administration
Research 5

Veterans Administration
Research 1

Other Independent Agencies
Research 8

Total (877)
Research 678
Education and training 111
Construction 81
Other 6

* Less than $1 million.

(1,080)
(1,022)
750
212
57
3

(55)
13
42
(3)
3
*
(5)
5

(14)
13
*

(1,110)
(1,052)
803
204
42
3

(50)
13
37
(9)
Q
o
1(9)
5

(14)
14
*

10
(1,113)
793
254
57
8

11
(1,144)
853
241
42
8
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148
220
50
103
129
52
481
105

154
307
79
98
144
51
542
84

160 THE BUDGET FOR FISCAL YEAR 1973

In 1973, $7 million will be obligated by HEW programs designed
especially to recruit minority and disadvantaged persons.

Table K-6. FEDERAL OUTLAYS FOR HEALTH TRAINING AND EDUCATION
(in millions of dollars)

1971 1972 1973
actual estimate estimate

Degree or certificate training:
Research training 143
Physician training 156
Dentist training 43
Nurse training 77
Other health professions training 103
Paramedical training 36
All other training 444
Construction assistance 111

Total 1,113 1,287 1,458

The number of health professions and nursing students receiving
loan and scholarship assistance is shown in table K-7. Loan assistance
will increase from $51 million in 1972 to $57 million in 1973, whereas
scholarship assistance will remain level at $35 million. This emphasis
on loans reflects both the anticipated earning capacity of health
professionals and the new authorities that allow the Federal Govern-
ment to assume up to 85% of the indebtedness of health professionals
who agree to serve in medically underserved areas. Under the new
authorities, the Secretary of HEW will be able to affect the distribution
of health manpower.

Table K-7. HEALTH PROFESSIONS: NUMBER OF STUDENTS ASSISTED,
BY DISCIPLINE (HEW ONLY)

Academic year 1968-69 Academic year 1972-73
(actual) (estimate)

Discipline
Total Total

Scholar- enroll- Loans Scholar- enroll-
ships ment ships ment

Medicine and osteopathic medicine 14,301 6,582 37,712 14,040 8,040 48,600
Dentistry 6,373 3,135 15,408 5,265 3,015 18,400
Other1 4,771 4,435 27,194 9,945 5,615 231,500
Nursing3 25,055 12,370 157,700 26,000 19,500 192,000

1 Includes optometry, pharmacy, podiatric medicine and veterinary medicine.
2 For pharmacy includes only students in last 4 years for schools with 5 year programs.
3 Includes post-registered nurse enrollment.

As part of its responsibilities for the support of biomedical research,
HEW also supports research training. In 1973, $165 million will be
obligated to train biomedical researchers.

In addition to programs for the training and education of health
professionals, several Federal agencies conduct programs for the sup-
port of allied health personnel. HEW supports training and education
activities in public health and allied health. The program level for
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these activities will total $57 million in 1973, compared to $49 million
in 1972.

In 1973, 12 Federal agencies will fund programs to train research
and health care personnel. VA, through its 170 hospitals, most of
which are affiliated with medical schools, trains large numbers of
health professionals. The Department of Labor, under the Manpower
Development Training Act, supports the training of the greatest
number of paramedical personnel of any Federal agency.

Construction of health care facilities.—Federal health care
facilities construction programs include the support of both community
health care facilities to serve the general population and facilities
operated by Federal agencies for special beneficiary groups. In 1973,
Federal outlays for construction of health care facilities, including
environmental health facilities, are estimated at $600 million. Outlays
for health facility construction will decline slightly in 1973, showing
the effect of the shift in financing from primarily grant-supported
construction to guaranteed loans with interest subsidies.

The Hill-Burton program in HEW—the largest Federal program
supporting the construction of community health care facilities—has
contributed to the construction or modernization of over 470,329
hospital and long-term care beds costing over $11.3 billion, of which
$3.2 billion represents the Federal share. Hill-Burton assistance grants
have virtually eliminated a national shortage of hospital beds. Hospital
beds increased from 1,436,000 in 1946 to 1,616,000 in 1970, and one
out of every five of these hospital beds is unoccupied.

Beginning in 1972, Federal support for modernization and con-
struction of hospitals and long-term care facilities has been available
through Federal loan guarantees and interest subsidies. Increasingly
hospitals and long-term care facilities are able to repay loans through
reimbursement from patient charges and third party insurance pay-
ments, including Medicare and Medicaid. By the end of 1973, this
program will guarantee and subsidize a cumulative total of $1.5 billion
in loans.

The critical area of need for construction today is outpatient and
other ambulatory health care facilities (hospital outpatient depart-
ments, clinics, and community centers) which provide alternatives to
costly hospital care. In 1973 the budget requests $85 million in
grant funds—the full amount authorized by law for construction of
these facilities. These Federal funds are expected to generate about
$283 million worth of construction in approximately 243 ambulatory
care projects. The proposed health maintenance organization (HMO)
legislation will also provide direct loans to public and private non-
profit institutions for constructing ambulatory facilities.

.Other Federal programs also assist in the construction of community
health facilities. The Department of Housing and Urban Develop-
ment provides mortgage insurance for construction of hospitals,
nursing homes, and group practice facilities. The volume of mortgage
insurance commitments in 1973 by HUD will total an estimated
$562 million, an increase of $102 million over 1972, and will support

480-700
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construction or modernization of 7,780 hospital beds and almost
21,920 proprietary and private nonprofit long-term care beds. The
Federal Government will spend $291 million in 1973 for constructing
or modernizing its own hospitals and other health facilities, primarily
those operated by the VA, Defense, and HEW. These expenditures
will be directed primarily to modernizing or replacing existing
facilities rather than for adding to the total bed capacity. This
construction will enable the facilities to increase their operating
efficiency, adjust to the changing needs of beneficiaries, and adapt
to improved medical technology.

Table K-8. HOSPITAL AND HEALTH FACILITY CONSTRUCTION

Federally supported construction of hospitals
and other facilities:

Hospitals, new
Hospitals, modernized and replaced
Long-term care facilities
Environmental health facilities
Ambulatory care facilities
Other

Subtotal, federally supported

Federal hospitals and health facilities:
Hospitals, new
Hospitals, modernized and replaced
Long-term care facilities
Environmental health facilities
Ambulatory care facilities
Other

Subtotal, Federal

Total, construction 548 605 600

1 Represents beds and projects which become available in each of the 3 years, irrespective of the
year(s) of related outlays.

Organization and delivery of health services.—Major Federal
programs designed to improve the organization and delivery of health
care include an assistance program for health maintenance organiza-
tions (HMO's), regional medical programs, assistance to compre-
hensive health planning agencies, and the activities of the National
Center for Health Services Research and development. Activities
of the Office of Economic Opportunity (OEO) are also directed to
improving the organization and delivery of health care. Outlays for
these programs will rise to $435 million in 1973 compared with $386
million in 1972.

One of the most significant changes taking place in the organization
of medical services is the growing development of health maintenance
organizations. HMO's bring together a comprehensive range of
medical services under one organization so that a patient is
assured convenient access to all of them. HMO's provide needed
services, including hospitalization, for a fixed annual fee which

Outlays (in millions

1971

87
89
70
9

87
26

368

35
90
1

38
7
9

180

of dollars)

1972

47
98
37
12

133
24

349

68
119

3
47
9

11

256

1973

38
89
39
12

111
20

309

80
126

3
55
13
15

291

Number of beds
(o.

1971

7,010
7,984
8,279

(426)

1,964
397
188

(10)

r projects)1

1972

4,842
8,470
3,844

(659)

275
2,584

997

(30)

1973

4,390
6,738
3,084

(704)

1,090
1,129
1,109

(3)
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is paid in advance by subscribers. Thus, net income rises with the
number of days a subscriber is well and not the number of days he is
in need of expensive physician or hospital care. HMO's therefore have
a strong financial incentive to prevent illness, or at least treat it
efficiently in its early stages.

A study of the Federal employees health benefits program in
1968 indicated 560 days of hospitalization per 1,000 covered active
employees enrolled under HMO-type plans compared to 1,085 and
1,080 per 1,000 active employees enrolled under Blue Cross or indem-
nity programs, respectively. Similarly, the incidence of surgical pro-
cedures was 34 per 1,000 persons under HMO plans compared to 75
per 1,000 enrolled under the Blue Cross and Blue Shield options.

The Administration has proposed legislation to assist in estab-
lishing HMO's through technical assistance, planning grants and
contracts, direct loans, and Joan guarantees. $57 million in budget
authority for 1972 and $60 million in 1973 is being requested to assist
over 600 HMO's to become organized. Other legislation will permit
persons covered by Medicare, Medicaid, FHIP, and private insurance
plans to join HMO's. Efforts will also be made in both 1972 and 1973
to convert federally funded health centers into HMO's.

Emphasis on assisting comprehensive health planning agencies will
be continued by increasing the number from 228 in 1972 to 348 in
1973 and expanding their capabilities and responsibilities. Legislation
has been proposed to require approval by the responsible planning
agency before certain capital expenditures can be reimbursed under
Federal financing programs.

The National Center for Health Services Research and Development and
Regional Medical Programs (RMP) will support Federal efforts
directed towards the application of the latest technological advances
to both patient care and the design and management of medical
facilities. The use of medical assistants which permit doctors to see a
larger number of patients will be encouraged in these programs as
well as in health manpower programs. In addition, RMP—working
with the Office of Economic Opportunity—will support a new initiative
aimed at developing emergency health care systems on an areawide
basis. These systems will coordinate emergency room activities,
ambulance services, and communications networks with the commu-
nity's health care delivery system. Quality-of-care standards and
peer review and utilization review techniques will continue to be sup-
ported and explored.

Table K-9. FEDERAL OUTLAYS FOR IMPROVING THE ORGANIZATION
AND DELIVERY OF HEALTH SERVICES (in millions of dollars)

Planning
Technology
Manpower utilization
Health care systems

Total 331 386 435

1971
actual

11
39
36

183

1972
estimate

82
42
41

221

1973
estimate

98
49
46

242
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Americans who live in remote rural areas or in urban poverty neigh-
borhoods represent a special problem because of the absence of
adequate medical resources. Federal efforts will be continued to im-
prove the availability of care in those areas.

Health professionals will be encouraged to practice in medically
underserved areas through loan forgiveness provisions of the new
health manpower training legislation. Under those authorities, the
Federal Government will assume the indebtedness incurred during
education or training. Moreover, the National Health Service Corps
will permit an estimated 600 health professionals to be placed in
approximately 200 medically underserved areas. Area health education
centers will be established in a number of these areas and will provide
a permanent base for attracting health professionals.

The Federal Government will continue its support of outpatient
clinics in medically underserved areas through federally supported
health centers. This support provides an effective means for impioving
and expanding the capacity of the ambulatory health services delivery
system to deliver care. Emphasis in 1973 will be placed on improving
title management of existing centers, enhancing the quality of health
care delivered in those centers, and assisting existing centers to con-
vert to HMO's.

FINANCING AND PROVIDING HOSPITAL AND MEDICAL SERVICES

Programs to finance or provide hospital and medical services in-
clude Medicare and Medicaid as wrell as the contract care programs
for certain Federal beneficiaries administered by the Defense De-
partment, the Veterans Administration, and the Department of
Health, Education, and Welfare. In 1973, $19,928 million will be
spent to pay for health services delivered to those individuals who are
eligible for Federal support of their medical care needs. Outlays for
Medicare and Medicaid will rise by $492 million and will comprise the
largest share of the $15,798 million in Federal outlays directed towards
the financing of health care services. Outlays for Federal programs
that provide hospital care and medical services directly to Federal
beneficiaries will only increase by $301 million to $4,130 million in
1973, reflecting a trend away from the direct provision of medical care
to a greater reliance on financing mechanisms and use of community
facilities.

