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CHAPTER I

INTRODUCTION

On July 30, 1965, President Johnson signed into law the

Social Security Amendments of that year. Included in these

amendments was Title XVIII, Health Care for the Aged.

This law marked a desire on the part of the citizens of

the United States to provide, through health insurance, for

the security of the aged segment of the United States popu-

lation.1 This law was enacted in recognition by the Federal

government of a change in the structure of the population of

the United States. The aged portion of the total population

has increased both relatively and absolutely.

The number of aged in the population increased from

approximately three million in 19002 to about seventeen

million in 1960. These numbers were projected to reach

about twenty-three million by 1980. The percentage of aged

within the population increased from 5 per cent of the total

The term aged applies to all persons sixty-five years
of age and older.

2 U S. Bureau of the Census, Historical Statistics of
the United States, Colonial Times to 12 (Washington,
1960), p. 8.

3U. S. Bureau of the Census, Statistical Abstract of
the United States, 6 (Washington, 1967), p. 25.

1
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population in 1900 to 9 per cent in 1960. The projection

was for this group to be 8 per cent of total population in

1980,4

Average family income for the aged was less than family

income for the total population. Income for most Americans

has increased in recent years. The median income for all

Americans in constant dollars increased from $3,300 in 1939

to $7,020 in 1966.5 The median income for the aged group

was higher in 1966 than in 1939. Comparatively, the median

income for the aged was only about 50 per cent of that for

the entire population. Their incidence and duration of

hospital stay was greater than for the population in general.

Their expenditures for health care were more than double

the amount for younger people.7

The Department o f Health, Education, and Welfare

studies on short-stay hospitals found that the aged in the

lower income groups were hospitalized less often and had a

shorter stay than the aged in the higher income groups.

Computed from the above sources.

5 Computed from Statistical Abstract of the United
States,9, Historical Statistics of the United States,
and Current Population Reports.

6U. S. Bureau of the Census, "Income in 1966 of Families
and Persons in the United States," Current Population Reports,
Series P-60, No. 53,(Washington, 1967), p. 2.

U. S. Congress. House. Committee on Ways and Means,
Medical Care for the Aged, Executive Hearings, 89th Con-
gress, 1st session (Washington, 1962), p. 5.
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The non-white sector of the population tended to be hospi-

talized less often, but when hospitalized to stay longer.

This was especially true of the non-white male. His hos-

pital stay was twice as long. There was a noticeable in-

crease in the incidence of hospitalization when income

exceeded $7,000.8  There was a direct relationship between

income and amount of medical care.

The potential problems confronting hospitals as a

result of the medicare law were quite controversial. The

predictions on increased use of hospitals due to the federal

action ranged from a low of 2.5 per cent9 to a high of 50

per cent or more. Some people saw a major increase in

medical costs as a result of the law. Others saw a major

"traffic jam" at the hospitals due to this law.)T 2

UUS. National Health Survey, Hospital Discharges and
Length ofSt ay: Short-Stay Hospitals United States, -
1960, Health Statistics, Series B32 NWashington, 1962),
pp. 23-26.

9Robert Ball quoted in "How Medicare Will Affect
Medicine," Business Week (July 10, 1965), 146.

10
Edward Henderson quoted in "When Millions Demand

Hospital Care All At Once," U, S. News and World Report,
LX (June 6, 1966)3, 53.

11 Harry Becker quoted in "Problems Remain as Govern-
ment Launches Medicare," C _Q Weekly Report, XXIV
(July 1, 1966), 1394.

12 John B. Brewer quoted in "Crisis Near in Medical
Care," U. S. News and World Report, LX (March 7, 1966),
40.
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Purpose

Although the predictions of increased utilization of

hospital facilities by the insured aged group varied

widely, there was a general consensus that some additional

pressure on relatively scarce hospital facilities would be

exerted. There was the probability of increased cost due

to this pressure.

The amount of impact or pressure on hospital facilities

is dependent upon the role of aged patients in the overall

hospital operation and the changes in this role induced by

the medicare law. Information concerning. the role of the

aged and the induced changes is necessary to both public

and private officials. Such information is quite limited.

The purpose of this study is to examine the impact of

the medicare law on a particular hospital: Flow Memorial

Hospital, Denton, Texas.

Scope

The scope of this study is limited to an analysis of

changes in hospital care at Flow Memorial Hospital resulting

from medicare. These changes are examined on the basis of

1, number of patients and days of care; 2. hospital services

by department; 3. the means of payment; and 14. social charac-

teristics of the aged patient group.



Method

A detailed examination of aged patient care was made for

the fiscal years 1966 and 1967. The 1966 year was the year

immediately preceding medicare, The 1967 year was the first

year of medicare. Longer time periods were used where the

data were available and pertinent.

The primary data sources were the patient admission

registers, medical records, patient accounts, hospital audit

reports, and the hospital comparative report of professional

performance.

Other sources included the health laws and the reports

of the various government agencies concerned. Government

studies were used for comparative purposes and.the study of

the area.

The number and names of the aged patients for the two

primary years were obtained from the patient admission

registers. A part of these records was not available. The

missing data were primarily concerned with the use of depart-

mental facilities. The utilization of departmental facilities

for the patients with missing records was estimated on the

basis of the use of these facilities by the known group of

patients. Complete data were available for 86 per cent of

the patients in the 1966 year and 91 per cent of the patients

in the 1967 year.

The information concerning the aged patients was

coded and transferred to work sheets. These sheets were
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check ed for accuracy, and the infor-matlon was then trans-

ferred to data processing cards. These cards were checked

for accuracy.



CHAPTER II

THE LAW

The law which will bring about the change in hospital

care for the aged is Title XVIII of th.e Social Security

Amendments of 1965. The official title for this section

of the Amendments is "Health Insurance for the Aged."'

The popular title is "Medicare." This title will be used

in this study.

