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National Medical Care Utilization
and Expenditure Survey

The National Medical Care Utilization and Expenditure
Survey (NMCUES) is a unique source of detailed national
estimates on the utilization of and expenditures for various
types of medical care. NMCUES is designed to be directly
responsive to the continuing need for statistical information
on health care expenditures associated with health services
utilization for the entire U.S. population.

NMCUES will produce comparabie estimates- over time
for evaluation of the impact of legislation and programs
on health status, costs, utilization, and illness-related behavior
in the medical care delivery system. In addition to national
estimates for the civilian noninstitutionalized population, it
will also provide separate estimates for the Medicaid-eligible
populations in four States.

The first cycle of NMCUES, which covers calendar year
1980, was designed and conducted as a collaborative effort
between the National Center for Health Statistics, Public
Health Service, and the Office of Research and Demonstra-
tions, Health Care Financing Administration. Data were ob-
tained from three survey components. The first was a national
household survey and the second was a survey of Medicaid
enrollees in four States (California, Michigan, Texas, and
New York). Both of these components involved five interviews
over a period of 15 months to obtain information on medical

care utilization and expenditures and other health-related infor-
mation. The third component was an administrative records
survey that verified the eligibility status of respondents for
the Medicare and Medicaid programs and supplemented the
household data with claims data for the Medicare and Medicaid
populations.

Data collection was accomplished by Research Triangle
Institute, Research Triangle Park, N.C., and its subcontrac-
tors, the National Opinion Research Center of the University
of Chicago, Ill., and SysteMetrics, Inc., Berkeley, Calif.,
under Contract No. 233-79-2032.

Co-Project Officers for the Survey were Robert R.
Fuchsberg of the National Center for Health Statistics (NCHS)
and Allen Dobson of the Health Care Financing Administration
(HCFA). Robert A. Wright of NCHS and Larry Corder of
HCFA also had major responsibilities. Daniel G. Horvitz
of Research Triangle Institute was the Project Director primar-
ily responsible for data collection, along with Associate Project
Directors Esther Fleishman of the National Opinion Research
Center, Robert H. Thornton of Research Triangle Institute,
and James S. Lubalin of SysteMetrics, Inc. Barbara Moser
of Research Triangle Institute was the Project Director primar-
ily responsible for data processing.

For sale by the Superintendent of Documents, U.S. Government Printing Office
Washington, D.C. 20402
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Family Out-of-Pocket
Expenditures For
Health Care:

United States, 1980

By Jonathan H. Sunshine, Ph.D.,
Applied Management Sciences, Inc.
and Marvin Dicker, Ph.D.,

National Center for Health Statistics

Executive Summary

Information on out-of-pocket health care expendi-
tures for families in 1980 is presented in this report.
The data discussed here were gathered through the na-
tional houselold sample of the National Medical Care
Utilization and Expenditure Survey (NMCUES). Infor-
mation for the year 1980 was collected on health prob-
lems, health care received, expenditures for care, health
insurance, and related topics from approximately 6,800
families in the U.S. civilian, noninstitutionalized popula-
tion. All individuals who are in institutions or in the
military are excluded from this analysis as are all families
with military heads of family, even if they have civilian
members.

For this report, a family was initially defined as:
two or more persons living together who were related
either by blood, marriage, adoption, or a formal foster
care relationship; or as a single person living outside
such relationships. Because these data were collected
throughout an entire year, the important concept of “lon-
gitudinal family” was developed. This concept was nec-
essary to deal with the fact that the composition of
a family could change over time, and that families could
come into existence and go out of existence over time.
As the data are based on this dynamic concept of families,
all measures of health care expenditures are calculated
in terms of annual rates.

Family data are important for understanding the
health care system because decisions to seek and use
health care are usually family decisions, health care

NOTE: The authors are grateful for the support received during all stages
of the preparation of this report from our colleagues at both the National
Center for Health Statistics and Applied Management Sciences, Inc. At the
National Center for Health Statistics, Gretchen K. Jones did special and
innovative programming, Robert J. Casady consulted and advised on difficult
problems of weighting and estimation, and Rolf Larson and Margot Brown
were exceptionally helpful as table editors and text consultants. Robert A.
Wright and Mary Grace Kovar also made important contributions to this
report.

At Applied Management Sciences, Inc., Alfred J. Meltzer and Colleen
Goodman provided executive management, skillfully making the firm’s re-
sources available to meet the changing needs of the project. Alan Cohen
provided a unique combination of programming skills and statistical knowledge
as the staff member principally responsible for data processing. Dr. Robert
Clickner acted as statistical consultant for most of the project, and Jan Edelmon
served as research assistant for most of the project. Celestine Darby gave
yeoman service in word processing, including the demanding work of table
preparation.

is usually paid for out of family resources, and family
distributions for health-related variables differ from the
distributions found for individuals.

General Findings

The mean amount paid out of pocket in 1980 by
all U.S. multiple-person families for all health care serv-
ices examined in NMCUES was $575 per family. (The
term “multiple-person families™ refers to families with
an average size of 1.5 persons or more during the survey
year.) Major components of the $575 total, and the
mean out-of-pocket expenditure per family for each serv-
ice, include: dental care, $159; ambulatory physician
care, $126; inpatient hospital care, $79; and prescription
medications, $68. It should be noted that NMCUES
did not include information on long-term care, and that
out-of-pocket expenditures for health insurance pre-
miums are also not discussed in this report or included
in the calculations. If multiple-person families that did
not use any health care services (1.2 percent of all multi-
ple-person families) are removed from the analysis, the
mean out-of-pocket amount spent per care-using family
in 1980 was $582. The median, however, was lower—
$350 per care-using family—an indication that 50 percent
of all care-using multiple-person families had out-of-
pocket expenditures that fell below this amount.
Nevertheless, at the high end of the distribution of out-of-
pocket expenditures, 10 percent of all care-using multi-
ple-person families had out-of-pocket expenditures for
health care of $1,310 or more.