Two key elements in the National Health Strategy will affect the
financing and provision of hospital care and medical services in the
coming years. Legislation proposed by the Administration would
eliminate financial barriers to basic health care protection. The
National Health Insurance Standards Act (NHISA) would require
employers to offer basic health insurance coverage for employees and
their families. The cost of this plan would be borne jointly by employers
and employees. For those needy families with children not protected
under NHISA, the Family Health Insurance Plan (FHIP)—a fedei-
ally administered program—would provide a basic level of protec-
tion. Under FHIP, premiums and copayments would be scaled to a
family's income. These proposals will take effect in 1974 and do not
affect the figures in this analysis.
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Medicaid.—Until the Administration's proposed new family health
insurance plan is enacted, Medicaid will continue to finance medical
care for low income individuals. Approximately 24 million low income
and medically needy people will receive benefits in 1973 through 52
separate federally aided, State-sponsored programs. The Federal share
of Medicaid costs will be $3.4 billion, or 55% of the total. The bulk of
the decrease in Federal outlays from 1972 is a result of an advance
payment to the States in 1972 to alleviate their fiscal pressures. Some
reduction is also due to the application of wage and price guidelines
established by the Cost of Living Council.

Partly because of the coverage expansion in State Medicaid pro-
grams, and partly because of recent Federal regulations requiring that
early screening services be provided to low income children, it is now
estimated that Medicaid will finance services to 11 million children
under age 21 in 1973 compared to 6 million in 1969. The following
table depicts Federal costs and other selected program indicators,
for the period 1970-73:

1970 1971 1972 1973
actual estimate estimate estimate

Payments to medical vendors (millions) $2,604 $3,210 $4, 181 $3,261
Administrative costs (millions) „__ $94 $152 $220 $171
Percentage of payments to categorically needy 69 73 74 73
Recipients of service (millions of persons) 15 18.2 20.6 23.5

Aged 65 or over 3.0 3.6 3.8 4.0
Blind and disabled 1.3 1.6 1.8 2.1
Children under 21 7.4 8.3 9.4 10.8
Otheradults 3.3 4.7 5.6 6.6

Payments by type of service (percent):
General and TB hospitals 32 32 35 35
Nursinghomes 26 25 23 21
Physicians 12 12 13 14
Mental hospitals 8 9 7 7
Drugs 8 8 8 8
Other 14 14 14 15

In 1972, 65% of the Medicaid dollar was spent on inpatient care.
In an effort to promote the use of less costly ambulatory and preven-
tive care, legislation has been proposed to limit Federal matching for
care provided in nursing homes and mental hospitals to that needed
for active treatment and to institute cost sharing provisions for care
provided in general hospitals. Higher Federal matching levels will be
provided for all ambulatory care to encourage greater use of hospital
outpatient clinics, comprehensive health centers and physicians'
services.

Medicare.—Over 95% of the Nation's aged population will be
enrolled in Medicare in 1973, making them eligible to receive Federal
reimbursements for 45% of their total personal health care costs.
Outlays for the Medicare program will reach $10.4 billion in 1973, of
which 67% will pay for inpatient services provided in hospital and
extended care facilities through the hospital insurance program (HI)
and 24% will pay for physicians' services, home health and outpatient
services through the supplementary medical insurance program (SMI).
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Legislation is being proposed to eliminate the enrollees' premium for
the SMI program to make all Medicare beneficiaries eligible for re-
imbursement for outpatient services.

Since Medicare began in 1967, hospital admissions per 1,000 bene-
ficiaries have risen 17%, and Medicare payments for hospital stays
have increased by 50%. A portion of this increase in outlays has
been used to pay for hospital services previously provided on a charity
basis. Before Medicare, approximately 17% of hospital stays among
aged persons did not incur charges; since Medicare, this percentage
has been reduced to 3%. Similarly, the proportion of total hospital
charges paid directly by the patient have been reduced to 7% from
38% in 1966. Thus, the impact of Medicare has been to shift a large
pait of the financial burden of medical payments for aged persons
from the private sector to the public sector, as well as to contribute
to higher utilization rates for hospital care by persons 65 or over.

Medicare expenditures have risen significantly from $8.8 billion
in 1969 to $10.4 billion in 1973. As the table below indicates, the rate
of increase for both hospital insurance payments (HI) and supple-
mental medical insurance payments (SMI) has slowed down since 1969
due to major efforts to instill greater efficiency into the Medicare
program, particularly through intensified review of utilization
practices. Since 1969, the average length of covered hospital stay has
been reduced by more than one day and expenditures for extended
care facilities stays have declined due to the tightening of controls
for unauthorized Medicare use. A change in the regulations for
reimbursing physicians' services under SMI has occurred which
permits carriers to recognize as of July 1 of a fiscal year, only those
charges which fall within the 75th percentile of customary charges
made for similar services during the previous calendar year.

In 1973, additional efforts will be made to contain Medicare cost
increases to a 9.5% growth in outlays for hospitalization costs and
2%% in physician fees. Without these efforts, estimated outlays
would be significantly higher in 1972 and 1973. The following table
displays the pattern of utilization and costs in the program:
Hospital insurance payments: 1968 1969 1970 1971 1972 1973

Hospital admissions (in thousands) 5,655 5,918 6,093 6,329 6,389 7,211
Admissions per 1,000 covered aged 282 291 299 317 322 325
Average length of stay (in days) 14.2 14.1 13.5 12.5 12.5 12.5
Benefit payments (in millions) $3,736 $4,654 $4,804 $5,443 $6,265 $7,395

Supplementary medical insurance program:
Persons with supplementary medical insur-

ance protection (in millions) 18.2 18.8 19.2 19.8 20.1 22.4
Beneficiaries receiving services (in millions). 7.7 9.0 9.2 10.3 10.9 11.3
Benefit payments (in millions) $1,389 $1,645 $1,979 $2,035 $2,240 $2,486

Medical prices, percent increase from prior
year (as of June in year shown):

Hospital daily service charge 12.2 13.0 12.1 13.0 ! 6 . 0 *6.0
Physicians'fees 5.5 7.3 7.6 6.8 *2.5 X2.5

1 In accordance with Cost of Living Council guidelines.

Other programs.—In addition to Medicaid and Medicare, the
Federal Government finances or provides medical services for certain
special categories of beneficiaries—such as Armed Forces personnel
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and their dependents, veterans, American Indians, and poverty
families. These programs include:

• Medical care to active and retired military personnel and their
dependents.—In 1973, Defense will operate 199 hospitals directly
and will contract with community facilities to provide additional
care for its beneficiaries. Outlays for these services will be $2,183
million in 1973, $145 million more than in 1972.

• Medical care to veterans.—VA operates 170 hospitals, long-term
care facilities and outpatient clinics and also provides contract
care for certain veterans. Expenditures for health services to
veterans are estimated to be $2,344 million in 1973, an increase of
$243 million over the 1972 level. Outpatient visits in 1973 are
expected to rise to over 11 million with an increase in the num-
ber of patients receiving hospital treatment to 844 thousand
from 826 thousand in 1972.

• Health insurance for Federal employees.—Health benefits are
provided to almost 8.5 million Federal civilian employees and
annuitants and their dependents under the Federal employees
health benefits programs managed by the Civil Service Com-
mission. In 1973, Federal payments to finance these programs will
increase by $108 million to $642 million.

• Indian health services.—Outlays for Indian health services and
facilities will increase by 7% in 1973 to $196 million. These funds
provide comprehensive health services and emphasize ambulatory
care and the training of Indians for leadership roles. Indicators of
improved health among Indians since 1969 include a 16% decline
in infant mortality and a 60% reduction in deaths caused by tu-
berculosis. The emphasis on ambulatory care is shown by a 20%
decline in the inpatient load of the Indian Health Service and a
28% increase in the number of outpatient visits since 1969.

Table K-10. FEDERAL FINANCING OR PROVISION OF MEDICAL CARE

0Utlay;f(idolTails)°nS N u m b c » <in thousand,)

1971 1972 1973 1971 1972 1973

Provision of direct Federal hospital and
medical services:

General hospital inpatients 1,788 2,127 2,255 1,943 1,943 1,912
Psychiatric hospital inpatients 452 455 491 170 156 159
Long-term care inpatients 103 112 129 36 38 39
Outpatient and other services 995 1,135 1,256 72,618 76,411 76,749

Total, direct services 3,339 3,829 4,130

Provision of hospital and medical services
indirect:

General hospital inpatients 6,901 8,293 9,085 2,103 2,249 2,272
Psychiatric hospital inpatients 232 259 153 226 234 155
Long-term care inpatients 1,219 1,485 1,256 894 1,135 949
Physician services—office, home or insti-

tution 2,564 2,936 3,193124,842 29,862 34,461
Outpatient and other services 1,667 2,084 2, 111J

Total, indirect services 12,583 15,058 15,798

Total, provision of services 15,922 18,887 19,928
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• Federally sponsored health centers.—Medical services for low-
income families in federally funded health centers are provided
through the maternal and child health program, the partnership for
health program, and the OEO neighborhood health center program.
Obligations for these centers will increase by $46 million in 1973
to support 685 community-based comprehensive health projects
expected to serve a target population of approximately 10 million
low-income individuals.

Table K-11. FEDERALLY FUNDED HEALTH CENTERS

1970 1971 1972 1973
actual actual estimate estimate

Total Federal obligations (millions of dollars)

Partnership for health
Maternal and child health
Community mental health centers (NIMH)
OECM

Number of centers funded

Partnership for health
Maternal and child health
NIMH (operating grants)
OEOi

Number of persons in target areas served in year
(thousands):

Partnership for health 2 276
Maternal and child health 2 575
NIMH 33,000
OEO 1,500

1 In addition to 49 neighborhood health centers (of which 25 were transferred to HEW in 1971
and 1972 and 10 more will be transferred in 1973), the OEO numbers include comprehensive health
care projects in outpatient departments, group practice projects, and community network projects.

2 Represents numbers of persons actually served.

Distribution of health care outlays by age groups and eco-
nomic status.—Table K-12 distributes the Federal outlays for the
"provision of hospital and medical services" category among three
major age groups and between indigent and nonindigent persons.
Outlays for the development of health resources and for prevention
and control of health problems have been excluded from the table
since they are designed to serve the entire Nation and are not normally
allocable by population group or income.

The largest health care expenditure increase in both absolute and
percentage terms will be for other adults, rising by $581 million to
$6 billion in 1973. This increase reflects the enactment of pending
legislation extending the Medicare program to disabled social security
beneficiaries. Approximately 45% of total health care expenditures
will cover health care for the needy in 1973. The 1973 outlays for the
needy remains at the 1972 level due to a 1973 advance Medicaid
payment of approximately $340 million in June 1972 and does not
represent an actual decreased level of activity.

Aged.—Sixty percent of personal health care outlays will be on
behalf of the aged. The $500 million increase for this age group in 1973
is almost entirely attributable to the Medicare and Medicaid programs.

600
654

40,000
1,580

950
718

52,000
2,324

1,380
774

56,000
2,124
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In 1973, approximately 36% of Federal Medicaid payments will sup-
port medical services for the aged, although they comprise only 17%
of the program's beneficiaries.

Other adults.—In 1973, nonaged adults will receive $6.0 billion in
health care services—$581 million over 1972 primarily due to pending
Medicare legislation. Of the dollars spent on this group, 54% will go
for the indigent.

Children and youth.—Federal health outlays for children will amount
to $2.1 billion in 1973. One-half of this amount will go for indigent
children. Beginning in 1972, special efforts will be devoted to an early
and periodic screening program for young Medicaid recipients.

