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Health, Medical Care Expenditures Zoo m
Americans are taking better care o f

themselves--or at any rate the country i s

spending more for health and medica l

care . Much more . The total for all healt h

care, private and public, in 1976 is $13 9

billion, according to preliminary figures

compiled by Tax Foundation .

That's double the amount spent as re-

cently as 1970 and a phenomenal in -

crease of 439 percent over 1960. Expen-

ditures in 1970 were $69 billion and i n

1960, $26 billion . In 1950 the figure wa s

$12 billion .

Although the amount spent for health

and medical care in the private sector i s

up substantially in the period 1960-76 ,

public expenditures have shown th e

sharper rise . Private expenditures ros e

from $19 billion in 1960 to $80 billion i n

1976, an increase of 314 percent . At th e

(Continued on page 3)

Health and Medical Care Expenditures by Source of Funds and Type
Selected Fiscal Years 1960-1976

Percent increas e

1960

	

1970

	

1976'

	

1970-1976

	

1960-1976

A . Amount (millions of dollars )

Total expenditures	 25,856 69,201 139,312 101 .3 438 . 8

Private expenditures, total 	 19,461 43,810 80,492 83 .7 313 . 6
Health and medical services	 18,816 41,329 77,772 88 .2 313 . 3

Direct Payments	 12,576 24,272 39,099 61 .1 210 . 9
Insurance benefits 	 4,698 14,406 31,359 117 .7 567 . 5
Other'	 1,542 2,651 7,314 175 .9 374 . 3

Construction of facilities 	 524 2,288 2,512 9 .8 379 . 4
Medical research	 121 193 258 33 .7 113 . 2

Public expenditures, total 	 6,395 25,391 58,820 131 .7 819 . 8
Health and medical services	 5,346 22,661 53,300 135 .2 897 . 0

OASDHI	 - 7,149 17,777 148 .7 -
Public assistance	 493 5,213 15,320 193 .9 3,007 . 5

General hospital and medical care 	 1,973 3,554 6,902 94 .2 249 . 8
Public health activities' 	 643 2,026 3,848 89 .9 498 . 4
Veterans' care	 879 1,651 3,793 129 .7 331 . 5
Defense Department care	 820 1,496 2,683 79 .3 227 . 2
Workmen's compensation	 420 985 2,125 115 .7 406 . 0
Other'	 118 587 852 45 .1 622 . 0

Construction of facilities 	 578 1,003 2,451 144 .4 324 . 0
Medical research	 471 1,727 3,069 77 .7 551 . 6

B . Percentage distribution

100 .0 100 . 0Total expenditures	 100 . 0
Private	 75 .3 63 .3 57 . 8
Public	 24 .7 36 .7 42 . 2

Federal	 11 .3 24 .0 28 . 6
State-local	 13 .4 12 .7 13 . 6

Exhibit : Total as a percent of GNP	 5 .2 7 .2 8 .6

' Preliminary .
Includes expenses for prepayment, industrial in-plant services, and philanthropy .
Includes maternal and child health programs and school health services . For 1976, school health services not included .

'' Includes temporary disability insurance, military dependents' medical care, medical vocational rehabilitation, OEO health and medical care .
Source : Compiled by Tax Foundation . Basic data from Social Security Administration, Office of Research and Statistics .
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Free Enterprise, Best Solution to Energy Proble m
Digest of Energy Plan Available

The Tax Foundation has completed a digest of The National Energy Plan.
The President's energy program has been presented to Congress in a 283-page
bill (H.R . 6831) the contents of which have been assigned to variou s
committees . The digest is available to members of Tax Foundation and other s
interested in the progress of legislation to implement the program .

Proposals digested cover energy conservation, oil and natural gas, coal ,
nuclear and hydroelectric power, solar, and geothermal energy, and manage-
ment information systems, and a long list of administrative, legislative, an d
budget proposals under each .

Copies of the 10-page digest are available from either Tax Foundatio n
office : 1825 K Street N .W., Washington, D .C. 20006, or 50 Rockefeller
Plaza, New York, N .Y. 10020 . Phone numbers are (202) 296-8830 or (212)
582-0880.

Free enterprise offers incomparably
the most promising means available fo r
dealing with energy problems, a Tax
Foundation official testified in hearings
before the House Committee on Way s
and Means May 18 .