The mean out-of-pocket expenditure in 1980 by all
U.S. one-person families for the health care services
examined in NMCUES was estimated to have been $287
per family. (“One-person families” refer to families with
an average size of less than 1.5 persons during the
survey year.) When one-person families that did not
use health care services (9.6 percent of all one-person
families) were removed from the analysis, the mean
expenditure per care-using family was estimated to have
been $317.

Data on both multiple-person families and one-person
families are presented in this report. In the remainder



of this section, however, only findings for multiple-
person families will be addressed as it is multiple-
person families that are usually referred to in discussions
of families by both the general public and professional
social scientists.

Out-of-Pocket Expenditure and Total
Expenditure

Although the tables in this report do not contain
information on total health care expenditures, a better
understanding of the role of out-of-pocket expenditures
among family health care expenditures is gained by a
comparison with total expenditures. (The data on total
health care expenditures is from Sunshine and Dicker,
1987).

Whereas the mean out-of-pocket health care expendi-
ture per family for all multiple-person families using
any form of health care was $582, for total health care
expenditure it was $2,111. This was more than three
and a half times the out-of-pocket amount.

Not only did the means for out-of-pocket health
care expenditures and total health care expenditures for
all care-using families differ by a large amount when

expenditure for all health care was examined, but when
* family socioeconomic, demographic, and health status
characteristics were independently examined, the differ-
ences by these characteristics in mean expenditures for
all health care never exceeded $550 in out-of-pocket
expenditures compared with more than $4,000 for total
expenditures.

Therefore, by comparison with total health care ex-
penditures for all health care, out-of-pocket health care
expenditures for all health care tend to be small and
not to vary a great deal by family characteristics. In
all likelihood, this lessening and smoothing of health
care expenditures found for out-of-pocket expenditures
as compared with total expenditures is the result of the
combined effect on family health expenditures of the
availability in the U.S. of private health insurance and
public health care programs.

Out-of-Pocket Expenditure and Family
Characteristics

Turning from statistics on the out-of-pocket expendi-
tures of all U.S. families to statistics on different types
of families defined by socioeconomic, demographic, and
health status characteristics, the overall finding is that
in 1980 there was great variation in both the strength
and direction of the association found among family
type, type of health service used, and out-of-pocket ex-
penditures. For example, among care-using multiple-
person families with no member 65 years and over,
mean out-of-pocket expenditures for most types of health
care were generally higher in 1980, the poorer the health

status rating of a family. However, the reverse pattern
was found for dental care. The poorer the health status
rating of a family, the lower were the expenditures.

If family age (measured by the presence or absence
of a family member 65 years and over) and other family
characteristics are examined simultaneously, interesting
patterns also emerge. For example, when care-using mul-
tiple-person families were classified simultaneously by
family age and family health status, it was found that
significant differences in mean out-of-pocket health care
expenditures were associated with differences in health
status. However, no significant differences in mean ex-
penditures were associated with age differences. This
finding indicates that differences in health status, not
age, underlie the differences in out-of-pocket health care
expenditures that occur when families are classified
solely by age.

Extremely High Out-of-Pocket Expenditures

The following family categories listed as having ex-
tremely high out-of-pocket expenditures are those for
which the 90th percentile of family out-of-pocket spend-
ing by care-using multiple-person families was highest
in 1980. (Categories for which the sample size was
too small—fewer than S0 care-using families—are not
included.) The expenditure given for each category is
among the highest 10 percent of families with expendi-
tures using the particular service.

e For all health care combined, the 1980 out-of-pocket
spending by care-using multiple-person families was
extremely high for the following: families whose
members spent more than 20 days in bed ($2,136
or more in expenditures); families with a member
rated as being in poor health ($1,797 or more in
expenditures); and families with an unstable head-
and-spouse  structure ($1,745 or more in
expenditures).

» For inpatient hospital care, the 1980 out-of-pocket
spending by care-using multiple-person families was
extremely high for the following: families with some
members completely lacking health care coverage
(expenditures of $1,549 or more); families with an
unstable head-and-spouse structure ($1,292 or more
in expenditures); and families with income of 150
to 199 percent of the poverty level ($1,280 or more
in expenditures).

For inpatient physician care, the 1980 out-of-pocket
spending by care-using multiple-person families was
extremely high for the following: families with some
members completely lacking health care covevage
(expenditures of $755 or more); families with a head,
but no spouse or child ($747 or more in expenditures);
and families with a member rated as being in poor
health ($715 or more in expenditures).



For ambulatory physician care, the 1980 out-of-
pocket spending by care-using multiple-person
families was extremely high for the following:
families whose members in total spent more than
20 days in bed (expenditures of $386 or more);
families whose head had a college degree or more
education ($377 or more in expenditures); and
families with income of $35,000 or more (also $377
or more in expenditures).

For hospital outpatient and emergency room care,
the 1980 out-of-pocket spending by care-using multi-
ple-person families was extremely high for the fol-
lowing: families with some members completely
lacking health care coverage (expenditures of $343
or more); families with a member rated as being
in poor health ($264 or more in expenditures); and
families*with an unstable head-and-spouse structure
($259 or more in expenditures).

For dental care, the 1980 out-of-pocket spending
by care-using multiple-person families was extremely
high for the following: families with an income of
$35,000 or more (expenditures of $849 or more);
families with five or more members ($779 or more
in expenditures); and families with a head of “other”
(neither black nor white) race ($772 or more in
expenditures).