In summary, about 60% of the Federal expenditures for personal
health care is on behalf of the aged, 30% for nonaged adults, and
over 10% is for children. The latest Social Security Administration
report concerning total public and private health outlays in 1970
indicates that the Federal Government pays about 54% of the total
health costs for the aged, 11% of the total outlays for nonaged adults
and about 16% of the total costs for children.

Table K-12. ESTIMATED HEALTH CARE EXPENDITURES BY POPULATION
AND INCOME GROUPS1 (in millions of dollars)

1971 1972 1973
actual estimate estimate

Total, all recipients 15,912 18,876 19,915

Aged (65 and over) 9,585 11,272 11,772
Other adults (19-64) 4,655 5,461 6,042
Children and youths (0-18) 1,672 2,142 2,100

Indigent, total 7,227 8,817 8,867

Aged (65 and over) 3,752 4,598 4,586
Other adults (19-64) 2,637 3,084 3,224
Children and youths (0-18) 838 1,135 1,057

Nonindigent, total 8,685 10,059 11,048

Aged (65 and over) 5,833 6,675 7,187
Other adults (19-64) 2,019 2,378 2,819
Children and youths (0-18) 834 1,007 1,043

1 Does not include foreign nationals receiving health care services outside the United States.

PREVENTION AND CONTROL OF HEALTH PROBLEMS

Major Federal programs to prevent and control health problems
are in the areas of consumer safety, communicable diseases, traffic
accidents, occupational safety, environmental health, public health
education, and foreign health assistance. This reflects the high priority
accorded the prevention of illness and injuries. Outlays for these
activities will increase to $1,124 million in 1973 from $856 million in

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1973



1 7 0 THE BUDGET FOR FISCAL YEAR 19 73

1972. In addition, physicians will be encouraged to provide preventive
care through HMO's and a continuing emphasis will be placed on
health research.

Consumer safety.—A considerably expanded thrust to protect the
health and safety of the consumer is reflected in the increase in outlays
of $67 million in 1973 over 1972. Federal efforts in food and product
safety show the greatest increases. Under pending legislation, the Food
and Drug Administration (FDA) in HEW will be given an expanded
role in consumer protection and redesignated the Consumer Safety
Administration.

FDA and the Department of Agriculture have the leading Federal
roles in protecting the public from dangerous or mislabled foods,
drugs, and other products. FDA food inspection activities will be
expanded to insure the safety, nutritional adequacy, and accurate
labeling of the Nation's food supply. The meat and poultry- inspection
programs of the Department of Agriculture protect consumer health
by assuring that all fresh and processed meat and poultry and their
products that are shipped in interstate and foreign commerce are
wholesome and suitable for human consumption. Research on the
effects and hazards of pesticide residues and chemicals on crops and
livestock foods will be increased.

FDA will also expand its capability to collect, process, and analyze
data in order to minimize hazards associated with toys, household
chemicals, cosmetics, clothing, and other consumer products. Product
safety inspections and consumer injury investigations will increase
approximately 300% from 1972 to 1973. In addition, legislation will
be proposed to strengthen the control over hazardous household
products.

To insure that drugs and therapeutic devices are safe and effective
for their intended uses, FDA will continue inspecting drug manu-
facturing processes, examining over-the-counter and prescription
drugs, and evaluating new drugs prior to marketing. Proposed legisla-
tion would strengthen FDA's ability to assure the safety and effective-
ness of medical devices by providing authority for standard setting
and premarketing clearance of devices when necessary.

Disease control.—The Center for Disease Control (CDC) in
HEW leads the Federal efforts to prevent and control disease. Disease
surveillance conducted by CDC provides a national alarm system to
identify outbreaks of disease. Followup support, such as vaccine and
technical assistance, is provided to State and local health departments.

Special efforts to eradicate rubella (German measles), to control
venereal disease, and to alleviate nutritional problems will continue
to be emphasized in 1973. Fifty-five million children age 1 through
14 will be inoculated against rubella. Technical assistance, drugs,
personnel, and public education are furnished to States and localities
in order to gain control over venereal diseases. Several Federal
agencies provide technical assistance and public education to alleviate
and prevent nutritional diseases.

CDC conducts a comprehensive national program to improve and
standardize the performance of the Nation's clinical laboratories.
This program also has responsibility for the licensure and evaluation
of clinical laboratories engaged in interstate commerce.
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Accidents and occupational safety.—Accidents are the leading
cause of death for persons between the ages of 1 and 37 and the
fourth leading cause of death overall. In addition, accidents cause
millions of disabling injuries each year. Federal programs to help
prevent accidents will be expanded in 1973.

Traffic accidents resulted in 50,000 deaths in 1970, half of which
involved drivers or pedestrians under the influence of alcohol. Special
emphasis has been placed on treating alcoholism as discussed in the
section on special impact programs. Other highway safety programs
support the removal of hazards; the installation of safer guard rails,
light poles, etc.; and the use of new international signs. In addition,
the Department of Transportation continues its regulatory efforts to
require automakers to provide safer cars.

The 1973 budget also requests increases under the Occupational
Safety and Health Act to reduce the 14,000 deaths and more than
2 million disabling injuries resulting each year from occupational
accidents and disease.

Environmental control.—The Federal Government supports envi-
ronmental health programs in HEW and in EPA. The programs in
HEW consist mainly of grants and technical assistance to States and
communities to reduce the prevalence of lead-based paint poisoning
in children, to control rodents, and to develop environmental planning
capabilities. In 1973, $9.5 million in grants will be awarded to about
50 communities to screen approximately 1.5 million children currently
at risk of having or acquiring lead poisoning and to support the
development of community organization and public education to pre-
vent future lead poisoning. Under the Federal rodent control program,
project grants in the amount of $15 million will be funded in 34
communities in 1973.

EPA health programs provide health intelligence relative to the
effects of environmental pollution on the health of the American
people. This information and the information derived from research
aid in setting environmental standards and taking regulatory actions.
Environmental programs reported in this section are only those having
a direct impact on health; all other environmental piograms are now
discussed in the Environmental Special Analysis, Section S.

Public health education.—Prevention and control of illnesses
and injuries can be improved greatly through public health education.
The proposed National Health Education Foundation will serve as a
national instrument to stimulate and coordinate a comprehensive
health education program.

Other Federal public health education efforts will continue in such
areas as nutrition, smoking, drug abuse, family planning, and auto-
motive safety. These efforts will be conducted mainly through direct
Federal service programs in the National Center for Family Planning
Services, the Indian Health Service, and the Center for Disease
Control in HEW, the Department of Agriculture, and the Department
of Transportation.

Foreign health assistance.—Efforts by the United States to
prevent and control disease in other nations are undertaken by the
Agency for International Development (AID), the Peace Corps, and
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international agencies to which the U.S. contributes financially, such
as the World Health Organization and the Pan American Health
Organization. AID and the Peace Corps provide technical assistance
to other nations through training and treatment in areas of communi-
cable disease control and eradication, nutrition, public health educa-
tion, family planning, and environmental health. Outlays by AID, the
Peace Corps, and the State Department for these purposes will in-
crease in 1973 to $233 million.

Table K-13. FEDERAL OUTLAYS FOR THE PREVENTION AND CONTROL
OF HEALTH PROBLEMS (in millions of dollars)

1971 1972 1973
actual estimate estimate

Disease prevention and control
Environmental control
Consumer safety _

Total 698 856 1,124

SPECIAL IMPACT PROGRAMS

Special impact programs are Federal programs which have been
designed and targeted to health problems that are sufficiently unique
to warrant a categorical assistance. These programs include drug-
abuse activities, alcoholism projects, the provision of family planning
services, and nursing home improvement efforts.

Drug abuse.—In response to the growing national drug problem
and the need to coordinate Federal drug abuse-related programs, the
President established the Special Action Office for Drug Abuse Pre-
vention within the Executive Office of the President. This Office will
direct the Federal efforts in treatment, rehabilitation, education, and
research relating to controlling the demand for drugs. Obligations
for these activities rose from $132 million in 1971 to $310 million in
1972. This effort will continue in 1973 with a further increase in
obligations of $55 million. These obligations are in addition to law
enforcement activities which are discussed in Special Analysis O and
amount to $229 million in 1973.

HEW, through NIMH, funds major drug abuse treatment, rehabili-
tation and research programs, and the National Clearinghouse for
Drug Abuse Information within NIMH will expand its efforts to
disseminate current data and information. The Office of Education
in HEW has the major role in drug abuse education and training.
Defense and VA will intensify efforts to control the drug problem
among our military personnel in Southeast Asia and our returning
veterans.

Six other Federal agencies also fund programs to combat the effects
of drug abuse. These include the OEO's support of treatment, re-
habilitation, and education programs for the poor and the Department
of Labor's rehabilitation activities. Within the Department of Justice,
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the Bureau of Prisons administers treatment programs for Federal
prisoners, the Bureau of Narcotics and Dangerous Drugs conducts
training and research programs, and the Law Enforcement Assistance
Administration supports a broad range of community drag abuse
programs.

Table K-14. ESTIMATED OBLIGATIONS FOR DRUG ABUSE PROGRAMS
(in millions of dollars)

1969 1971 1972 1973

Treatment and rehabilitation:
Health, Education, and Welfare 22.9 40.7 83.6 97.4
Defense .4 48.2 62.6
Justice .9 18.9 19.1 18.3
Veterans Administration.._ .6 .7 16.4 21.6
Office of Economic Opportunity _ 2.2 12.1 13.0 20.0
Housing and Urban Development _ 1.4 6.0 9.3 9.3
Other ___ 1.0

Subtotal 28.0 78.8 189.6 230.2

Education and training:
Health, Education, and Welfare 1.4 12.7 31.2 32.7
Justice .6 20.9 18.4 13.1
Defense .2 8.8 12.4
Housing and Urban Development 2.3 3.1 4.3
Office of Economic Opportunity ____ .7 2.5 1.0
Other .4 .9

Subtotal L _. 2.0 36.8 64.4 64.4

Research, planning, and coordination:
Health, Education, and Welfare 14.1 11.3 34.6 37.8
Defense .5 9.5 14.6
Justice 1.1 3.3 4.4 5.1
Veterans Administration 1.0 1.3 2.8
Office of Economic Opportunity 2.5 2.0
Special Action Office for Drug Abuse Prevention 3.0 6.9
Other .3 .5 .8 1.4

Subtotal 15.5 16.6 56.1 70.6

Total 45.5 132.2 310.1 365.2

Alcoholism.—Alcohol abuse and alcoholism are national problems
that touch every community and State. In 1972 the Federal Govern-
ment began to shift the responsibility for determining project priorities
to the States through formula grants.

NIMH will continue to support its ongoing alcoholism treatment
projects to develop model programs from which States will be able to
pattern their programs. In addition, in 1973 NIMH will support about
70 projects transferred to it from OEO with an increase of $10 million
in budget authority for this purpose.

Other Federal programs involved in the effort to reduce alcoholism
and its effects are administered by VA, which will spend $15 million
to treat alcoholism in veterans; the Social and Rehabilitation Service
of HEW which will earmark $32 million for alcoholic rehabilitation;
and the Department of Transportation will fund $32 million in projects
aimed at reducing the incidence of drunken driving and the associated
high percent of accidents involving the use of alcohol.
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Table K-15. ESTIMATED OBLIGATIONS FOR ALCOHOLISM PROGRAMS
(dollars in millions)

1969 1971 1972 1973

Treatment and rehabilitation:
Health, Education, and Welfare:

National Institute of Mental Health 8.3 68.3 78.2
Social and Rehabilitation Service 14.1 26.7 37.4 31.7

Veterans Administration 8.1 12.5 14.5
Office of Economic Opportunity _ __ 11.0 2.0

Subtotal

Education and training: Health, Education, and Wel-
fare

Research:
Health, Education, and Welfare
Transportation

14.