Acknowledging that the jobs to b e
done are to reduce the growth in the us e
of energy from sources that are not re-
newable and to increase supplies, Rober t
C. Brown, the Foundation's executiv e
vice president, told members that unti l
recent years the country has relied o n
free market forces to regulate energ y
supply and demand .

"They did the job," he said . "If give n
the opportunity, they can both restrai n
consumption and increase production t o
achieve balance under the new con-
ditions . "

Mr. Brown told the committee the
energy tax proposals "inject new com-
plexities into a tax system that is alread y
clumsy," and he warned that the ultimate

effects of the proposals on employment ,
inflation, and economic growth canno t
be known in advance .

He emphasized that enforcement o f
the program would lead to an enormou s
increase in the regulatory role of

government and may prove counter-
productive .

"The production, distribution, an d
consumption of energy," said Bo b
Brown, "are too vital to be entrusted to
the processes of bureaucracy . "

Regulatory Reform Act Has Promising Potentia l
"The Regulatory Reform Act (S .600)

embodies a promising potential fo r
human betterment . It would enlarge the
scope for human freedom, initiative, and
creativity . It would be one of the few sub -
stantial moves in recent government pol -
icy toward liberalism in the sense of lib -
erating," Professor C . Lowell Harris s
told a Senate committee .

We enter our third century on a risin g
tide of governmental direction of eco-
nomic and personal affairs, Professo r
Harriss said . Regulations and mandates
to do "this" and prohibitions from doin g
"that" increase from year to year . But
S .600 offers new hope for casting off th e
growing restraints .

Lowell Harriss is professor of econo-

mics at Columbia University and eco-
nomic consultant to Tax Foundation .
His Senate testimony is the subject of th e
current Tax Review .

Few Americans, he pointed out, ap-
preciate the role that freedom from po-
litical restraint played in our economic
progress . Human beings can record

(Continued on page 4)

Social Security Payroll

Tax: is It Regressive?
The need to revise Social Security fi-

nancing raises again, sometimes in al -
most strident terms, the charge that th e
payroll tax is badly regressive . The tax i s
a flat-rate proportional tax on covere d
earnings . For the vast majority o f
workers, therefore, the rate is the same .
It is not higher on smaller earnings an d
therefore not regressive . (For the self-
employed the rate is higher but also the
same on all covered earnings .) Above
$16,500 (1977) there is no tax ; beyond

this level the tax declines as a percentag e
of wages and salaries . It is this fact tha t
gives substance to the criticism of regres -
sivity . Moreover, the tax does not appl y
to interest, dividends, and other income
from possessions . But these untaxe d
items of income do not bring any claim t o
benefits .

In commenting on the criticisms ,
Prof . C . Lowell Harriss, Economic Con -
sultant to the Tax Foundation, in the
December 1976 Tax Review writes

". . .critics often ignore entirely the . . .
earned income credit of as much as $400
of tax (not deduction) which was intro-
duced largely to offset all or part of th e
payroll tax on the employee (with chil-
dren) earning up to $8,000 . Criticism of
the payroll tax also tends to overlook th e
fact that benefits are weighted in favor o f
low earnings . Upon retirement, for ex -
ample, the monthly benefit will be 14 0
percent of the first $110 of average
monthly earnings and 23 percent of the
top $175 on which payroll tax has bee n
paid ." Between these extremes the per-
centage goes down in stages from the
lower to the higher earnings . Benefits ,
therefore, are indeed progressive ,
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U .S. at Crossroad on Taxes ,
Says Union Pacific Presiden t

The U .S. in 1977 stands at a cross -
roads in its tax policy, James H . Evans ,
president of Union Pacific Corporation ,
told a Tax Foundation membershi p
meeting in Omaha June 7 .

One road, the one we have been fol-
lowing for 40 years, points toward ever -
higher taxes, ever-bigger governmen t
and the ultimate stagnation of the Amer -
ican economy .

The other and more hopeful directio n
is toward an easing of the tax burden o n
both individuals and corporations, sai d
Mr. Evans, including the elimination o f
double taxation on dividends .

"If government refrains from taxing
away the capital that produces new busi -
nesses, new factories, new jobs--if
government fosters a climate in whic h
capital can be formed and put to work ,
then this country will be in a much bette r
position to achieve not only its economi c
goals but its social goals as well," h e
said .