For prescription medicines, the 1980 out-of-pocket
spending by care-using multiple-person families was
extremely high for the following: families with a
member rated as being in poor health (expenditures
of $386 or more); families with a member who could
not perform his or her usual major activity ($367
or more in expenditures); and families with all mem-
bers having full year health care coverage and the
family’s coverage coming from Medicare and from
private insurance ($347 or more in expenditures).



Introduction

This is the second in a series of descriptive reports
dealing with families’ use of and expenses for health
care in the United States during 1980. Data are pre-
sented on family out-of-pocket expenditures for seven
major types of health care: inpatient hospital care, in-
patient physician care, ambulatory physician care, hos-
pital outpatient and emergency room care, dental care,
prescription medicines, and all health care combined.
The last category, all health care combined, includes
the other six listed types of care plus: care by other in-
dependent health practitioners (such as psychologists);
and the use of other health supplies (such as eyeglasses
and orthopedic items). Additional types of health care,
such as long-term care, were not surveyed or are not
discussed in this report. In other descriptive reports
from this series, data will be presented on families’
use of and total expenditures for health care.

" The data in this report are from the National Medi-
cal Care Utilization and Expenditure Survey
(NMCUES). In NMCUES, information was collected
during 1980 from a sample of the U.S. civilian nonin-
stitutionalized population on health problems, health
care received, expenditures for care, health insurance,
and related topics. NMCUES included both a national
household sample, which encompassed approximately
6,800 families, and four State Medicaid samples. All
information in this report is based on the national
household sample. Detailed technical information on
the sample, and on estimation and measurement proce-
dures can be found in Appendixes I and II.

NMCUES differs from most surveys of health in
that it was a panel (or longitudinal) survey. Altogether,
either four or five interviews, approximately 3 months
apart, were conducted with each family in the sample
from early 1980 to early 1981. In each interview, in-
formation on all family members was gathered, usually
from a single family respondent.

Definition of the Family

Because NMCUES is a longitudinal survey that
covers an entire year, the important concept of “longitu-
dinal family” was developed to deal with the facts that
the composition of a family can change over time, and
that families come into and go out of existence over
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time. The concept of longitudinal family used in this
report is presented in detail in Appendix I. Simplified,
itis as follows:

At a point in time, a family is defined as a group
of persons sharing a common housing unit and related
by blood, marriage, adoption, or a formal foster care
relationship. An unmarried student 17-22 years of age
who lives away from home is also considered part of
a family.

When an initially sampled family had a change in
membership during 1980, the prechange and postchange
groups were considered the same family if and only
if the “majority” of members of the prechange group
became members of the postchange group, and the
“majority” of members of the postchange group had
previously been members of the prechange group. For
the purpose of counting a “majority,” persons moving
into or out of the sample universe—namely, the universe
of civilian noninstitutionalized persons residing in the
United States—were omitted from the count. For exam-
ple, persons born, dying, or moving into or out of institu-
tions, and those in the military were omitted from the
count.

Only those families with civilian heads are included
in this report. Data on families with military heads,
even though they may have had civilian members, were
omitted. Complete data were not collected on the health
care expenditures of the military head-of-family, and
inclusion of these families would have led to other
anomalies as well. This omission eliminates approxi-
mately 0.7 percent of families in the NMCUES sample.

Purpose of Report

This report supplements the more familiar reports
published by the National Center for Health Statistics
on individuals’ expenditures for health care. It is pub-
lished under the assumption that an examination of the
U.S. health system from the perspective of the family
will add to our understanding of that system. There
are several reasons why focusing on families can improve
our understanding of the U.S. health care system.

First, the family is the social unit that consumes
and pays for health care. Decisions to seek and use
health care (except in certain emergencies) are usually



family decisions. They involve family decisionmaking
processes and the allocation of family resources.

Second, focusing on families eliminates the
covariance problems that arise when several members
of the same family are treated as independent actors
but, in fact, are responding to a common stimulus.
Covariance problems arise when, as in NMCUES and
most other surveys of persons, the basic sampling unit
is the household, not the individual, and all household
members are included in the survey. The behavior and
experience of household members, and also of family
members, are often not independent of each other or
of the environmental conditions and social situations
within which the household or family exists. For exam-
ple, similar behavior by a number of individuals below
the poverty level may not reflect several independent
acts, but rather the response of a single family to its
economic situation. Also, family members may" have
similar propensities for disease conditions.

Third, the distribution of health-related phenomena
among families may be quite different from the distribu-
tion of these phenomena among individuals. For exam-
ple, during the first 6 months of 1980, 33 percent of
all families had at least some public health insurance

coverage, compared with only 21 percent of all individu-
als (Dicker, 1983a, Table 1).

Fourth, families are often heterogeneous in nature;
that is, they tend to contain different types of individuals
(typically males and females, old and young). As a
result, differences in behavior and experience at the
individual level may cancel each other out both as deter-
minants of decisionmaking, and in statistical distributions
at the family level. For example, almost all families
with two members or more have both male and female
members. (In NMCUES, only 2 percent of all multiple-
person families did not include members of both sexes.)
Therefore, the well-documented finding that females gen-
erally use more health care and have higher health care
expenditures than males (Feldstein, 1983, p. 3) is less
relevant for assessing the burden of illness on the family
than for assessing the burden on individuals.

To summarize, the heterogeneity or homogeneity
of family membership, the associated canceling out or
clustering of statistical effects, and the fact that the
family rather than the individual is the unit of health
care decisionmaking and payment may have conse-
quences for the U.S. health system that cannot be under-
stood from the study of individuals.