The passage and signing of the Medicare Act marked the

first venture of the United States into the area of compul-

sory health insurance. President Franklin D. Roosevelt

endorsed the idea of compulsory national health insurance

in his report to Congress, January 17, 1955. He did not

set forth any program to implement this idea. The Social

Security program which was passed and signed into law on

August 14 of that year contained no provisions for health

insurance.2 The first attempt to provide the framework was

in 1939. Senator Wagner of New York introduced a bill in

that year for a system of grants to the states for improved

U. S. Statutes at L LXXIX, 281 (1965).
2"tMedical Care, t Week Report, XXIII (August 6,

1965),-1583.

7
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medical care.3 This was followed in 1943 by another bill

by Senator Wagner and Senator Murray of Montana which did

call for compulsory health insurance. The cost was to be

financed through a payroll tax.4

Various other health insurance bills were introduced

periodically throughout the next thirteen years. The

introduction of the Forand Act of 1957 was the turning

pbint toward a system of health insurance for the aged.

This was not the first bill which would have provided for

this particular segment of the population. It did focus

attention on the aged as being the most suitable group for

coverage.5 Other bills were introduced into Congress

periodically, and in 1960 Congress passed the Kerr-Mills

bill.6 This was the program which was in operation until

Medicare became effective July 1, 1966.

The Kerr-Mills Act was a grant-in-aid program providing

for intergovernmental transfers from the federal to the state

governments for the benefit of indigent old people. This

was clearly stated in Section (a) of the purpose of the

act. It had the purpose "of enabling each State to furnish

financial assistance as far as practicable under the

13Margaret Greenfield, Health Insurance for the.Aped
(Berkeley, California, 1966)T7p.105.

Ibid., p. 107.

bid., p. 111.

6 "Medical Care,"- p. 16.
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conditions in such State to aged needy individuals and of

encouraging each State, as far as practicable under such

conditions, to help such individuals attain self care."7

Funds were to be appropriated to develop and maintain

state programs which had to meet minimum standards promul-

gated by the Secretary of Health, Education, and Welfare.

This law was permissive; it did not require that states

provide for medical assistance, only that they would

receive federal money if they did.

Texas adopted a program under the Kerr-Mills Act. The

people of Texas in November, 1958, passed a constitutional

amendment providing for health care for persons receiving

old age assistance. This amendment was implemented in the

regular session of the Fifty-seventh Legisla ture in 1961,

under Senate Bill 79, and became known as the Medical

Assistance Act. This act provided for in-patient hospital

care, The basic provisions of the act provided for eligi-

bility, hospital coverage, rate of payment, and exclusions.

To be eligible, an aged person had to be certified by

the State Department of Public Welfare as being a recipient

of old age assistance. To qualify for this assistance a

person had to be sixty-five years of age, a citizen of the

United States, a resident of Texas five of the preceding

42S.. Code 301, Section 1.

8 General and special Laws of the State of Texas,
57th Legislature, Regular Session (Austin, Texas, 1961), p.88 .
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nine: years, and a resident of an institution, or have insuf-

ficient resources or income to provide a reasonable subsist-

ence compatible with health and decency. He might own a

homestead.9 Aside from his homestead he Was not allowed

resources in excess of $300 per person. A married couple

could have resources to the extent of $600. The monthly

payment under old age assistance was to be calculated on

need.l1 The mean rate of payment for old age assistance

in Texas in 1966 was $71.39 per month including the cost

of medical care.11 The rate of payment was from a minimum

of five dollars per month to a maximum of ninety-five

dollars.12

The rate of payment to the hospital for general hos-

pital care was ten dollars per day. This payment continued

as long as a physician would recertify the need at fifteen-

day intervals after the first thirty days of hospital con-

finement. There was a provision for the payment for

various miscellaneous and ancillary services for the first

fifteen days, excluding blood and plasma. This payment

dropped to one half of the charges for any time period that

9Vernon's Annotated Revised Civil Statutes of the State
of Texas, Title 20A, Art. 695c (1964)

10Information obtained from Texas State Department of
Public Welfare, Denton County office,

11 Texas. State Department of Public Welfare, Annual
Report (Austin, 1966), p. 8.

1 2 Ibid., p. 2.
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exceeded fifteen days in one spell of illness. A spell of

illness was defined as beginning the first day a patient was

admitted and ending when the patient had been discharged from

the hospital for ninety days. Surgery and other medical

services were limited to a high of $200 and then calculated

on a sliding scale downward.' 5

Payment under the Texas Medical Assistance Act was on

a unit of service basis, and should the payment per unit be

inadequate, care had to be paid for from other sources: the

aged patient, relatives, the hospital, or insurance. Legal

action against these people for the remainder of a hospital

bill was forbidden.

The Medicare Act is based on the Social Security pro-

gram, and the cost is to be met through a payroll tax. It

provides for eligibility, hospital services, rate of payment,

and deductions and exclusions. The basic eligibility pro-

vision for medicare coverage at the beginning was for a

person to have attained the age of sixty-five years. The

act itself was aimed primarily at the social security recip-

ients, but other groups were blanketed into the program. 1 4

There is no financial test to determine eligibility.

"3,tYour Health Care Program for All Old Age Assistance
Recipients," unpublished report, Texas State Department of
Public Welfare, Austin, Texas, 1963.

14U. S. Statutes at Large, LXXIX, Part I, 344, Art. XIX
(1965)
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The hospital service benefits for the eligible group

include, but are not limited to, in-patient hospital ser-

vices for up to ninety days during any one spell of illness.15

A spell of illness begins on the date of admission for in-

patient care and ends when the patient has been released

from the hospital for sixty days. The term "in-patient

hospital services" is defined by the law as bed, board,

nursing services, and any other services ordinarily provided

by the hospital, excluding private duty nursing and physi-

cians services.16 The physician's portion of pathological

and x-ray services is to be met under Part B of the program,

even though the hospital pays for these services and bills

the patient for them.