Mr. Evans is a trustee of Tax Founda-
tion. He was introduced at The Omaha
Club by Willis A . Strauss, chairman
and chief executive officer of Norther n
Natural Gas Co .

Mr. Evans pointed out that the Carte r
administration has promised a complete
tax revision proposal—now expected i n
August .

"The philosophy of big government,

James H. Evan s

high taxation, and deficit spending i s
tired and bankrupt," President Evan s
declared . "That is a road we can ill affor d
to take . It is a road into the past, not int o
the future .

"What we need today is a new pragma-
tism—because pragmatism tests th e
meaning, truth, and validity of a concep t
against the achievement of practical re-
sults . "

Mr. Evans reminded the Tax Founda-
tion guests that when President Kenned y
instituted a tax cut in 1963 in order t o
stimulate the economy and to reduce un -
employment, it worked so well that
America took off on the longest period
of sustained prosperity in its postwa r
history .

"A tax reduction today might wel l
achieve the same thing," he added .

"Creative tax reduction is the key to eco-
nomic progress, to capital formatio n
and the creation of permanent, produc-
tive jobs . "

A primary way to encourage and pro -
vide for capital formation and jobs cre-
ation is to eliminate the double taxatio n
of dividends once and for all, Mr . Evan s
said . He warned the American busines s
community that unless it unites behin d
the goal of eliminating this burden an d
stops bickering over how to implemen t
dividend integration with the corporate
income tax, "it could well provide Con-
gressional opponents with the ammu-
nition they need to shoot down the whole
principle . "

Economic progress cannot be pro-
duced by the public sector at all, h e
pointed out, because government is a
consumer, not a producer, of the capita l
necessary for real development .

In addition to Mr. Strauss, the lun-
cheon host committee included John A .
MacAllister, President, Northwestern
Bell Telephone Company, Morris F .
Miller, Chairman, Omaha National
Corporation, Nick T. Newberry, Presi-
dent, Woodmen of the World Life In-
surance Society, John D . Woods ,
Chairman, President and Chief Execu-
tive Officer of the Omaha Nationa l
Bank, as well as John C . Kenefick, Pres-
ident of Union Pacific Railroad, an d
John W. Godfrey, President of Uplan d
Industries .

The Tax Foundation meeting is one o f
a series of eight scheduled for principa l
cities .

Health . . . (Continued from page 1 )

same time public expenditures increased
from $6 billion to $59 billion, a rise of 82 0
percent . Expenditures for 1976 in th e
public area—Federal, state, and loca l
governments	 are 42 percent of al l
health and medical care, versus 58 per-
cent in private expenditures .

The rise in medical expenditures i n
1976 brings them to 8 .6 percent of the

U .S . gross national product—up from

7.2 percent in 1970 and 5 .2 percent i n
1960 . They include all services, healt h
care, medical research, construction o f
facilities, and all government pro -
grams .

The swing from "private" to "public"
medicine is made clear in the percentage

distribution during the period studied .
Private expenditures in 1960 were 75 . 8
percent . During the same period publi c
expenditure rose from 24.7 percent of
the total in 1960 to 36 .7 percent in 1970 ,
and to 42 .2 percent in 1976 .

The two largest government healt h
programs are Medicare, financed largel y
through the social security system
(OASDH I), and Medicaid, which is part
of the Federal-state-local public as-
sistance program. Both were enacted b y
Congress in 1965 . In 1976 outlays under
these two programs totaled $33 billion ,
almost one-fourth of the amount spen t
for health and medical care from al l
sources .

About Tax Features
Original material in Monthly Ta x

Features is not copyrighted and may
be reproduced freely by the new s
media and others . Please credit Tax
Foundation .

Tax Foundation, Inc ., is a publicl y
supported, non-profit organizatio n
engaged in non-partisan research and
public education on the fiscal an d
management aspects of government .
Members of Tax Foundation ar e
urged to pass their copies of Ta x
Features along to editors of thei r
house publications .

For additional information write t o
Tax Foundation, 50 Rockefelle r
Plaza, New York, N. Y., 10020, or call
(2/2) JU 2-0880 .
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States' Fiscal Profiles Show Wide Variations
A series of "overviews" of individua l

state public finances in relation to th e
states' overall economy now under
development by Tax Foundation shows
wide divergencies and distinctive pat-
terns, among the states .