Analytical Procedures

Strategy

A longitudinal panel survey like NMCUES, in
which the same subjects are interviewed more than
once, has at least two advantages over a cross-
sectional survey or a conventional time-series survey in
which subjects are not reinterviewed. First, because of
repeated interviews, a relatively more accurate count
of health events can be acquired. For example, a panel
survey can provide an accurate count of both incidence
and prevalence; something a cross-sectional survey
cannot do. Second, through a panel survey, change
can be measured both in the unit of analysis (in this
case, the family), and in the health events associated
with this unit. Thus, changes in health events can be
associated with changes in the unit of analysis.

Two general strategies can be used to conduct
analyses of this type of data. One involves change-
over-time research designs. In these designs, measure-
ments of the unit of analysis are taken at different
points in time and then compared with one another.
(See Campbell and Julian, 1980.) Another strategy is
to treat the data as referencing an extended point esti-
mate (in this case, the year 1980). In this design, re-
peated measurements are aggregated or combined to
give a single total measurement that characterizes the
time period in question. (See Dicker, 1983b). The total
measurement is a summary of the overall health ex-
perience of a family and the overall experience of its
members during a time period. As a result, single
summary measures incorporate the time-related change
experience of a family. This second approach is the
one followed in this report.

Quantitative measures of families are reported here
as. average values for families during the time they were
eligible for the survey. For example, family size was
measured as the average number of family members
during the period the family was eligible for the survey.
This measure thus takes into account variability in family
size over time. Qualitative measures of families used
in the report include a category for families that changed,
as well as categories for families in which there was
no change. For example, the measure of family head-
spouse structure includes a category for families that
changed their head-spouse structure during their period
of survey eligibility (labeled “other” in the tables), as

well as a category for head-and-spouse families and
a category for head-only families. This set of categories
again takes into account variability over time.

Standardization for Part-Year Families

One problem with analyzing data from a longitudinal
survey is that some families enter and leave the survey
universe during the time covered by the survey. This
has two consequences. First, the number of different
families in the longitudinal universe is larger than the
number of families that would be found in a cross-
sectional survey. Second, a fair number of families (about
12 percent in NMCUES) did not exist for the full survey
year (Dicker and Casady, 1984).

If each family that ever existed during the year were
treated equally as one unit, the count of families, which
would be equal to the gross total number of distinct
families that ever existed during the year, would be
larger than the average number of families that existed
at a single point in time (the average cross-sectional
estimate). Also, if each family that ever existed during
the year were treated as one unit, measures of the health
behavior of families would not be comparable, for some
counts of family behavior would be for a whole year
and some for less than a whole year.

Consequently, the following standardizing proce-
dures were chosen. The population of families was time
adjusted so that, for example, half-year families counted
as only one-half of a unit. Therefore, in this report
the total number of families in any category represents
the total number of family years for that category. (Alter-
natively, this can be considered the average daily number
of families in that category during the year 1980.)
Moreover, the counts for any health behavior event were
adjusted to represent annual rates for that event. For
example, a family in the survey for one-half of the
year with $30 spent out of pocket on physician ambula-
tory care is represented as one-half of a family year
unit with out-of-pocket spending on physician ambula-
tory care at an annual rate of $60 per year. Because
these concepts are awkward to use in writing, families
will be generally discussed in the following text as if
they represented one unit each, and the expenditures
will be discussed as if they were actual expenditures



rather than rates. It should be noted, however, that the
term, “family,” as used in the text, means family years
and that all health expenditures are rates per family
year.

This standardizing scheme readily allows for the
calculation of estimates of total out-of-pocket expendi-
tures for a family category in 1980. The mean expenditure
per family year multiplied by the total number of family
years for the category gives the estimated actual out-of-
pocket expenditures for that family category during the
year. For example, black multiple-person families had
a mean annual rate of out-of-pocket expenditures for
inpatient hospital care of $106 per family year (Ta-
ble 1). This rate, multiplied by the number of family
years for the category ($106 X 6,090,000), gives an esti-
mate of approximately $645.5 million spent out of pocket
in 1980 for inpatient hospital care by the population
of black multiple-person families that ever existed in
1980. (For more details on the weighting procedures,
see Appendix I.)

Sampling Error

Because the statistics shown in this report are based
on a sample of families rather than on information from
all families, they are subject to sampling error. The
standard error is a statistic that measures such errors.
Standard errors for mean out-of-pocket expenditures and
for percents of families with use of care are reported
in Tables I to XXX in the Appendix. Because NMCUES
is a survey with a complex design, the usual, simple
formulas for computing standard errors are not applica-
ble, and reported standard errors were computed with
a special software package for estimating standard errors
(Shah, 1981).

To alert the reader to potential reliability problems
resulting from sampling errors, an asterisk has been
placed before estimates whose reliability is problematic
because of a sample size of fewer than 50 families,
or a relative standard error (standard error divided by
the estimate) of greater than 30 percent.

Nonsampling Error

Estimates presented in this report are also subject
to nonsampling errors, such as biased interviewing and
reporting, misrecording of responses, undercoverage,
and nonresponse. Extensive efforts were made to
minimize these errors in the data collection and process-
ing for the survey (Bonham, 1983).