6.

1

7

2

54.1

1.8

6.6
7.4

120.2

4.8

8.4
29.4

124.4

4.8

8.9
31.7

Subtotal 6.2 14.0 37.8 40.6

Total 21.0 69.9 162.8 169.8

Family planning.—Federal support of family planning services
and research will continue in 1973 with Federal obligations increasing
to $240 million, a threefold increase since 1969. Of this amount, $183
million will support family planning services to approximately 3.5
million low-income people.

Family planning services are funded primarily through the National
Center for Family Planning Services and the maternal and child
health program in HEW and OEO. Efforts will be concentrated on
providing services to hard-to-reach groups such as teenagers, rural
dwellers, and migrants, as well as to insuring that family planning
services are included as a basic part of comprehensive health service
programs. The National Center will also spend $3 million to train
about 2,200 paramedical personnel in the most appropriate techniques
to deliver family planning services to low-income women and to train
administrative personnel to improve the management and program
development of federally sponsored family planning projects.

Family planning research activities are supported by NIH and
AID. Obligations directed primarily towards the development of
new contraceptives which are effective, safe, and socially acceptable
will rise from $52 million in 1972 to $58 million in 1973.
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Table K-16. ESTIMATED OBLIGATIONS FOR FAMILY PLANNING
SERVICES AND RESEARCH (dollars in millions)

1971 1972 1973
actual estimate estimate

Research (total) $40.3 $51.3 $57.8

National Institutes of Health

Agency for International Development

Services to low-income persons in the United States (total) _

Health, Education, and Welfare (total)

National Center for Family Planning Services
Maternal and child health
Other HEW

Office of Economic Opportunity

$28.3
$12.0

$80.3

$57.1

$33.6
$17.0
$6.5

$23.2

$39.3
$12.0

$147.7

$123.7

$98.9
$17.0
$8.7

$24.0

$44.8
$13.0

$182.6

$167.6

$140.0
$17.0
$10.6
$15.0

Number of individuals served (millions of persons) 2.2 3.1 3.5

Nursing home improvement.—The administration has initiated
a major effort within HEW to improve standards in the Nation's
nursing homes to assure that facilities receiving Federal funds are in
compliance with Federal and State regulations. Legislation has been
proposed that would authorize Medicaid to pay 100% of the State
costs of inspecting nursing homes. In 1970, 900,000 Medicaid or
Medicare recipients were served by 7,000 skilled nursing homes or
extended care facilities. Outlays of $6.8 million in 1972 will be increased
to $11.6 million in 1973.

As part of this effort, HEW will train 2,000 State personnel to
inspect nursing homes in 1972 and 1973—almost a tenfold expansion
of the 1971 training program. Approximately 21,000 nursing home
employees will also participate in 1-week courses designed to improve
the quality of service they deliver to nursing home patients. In
addition, a new program of five demonstration "ombudsman" units
aimed at identifying and solving patients' complaints and problems
will be established.

EXPENDITURES FOR HEALTH ACTIVITIES BY AGENCY

The following tables distribute the health-related expenditures of
Federal agencies by the categories used in this analysis. Except for
HEW and parts of the Civil Service Commission, health-related
outlays of all other agencies are, because of their major purpose,
assigned to functions other than health (650) in part 4 of the Budget
document. The tables, therefore, indicate the predominant budget
functional code for each agency. Other special analyses such as those
on research and development, education, and manpower also include
all Federal outlays in their areas. They will thus include, where
pertinent, the same outlays that are tabulated in this analysis.
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TableK-17. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1971 (in millions of dollars)

Func- Training Organiza-
tional Health and Construe- tion and
code research education tion delivery

Direct
Federal
hospital

and
medical

Indirect
Federal
hospital

and
medical
services

Preven-
tion and
control

of health
problems

Total

Department of Health, Education, and Welfare
Health Services and Mental Health Administration,
National Institutes of Health
Food and Drug Administration
Social Security Administration
Social and Rehabilitation Service
Other

Department of Defense
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Environmental Protection Agency
Agency for International Development
Office of Economic Opportunity _..
National Aeronautics and Space Administration
Atomic Energy Commission
Civil Service Commission
Department of Labor
Department of State
National Science Foundation
Other agencies
Agency contributions to employee health funds

650
650
650
650
650

650/700

051
804
551
350
404
152
551
250
058
906

607/609
150
606

,115.7
151.8
942.2

21.8

90.4
67.9

44.2
9.8
7.2

73.3
101.1

.3

30.1
24.7

713.3
175.5
527.6

1.1

1.3
7.8

134.1
106.8

7.0
11.6

.5

126.4
4.9
3.4
5.3

335.8
323.6

9.3
2.5

254.7
224.9
29.8

178.3
178.0

11,569.6
321.8

7,875.1

322.7
258.0

4.2
60.5

.4
74.1 1,466.1
76.2 15.8 1,656.9
8.7 35.8

.4 3,362.3
10.4

350.5
111.3

7.9

.2
5.2 181.9

.3
2.6
7.7

70.4

.1 .5

45.4 9.2 37.3 7.8
291.4

Total outlays for health, 1971.

5.9

175.6
4.1

120.4

15.7

7.8
21.3

24.7

14,490.2
1,633.5
1,513.1

85.9
7,875.1
3,364.0

18.6
2,121.1
2,034.8

44.4
219.8
20.9

147.2
187.2
73.5

117.2
70.7

137.1
34.5
33.5

154.3
291.4

1,564.6 1,113.3 548.3 331.3 3,338.6 12,583.3 698.3 20,177.8

*Less than $100,000.
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Table K-18. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1972 (in millions of dollars)

Direct Indirect Preven-
Func- Training Organiza- Federal Federal tion and
tional Health and Construe- tion and hospital hospital control Total
code research education tion delivery and and of health

medical medical problems
services services

Department of Health, Education, and Welfare 650 1,258.6 855.3 342.2 269.2 187.3 13,811.7 381.1 17,105.4
Health Services and Mental Health Administration 650 159.5 197.9 318.6 238.1 186.9 425.9 300.0 1,826.8
Nationallnstitutesof Health 650 1,065.6 643.2 8.6 31.1 ._ 8.5 1,757.1
Food and Drug Administration 650 33.5 2.6 6.0 72.6 114.7
Social Security Administration 650 8,974.1 8,974.1
Social and Rehabilitation Service 650/700 2.1 .4 4,400.9 4,403.5
Other 9.5 9.0 10.8 29.3

Department of Defense 051 98.3 142.8 88.5 1,635.3 403.0 6.7 2,374.6
Veterans Administration 804 77.7 123.4 99.7 17.0 1,965.3 136.0 2,419.1
Department of Housing and Urban Development 551 9.3 51.8 61.1
Department of Agriculture 350 46.9 _ __ 195.4 242.3
Environmental Protection Agency 404 15.8 5.6 5.5 26.8
Agency for International Development 152 6.4 15.7 7.9 152.8 182.8
Office of Economic Opportunity 551 ___ 15.4 161.4 176.9
National Aeronautics and Space Administration 250 68.6 .2 68.7
Atomic Energy Commission 058 104.5 .5 22.2 127.2
Civil Service Commission 906 _ .4 109.6 110.0
Department of Labor 607/609 .4 127.1 10.7 _._ 17.5 155.7
Department of State 150 5.2 .2 9.2 .1 .6 22.5 37.9
National Spience Foundation __._ 606 31.0 3.8 ___ 34.8
Other agencies._ 46.8 7.5 57.4 12.2 40.8 11.3 52.6 228.6
Agency contributions to employee health funds 424.6 424.6

Total outlays for health, 1972 1,754.8 1,286.9 605.4 385.9 3,828.9 15,058.2 856.3 23,776.5
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Table K-19. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1973 (in millions of dollars)

Func- Training Organiza-
tional Health and Construe- tion and
code research education tion delivery

Direct
Federal
hospital

and
medical

Indirect
Federal
hospital

and
medical

Preven-
tion and
control

of health
problems

Total

Department of Health, Education, and Welfare
Health Services and Mental Health Administration.
National Institutes of Health
Food and Drug Administration
Social Security Administration
Social and Rehabilitation Service
Other

Department of Defense
Veterans Administration
Department of Housing and Urban Development
Department of Agriculture
Environmental Protection Agency
Agency for International Development
Office of Economic Opportunity
National Aeronautics and Space Administration
Atomic Energy Commission
Civil Service Commission
Department of Labor
Department of State
National Science Foundation
Other agencies.
Agency contributions to employee health funds

Total outlays for health, 1973-

650 1,468.7 979.6 307.0 297.9 198.8 14,381.8 591.4
650 184.3 206.2 282.3 262.2 198.3 492.3 455.7
650 1,239.9 758.7 8.7 35.6 10.9
650 44.5 3.2 3.0 124.8
650 10,436.4

650/700

051
804
551
350
404
152
551
250
058
906

607/609
150
606

111.1
81.9

1.9
9.7

145.7
153.2

47.3
15.5
8.0

.5 3,441.5
13.0 11.6

134.0 1,710.6 471.9
18.9 2,178.6 165.7
61.0

92.5
9.2

5.8
12.4 8.9

57.8
112.9 .4

.7

30.4
47.5

141.6
6.2
4.6
8.7

.2

48.3

22.5 121.6

.4
3.6

11.1

137.6

.1 .7

19.6 42.1 13.7
504.7

7.1

209.4
5.6

149.8

26.5

46.8
22.9

64.5

18,225.2
2,081.3
2,053.7

179.7
10,436.4
3,443.9

34.3
2,580.5
2,690.8

70.2
256.8
26.9

179.0
144.1
57.8

139.8
138.0
192.8
41.2
35.0

244.4
504.7

1,981.7 1,458.3 600.1 434.9 4,130.3 15,797.7 1,124.0 25,527.1

Less than $100,000.
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SPECIAL ANALYSIS J x

FEDERAL HEALTH PROGRAMS

Overview.—Federal health programs will account for $30.3 billion
in estimated outlays in 1974. This is an increase of $3.8 billion (14%)
above 1973 and is representative of the upward trend of Federal
health outlays as a component of the total Federal budget. The fol-
lowing table shows this trend in Federal health expenditures:

Table J-1. FEDERAL OUTLAYS FOR HEALTH COMPARED TO THE TOTAL
FEDERAL BUDGET (dollars in billions)

Actual Estimated

1965 1967 1969 1971 1972 1973 1974

Total Federal outlays $118.4 $158.3 $184.5 $211.4 $231.9 $249.8 $268.7
Federal health outlays $5.2 $10.8 $16.6 $20.2 $24.5 $26.5 $30.3
Health as percent of total outlays.— 4.4 6.8 8.9 9.5 10.6 10.6 11.3

Table J-2 summarizes and distributes Federal health outlays by
major category for fiscal years 1972, through 1974. Expenditures for
financing or delivering health services will account for 96% of the
tota] $3.8 billion increase over 1973, whereas 3% of the increase goes
to health resource development and the remaining 1% to prevention
and control of health problems.

1 Many agencies and programs fund health or health-related activities, all of which outlays are
included in this analysis. Part 4 of the Budget estimates 1974 expenditures for health at $21.7 billion;
it excludes those outlays of agencies and programs devoted to health, but classified under other
functions such as National Defense or Veterans Benefits and Services. The following table bridges
1974 health outlays from Part 4 to the total used here (in billions of dollars):

Outlays in Part 4 21.7
Plus health outlays assigned to other functions in:

Department of Defense 3.3
Veterans Administration 2. 8
All other agencies 2.5

Equal total health outlays in this analysis 30.3

Both Part 4 and this analysis use the same categorical framework to distribute health outlays.
However, for technical reasons Part 4 does not make as detailed a distribution in the outlays from
a single appropriation as is done in this analysis. Thus, some outlays are assigned in this analysis
to a different category.