The rate of payment for the services furnished a medi-

care patient is based on reasonable cost. Reasonable cost

is determined by the current costs of the hospital as it

relates to this specific group of patients. In calculating

-reasonable cost, the Social Security Administration states

that "the share of the total institutional cost that is borne

by the program is related to the care furnished beneficiaries

so that no part of their cost would neod to be borne by other

patients, conversely, cost attributable to other patients of

5Ibid.,291, Sec. 1812.

Ibid., 314, Sec. 1861.
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the institution are not to be borne by the program."1 7 The

definition of reasonable cost allows the hospital to allocate

to cost in addition to operating expense, depreciation in-

cluding assets acquired through donation and Federal grants,

interest expense, bad debts, charity and courtesy allowances,

profit in the case of privately owned hospitals, educational

activities, research costs, and other items,1 The primary

critaciOn for this allocation is that it be a portion of

cost which can justifiably be charged to this group of

patients.

The coverage provided by Medicare is subject to limits

and modifications. One of these is the in-patient hospital

deductible. This provides for the payment of the first

forty dollars of hospital expense by the patient.1 9  In

Texas, old age assistance recipients have this deductible

paid by the state. Another of the limiting factors is that

this care must be received in a certified hospital. Care

is limited to a semi-private room unless medical necessity

is certified by the attending physician.20 Another provision

U. S. Social Security Administration, Health Insurance
for the.Aged: Principles of Reimbursement for Provider Costs
(Washington, 1967), p. 11.

18Ibid. pp. 5-21.

l9U. 5. Statutes at Larze, LXXIX, Part I, 293, Sec. 813
(1965)

2U. S. Social Security Administration, Health Insurance
for the Aged: Hospital Manual (Washington, 19677. 22,
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is the coinsurance clause. This clause provides for the pay-

ment of one-fourth of the in-patient deductible, i.e., ten

dollars per day, by the patient after sixty days confinement

in one spell of illness. Payment ceases after ninety days

of confinement in one spell of illness.21

Comparatively, the Medicare Act is more inclusive than

any prior public provisions for health care of the aged.

The Kerr-Mills Act covered only 230,000 aged in Texas;

Medicare covers 877,000.22 The provisions for payment are

different. Medicare pays on a calculated reasonable cost

as opposed to a flat rate payment. While the deductible

and coinsurance clauses of Medicare have no comparable fea-

ture under Kerr-Mills, the flat rate payment probably had

the effect of making someone coinsurer from the first day.

If the costs were greater than the provisions for payment,

either the patient, relatives, insurance companies, or the

hospital became in effect coinsurers,

To sum up briefly, Medicare provides greater coverage

for a far larger segment of the American people than did any

prior laws in this area. Of the nineteen million enrollees

under the hospital plan, only about two million were covered

under prior laws.23 Medicare paid on a nationwide basis

21US, Statutes at Large, 295, Sec. 815.

22 Texas. State Department of Public Welfare, Annual
Report, p0 2.

23"lCurrent Operating Statistics," Social SecurityL
Bulletin, XXX (September, 1967), 25.
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during the first ten months of the program for an average

thirteen day stay. Medicare paid an average of $575 per

patient, or $44.25 per patient day. This is a higher rate

of payment than under Kerr-Mills.24 The cost for the first

year of Medicare nationwide was $891 million for three and

one-fourth million beneficiaries. Taxes for the program

were $909 million in 1966, and the program was considered

to be a success.25

2 4Arthur E. Hess, "Medicare t s Early Months: A Program
Round-Up," Social Secur Bulletin, XXX (July, 1967), 6.

2 5 Robert M. Ball, "Medicare t s First Yetar,"Social
Security Bulletin, XXX (July, 1967), 3.



CHAPTER III

THE HOSPITAL AND HOSPITAL SERVICE AREA

The Hospital

Flow Memorial Hospital is located in Denton, Denton

County, Texas, It was first dedicated September 3, 1950,

as a sixty-bed unit. The financing for the construct tion

of the hospital was a joint effort by the city and county

governing units. Additional funds were received through

a bequest from Mr. Homer E. Flow, for whom the hospital

was named. This facility was enlarged in 1959, once again

through the joint efforts of the city and county, aided by

a grant unider the Hill-Burton Act an.d a gilt from Mrs.

Ada Raley. This expaision added sixty-two beds to the

original sixtj, giving stated plat capacity of 122 beds.

This hospital is a city-county owned and operated

facility. The governing body of the hospital is the

Board of Directors. There are sevei directors. Three of

these are chosen by the city, three by the county, and

one jointly, or at large. They serve six year terms,

This governing body appoints a professional administrator

1 Unpublished report of Flow Memorial Hospital, Denton,
Texas,

16
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upon whom the bulk of the administrative duties falls. He

serves subject to the pleasure of the Board of Directors.

The hospital medical staff is elected by the medical

staff and approved by the Board of Directors. The procedure

for election of a new doctor to the staff is for him to apply

to the credentials committee of the medical staff. Upon

approval he is then referred to the whole staff. He is

then approved by the Board. The entire medical staff is

re-elected once yearly.2

The original stated plant capacity at Flow Memorial

Hospital was 122 beds. Beds have been placed in areas

which were designated for other purposes, and in periods of

over utilization even the halls have been used. In both

the study years, the real plant capacity was 138 beds. There

were twenty-six beds in private rooms, including four beds

which were classed as isolation beds, ninety-six beds

classed as semi-private, two beds to a single room, and

sixteen ward beds. The ward beds were in four, four-bed

wards. The hospital also had an intensive care unit.3

The hospital did have facilities for surgery, labo-

ratory tests, x-ray, and electrocardiogram. In the first

year of the study years, pathology was done on a consulting

2 Statement by Jerry Smith, Administrator, Flow Memorial
Hospital, Denton, Texas, May 3, 1968.

3"Hospital Room Charge List," unpublished reports,
Flow Memorial Hospital, Denton, Texas, 1965-1967.
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basis. In the second year a resident pathologist was hired,

first on one-half time and later on a full time basis.