For nonsampling error, it should be noted that data
in this report are derived from information furnished
by a survey of households—that is, “consumers” of
health care. Data reported by providers of care- (for
example, in surveys of physicians, hospitals, and nursing
homes) are generally different from those reported by

households. Such differences result in part from differ-
ences in the definitions of covered events and the scope
of surveys. Other differences may result from nonsam-
pling errors. For example, Sunshine (1984) presented
evidence of differences in the reporting of health care
coverage by families, compared with information from
administrative record sources. Anderson and Thorne
(1985) specifically compared use of health care and ex-
penditures on health care as reported by families in
NMCUES with estimates underlying the national health
accounts, which are generally provider-based. They re-
ported good agreement in total United States use of health
care and out-of-pocket expenditures on health care, once
coverage differences—such as the omission of military
and institutionalized persons in NMCUES—were taken
into account. However, Anderson and Thome found ap-
proximately 'a 10-percent difference between the national
health accounts and NMCUES in total expenditures on
health care. (A more detailed discussion of sampling
and nonsampling error is found in Appendix I.)

Other Limitations of the Data

The population totals in this report were adjusted
to accord with totals from the March Supplement to
the 1980 Current Population Survey, which is based
on an updating of the 1970 census. Thus, population
totals will be found to differ somewhat from those of
the 1980 census. Totals for expenditures will also differ
somewhat from those found in reports in which popula-
tion statistics were based on the 1980 Census.

Data on institutionalized and noncivilian individuals
and all families with military heads, even those with
civilian members, are omitted from this report. Although
institutionalized persons are relatively few in number,
they are heavy users of health'care and contribute signifi-
cantly to expenditures for care. As a result of exclusions,
total out-of-pocket expenditures for health care, as pre-
sented in this report, are less than actual totals for the
United States.

Out-of-pocket health expenditure variables generally
are not distributed normally. Rather, the typical distribu-
tion involves a substantial percent of families with no
expenditures and a small percent of families with very
high expenditures in the right-hand “tail” of the distribu-
tion. Thus, the mean is a less informative statistic than
it is for normally distributed data. To be more informa-
tive, tables in this report generally provide not only
means but also information on the percent of families
using care, and on medians and other percentiles of
the distribution of out-of-pocket expenditures for these
care-using families. Because of the right-skewed distribu-
tion of out-of-pocket expenditures, the mean expenditure
among families that used care is generally well above
the median (50th percentile) expenditure.

For convenience of presentation, all estimates in
the detailed tables of this report have been rounded
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to the nearest whole integer for dollar amounts, to the
nearest single decimal place for percents, and to the
nearest thousand for numbers of families. As a conse-
quence, estimates for subcategories may not aggregate
to precisely the same estimate as is presented for larger
categories. Because of rounding, data in text tables also
may not precisely add to totals.

Tests of Significance

All tests of significance discussed in this text, unless
otherwise stated, are multiple z-tests at the 0.05 level
of significance based on the Bonferroni inequality. (See

Levy and Lemeshow, 1980, p. 296.) This report, how-
ever, is primarily descriptive. Relationships among vari-
ables that are identified here by tests of significance
indicate statistical associations, and should not be taken
to imply causality. In some studies of causal relationships
in the health care field, it is stressed that certain proce-
dures are required to assure that causal relationships
have been properly identified. It is necessary both to
use multivariate analysis involving several variables
simultaneously, and to conduct intensive analyses of
specific patterns of relationships. (See, for exampie,
Andersen and Benham, 1970, and Hershey, Luft, and
Gianaris, 1975.)



Variables and Organization
of Report

Health Care Services

As previously noted, data are presented here on fam-
ily out-of-pocket expenditures for seven types of health
care services: inpatient hospital care, inpatient physician
care, ambulatory physician care, hospital outpatient and
emergency room care, dental care, prescription
medicines, and all health care combined. The statistics
for all health care combined include the preceding six
forms of care plus: care by other independent practition-
ers (such as psychologists); and use of other health
supplies (such as eyeglasses and orthopedic items). Long-
term care was omitted from NMCUES and is not included
in the “all health care” category. These seven types
of expenditures are the dependent variables in the report.
More details on the seven types of health care can be
found in Appendix H.

Family Characteristics

For each type of health care, the relationship between
out-of-pocket expenditures for that form of care and
a set of 18 selected family characteristics was examined.
These family characteristics were generally treated as
independent variables that account for variations in farh-
ily out-of-pocket expenditures. This is the logical struc-
ture of Tables 1-70, which constitute the bulk of the
data presented here. All 18 family characteristics are
found in the stub (row label) of each table (except where
not pertinent or where redundant). They can be grouped
into five general categories as follows:

*  Demographic characteristics.
Family size.
Age of family head.
Age structure of family (presence of members
under 65 years of age and 65 years and over)
Sex of family head.
Race of family head.
Ethnicity (Hispanic or non-Hispanic) of family
head.
*  Structure and stability characteristics.
Head-spouse structure.
Child-adult structure (combined with head-spouse
structure).
Family dynamics.

*  Socioeconomic and educational characteristics.
Total family income.
Family poverty status.
Education of family head.
Family employment status.

*  Health status characteristics.
Worst perceived health status of any family
member.
Most severe limitation in usual activity of any
family member.
Total bed days for all family members.

*  Health care coverage characteristics.
Completeness of family health care coverage.
Source(s) of family health care coverage.

Definitions of the above family characteristics are pre-
sented in Appendix II.

Three family characteristics have been suggested as
being particularly important for understanding family
and/or individual health care expenditures. These are
family size, the age structure of the family, and the
completeness of health care coverage. Because of the
importance of these characteristics, the detailed tables
include tables that “partial,” or control, for these family
characteristics as follows:

*  Family size—Data are presented either on multiple-
person families (average family size 1.5 persons or
more), or on one-person families (average family
size less than 1.5 persons). (As stated previously,
because of variability in family membership over
time, family size is an average size over time.)

e Family age structure—Families are divided into
those with no members 65 years of age and over
(“younger families™) and those with at least one
member 65 years of age and over (“older families”).
Tables are presented that cover younger families
only, older families only, and both age categories
combined.