135
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136 THE BUDGET FOR FISCAL YEAR 19 74

Table J-2. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED
ACTIVITIES BY CATEGORY (in millions of dollars)

Outlays

1972
actual

1973
estimate

1974
estimate

Development of health resources, total (4,281)
Health research 1, 776
Training and education 1,110
Construction 867
Improving organization and delivery 528

Provision of hospital and medical services, total (19,439)
Provision of direct Federal services 4,026
Provision of indirect Federal services 15,413

Prevention and control of health problems, total (810)
Disease prevention and control 405
Environmental control 148
Consumer protection 257

Total, health programs 24,531

(4,936)
1,997
1,379
891
670

(20.542)
4.432
16,110
(988)
506
155
328

(5,042)
2,147
1,293
943
659

(24.234)
4.475
19,759
(1.047)
513
187
347

26,466 30,323

In 1965, Federal health outlays accounted for 9% of the total na-
tional expenditures for health care. After the enactment of Medicare
and Medicaid, Federal health outlays rose to 25% of the total national
health care expenditures in 1972. Figure J-4 shows the distribution of
health care expenditures by source. These expenditures increased from
5.5% of GNP in 1965 to 7.1% in 1972.

Distribution of All Federal Health Dollars

Training and Education

HP

Fiscal Year 1965
($5.2 Billion)

Fiscal Year 1974
($30.3 Billion)
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SPECIAL ANALYSES 137

Public and Private Expenditures For Health Care J-4

Pubti Publi

Fiscal Year Fiscal Yew

1965
$35.7 Billion

1972
$77.3 Billion

Within the total distribution for personal health care expenditures,
there are differences in the makeup of the source of funds according
to age. Two-thirds of the health bills for the aged (65 and over) are
financed from public funds, both Federal and State and local. This
compares to only one-fourth of the bill for persons aged 19-64 years.
Medical care for the younger group is financed predominantly through
private insurance mechanisms and through Medicaid for children of
needy families. Figure J-5 on page 138 shows this distribution.

Health care received in the United States—both federally and
privately financed—in some measure affects the health status of the
population. It is difficult to attribute specific changes in health status
to the impact of individual Federal programs—or even Federal pro-
grams in general—since those programs reach only a part of the total
population, and because many other factors impinge on health status.

Changes over time, however, can be observed in several indicators of
health status. Table J-6 shows the trends in several measures of health
status over the past 20 years.
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138 THE BUDGET FOR FISCAL YEAR Ii974

$36.8 Billion

Funds for Personal Health Services by Age Group

Fiscal Year 1971

Public/
<\ar

Publ

J-5

Under 19 Years 65 Yean and Over

Table J-6. SELECTED INDICATORS OF HEALTH STATUS (annual rates)

1950 I960 1970

Birth rate (per 1,000 population) 23.6
Death rate (per 1,000 population) 9.6
Average life expectancy at birth in years 68.2
Infant mortality rate (deaths under 1 year of age per 1,000 live

births) 29.2
Leading causes of death (per 100,000 population):

Diseases of the heart 355.5
Cancer 139.8
Cerebrovascular disease 104.0
Accidents 60.6
Certain diseases of early infancy 40.5
Influenza and pneumonia 31.3
Tuberculosis, all forms 22.5
General arteriosclerosis 20.4
Diabetes 16.2

Days of bed disability for selected conditions (per 1,000 population):
Influenza and pneumonia NA
Upper respiratory disease NA
Heart disease NA
Arthritis NA
Hypertension without heart involvement NA
Diabetes NA
Ulcer NA

23.7
9.5

69.7

26.0

369.0
149.2
108.0
52.3
37.4
37.3

20.7
16.7

99.6
92.2
53.4
28.4
12.0
11.7
14.5

18.2
9.4

70.8

19.8

360.3
162.0
101.7
54.2

i 20.9
'30.5

1 15.9
18.5

101.9
81.5
46.0
28.4
13.6
11.7
8.7

1 Some of changes in death rates are primarily because of changes in coding and do not neces-
sarily reflect changes in actual death rates.
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SPECIAL ANALYSES 139

Federal health programs—as indicated in table J-2—can be
grouped into three basic categories—programs designed to increase
health resources, programs to provide health and medical services
(both indirectly through financing, and directly), and programs aimed
at the prevention and control of health problems. Included in these
three categories, however, are special impact programs that address
particular national problems that warrant a targeted response. This
special analysis addresses each of these three categories followed by a
section on special impact programs.

HEALTH RESOURCES

Federal programs for the development of health resources include
support for health research, health manpower training and education,
construction of medical and health facilities, and efforts directed
toward improving the organization and delivery of health services.
The combined outlays for these programs as shown in table J-7 will
be $5,042 million in 1974, an increase of $106 million over 1973.

Table J-7. FEDERAL OUTLAYS FOR DEVELOPMENT OF
HEALTH RESOURCES (in millions of dollars)

Outlays

1972
actual

1,776
1,110

867
528

1973
estimate

1,997
1,379

891
670

1974
estimate

2,147
1,293

943
659

Health research
Training and education
Construction
Improving organization and delivery

Total _ 4,281 4,936 5,042

Health research.—Biomedical research attempts to provide new
knowledge, through the support of basic and applied research, that
can be used in the diagnosis, treatment, prevention, and further
understanding of disease.

As figure J-8 indicates, the Federal Government is the predominant
source of financial support for biomedical research in the United
States, providing 65% of total research funds in 1972 and 64%
of total research funds in 1967. Private industry provided 27%
of the total, and foundations, voluntary health agencies, and others
provided the remaining 8%. Research support from all sources has
been increasing for the last 20 years, and Federal funds have increased
most rapidly. Tables J-26 through J-28 show that health research,
supported by some 14 Federal agencies, has grown by approximately
21% over the 3 years from 1972 to 1974.

The largest single Federal agency supporting biomedical research
is the National Institutes of Health (NIH) within the Department of
Health, Education, and Welfare (HEW). NIH administers 60% of
the Federal funds to support health research.
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140 THE BUDGET FOR FISCAL YEAR 1'9 74

Funds for Medical Research and Development J-8

$ Billions

4

2 —

I —

l;:::::.:vil O t h e r Support (Oth« Private Support

ond Stole ond Local Government)

E22§2 Industry Support

I 1 Federal Support*

3.3S

2.28

1.29

.20

.27

2.14

(952 1957 f962 1967 1972
Fiscal Years

* Covers obligations for medical and health-related i nd development excluding training <

As indicated in table J-9, Federal funds support a wide range of
categorical research to address many major health problems. In 1974,
NIH—as well as other Federal health research programs—will stress
research on cancer and cardiovascular disease—the two leading causes
of death in the United States. Outlays for cancer research will rise
to $387 million in 1974, and cardiovascular research will be funded
at $222 million. In 1974, budget authority for the National Cancer
Institute will rise to $500 million and the National Heart and Lung
Institute will increase to $265 million.
Table J-9. FEDERAL OUTLAYS FOR HEALTH RESEARCH (in millions of dollars)

Outlays

1972 1973 1974
actual estimate estimate

Cancer 255
Cardiovascular 166
Mental health 103
Neurological and visual 124
Population and family planning 36
Environmental health 198
Aging 21
Metabolic diseases 129
Child health 65
Infectious diseases 143
Pulmonary 24
Dental 34
Other research and development 476

Total 1,776

293
189
111
130
46
267
21
125
66
149
25
37
537

387
222
113
126
47
305
22
124
63
144
30
36
527

1,997 2,147
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SPECIAL ANALYSES 141

In addition to NIH, other Federal agencies support and conduct
research designed to complement their own program missions. The
three largest of these biomedical research programs are those of the
Department of Defense (DOD), Atomic Energy Commission (AEC),
and the Veterans Administration (VA). DOD research, for example,
concentrates on traumatic injury and surgical casualty management,
infectious disease, hazard protection, and psychiatry. AEC conducts
a broad range of research, but focuses primarily on environmental and
health effects of radiation. VA research is focused primarily on diseases
that affect the veteran population.

Training and education.—The rising demand for health services,
and programs of Federal financial support for biomedical research
and education, have ]ed in recent years to a very substantial expansion
of the Nation's health manpower educational institutions and an
increase in the numbers of trained manpower.

Since the 1963-1964 academic year, the number of U.S. medical
schools has grown from 87 to 111; and first year enrollments have
increased from 8,772 to 13,330. In addition, the pool of foreign-trained
physicians (including many U.S. citizens) has doubled since the early
1960's to approximately 60,000, or 18.5% of all active physicians.
NIH estimates that the current annual net influx of 5,200 foreign
medical graduates is roughly the equivalent of the yearty output from
34 U.S. medical schools.

Active M.D.'s, Domestic and Foreign Trained J-10

and* Active M.D.'s

4 0 0 -

300 —

200 —

100 —

12*23 Foreign Trained M.D.'s
(excluding Canadian graduates)

i 1 U.S. and Canadian Trained M.D.'s 409

350

328

294

262

'11.6%

88.4%
84.8% 81.5% 77.3%

74.5%

1963 1967 1971

Fiteal Years

1975 1980
Projected
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142 THE BUDGET FOR FISCAL YEAR Ii9 74

The Nation's supply of active physicians (M.D.'s) grew from about
240,000 in 1960 to 322,000 in 1971, an increase of 34% over an 11-year
period. Without major alterations in either present output from
domestic schools or immigration patterns, the supply is projected to
increase steadily by 1980 to approximately 408,000, an increase of
27% during the 1971-1980 period. This projection indicates that the
Nation will have 86,000 more physicians than were available in 1971,
or approximately 54,000 more physicians than needed to maintain
the current national average physician-to-population ratio.

The national aggregate physician-to-population ratio, as projected
to 1980, would be 180 per 100,000. This is the current ratio for the
mid-Atlantic region, the highest ratio in the Nation.

Geographic Distribution of U.S. Physicians—1963 and 1971 j-n

Calendar Yean
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SPECIAL ANALYSES 143

This increase in overall physician supply, however, has not signifi-
cantly altered the imbalance in the geographic and medical specialty
distribution of physicians. The projected increase in supply may
bring about little change in this regard. Both U.S. and foreign-trained
physicians have tended to locate in more populous, urbanized settings,
and to locate disproportionately in the Middle Atlantic and East
North Central States. Figure J - l l illustrates how little the geographic
distribution—shown in thousands of physicians per major census
area—changed from 1963 to 1971.

Change in U.S. Physician Specialties—1963 to 1971 J-12

- 1 4 . 8 % General
Practice

Total Active M.D.'s 83 .1%

Medical Specialties 52.7%

Surgical Specialties 34.5%

All Other Specialties

20
Percent

10 10 so

28.0%

30 40 50 60
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The composition of medical specialty manpower has changed little
since the early 1960's, with the exception of a 15% decline in the num-
ber of physicians in general practice during the period from 1963 to
1971. This decline does not necessarily reflect a comparable decline in
the number of physicians providing primary care, since the functions
of general practice have been assumed largely by specialists in internal
medicine, obstetrics and gynecology, and pediatrics.

Table J—13. FEDERALLY AIDED HEALTH TRAINING AND EDUCATION
(In millions of dollars)

Outlays

1972 1973 1974
actual estimate estimate

(802)
121
111
60
108
31
92
118
308

(999)
106
333
79
175
29
144
132
380

(983)
94
407
85
112
27
139
119
311

Degree or certificate training
Research personnel
Physicians
Dentists
Nurses
Mental health professionals
Other health professionals
Paramedical personnel

All other training

Total 1,110 1,379 1,293

Overall Federal expenditures for health manpower education and
training will continue at high levels in 1974. Outlays for these purposes
are estimated at $1,293 million in 1974, as illustrated in table J-13.
Approximately 50% of the financial support for the Nation's medical
schools will continue to be derived from Federal grants or contracts.
Table J-14 shows the Federal funds to medical schools from selected
agencies. These outlays do not include payments for medical services
from Medicare and Medicaid.