Patients are admitted to the hospital on orders of one

of the staff physicians. In the instance .of emergency room

patients, they are admitted either by the family physician

or the physician on call. Discharges are made on the order

of the attending physician,

Hospital policy is first to provide for the care of the

patient, then to be concerned with payment. Those patients

who are financially able are expected to pay the hospital

charges for their care.4 There was, during this period, no

definite criteria for the charging-off as charity, or bad

debts, those accounts which remained unpaid. The hospital

made an effort to collect for care, and if it failed, the

account was assigned to a collection agency. The account

charged-off and the account kept active were tric tly

discretionary matters.

The hospital is expected to meet its own operating cost;

that is, there has been in the past no operating subsidy

received from either the city or county. 5

Flow Memorial Hospital was accredited by the American

Hospital Association. This accreditation made it eligible

6for medicare patients when the program began. To receive

4 Statement by Jerry Smith. 5 lbid.

6.U.. . Social Security Administration, Health Insurance
for the Aed: Conditions of Participation for Hospitals
(Washington, 1966)-,7p. 1.
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this accreditation, the hospital had to meet certain minimum

standards as to medical records, plant facilities, et cetera.

The hospital was required to receive patients in accord with

Title VI of the Civil Rights Act of 1964.

The Area

Flow Memorial Hospital was the only facility of its

type in Denton County. The predominant group of patients

at the hospital in the time period of this study were res-

idents of the county. In the calendar year of 1966 county

residents accounted for 96.5 per cent of the total patient

load at the hospital. The remaining 3.5 per cent were

residents of various areas, with a few out-of-state

patients.8 The characteristics of the county residents

should be reflected by the hospital patients.

Denton County, Texas, is located in north central

Texas immediately north of Dallas, Texas, and makes up a

part of the Dallas Standard Metropolital Statistical Area.

In 1960 the total population of the county was about 47,000

people.9 The county population was estimated to be 61,000

U. S. Social Security Administration, Health Insurance
for the Aged: Hospital Manual, p. 7a

8 Computed from medical records of Flow Memorial Hos-
pital.

9U. S. Bureau of the Census, U. S. Census of Popula-
tion: 1960. Number of Inhabitants, Texas. Final Report
(Washington, 1961), p. 45-249.
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110
in 1965. This was at the beginning of the first year of

the study. This was an increase of 14,000 people for a five

year period, or approximately 28 per cent, a relatively fast

growing area. The components of this increase were natural

increase and net migration. Natural increase was responsible

for 3,000 of the population gain. Net migration accounted

for the balance of the gain, or 11,000. The increase for

the five year period was in excess of the ten year increase

of 1950-1960, The total increase for 1950-1960 in the

Denton County population was about 15 per cent.

The components of change were different for the time

periods. Natural increase made the larger contribution in

the 1950-1960 period. Net migration was responsible for the

major part of this increase from 1960-1965. In the first

period, the natural increase rate was 13 per cent, and net

migration was 2 per cent. In the second period, net migra-

tion accounted for a 22 per cent increase, and the natural

increase rate was 6 per cent. The natural increase rate

was reasonably stable, but net migration had an accelerated

rate.

1U. S. Bureau of the Census, Population Estimates:
Estimates of the Population of Standard Metropolitan Areas
July ., 196 , With Estimates for Metropcolitan Counties and
Components of Change 1260-12 (Washington, 1967),p4 17.
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The population of Denton County in 1960 was classified

as 65 per cent urban and 35 per cent rural." The net migra-

tion and natural increase increases in population probably

contributed more to the urban than the rural segment of the

population,

The population contained 4,600 aged people in 1960.12

This was 10 per cent of the total population of the county,

If this percentage was constant for the increase in popula-

tion due to net migration, the 1965 aged population of the

county would be 5,700 people, or 9 per cent of the total

population for this year. The enrollment under the medi-

care program as of July 1, 1966, was 5,165.13 This number

was probably a reasonably accurate count of the total aged

people in the county at that time. Assuming that it was,

then the aged population had increased 600 people, but

had declined to 8.5 per cent of the total population.

The total population median age of Denton County in

1960 was approximately twenty-five years. This compares

to a statewide median age of twenty-seven years and a

UIf. S. Bureau of the Census, U.S. Census of Porula-
tion: _120; P. 45-60.

12 Ibid.

U. S. Social Security Administration, Health Insurance
Enrollment Under Social Se Number of persons by State
and County, July _, (Washington, 1967), Table 2.
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median age for urban areas of about twenty-six years.' 4

Denton County median age was somewhat lower than bothother

groups. This occurred at the same time that the per cent

of older people was higher than for the state or other urban

areas. The statewide percentage for the aged was about 8

per cent, and the percentage for other urban areas was 8.15

The only ethnic or minority group within the county of

any size in 1960 or 1965 was the Negro. These people made

up 6 per cent of the total population in 1960.16 No recent

statistics were found as to changes in this percentage. No

significant changes have occurred in other areas to suggest

either a large decline or increase in the number of these

people.

Income in the county was derived from a variety of

sources. In 1960 there were 18,9O00 in the Denton County

work force. Of this number, 14,000 worked in the county,

3,000 worked in Dallas County, and 800 worked in Tarrant

County. The balance worked in other areas. Some 22 per

cent of the work force was employed outside of the county.

If the work force increased at the same rate as the

estimated population, there was a work force of 26,000

U. S. Bureau of the Census, U. S. Census of Popoula-
tion: l'L,- p. 45-55, 56.

15 Ibid. I6id.,p. 45-60.

U. S. Bureau of the Census, U. S. Census of Popula-
tion: , Subj ctReo ts. Journey to Work. Final Report
(Washington, 196Q), p. 30.
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people in the county in 1965. Of this number at least 6,000

were employed outside of the county. It is probable that a

larger number than this commuted from Denton County to work,

as the net migration rate was increased as a result of the

growth of the adjoining metropolitan area. The importance

of Denton County as a "bedroom" increased.