*  Completeness of family health care coverage—
Health care coverage refers to the situation in which
a public health care coverage program (such as Medi-
care or Medicaid) or private health insurance can
be used to pay all or part of the health care expendi-
tures of a family’s members. Families are divided
into those in which all members had health care
coverage for their entire period of survey eligibility

9



(“complete coverage”), and those in which some
or all members did not have health care coverage
during their entire period of survey eligibility (“in-
complete coverage”). Tables are presented that cover
only families with complete coverage, only families
with incomplete coverage, and both coverage
categories combined.

Table Order

A knowledge of the sequence of the 70 detailed
tables makes it easier to find and use particular sets
of data. First, the tables are arranged in sets of 10
according to health care services:

«  Family out-of-pocket expenditures for inpatient hos-
pital care, Tables 1-10.

*  Family out-of-pocket expenditures for inpatient phy-
sician care, Tables 11-20.

e Family out-of-pocket expenditures for ambulatory
physician care, Tables 21-30.

»  Family out-of-pocket expenditures for hospital outpa-
tient clinics and hospital emergency rooms, Ta-
bles 31-40.

»  Family out-of-pocket expenditures for dental care,
Tables 41-50.

e Family out-of-pocket expenditures for prescription
medicines, Tables 51-60.

*  Family out-of-pocket expenditures for all health care,
Tables 61-70.

10

Tables are arranged in the same order within each
set of 10, according to the partialling (or control) vari-
ables. The arrangement is as follows:

Lastdigit of
table number Families included in table

1.0, Multiple-person families—all.

2. ...... Multiple-person families—all younger families.

3....... Multiple-person families—younger families with
complete health care coverage only.

4....... Multiple-person families—younger families with
incomplete health care coverage only.

5. ...... Multiple-person families—all older families.

6....... One-person families—all.

Toii i One-person families—all younger families.

8....... One-person families—younger families with
complete health care coverage only.

9. ...... One-person families—younger families with
incomplete health care coverage only.

0....... One-person families—all older families.

For example, suppose information is desired about
out-of-pocket expenditures on hospital outpatient or
emergency room care for multiple-person families with
all members under 65 years of age that have members
with part-year or no health care coverage. Because hospi-
tal outpatient and emergency room care is found in Ta-
bles 3140, it would be necessary to examine that set
of 10 tables. The multiple-person family tables end in
numbers 1 to 5. The table that ends in 4 is for families
with all members under 65 years of age and with some
members who have part-year or no health care coverage.
Therefore, for this particular example, the information
is shown in Table 34.



Interpreting the Findings:
Important Considerations

The Two-Part Model

In the following discussion one statistic is high-
sJighted: the mean out-of-pocket expenditure for those
families that: used a given form of health care. This
statistic is found in the fourth column of each detailed
table, and constitutes one part of a two-part description
of family out-of-pocket expenditures. The second part
is provided by statistics on the percent of families in
each family category that used health care. This two-part
description of health care expenditures follows a model
recommended by the Rand Corporation that was found
to be superior to other approaches (Duan, etal., 1982).

The second part of the description, the percent of
families in each category that used health care, is shown
in the third column of each detailed table. For an exten-
sive discussion of findings on this percent, see the com-
panion Series Report, Family Use of Health Care: United
States, 1980 (Dicker and Sunshine, 1987).

It is worth noting here, however, that the percent
of families that used care varied substantially by family
category and by type of care. In Table A, this fact
is illustrated for multiple-person families. The percent
of multiple-person families using a given form of care
in 1980 ranged from 30 percent for inpatient hospital
care and 24 percent for inpatient physician care, to 93

percent for both ambulatory physician care and prescrip-

Table A also shows that patterns of out-of-pocket
expenditures are different when viewed from the perspec-
tive of care-using families than when viewed from the
perspective of all U.S. families. For example, the mean
out-of-pocket-expenditure in 1980 for inpatient hospital
care was $259 per care-using family for multiple-person
families that used this form of care. This was much
Jarger than the mean for ambulatory physician care of
$136 per care-using multiple-person family. However,
when these same two means are calculated on the base
of all multiple-person families in the United States, the
relationship is reversed. The mean out-of-pocket ex-
penditure for inpatient hospital care per U.S. family
(including nonusers) is only $79 compared with a mean
of $126 for ambulatory physician care per U.S. family
(including nonusers).

The difference between the two perspectives results
from the fact that, as noted, the percent of care-using
families varied by type of care. Because relatively few
multiple-person families (30 percent) used inpatient hos-
pital care, the mean out-of-pocket expenditure for all
U.S. multiple-person families for this form of care di-
verged a lot from the mean for the smaller population
of care-using families. By contrast, because ambulatory
physician care was used by almost all multiple-person
families (93 percent), the mean expenditure for all U.S.
families for this form of care compared closely with

tion medications. the mean for care-using families.
Table A
Out-of-pocket expenditures and percent of multiple-person families using health care, by type of health care: United States, 1980
Hospital All
Inpatient Inpatient ~ Ambulatory  outpatient health
Expenditures and hospital physician physician and emergency  Dental Prescription care
percent using care care care care room care care medications combined
Mean out-of-pocket expenditures for
families using this type ofcare . . . . ... $259 $167 $136 $53 $223 $74 $582
Percent of families using
thistypeofcare . . .. ... ........ 30.4 23.8 93.1 60.0 71.3 92.6 98.8
Mean out-of-pocket expenditures for all U.S.
families, whether or not usingcare . . . . . $79 $40 $126 $32 $159 $68 $575
Relative standard error in percent of mean
expenditures for user families . . . . . ... . 10% 8% 2% 5% 4% 3% 2%
Percent of total expenditures that are
paidout-ofpocket . . . .. ......... 8% 20% 44% 21% 63% 65% 28%