Table J-14. FEDERAL FUNDS TO MEDICAL SCHOOLS (in millions of dollars)

Outlays

Agency

Department of Health, Education, and Welfare
Research and development
Education and training
Construction
Other

Department of State (AID)
Research and development
Education and training

Atomic Energy Commission
Research and development

National Aeronautics and Space Administration
Research and development

Total

Research and development 576 615 648
Education and training 159 201 263
Construction (total, Federal funds) 108 46 80
Other 1 1 1

1972

(818)
557
153
108
1

1
6

(13)
13
(4)
4

844

1973

(835)
595
193
46
1

(10)
2
8

(13)
13
(4)
4

863

1974

(962)
627
254
80
1

(11)
2
9

(14)
14
(4)
4

991
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The principal programs of direct support for the health professions
schools are operated by HEW under the provisions of the 1971 Com-
prehensive Health Manpower Training and Nurse Training Acts.
These include:

• institutional formula support for the Nation's schools of medicine,
osteopathy, and dentistry.

• special project support to all the health professions schools, as
well as to nursing, public health, and allied health.

• special projects to improve access to health education for minor-
ities and the disadvantaged, to develop new types of health man-
power, to stimulate the practice of family medicine, and to bring
medical education into closer contact with health-care delivery
needs in medically underserved areas.

Student assistance—in the form of loans and traditional scholar-
ships—will continue to be provided in 1974. An increased emphasis
will be placed on Federal scholarships for health professionals in
return for periods of public service. A program of national health
service scholarships will be funded at a level of $22.5 million. Under
this program—which will pay all tuition, fees, and other educational
expenses, as well as a generous stipend—access to a health professions
education can be assured for more than 2,000 students, some of whom
may be needy or disadvantaged. At the same time, it will insure a
future supply of health manpower sufficient to enable the Federal
Government to discharge its essential health-care responsibilities.

Table J—15. HOSPITAL AND HEALTH FACILITY CONSTRUCTION
(in millions of dollars)

Outlays

Federally supported construction:
Hospitals, new _
Hospitals, modernized and replaced
Long-term care facilities
Environmental health facilities
Ambulatory care facilities
Other facilities

Total, federally supported

Federal hospitals and health facilities:
Hospitals, new
Hospitals, modernized and replaced
Long-term care facilities
Environmental health facilities
Ambulatory care facilities
Other facilities

Total, federal

Total construction 647 687 696

Construction of health care facilities.—Federal programs for
the construction of health care facilities include the support of both
community health care facilities to serve the general public and
facilities operated by Federal agencies for special beneficiary groups.
In 1974, Federal outlays for the construction of health care facilities,
including environmental health facilities, are estimated at $696
million (see table J-15).

510-700 O - 73 - 10

1972

64
121
30
157
59
24

456

30
108
3
36
4
10

191

1973

48
65
31
152
96
26

417

38
153
3
57
3
16

270

1974

56
58
30
147
71
20

381

65
138
6
69
6
33

315

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1974



146 THE BUDGET FOR FISCAL YEAR 1.9 74

Construction or modernization of the Federal Government's own
hospitals and other facilities for the direct delivery of care—primarily
those of the VA, DOD, and HEW—will involve expenditure of an
estimated $315 million in 1974.

The Nation currently is experiencing an overall oversupply of
hospital beds, and the occupancy rate in the Nation's hospitals has
been declining since 1969. Today the national average occupancy rate
in community hospitals is down to about 73%. In some areas—
particularly nonmetropolitan areas in the Midwest and the West—
the average occupancy rate is below 70%. This can be attributed to
changes in treatment practices and an emphasis on ambulatory care,
as well as to over-building in certain areas.

The primary Federal program supporting the construction of
community health care facilities—the Hill-Burton program in HEW—
has met the essential objectives for which it was originally established;
accordingly, it will not be continued in 1974. From 1947 to 1971, it
assisted in over 10,000 medical facility construction projects totaling
approximately $12.8 billion, of which just over $3.7 billion or 29%
were Federal Hill-Burton funds. Hill-Burton expenditures—as a per-
centage of total national expenditures for construction of health care
facilities—have declined over the past decade. In 1972, Hill-Burton
expenditures represented only about 5% of the total national medical
facility construction expenditures, compared to 13% in 1963. Other
Federal programs—such as the Federal Housing Administration and
Small Business Administration loan guarantee programs—will con-
tinue to be available to assist in construction of health facilities.

Hili-Burton Expenditures Relative to Total Medical Facility Construction j .J-16
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$3,000
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Other Federal agencies, however, will continue in 1974 to assist in
the construction of community health facilities. The Department of
Housing and Urban Development, for example, provides mortgage
insurance for construction of hospitals, nursing homes, and group
practice facilities. The volume of mortgage insurance commitments in
1974 by HUD is estimated to be $313 million.

Organization and delivery of health services.—In 1974, the
Federal Government will engage in research focused on improve-
ments in the health care delivery system. The principal activities
will involve the continuing support for health services research,
comprehensive health planning activities at the State and local
level, and a selected group of demonstration activities. Outlays for
these purposes are estimated at $659 million in 1974.

In comprehensive health planning, the number of planning agencies
receiving Federal support is estimated to be approximately 300 in 1974,
compared to 254 in 1972.

In summary, the primary Federal health care delivery demonstra-
tion activities include:

• Contracts to demonstrate the potential benefits of comprehensive
emergency medical services (EMS) systems, and the provision of
limited technical assistance and exchange of information at the
national level.

• An estimated 223 health professionals in the National Health
Service Corps who will be located in more than 113 medically
underserved areas to demonstrate the ability of those com-
munities to support necessary health personnel.

• A program of technical and financial assistance for the planning,
development, and initial operations of systems to deliver com-
prehensive medical services on a prepaid basis.

FINANCING AND PROVIDING HOSPITAL AND MEDICAL SERVICES

Programs to finance or provide hospital and medical services include
Medicare and Medicaid, which account for 72% of outlays for these
purposes, as well as directly administered Federal programs for
health services for certain Federal beneficiaries administered by
the Department of Defense, the Veterans Administration, and HEW.
Table J-17 shows Federal expenditures for financing and providing
hospital and medical services.
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Table J—17. FEDERAL FINANCING AND PROVISION OF HEALTH
SERVICES (dollars in millions)

Outlays Patients treated (thousands)

1972 1973 1974 1972 1973 1974

1.889
173
33

66.831

1.963
176
33

68.051

1.952
179
32

69,878

8,744
1,110
945

9,358
119

1,041

10,808
127

1,137

Provision of direct Federal hospital and
medical services:

General hospital inpatients $2,421 $2.654 $2,567
Psychiatric hospital inpatients 464 471 497
Long*term inpatients 114 115 122
Outpatient services 950 1,105 1,188
Other services 77 87 102

Total, direct services 4,026 4,432 4,475

Provision of indirect Federal hospital
and medical services: 1

General hospital inpatients 8,237 8,756 10,976
Psychiatric hospital inpatients 221 214 205
Long-term care inpatients 1,632 1,618 2,013
Physician services—office, home, or

institution 2,818 2,913 3,355 1
Outpatient services 1.041 1.110 1,272 > 45,299 51.387 58,659
Other services 942 926 1,316 J

Total, indirect services 15,413 16,110 19,759

Total, provision of services 19,439 20,542 24,234

1 Detail excludes outlays for Federal Employees Health Benefits.

In 1974, an estimated $24.2 billion will be spent to pay for health
services under Federal health care financing programs and programs
to provide care directly, an increase of $3.7 billion over 1973. Nearly
143 million patients will receive services financed under these pro-
grams in 1974, and increase of 11 million from the 1973 level.

The rapid expansion of Federal health care financing programs in
aggregate and as a percentage of total Federal health expenditures
reflects the rise in costs, changing patterns in the utilization of medical
services, population growth, and changes in benefits and coverage in
recently enacted legislation.

Outlays for health services that the Federal Government provides
directly will be $4,432 million in 1973 and $4,475 million in 1974.

Efforts to control medical cost inflation through economic stabiliza-
tion program authorities will continue in 1974. Emphasis on the quality
and appropriateness of care will also be stressed through the initiation
of a nationwide system of physician-sponsored Professional Standards
Review Organizations (PSRO's) for Medicare and Medicaid benefi-
ciaries.

Medicare.—Medicare is the Federal Government's largest health
activity and will account for 43% of Federal health outlays in 1974.
It includes both hospital insurance (HI) which pays for inpatient care
and subsequent skilled nursing home and home health benefits, and
supplementary medical insurance (SMI) which pays for physicians'
and other outpatient services.

HI is financed largely through social security taxes on earnings,
while SMI is financed by premiums from enrollees (currently $5.80
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per month) and contributions from general tax revenues. Both insur-
ance components are administered primarily through private insurance
companies under contract with the Social Security Administration.
More than 21 million aged persons, comprising over 95% of the
Nation's aged population, will be enrolled in Medicare in 1974. In
addition, recent legislation extended eligibility in 1974 to 1.7 million
social security recipients under age 65 who have been eligible for social
security disability benefits for 2 years and to persons covered by
social security and their families who require treatment for chronic
kidney disease.

Outlays for the Medicare program will reach $12.1 billion in 1974, a
rise of $2.5 billion (26%) over 1973. Most of this increase is due to
expanded coverage and benefits provided by recent legislation, as well
as to rises in costs, increased use of medical services, and to growth of
the aged population.

The bulk of Medicare outlays pay primarily for hospital and physi-
cians7 services, which make up 71% and 21% respectively of benefits
payments. Nearly 86% of benefit payments will be on behalf of the
aged, while 13% will be for services to the disabled, and 1% for those
requiring treatment of chronic kidney disease. The average payment
for HI beneficiaries is estimated to increase from $1,414 in 1973 to
$1,589 in 1974, and the average payment for SMI beneficiaries is esti-
mated to rise from $235 to $244 over this same period.

An intensified utilization review effort will also be undertaken to
strengthen monitoring of quality and appropriateness of care by
participating institutional providers and by the private insurance
companies which administer the program under contract with the
Social Security Administration. Increased facility inspections will be
undertaken to assure maintenance of minimum standards.

The following table displays basic data concerning the Medicare
program coverage, benefits, and administration.

Table J-18. MEDICARE COVERAGE, BENEFITS AND ADMINISTRATION
(in millions)

1971 1972 1973 1974

Hospital insurance (HI):
Persons with protection 20.3 20.6 20.9 22.9
Beneficiaries receiving services 4.5 4.6 4.7 5.4
Benefit payments:

Inpatient hospital services $5,119 $5,881 $6,388 $8,143
Skilled nursing home services $247 $180 $206 $307
Home health services $77 $47 $51 $66
Kidneycare $62

Administrative expenses $149 $166 $205 $290
Claims received 8.3 8.5 8.9 11.2

Supplementary medical insurance (SMI):
Persons with protection 19.8 20.1 20.4 22.5
Beneficiaries receiving services 10.3 10.3 10.4 11.6
Benefit payments:

Physicians* services $1,864 $1,997 $2,125 $2,364
Home health services $32 $22 $28 $39
Outpatient services $106 $179 $220 $283
Kidneycare __ $31
Other $33 $57 $72 $115

Administrative expenses $255 $283 $295 $390
Claims received 57.5 64.1 70.8 92.3
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Legislation is being proposed to redesign the deductible and coin-
surance provisions of both HI and SMI in order to provide stronger
and more equitable incentives for use of appropriate and economical
services and to reduce the financial burdens of lengthy hospitalization.