Employment within the county was provided by agricul-

ture, manufacturing, services, trades, and the government.

Although 36 per cent of the population of the county was

classified as being rural in 1960, not all of these people

were engaged in agriculture. The Census of 1Ariculture,196

recorded 1,707 farms in the county. The compositon of

these farms was 501 part-time farms, 222 retirement farms,

and 984 commercial farms.'9  The agricultural portion of

employment came from this source.

Manufacturing in Denton County in 1963 employed about

1,700 people. This employment was offered by several small

firms. There was a total of fifty-four separate establish-

ments in the county. Only fifteen of these establishments

had twenty or more employees, and only three had 100 or

more employees.20

U. S. Bureau of the Census, Census of_ Ariculture,
196L. Statistics for the State and Counties, Texas (Washing-
ton, 1967), p. 317.

19U. S. Bureau of the Census, County and City Data
Book,12_Z (Washington, 1967), p. 357.

2030Ibi;&d, p. 359,
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The service industry was not a large employer within

the county. It employed 541 people in 1963. There were

352 service establishments in the county, although only 174

furnished employment for other than the owner.21

Retail and wholesale trade employed about 2,600 people.

This was the largest employment group within the county. In

addition to the employees, this area of economic activity

provided employment for abont .600 self-employed. The wage

scale for this type of employment was less than that of

either the service industries or manufacturing.

The largest governmental employment came through

education. The public school system in the county employed

about 600 people in 1964. The system of higher education

employed approximately 1,000 professional people in 1964 in

addition -to the staf f and maintenanc e personnel. 23 Other

areas of governmental employment were county officials and

employees and state and federal Denton based employees.

These sources offered employment to about 600 people in

the county.2 4

21. .bid.

22 Texas. Education Agency, Annual Statisti.cal Report
96/ (Austin, 1965), p. 2.

23U.S. Office of Education, Faculty _and Other Pro-
fessional Staff .in Institutions of jher Education, First
Term 126L-1964 (Washington, 1966), pp. 84-86.

24+U. . Bureau of the Census, County and City Data

k 1.', p. 355.
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Other income was provided to the county by the Social

Security Administration through payments made to 6,000 recip-

25
ients, and various types of welfare payments to another

1,600 people.2 6

The economy of Denton County was dependent upon the

usual range of economic activity with possibly a greater

dependence on governmental activity than was common. This

same activity should contribute to the stability of the

activity. The income to the residents was not high compar-

atively. The median income for the county was $4,600 in

1960. The Dallas County median income for the same period

was about $6,200.27

The county was growing and changes have occurred since

the available data were gathered, but the preceding statements

should present a reasonably accurate description of the

county in the period 1965-1967.

2 5 Unpublished report from Social Security Regional Office,
Dallas, Texas, 1967.

26 Texas. State Department of Public Welfare, Annual
Report, :l9(; (Austin, 1965), p. 75.

27 IfMU. S. Bureau of the Census, U. S. Census of Po.u-
lation: 1960., pp. 45-414, 45-422,



CHAPTER IV

HOSPITAL OPERATIONS, TOTAL PATIENTS, DAYS OF CARE,

AND COST OF CARE FOR FLOW MEMORIAL

HOSPITAL, DENTON, TEXAS

The impact of medicare should be reflected not only in

changes in the care and composition of the medicare group of

patients, but also, in changes in the overall operation of

the hospital itself. To determine the impact of medicare,

it will be necessary to isolate and examine various aspects

of total operations with special emphasis upon the role of

the medicare group in these operations.

It was predicted that with the inception of medicare

the hospitals would be flooded with older people, and that

this influx would create a strain upon hospital facilities,

Table I presents the total patient load at Flow Memorial

Hospital for the fiscal years 1961 through 1967.2  It indi-

cates total patients, net patients, aged patients, and their

relative importance to total and net patient load.3 The

net patient figure was calculated by doubling the newborn

Brewer in "Crisis Near in Medical Care," p. 40.

2 Fiscal year denotes a standard fiscal year (July 1
through June 30) unless otherwise noted.

Net patients were computed to avoid statistical distor-
tion due to fluctuations in the number of maternity patients.

26
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figure and subtracting it from the total patient number.

Multiple births were disregarded in this calculation.

TABLE I

DISTRIBUTION OF PATIENTS, TOTAL ,ET, AND
AGED GROUPS, FISCAL YEARS 1961-1967,

FLOW MEMORIAL HOSPITAL

Aged Aged
Fiscal Total Net* Aged Patients Patients

Year Patients Patients Patients Per Cent Per Cent
of Total of Net

1961 5884 4,166 662 113 16.0

1962 6,518 4,630 786 12,1 17.0

1963 6,915 5,132 907 13.1 17.7

1964 7,521 5,715 1,048 13.9 18,3

1965 7,648 5,780 974 12.7 16.9

1966 7,435 5,663 982 13.2 17.3

1967 7,380 5,618 1,115 15.1 19.8

SourCe: Computed from Comparative Report of Profess
Performance and Patient Admission Register, Flow Memoria
Hospital (Fiscal years 1961-1967)

*Net patients equal total patients less mothers and
newborn,

ional
1

The number of total patients increased for the first

five years. The peak patient number was reached in 1965.

Net patients followed a similar pattern, Aged patient

numbers increased in each year except 1965. This number

was less than in 1964. The absolute high number of aged

was in the 1967, or medicare, year. The variation in the
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relative importance of this group ranged from a low of 11

per cent of total patients in fiscal 1961 to a high of 15

per cent in fiscal 1967, an increase of 4 per cent. The

percentage range of the medicare group to net patients was

the same (4 per cent). The sixty-five year and older group

comprised 16 per cent of net patients in 1961 and about 20

per cent in the first year of medicare (1967).