NOTE: Statistics for “all health care combined” refer to families using any one or more types of care. “All health care combined” includes the six types of care listed in
the first six columns of the table plus: care by other independent heaith practitioners (such as psychologists); and other health supplies (such as eyeglasses and

orthopedic items).
SOURCES: Tables 1, 11, 21, 31, 41, 51, 61, |, and XI.
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Arithmetically, the mean for all U.S. families is
equal to the mean for care-using families times the per-
- cent of families using care. Thus, both components of
the two-part description of expenditures are figured into
‘the calculation of mean expenditures for all U.S.
families. The mean for all U.S. families may be calcu-
lated by multiplying the user-family mean and the percent
of families using care. Alternatively, the mean for all
U.S.families may be read from the detailed tables, where
it appears as the second column.

Large Standard Errors

Throughout this report, two related difficulties recur
in the data on care-using families’ mean out-of-pocket
expenditures for inpatient hospital and physician care.
First, the sample size is often small—sometimes too
small (under 50)—to permit comparisons. Second, the
relative standard error (standard error divided by the
mean) is large. Large relative standard errors seriously
impair the ability to make comparisons.

Because of large relative standard errors, differences
in estimates that are numerically large are found to be
unreliable differences when tests of statistical signifi-
cance are applied. In other words, when relative standard
errors were large, family out-of-pocket expenditures were
so varied that it was impossible to demonstrate that
the estimates of means being compared were different
estimates. An example of relatively large standard errors
is found in the fourth row of Table A. Among all care-
using families, the relative standard errors for inpatient
physician care and inpatient hospital care were generally
twice as large, or even more than twice as large, as
the relative standard errors for other health care services.

Large relative standard errors for care-using families’
mean out-of-pocket expenditures for inpatient hospital
care and inpatient physican care are endemic to statistical
distributions of expenditures for these types of health
care. In this report, these large relative standard errors
are the result of three simultaneously occurring
conditions:

1. A small proportion of families used these two forms
of care. (See the second row of Table A; only 30
percent and 24 percent, respectively.) This low pro-
portion also gives rise directly to the problem of
small sample size.

2. A large proportion of care-using families had zero
out-of-pocket expenditures. More than 50 percent
of multiple-person families using hospital inpatient
care had no out-of-pocket expenditures for this form
of care, and the same was true for more than 25
percent of families using inpatient physician care.
(See Tables 1 and 11.)

3. Long right-hand tails existed in the distribution of
expenditures. (This problem was also reported for
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inpatient expenditures in the Rand Corporation study
by Duanetal., 1982.)

Because of these problems, any comparisons pre-
sented here of mean out-of-pocket expenditures that in-
volve inpatient hospital care and inpatient physician care
can provide only relatively limited information.

The Health Care Coverage Effect

A primary objective of health care coverage (both
private insurance and public programs) is to spare
families from large out-of-pocket expenses, even when
the total cost of their health care is high. Therefore,
to the extent that health care coverage is effective,
families’ out-of-pocket spending for health care will vary
much less than will the total cost of their health care
(Aday, Fleming, and Andersen, 1984; Sunshine, 1982).

In this report, differences noted in out-of-pocket ex-
penditures between categories of families are often not

statistically significant; moreover, sometimes this is true

even when there are statistically significant differences
among the same family categories in their use of care.
This finding seems due, in substantial part, to the effect
of health care coverage. Approximately 96 percent of
multiple-person families had members with some health
care coverage in 1980, and 73 percent of multiple-person
families had all members covered all year. Given this
extent of coverage, health care coverage would be ex-
pected to diminish differences in out-of-pocket expendi-
tures among these families.

The absence of significant differences in out-of-pock-
et expenses among various categories of families was
particularly common for the three forms of hospital-based
care included in this study: inpatient hospital care; inpa-
tient physician care; and hospital outpatient and
emergency room care. As the last row of Table A shows,
these are also the forms of care for which health care
coverage was particularly prominent. Only 8 percent,
20 percent, and 21 percent, respectively, of multiple-
person family expenses for these three forms of care
was paid out of pocket in 1980. The remainder was
paid by health care coverage. In comparison, the next
most fully covered type of care was ambulatory physician
care, where out-of-pocket payments covered more than
twice as much—44 percent—of this category of expendi-
ture. Hence, the frequent absence of statistically signifix
cant differences among family categories in out-of-pocket
spending for the three forms of hospital-based care was,
in large part, an effect of health care coverage.

Health care coverage may also be responsible, in
part, for the large standard errors in out-of-pocket ex-
penditures for inpatient hospital and physician care that
was discussed previously. One statistical reason for the
problem is the large proportion of care-using families
with zero out-of-pocket expenditures for these types of
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care. These zero expenditures result when health care
coverage pays the entire bill for the family.

Focus of Report

The focus of this report is on presenting a large
amount of data on family out-of-pocket expenditures
for health care, rather than on testing hypotheses or
developing a detailed analysis of particular variables.
Consequently, the extensive descriptive data in the de-
tailed tables are far too voluminous to be discussed

completely in the text. Therefore, only selected findings
are presented.

The detailed tables are far from exhausting the full
range of information that can be found in the NMCUES
family data. A public use tape of family data from
NMCUES will be available from the National Technical
Information Service at approximately the time that this
report is published. Many variables and relationships
not covered in this report, or in companion reports on
health care use and on total expenditures for health care,
can be investigated through use of the tape. Data users
are invited to obtain a copy.
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Younger Multiple-Person
Families: Selected Findings

In this section, out-of-pocket health care expenditures
of multiple-person families with no members age 65
and over (“younger families”) are examined. As noted
earlier, the statistic featured in this report is the mean
out-of-pocket expenditure among those families that used
a given form of care in 1980.