Medicaid.—Medicaid is a State program that provides medical
services to individuals receiving public assistance. States may also
choose to provide medical services to the medically needy, e.g., those
persons with income slightly above the public assistance level who are
unable to pay all medical expenses. Federal matching assistance ranges
from 50% to 83% of the costs of providing these benefits, depending
upon States' per capita incomes. The States determine the level and
types of medical benefits. Under recently passed legislation States also
determine the cost sharing amounts (enrollment fees, premiums, de-
ductibles) that Medicaid recipients will be required to pay.

In 1974, health care services under Medicaid will be provided to
approximately 27 million welfare recipients and other low-income
persons. The Federal outlays will be $5.2 billion. The following table
depicts Federal outlays and other selected program indicators.

Table J—19. MEDICAID COVERAGE, BENEFITS, AND ADMINISTRATION

1972 1973 1974
actual estimate estimate

Payments to medical vendors (millions) $4,426 $4,090 $4,896
Administrative costs (millions) $175 $211 $340
Percentage of payments to categorically needy 77.4% 77.0% 77. 8%
Recipients of service (millions of persons) 20.6 23.5 27.2

Aged65orover 3.8 4.0 5.2
Blind and disabled 1.8 2.1 2.5
Children under 21 9.4 10.8 12.1
Other adults 5.6 6.6 7.4

Approximately 70% of the Federal Medicaid funds will finance
inpatient and long-term care in 1974. The remaining dollars will
finance outpatient services, as shown in table J-20.

Table J-20. ESTIMATED MEDICAID PAYMENTS, 1974

Service

General and TB hospitals
Mental hospitals
Nursing facilities
Intermediate care facilities
Physicians services
Outpatient drugs
Dental care
Outpatient services (hospital)
Outpatient clinic services
Medicare buy-in (part B)
Laboratory, X-ray
Other

Total $4,896 100

Outlays
(millions)

$1,518
196
959
680
553
293
50

146
99
99
49

254

Percent

31
4

20
14
11
6
1
3
2
2
1
5
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The following table shows the distribution of Federal Medicaid
funds by population and reflects the high utilization among the adult
population of more expensive types of medical services such as
inpatient hospital and long-term care.

Table J—21. DISTRIBUTION OF MEDICAID BENEFIT PAYMENTS AND
POPULATION

Medicaid population groups

Aged 65 or over _
Blind and disabled. _
Children under 21
Other adults

Benefit
payments

39
22
19
20

Population

20
9

46
25

The Social Security Amendments of 1972 will have a significant
impact on Medicaid outlays. As a result of increased utilization
review, cost-sharing and the State option to reduce or eliminate
services, Medicaid outlays will be reduced by $355 million in 1973 and
$714 million in 1974. Services received by the adult categories will
increase as a result of the amendments.

Increased emphasis on the administration of the Medicaid program
at both the Federal and State level will result in savings estimated at
$100 million in 1973 and $175 million in 1974. The savings will
result from expanding eligibility screening, more effective program
and financial review, and the elimination of inappropriate expenditures.

Legislation will be proposed to require Medicaid reimbursement for
services provided in free-standing clinics and to terminate Federal
payments for dental services provided to adults. States may, however,
continue to provide dental services.

Other programs.—In addition to Medicaid and Medicare, the
Federal Government finances or provides medical services for certain
special categories of beneficiaries—such as Armed Forces personnel
and their dependents, veterans, and American Indians. In addition,
the Federal Government provides project grant assistance to finance
comprehensive health benefits for a limited number of communities.
These programs include:

• Federal project grants.—Federal assistance is provided for the
support of existing health projects—maternal and child health,
comprehensive health centers, neighborhood health centers, and
family planning services. Obligations will amount to $354 million
in 1974 for these centers serving more than 2.5 million people.

• Indian health services.—Outlays for Indian health services and
facilities will increase in 1974 to $218 million, a $15 million in-
crease over 1973. These funds provide comprehensive health care,
with an emphasis on ambulatory care as well as sanitation facili-
ties, hospitals and clinics. Indicators of improved health among
Indians since 1960 include a 55% decline in infant mortality,
a 15% decline in the death rate, a 5% increase in average life
expectancy, and a 70% decrease in deaths attributable to tubercu-
losis. In addition, since 1972, the number of outpatient visits
has increased by 10% while the number of inpatient hospital
days has remained constant.
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Table J-22. SELECTED INDICATORS OF INDIAN HEALTH STATUS
(annual rates)

1950 1960 1970

Birthrate (per 1,000 population) 36.2 42.7 32.6
Deathrate (per 1,000 population) 12.9 9.1 7.7
Average life expectancy at birth (years) 60.0 61.7 64.0
Infant mortality rate (deaths under 1 year of age per 1,000 live

births) 185.8 50.3 23.8
Leading causes of death (per 100,000 population):

Heart 148.8 135.5 142.0
Accidents 125.9 155.2 157.1
Influenza and pneumonia 108.0 95.0 38.6
Certain diseases of early infancy 77.3 66.7 29.6
Cancer 60.3 65.2 62.6
Cirrhosis of liver . 7.7 20.7 45.5

Disease incidence (cases diagnosed per 100,000 population):3

Gastroenteritis (2) 2,620 6,060
Pneumonia _ _ 2,160 3,002
Measles 1,114 162
Trachoma 938 617
Otitis media 4,007 10,742
Diphtheria 6 3
Influenza 910 3,424
Polio 7 .4
Tuberculosis 292 157

1 Less Alaska.
2 No data available.
3 Some of the changes in disease incidence result from a general increase in outpatient visits as

well as more accurate reporting.

• Medical care to active and retired military personnel and their
dependents.—In 1974, DOD will operate over 200 hospitals and
other health facilities directly and will contract with community
facilities to provide additional care for its beneficiaries. Outlays
for these services will be $2,792 million in 1974, $408 million
more than in 1973.

• Medical care to veterans.—VA operates 170 hospitals, 103 long-
term care facilities, and 213 outpatient clinics, and also provides
contract care for certain veterans. Expenditures for health serv-
ices to veterans are estimated to be $2,425 million in 1974, an
increase of $313 million over the 1973 level. Outpatient visits in
1974 are expected to rise to almost 14 million with an increase
in the number of patients receiving hospital treatment to 1,039
thousand from 1,012 thousand in 1973.

• Health insurance for Federal employees.—Health benefits are pro-
vided to almost 8.5 million Federal civilian employees and annui-
tants and their dependents under the Federal employees health
benefits programs managed by the Civil Service Commission.
In 1974, Federal payments to finance these programs will increase
by $50 million to $623 million.

Distribution of health care outlays by age groups and eco-
nomic status.—Table J-23 illustrates the distribution of Federal
outlays under the major civilian programs for the financing and direct
provision of hospital and medical services among three major age
groups and between indigent and nonindigent persons. Outlays for
the development of health resources and for prevention and control
of health problems have been excluded from the table since they are
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designed to serve the entire Nation and are not normally distributed
by population group or income.

The largest health care expenditure increase in absolute terms will
be for nonindigent aged persoiis. This reflects the rise in medical care
costs as well as increased Medicare program benefits for the aged. The
largest increase in percentage terms, however, will be for other non-
indigent adults. This increase reflects the enactment of legislation
extending the Medicare benefits to disabled social security beneficiaries
and to persons requiring treatment for chronic kidney disease. Approx-
imately 28% of these health care outlays will cover health care for the
needy in 1974.

Table J-23. ESTIMATED FEDERAL HEALTH CARE OUTLAYS BY
POPULATION AND INCOME GROUPS (in millions of dollars)

Outlays

1972 1973 1974
actual estimate estimate

Total, all recipients 12,076 13,206 15,927

Aged (65 and over) 9,351 10,184 10,958
Other adults (19-64) 2,292 2,601 4,534
Children and youth (0-18) 433 421 435

Indigent persons, total 4,911 4,795 4,528

Aged (65 and over) 2,988 2,697 1,968
Other adults (19-64) 1,537 1,731 2,183
Children and youth (0-18) 387 367 377

Nonindigent persons, total 7,163 8,411 11,399

Aged (65 and over) 6,363 7,487 8,990
Other adults (19-64) 755 870 2,351
Children and youth (0-18) 46 54 58

PREVENTION AND CONTROL OF HEALTH PROBLEMS

Consumer safety, communicable disease control, traffic accident
reduction, occupational safety, environmental health, and foreign
health assistance are some of the areas in which the Federal Govern-
ment supports programs to prevent and control health problems.
Outlays for these activities will increase by 6% to $1,047 million in
1974. Table J-24 shows Federal outlays for the prevention and control
of health problems.

Table J-24. FEDERAL OUTLAYS FOR THE PREVENTION AND CONTROL
OF HEALTH PROBLEMS (in millions of dollars)

Outlays

1972 1973 1974
actual est. est.

Disease prevention and control 405 506 513
Environmental control 148 155 187
Consumer safety 257 328 347

Total, prevention and control 810 988 1,047
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Disease prevention and control.—Disease control includes those
activities supported by a variety of Federal agencies directed toward
the prevention of diseases through research, provision of direct
services and public education. Such activities include immunizations,
laboratory improvement, and control of disease transmission through
border surveillance. In addition to the control of communicable diseases,
emphasis is placed on drug abuse problems, mental illness, crime pre-
vention, and special regional health problems such as black lung
disease.

The Center for Disease Control (CDC) in HEW will focus its efforts
on the control of venereal disease through assistance to States and
localities in the form of technical assistance, drugs, personnel, and
public education.

CDC will also continue its national surveillance of other communi-
cable diseases and its program of laboratory inspections to protect the
public from epidemics while assuring quality control of interstate
laboratories.

Environmental control.—Demonstration environmental health
programs to control lead-based paint poisoning and rodents will con-
tinue within HEW, although the major environmental effort will be
in the Environmental Protection Agency (EPA). EPA maintains a
surveillance of the effects of environmental pollution on the health of
the American people, promulgates environmental standards and
monitors compliance.

Consumer safety.—In 1974, Federal efforts to protect the con-
suming public from impure foods, unsafe and ineffective drugs and
hazardous consumer products will continue to grow with an increase
of $19 million in outlays over 1973.

The Food and Drug Administration (FDA) in HEW will continue
to play a major role in improving the quality and safety of the Nation's
food supply and the safety and effectiveness of drugs for their intended
uses. FDA's responsibilities have been expanded by the transfer of the
Division of Biologies Standards from the National Institutes of Health
to FDA. FDA's new Bureau of Biologies will continue to review the
efficacy of all biologicals and vaccines and will conduct comprehensive
inspections of intrastate blood banks in 1974.

In addition, proposed legislation will authorize FDA to set standards
for and review before marketing, if necessary, the safety and effec-
tiveness of medical devices. Other proposed legislation would require
coding of all drugs to aid in their rapid identification and require full-
ingredient statements on all food labels. The Environmental Protec-
tion Agency (EPA) and FDA will continue the development of the
National Center for Toxicological Research which will perform long-
term studies of the effects of low concentrations of chemicals in the
environment and foods.

The Department of Agriculture's meat and poultry inspection
programs protect the consumer by assuring that all fresh and processed
meat and poultry and their products that are shipped in interstate
and foreign commerce are wholesome and suitable for human con-
sumption. Increases are proposed for inspection of additional plants
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and assumption of intrastate inspection responsibilities from States
unable to maintain an inspection system of at least equal quality to
the Federal system.

The Consumer Product Safety Commission, established by the
Consumer Product Safety Act, will be operational in 1974. The
Commission will conduct investigations and research and collect
and disseminate information in order to protect the consumer from
hazardous consumer products and to inform the public about the
safe use of those products which are potentially hazardous if im-
properly handled.