No reason was found for the decrease in both total and

net patients for fiscal 1966 and 1967. If the increase in

total patients had remained constant with no increase in

the aged numbers, the relative importance of the medicare

group would have declined. The average annual patient

increase for the first four years was.441. If this trend

had continued through fiBcal 1966 and 1967, the aged patients

percentage would have been 13 per cent in 1967, an increase

of 2 per cent over 1961. The average net patient increase

was 404 for the first four years. A continuation of this

trend would have resulted in the medicare group accounting

for 17.4 per cent of t{he net patient number in 1967. This

would have reflected an increase in importance of this group

to the net patient load of 1.4 per cent.

The rate of increase in the medicare group over the

time period was not constant (Table I, Column 4). The

total increase in this group was from 662 (1961) to 1,115

(1967). The rate of increase varied from about 16 per cent

in 1961 (over 1960) to minus 7.6 per cent in 1965 (over 1964).
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When fiscal year 1964 was excluded, the rate varied from 16

per cent (1961) to .8 per cent (1966).

The medicare year (1967) increase was about 12 per cent.

This was greater than two of the annual increases (1965, 1966)

and less than three of the annual increases (1962, 1963, 1964).

Again if fiscal 1964 increase is excluded, the medicare ine

crease is less than two and greater than two of the yearly

increases.

Days of Care

Closely allied to total and net patient load is total

days of care provided patients. These figures are presented

in Table II. The net days of care were calculated by dou-

bling the days of care provided to newborn infants and

subtracting this from total days of care provided. It is

possible that the mother might be discharged prior to her

infant; however, rarely does the infant leave the hospital

prior to the mother. The days of care provided the aged

group were known only for the 1966 and 1967 fiscal years.

Table II has a similar pattern to the total patient

load table (Table I). As patient load increased so did days

of care;, however, the peak year for total patients was 1965,

while days of care continued to increase through 1966. Total

days of care decreased moderately in fiscal 1967. The dis-

crepancy between peaks was due to the increase in mean days

stay and a change in the composition of the total patient load.
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TABLE II

DISTRIBUTION OF PATIENTS BY DAYS OF CARE AND
AVERAGE LENGTH OF STAY, FISCAL YEARS

1961-1967, FLOW MEMORIAL HOSPITAL

Days of Care Average Length of Stay
Fiscal
Year Total Net Aged Total Net Aged

1961 29,142 22,595 * 5.3 5.4 *
1962 33,991 27,109 * 5.2 5.9 *

1963 55,502 29,244 * 5,1 57 *

1964 39,894 33,236 * 5.3 5.8 *
1965 40,611 33,999 * 5.3 6.0 *

1966 41,080 34,152 9,134 5.5 6,0 9.3
1967 40,760 33,720 10,370 5.5 6.0 9.8

-Sour ce:Computed from Comparative Report of Professional
Performance and Patient Admission Register, Flow Memorial
Hospital (Fiscal Years 1961-1967) and Table I.

The aged group for known years had a longer average

length of stay than either the total or net patient groups.

The aged length of stay was 169 per cent of the average stay

for all patients and 155 per cent of net patient stay for

fiscal 1966, The percentages of aged length of stay in 1967

were 164 per cent of net patient stay and 178 per cent of

total patient stay respectively.

The two known lengths of stay for the aged are shorter

than prior studies would indicate. The Department of Health,
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Education, and Welfare made studies of the years 1958-1960

and the year 1963-1964. In the southern region of the United

States the aged group had an average stay in short-stay hos-

pitals of 12.3 days in the 1958-1960 period.4 The second

study had these people staying for an average period of 10.5

days.5 The differences for the fiscal 1966 year would be

three days less than 1958-1960 years and 1.2 days less than

1963-1964 year. The 1967 figures were also less. The 1967

average stay at Flow Memorial Hospital was 2.5 days less

than the 1958-1960 study and .7 days less than the 1963-1964

study. The Department of Health, Education, and Welfare

studies were based on interviews and samples and subject to

some error.

The Cost of Care6

The average cost of hospital care per day has increased.

The national cost per day for all types of hospitals advanced

from $19.73 per day in 1962 to $27,94 in 1966.7 In the same

U. S. National Health Survey, Hospijtal Discharges and
th of Stay: Short-StUayHositals, United States, A

A2IQ, p. 19.

U. S. National Health Survey, Hospital Dischares and
Lenth of_ tay: Short-Stay jsptals, United States j1

, Health Statistics, series B32 (Washington, 1966), p. 33.

The cost of care is the average cost of hospital
services per patient per day.

7 "Hospital Statistics, Table 3," Hosjpitals, XXXVII
(August, 1963), 457 and "Hospital Statistics, Table 3,11
HospitalsXL (August, 1966), 449.
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time period the cost per day at state and local governmental

short-term hospitals in Texas advanced from $33.97 to $45-05.8

Flow Memorial Hospital reflects the Texas trend in hospital

cost. Table III presents the average per day hospital costs

at Flow Memorial Hospital by type for fiscal 1963-1967.,

The cost per day of care was computed by adding hospital

income and loss and dividing this amount by total days of

care provided (Table II). Hospital loss was calculated at

the average rate of bad debt charge-offs for the period.

The hospital lacked a consistent policy on bad debts during

this period, and the range of charge-offs was from $217,798

in fiscal 1964 to $9,670 in the nine months of 1963.10 The

mean rate was about 10 per cent of yearly income. This was

the loss rate used, No separation of the cost of care for

maternity and newborn patients was made except that nursery

and delivery room were included under nursery.

Included under x-ray is not only the hospital part of

the total charge for x-ray services, but also the radiolo-

gist's charges. These charges were separated in the medicare

8 Ibid., p. 469 and p. 461.

9Prior years were excluded because the hospital account-
ing system was changed in 1963 to a fiscal as opposed to a
calendar year. The hospital fiscal year is September 1
through August 31. The fiscal year 1963 is estimated on the
basis of nine months, January 1 through August 31, 1963.