Health Care Coverage
Findings

Table B presents statistics on the relationship be-
tween completeness of health care coverage and family
out-of-pocket expenditures for seven types of health care.
When families with all members having full-year health
care coverage (complete coverage) are compared with
families with some or all members not having full-year
coverage (incomplete coverage), all possible patterns
exist. For both inpatient hospital care and hospital outpa-
tient and emergency room care, the mean out-of-pocket
expenditure per care-using family was much greater for
families with incomplete coverage than for those with
complete coverage. Also, families with incomplete
coverage averaged at least twice as much in out-of-pocket
expenditure for these services as did families with com-
plete coverage ($362 to $181 and $88 to $38, respec-
tively). For dental care, the reverse was true. Families

with complete coverage had a higher mean out-of-pocket
expenditure than families with incomplete coverage—
$240 compared with $182. Finally, similar mean out-of-
pocket expenditures were found for several forms of
care: ambulatory physician care, prescription medicines,
and all health care combined.

The subcategories into which incomplete coverage
is divided are also important considerations. These in-
clude: no coverage (“all family members not covered
[at all]”); and two categories of partial coverage (“all
members covered, some [only] part year,” and “some
members not covered [at all]”). (See Table B.) The
companion Series Report on family use of care (Dicker
and Sunshine, 1987) found that families with partial
coverage were generally similar in use of care to families
with complete coverage. Only families with no coverage
reported using significantly less care.

It is instructive to determine whether the same pattern
exists for out-of-pocket expenditures. The first question
that must be answered is: “Do families with partial cover-
age have similar out-of-pocket expenditures to those with
full coverage?”’ Relevant data are found in Table B.
For hospital outpatient and emergency room care, the
coverage categories were not similar in out-of-pocket
expenditures. Mean out-of-pocket expenditures for this
form of care were larger for families with partial coverage
than for families with complete coverage ($63 or $135

Table B

Completeness of health care coverage and out-of-pocket health care expenditures for multiple-person, health-care-using families with
all members under 65 years of age: United States, 1980

Hospital All
Inpatient Inpatient ~ Ambulatory outpatient health
Completeness of health hospital physician physician and emergency  Dental Prescription care
care coverage care care care room care care medications combined
Mean out-of-pocket expenditures

All members covered fuliyear . . . .. ... $181 $145 $135 $38 $240 $58 $557
Some or all members without

full yearcoverage . . . ... ... ..... 362 195 133 88 182, 61 553

All members covered, some part year . . . 211 152 132 63 198 61 513

Some members notcovered . . . . .. .. *601 251 141 135 171 66 690

All members notcovered . ... ..... *863 *423 115 100 128 49 449

NOTE: Statistics for “all health care combined” refer to families using any one or more types of care. “All health care combined” includes the six types of care listed in
the first six columns of the table plus: care by other independent health practitioners (such as psychologists); and other health supplies (such as eyeglasses and

orthopedic items).
SOURCES: Tables 2, 4, 12, 14, 22, 24, 32, 34, 42, 44, 52, 54, 62, and 64.
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compared with $38). A statistically significant difference
also existed for dental care, however, in the reverse
direction. One partial coverage category (“some members
not covered”) had significantly lower expenses than fully
covered families ($171 compared with $240). Families
with some members not covered also appear to have
larger expenses for inpatient hospital and physician care
than families with full coverage. However, these apparent
differences, although large, are not statistically signifi-
cant because of the large relative standard errors dis-
cussed previously.

A second question to determine whether patterns
for family out-of-pocket expenditures are similar to those
for family use of care is: “Do families without coverage

+differ from those with full coverage?” Again, the relevant

data are fouhd in Table B. For inpatient hospital and
physician care, this question cannot be answered because
few families with no coverage (less than 50) used these
forms of care. For hospital outpatient and emergency
room care, noncovered families had much higher ex-
penses than fully covered families ($100 compared with
$38); for dental care, the relationship was the reverse,
with noncovered families having much lower expenses
($128) than fully covered families had ($240). Finally,
for ambulatory physician care, prescription medications,
and all health care combined, no statistically significant
difference in out-of-pocket expenditures existed between
families with full coverage and families with no cover-
age.

Discussion

Table B illustrates clearly that the relationship be-
tween completeness of health care coverage and the
mean out-of-pocket expenditures of care-using families
is complex, and that it differs according to the type
of health care used. No single, simple explanation for
the patterns will suffice.

Nonetheless, dental expenses are perhaps easiest to
explain. Dental care was covered only infrequently by
insurance in the study period (Farley, 1985), and the
relationship between out-of-pocket expenditures and
health care coverage is almost certainly not a direct
causal one. Instead, use of dental care is strongly related
to income (Dicker and Sunshine, 1987) as is health
care coverage. The apparent relationship between cover-
age and dental expenditures is probably merely a conse-
quence of both the positive association of dental care
use and income, and of income and insurance coverage.

For other forms of care, higher out-of-pocket ex-
penditures for families with less-than-full coverage might
generally be expected. Limited health care coverage has
been associated with lower use of care, presumably be-
cause of the greater out-of-pocket expenditures that less
coverage requires (Newhouse, et al., 1981). (This pattern
of expenditure and use was found for hospital inpatient
care and hospital outpatient and emergency room care.)

Another explanation for the association between

lower use of care and little insurance could be that
persons with