Each overview provides a profile o f
the state's government fiscal activities i n
relation to national averages and to th e
state's own economy. Tabulations for
each of the seven states so far completed
show state and local government finan-
cial items in amounts per capita and i n
relation to personal income ; average
government workers per 10,000 popu-
lation; trends ; distribution of persona l
income to labor and proprietors by type
and industry . Breakdowns of the com-
putations reveal many interesting fact s
and figures—and some surprises .

Georgia, for example, one of the
larger states both in area and popu-
lation, is well below national averages i n
most items of state and local finance with
one exception . Per capita expenditure s
for health and hospitals were 55 percent

above the national average in 1975 .
Computed in relation to average per-
sonal income, which in Georgia, is com -
paratively low, expenditures for healt h
and hospitals are 81 percent higher tha n
the U.S . norms .

The profile shows in addition tha t
state and local governments in Georgia
employ more people than in the averag e
state, but pay lower average salaries .

In Georgia the state's role relative t o
that of local governments is stronge r
than in the average state, according t o
the overview .

California's overview shows quite a
different profile . First in population and
first in total personal income (but onl y
ninth in per capita personal income in
1975), California spends heavily an d
taxes its citizens accordingly . But unlik e
many states, California government s
took in more general revenues than they
spent in fiscal year 1975. California
places unusually heavy reliance on prop -
erty taxes, which exceed the nationa l
per capita average by 54 percent . Sales

taxes were 42 percent higher and indi-
vidual income taxes, 15 percent higher .
The most striking difference was corpo -
rate income taxes, which were90percen t
higher than the U .S . per capita average .

Florida's corporate income taxes, on
the other hand, were 29 percent lower
than the usual state, property-taxes wer e
33 percent lower, and the state had n o
personal income tax at all in 1975 . Both
taxes and expenditures fell below U .S .
averages in Florida . Per capita expendi -
tures for public welfare were 57 percen t
lower than average and interest on gen -
eral debt 29 percent lower .

Other states studied show equally in-
dividual characteristics . Alabama and
New Mexico, for example, both ran k
above average in educational expendi-
tures .

States already profiled are Alabama ,
Alaska, California, Florida, Georgia ,
Maine and New Mexico . Tax Founda-
tion plans to continue the program as
time permits . Copies are available t o
members .

Washington Office Adds Economist
Reform ActEdward A. Sprague, vice president

and manager of fiscal and economi c
policy of the National Association o f
Manufacturers joins Tax Foundation' s
Washington office staff July 1, Robert

C. Brown, executive vice president of th e
Foundation announced .

Mr. Sprague becomes Director, Ta x
Policy .

At the same time Mr. Brown an-
nounced the Tax Foundation Washing-
ton office will move from its present lo-
cation at 1725 K St . N.W. to 1825 K St .
N.W . on or about July 1 . The office i s
headed by Maynard Waterfield, Di -
rector of Federal Affairs .

An economist, Ned Sprague joine d
NAM as a government finance policy
executive in 1967 . Previously he serve d
as an economist at Lehman Bros ., and a t
F.W. Dodge Corporation, both in Ne w
York, and at the New Jersey Stat e
Chamber of Commerce . His degrees are
from Princeton University and New
York University Graduate School o f
Arts and Science .

Edward A . "Ned" Spragu e

Mr. Sprague is a member of the Na-
tional Association of Business Econo-
mists and associate editor of Business
Economics . In addition he serves as sec-
retary-treasurer of the National Capita l
Chapter of the Association . He is a
member of the Federal Taxation Com-
mittee of the National Tax Association -
Tax Institute of America .

He and Mrs . Sprague and their three
children live at Potomac, Md .

(Continued from page 2)

amazing achievements—not each of u s
and not all the time, but in massive
amounts over the years . The absence of
regulatory obstacles to the use of huma n
ability had a role of incalculable impor-
tance in the rise of American levels of
living .

S .600 would require the President t o
submit to the Congress beginning i n
1979 comprehensive plans for reformin g
regulation in four specific areas :

1. Energy, the environment, housing ,
occupational health, and safet y

2. Transportation and communi-
cation s

3. Banking and finance, interna-
tional trade, and government procure-
ment

4. Food, consumer health and safety ,
economic trade practices, and labor -
management relations .

ProfessorHarriss listed seven philo-
sophical bases for "determined support "
of the proposed legislation .
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