10
Annual audit, Flow Memorial Hospital, January 1, 1963,

through August 31, 1963, p. 4 and hospital fiscal year 1965,
p. 4.



33

year, but combined in previous years, so they were included

to preserve comparability.

TABLE III

AVERAGE COST PER DAY OF HOSPITAL CARE,
BY TYPE, FISCAL YEARS 1963-1967,

FLOW MEMORIAL HOSPITAL

Item of (are 1963* 1964 1965 1966 1967

Average Cost of
Care Per Day** $34.72 $37.22 $37,99 $43.08 $50.25

Room and Care 13.65 14.66 14.74 17,99 22.34

X-ray 3.70 3.60 3.40 3.86 4.18

Drugs 5.06 5,34 5.,97 6.21 5.85

Laboratory 5.09 4.56 4.46 4.65 5.60

Operating Room
and Anesthesia 2.85 3.98 4.18 4.89 3.97

Oxygen .70 1.11 1.08 1.28 1,29

Supplies 1.32 1,40 1.68 1.60 1.72

Miscellaneous*** 1,04 1.32 1,19 1.35 3,57

Nursery 1,04 1.14 1.19 1.25 1,79

Source: Computed from Annual audits and Income and
statement of operations, Flow Memorial Hospital, hospital
fiscal years 1963-1967 and data in Table II.

*1963 year estimated on basis of nine months report.

**Components may not add to totals due to rounding.

***Misc ellaneous includes items of blood, EKG, physical
therapy, as well as those items accounted for as miscel-
laneous.
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The same type of situation as x-ray existed as to

pathology. The doctor's charges were separated in the

medicare year. In previous years, these charges had come

under the heading of laboratory charges, and are so con-

sidered in Table III.

The total cost per day of hospital care at Flow Memorial

Hospital increased in each year included in Table III, with

the largest increase coming in the final year. The range

of increases was from a low of $0.77 in 1965 to the high of

$7.17 per day in 1967.

The components of a day of care advanced over the

period. This advance was not constant. The cost per day

of drugs was higher in fiscal 1965 and 1966 than in fiscal

1967.11

The cost per day of operating room and anesthesia was

higher prior to the final year. The peak cost per day for

this service was in 1966, and the 1965 cost exceeded that

of the final year.

The final years cost per day for oxygen was nearly

equaled by the preceding year. The low cost for this service

was in 1963.

The rate of increase was not constant, While the high

cost of these components was usually in the final or medi-

care year, with the noted exceptions, there were increases

11 Hospital fiscal year.



and declines over the period of years. Examples of these

variations were laboratory services, supplies, and miscel-

laneous. The cost of these items reached high points, then

declined, then increased again in the medicare year.

The per unit cost of hospital services has at least

remained constant over the period. There is no evidence to

justify a conclusion of declining costs, so the variation in

cost per day for these hospital services probably results

from varying rates of utilization.

Perhaps a clearer picture of the advances in the cost

of a day of hospital care would be given by a relative com-

parison of the various years. Table IV gives these figures.

This table was computed from Table III using 1967 as a base

of 100 points.

The average cost per day of care increased about thirty-

one points in the five year period. The average rate of

increase was about eight points per year. The range of this

increase was from a high increase of fourteen points in 1967

to a low increase of 1.6 points in 1965 (Table IV).

The average cost per day of care for the aged group of

patients in 1966 and 1967 was $33.91 and $37.55 respectively.

This was 78.7 per cent of the average cost per day of care

in 1966 and 75 per cent of average cost per day in 1967.12

The medicare year cost per day for this aged group was

12 Computed from patient records and accounts, Flow
Memorial Hospital and data in Table III.
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adjusted by 9 per cent. This is the medicare allowance, This

allowance, which varied from 8 per cent to 10 per cent, was

the amount which the Social Security Administration considered

to be in excess of reasonable cost.1 5  If the 1966 year is

adjusted by 9 per cent, the 1966 medicare group cost is 72

per cent of average cost. This would indicate an increase of

3 per cent in 1967 instead of a decline of about 4 per cent.

TABLE IV

AVERAGE COST OF A DAY OF CARE, FISCAL YEARS 1963-1967,
FLOW MEMORIAL HOSPITAL (1967 = 100)

Item 1963 1964 1965 1966 1967

Average Cost of
Care Per Day 69.1 74.0 75.6 85.7 100

Room and Care 61.1 65.6 66.0 80,5 100

X-ray 88.7 86.3 81.5 92.6 100

Drugs 86.5 91,3 102.1 106,2 100

Laboratory 90.1 81.4 79.6 83.0 100

Operating Room
and Anesthesia 71.8 100.1 105.3 123.2 100

Oxygen 54.6 86.7 84.4 100,0 100

Supplies 76.7 81.4 97.6 93.0 100

Miscellaneous 29.1 37,0 33.3 37.8 100

Nursery158,1 63.6 66.4 69.8 100
Source: Computed from data in Table III.

13 Interview with W, P. Finch,
of Flow Memorial Hospital, Denton,

Assistant Administrator
Texas, May 1968.
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Poom and Care

The increase (1963-1967) in room and care costs accounted

for 52 per cent of the average cost per day of stay increase.

This charge advanced thirty-nine points over the five year

period (Table IV). The greatest increase came in the medi-

care year. This increase was 19.5 points. The average

increase (1963-1967) in this area was about ten points.

The room and care costs for the medicare group increased

in the fiscal year 1967. The cost of room and care in 1966

for the aged group averaged $16.97 per day. The average

cost in 1967 was $22.51 per day. This was an increase of

$5.54 per day. The per cent increase between years was about

25 per cent.14 This exceeded the average patient room and

care increase for the same time period by 5 per cent. When

the 1966 year was adjusted by the 9 per cent allowance as was

the 1967 year, this per cent of increase became 32 per cent,

and exceeded the average patient room and care increase by

12.6 per cent.