Accidents and occupational safety.—In 1971 there were 115,000
deaths resulting from accidents—the leading cause of death for per-
sons between the ages 1 and 37. In addition, 11.2 million people were
disabled as a result of accidents.

The number of traffic accidents resulting in death was 54,700 in
1971, a decline for the second year despite increasing numbers of
vehicles, drivers, and miles driven. Since half of the accidents involved
drivers or pedestrians under the influence of alcohol, special program
emphasis has been placed on treating alcoholism in 1974. Other
highway safety programs involve hazard removal, use of international
signs and automaking regulation. Federal outlays for prevention of
traffic accidents are estimated to be $190 million in 1974.

To combat hazards encountered in the work place, increased em-
phasis will be placed on developing criteria for occupational safety
and health standards to be used by the Department of Labor.

Foreign health assistance.—In 1974, the United States will provide
over $186 million for disease prevention and control assistance in other
nations. Efforts to accomplish this are undertaken by the Agency for
International Development (AID), the Peace Corps, and international
agencies to which the United States contributes financially, such as
the World Health Organization and the Pan American Health
Organization.

SPECIAL IMPACT PROGRAMS

Special impact programs are Federal programs which have been
designed and targeted to health problems that are sufficiently unique
to warrant special attention. These programs include drug abuse
activities, the provision of family planning services, venereal disease
prevention activities, and nursing home improvement efforts.

Drug abuse.—In response to, the growing national drug abuse
problem, the Special Action Office for Drug Abuse Prevention was
established. The Special Action Office coordinates and directs the
Federal efforts in treatment, rehabilitation, education, and research
relating to controlling the demand for drugs. In addition, the Office
will provide in 1974 an estimated $60 million for special treatment
activities and research. Outpatient services for narcotic addicts will
be stressed.

Obligations for drug abuse prevention activities will be $528 million
in 1974. Special Analysis R, Federal Programs for the Control oj Drug
Abuse, discusses these programs and drug abuse law enforcement efforts
in detail.
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Family planning.—As table J-25 indicates, obligations for family
planning activities, conducted under seveial Federal programs, are
estimated at $234 million in 1974. Family planning services are
funded primarily through the National Center for Family Planning
Services, Medicaid, and the maternal and child health program in
HEW. Kecently enacted legislation will expand family planning
services provided through Medicaid by increasing the Federal match-
ing level to 90%. Efforts will be concentrated on providing services to
low income persons.

Family planning research activities are supported by NIH and
AID. Obligations for this research will increase from $52 million in
1973 to $56 million in 1974.

Table J-25. FAMILY PLANNING SERVICES AND RESEARCH
(dollars in millions)

Obligations

1972 1973 1974
actual estimate estimate

Research $53 $52 $56

Department of Health, Education, and Welfare $47 $46 $49
Department of State: Agency for International Develop-

ment $6 $6 $7

Services $144 $163 $178

Department of Health, Education, and Welfare $142 $161 $176

Department of Defense $2 $2 $2

Family planning programs, total $197 $215 $234

Number of people served, total 2,822,946 3,066,718 3,275,253

Number of males served 37,730 41,743 47,614
Number of females served 2,787,216 3,024,975 3,227,639
Number of operating centers, total 2,888 2,970 3,060

Number of rural centers 657 634 607
Number of urban centers 2,231 2,336 2,453
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Venereal disease.—Gonorrhea is the second most widespread con-
tagious disease in the Nation and the incidence of syphilis is steadily
rising. Federal programs targeted at these problems include research
to find better diagnostic and treatment methods, surveillance of disease
occurrence, case-finding and treatment. In 1974, Federal research on
venereal disease is estimated to be $1.2 million in obligations while
obligatons for diagnosis, case-finding, and treatment activities are
estimated to be more than $30 million.

Nursing home improvement.—The major Administration effort
to upgrade the Nation's nursing homes and extended care facilities
receiving Federal funds initiated in 1972 will be continued in 1974.
Outlays of approximately $12 million are anticipated in 1974.

In 1973 the initial effort to survey approximately 7,000 homes
providing services under the Medicaid and Medicare programs was
completed. As a result of these surveys approximately 8% of the homes
were officially decertified or voluntarily withdrew from the programs.
In addition to the continued survey of long-term care facilities, inter-
mediate care facilities under the Medicaid program will also be
surveyed in 1974.

All of the 1,800 currently identified State surveyors will have re-
ceived formal surveyor training by December 1973. Approximately
20,000 nursing home employees will receive short-term training in
1974.

A major thrust in 1973 and 1974 will be the initiation of studies to
assess quality of care, alternatives to long-term care, and data collec-
tion and analysis. This effort will provide the necessary background
for a review of the Administration's policies and procedures concerning
long-term care.

EXPENDITURES FOR HEALTH ACTIVITIES BY AGENCY

The following tables distribute the health-related outlays of Federal
agencies by the categories used in this analysis. Except for HEW and
parts of the Civil Service Commission, health-related outlays of all
other agencies are, because of their major purpose, assigned to func-
tions other than health (650) in part 4 of the Budget Document. The
tables, therefore, indicate the predominant budget functional code for
each agency. Other special analyses such as those on research and
development, education, and manpower also include all Federal out-
lays in their areas. They will thus include, where pertinent, the same
outlays that are tabulated in this analysis.
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Func-
tional
code

Health
research

Training
and

education
Construc-

tion

Organiza-
tion and
delivery

Table J-26. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1972
(in millions of dollars)

Direct Indirect Preven-
Federal Federal tion and Agency
hospital hospital control Total percent

and and of health of
medical medical problems total

Department of Health, Education, and Welfare:
Food and Drug Administration 650 20 1 * ___ 84 105 0.4
Health Services and Mental Health Administration... 650 149 188 274 400 186 624 248 2,067 8.6
National Institutes of Health 650 1,090 458 174 23 ._ _ 6 1,752 7.2
Office of Education 650 17 _. 10 27 .1
Social and Rehabilitation Service 650/700 17 9 14 2 4,621 32 4,696 19.5
Social Security Administration 650 __ _ 8,819 8,819 36.7
Other 650 10 4 12 26 .1

Subtotal, HEW 1,276 683 466 425 186 14,077 380 17,493 72.8

Executive Office of the President 903 . „ 1 1
Funds appropriated to the President 507/152 5 9 22 6 6 87 134 .5
Department of Agriculture 350 49 * 190 238 .9
Department of Commerce 507 4 2 1 -_ _ 6 ___
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Department of Defense _ 051 126 123 100 * 1,842 542 10 2,743 11.4
Department of the Interior 910 31 * 7 6 1 45 .1
Department of Justice 908 4 15 10 11 40 .1
Department of Labor 607/609 * 156 3 52 210 .8
Department of State 150 5 * 9 * 1 23 38 .1
Atomic Energy Commission 058 98 * * 27 125 .5
Environmental Protection Agency 404 2 3 1 6
Department of Transportation 503 24 2 1 8 7 24 64 .2
Department of Housing and Urban Development 551 __ 155 57 213 .8
National Aeronautics and Space Administration 250 60 * 3 __ _ 63 .2
Veterans Administration 804 66 124 107 16 1,973 139 2,425 10.1
Civil Service Commission. , 906 * 110 110 .4
National Science Foundation 606 33 4 _ __ _ 37 .1
Other agencies... 2 3 * * 2 8 .5
Agency contributions to employee health funds 522 522 2.4

Total outlays for health, 1972 .._ 1,776 1,110 867 528 4,026 15,413 810 24,531 100.0

-Less than $500,000.
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Table J-27. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1973
(in millions of dollars)

Func-
tional
code

Health

33
144

1,175

20

1,371

50
4

and

1
183
643

17
11

10

865

Construc-
tion

3
239
153

17

14

425

*
4

tion and
delivery

515
32

3

1

550

*

Direct

hospital
and

medical

210

1

211

Indirect

hospital
and

medical

634

4,313
9,573

13

14,532

Preven-

control
of health
problems

119
280

6
17
50

472

220

Total

156
2,205
2,008

34
4,415
9,573

38

18,427

270
8

Agency
percent

of
total

0.6
8.5
7.7
.1

17.0
36.9

.1

71.1

1.0

Department of Health, Education, and Welfare: 650
Food and Drug Administration 650
Health Services and Mental Health Administration— 650
National Institutes of Health 650
Office of Education 650
Social and Rehabilitation Service 650/700
Social Security Administration 650
Other 650

Subtotal, HEW

Department of Agriculture 350
Department of Commerce 507
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Department of Defense
Department of the Interior _ _ __
Department of Justice _ _ _ __ __
Department of Labor __ _
Department of State
Atomic Energy Commission
Environmental Protection Agency _
Department of Transportation _ ____
Department of Housing and Urban Development. _ _
National Aeronautics and Space Administration
Veterans Administration
Civil Service Commission
National Science Foundation _ _
Other agencies - _
Agency contributions to employee health funds

Total outlays for health, 1973

"Less than $500,000.

051
910
908

607/609
150
058
404
503
551
250
804
906
606

152
34

1

104
5

43

105
71

35
22

1,997

142
*

188
6
*
5 _
2

155

5
10

1,379

161
9
2

*
1

*
150

1
115

24

891

1

3
11

8
67
3

19
*

7

670

1.985

18

*

7

2,206

5

4,432

650
7

14

1

171
138

24
573 _.

16,110

13
1

20
40
23
39
4

38

119

988

3.104
51
54

231
41

144
14
97

217
109

2,738
138
40

211
573

26,466

11.9
.1
.2
.8
.1
.5

.3

.8

.4
10.5

.5

.1

.7
1.5

100.0
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Table J-28. FEDERAL OUTLAYS FOR MEDICAL AND HEALTH-RELATED ACTIVITIES BY AGENCY, 1974
(in millions of dollars)

Direct Indirect Preven-
Func- Training Organiza- Federal Federal tion and Agency
tional Health and Construe- tion and hospital hospital control Total percent
code research education tion delivery and and of health of

medical medical problems total

Department of Health, Education, and Welfare:
Food and Drug Administration 650 33 1 4 126 163 0.5
Health Services and Mental Health Administration— 650 141 164 228 501 181 70 256 2,171 7.2
National Institutes of Health 650 1,295 607 182 28 16 2,128 7.0
Office of Education 650 15 15
Social and Rehabilitation Service 650/700 17 8 11 3 1 5,201 48 5,289 17.4
Social Security Administration 650 12,0% 12,096 39.9
Other 650 12 11 14 37 .1

Subtotal, HEW 1,486 792 436 532 182 18,011 460 21,900 73.7

Department of Agriculture 350 48 1 221 270 .9
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Department of Commerce 507 5 3
Department of Defense 051 152 173 211
Department of the Interior 910 29 * 5
Department of Justice 908 3
Department of Labor 607/609 134
Department of State 150 7 *
Atomic Energy Commission 058 113 * 2
Environmental Protection Agency 404 6 5
Department of Transportation 503 56 2
Department of Housing and Urban Development 551 150
National Aeronautics and Space Administration 250 117 1
Veterans Administration 804 75 164 104
Civil Service Commission 906
National Science Foundation . 606 38 6
Other agencies 22 11 27 6 6 24 159
Agency contributions to employee health funds 623

2

2 .
14

9
69 .
2
21
*

2,022

20

*

7

2,239

770
9
10

1

186 _
125 __

14
1

22
54
23
54
6
31

3,345
44
55
190
45
169
17
105
219
120

2,789
126
44
255
623

11.0
.1
.2
.7
.1
.6

.3

.7

.4
9.2
.4
.1
.8
2.1

Total outlays for health, 1974 2,147 1,293 943 659 4,475 19,759 1,047 30,323 100

•Less than $500,000.
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