This increase in the cost per day for room and care for

the aged, in excess of the increase for all patients, reflected

the change in the type of accomodations used by the aged group.

In fiscal 1966 this group occupied 93 private rooms, 675

semi-private rooms, and 214 ward beds. They occupied 220

private rooms, 827 semi-private rooms, and 68 ward beds in

'4 Computed from patient records and accounts and data
in Table III.
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1967.15 On a per cent basis in 1966, 9.5 per cent occupied

private rooms, 68.7 per cent occupied semi-private rooms,

and 21.8 per cent were in wards. In 1967, 19.7 per cent of

the aged group were in private rooms, 74.2 per cent were in

semi-private rooms, and 6.7 per cent were in wards. There

was a significant shift in this period, both absolutely and

relatively in the type of room utilized by this group.16

The cost per day for x-ray increased both absolutely

and relatively over the period. This increase ranged from

a high of $0.46 per day in fiscal 1966 (over 1965) to a

decline of $0.20 in 1965 (over 1964). The increase for the

medicare year was $0.34 (Table III). The relative increase

ranged from about eleven points in 1966 to minus five points

in 1965 (Table IV). The average increase was 3.6 points

per year.

The aged group of patients had an increase in this area.

The cost for this portion of hospital care was $2.83 per

day in 1966 and f3.11 per day in 1967. Part of this increase

resulted from the increased utilization of these services by

15/alculated by room rate and room number. Room type
of longest use was used.

If the same type o room had been used by the aged
in 1966 as in 1967, the increase in revenue to the hospital
would have been $13,748. This would U've been a 1.9 per
cent increase in room andIcare revenue and a .8 per cent
increase in total revenue.



39

this group. In 1966, 658 people of this group had x-rays,

and in 1967, 809 received x-ray treatment. The per cent

change was from 67 per cent in fiscal 1966 to 72.6 per cent

in the medicare year. The cost per day for the portion of

the aged group receiving x-ray treatment changed moderately.

The per day cost for them was $4.19 for fiscal 1966 and

$4.29 for 1967. When 1967 was adjusted by the medicare

allowance, the cost was less for those receiving treatment

by $0.29 per day. The cost of increased use of x-ray was

modified through a rate reduction. The rate reduction was

6.9 per cent over the previous year. The cost of x-ray in

1966 for the aged group was $25,993. The cost for x-ray

to this group of people in the medicare year, adjusted by

the allowance, was $31,020. The average bill was $39.13

for the first year and with the allowance, $38.24 for the

second year. The total increase in cost would then. be

less per patient but greater for the group,

Drugs

The per day cost for drugs increased for the period

covered in Tables III and IV. The high cost per day for

this item was reached prior to the medicare year in 1966.

The cost per day in this year was $6.21 (Table III). The

decrease in cost per day for drugs from 1966 to 1967 was

$0.36 per day.
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On a relative basis the cost of drugs in fiscal 1966 was

106.2, or 6.2 points higher than the medicare year (Table III).

The low of the 1963 year was 86.5, or 13.5 points lower than

the medicare year. The average increase was 3.6 points per

year.

The aged group of patients had an average per day drug

cost oi f$4.48 in 1966 and $4.95 in the medicare year. The

medicare year was subject to the medicare allowance, and

when this adjustment was made, the cost was $4,40 per day.

When the calculations were limited to those people who,

actually received drugs, the result's were similar. The

percentage of these patients in each year receiving drugs

was 97 per cent. The charges to this 97 per cent of the

nedicaire patients were 94.62 per day (1966) and $5.06 (1967).

When the medicare allowance was taken, the figures were

t4.62 and $4.61 respectively.

Laboratory

The cost per day for laboratory services advanced as

did the other components of hospital care. The actual in-

crease per day for this portion of total care was $0.51

per day. The high cost per day came in fiscal 1967.17

This cost to total patients was 95.60 per day. The low

cost per day was in 1965. This cost was $4.46 per day

(Table III).

'7Hospital fiscal year.
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On a relative basis this was a 9.9 point increase from

1963 to 1967 (Table IV). The increase from 1965 to 1967 was

twenty points with seventeen points of the increase coming

in the final year. This increase may be partially explained

by the inclusion under this heading of pathology. Flow Memo-

rial Hospital had a resident pathologist for a portion of the

last year.1 8  This work had been done on a consulting basis

before this time.

About 98 per cent of the medicare group had some type

of laboratory work done in 1966. This percentage was 97 in

1967. The mean cost was $3.74 per day for 1966 and $3.88

for 1967. The medicare allowance applied to this charge;

therefore, the per day cost to the medicare patient was

$3.53. This was lower than the preceding year on a daily

basis. The use of the laboratory was slightly less for the

aged group in 1967, and the payment per day was slightly less.

Operation oom an Anesthesi 1 9

The cost for these items of hospital care on a per day

basis increased between 1963 and 1967. This cost ranged

from $2.85 per day to $3.97 per day for all patients. A

high was reached on a per day basis in 1966 when the cost

was $4.89 (Table III). The increase on a relative basis

l8 Interview with Jerry Smith, Administrator, Flow
Memorial Hospital, Denton, Texas, May, 1968.

19 These two hospital services are closely related and
are placed under the same heading.
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was twenty-eight points. The range was about fifty-one

points, and three of the five years had higher cost per day

for operating room and anesthesia than did the medicare

year (Table IV). This increase in the cost per day for

operating room and anesthesia did not follow any readily

discernable pattern. The rate per day was higher in fiscal

1966 than in fiscal 1967, but total operations performed

were higher in 1967- 1870 to 2017.20 The ratio: was lower

in 1967. In that year one of each 2.8 net patients received

some type of operation; this ratio was one to 3.1 in 1966.

A similar pattern was present in the other years. One

possible explanation for this phenomena was the nature of

the operations performed. If the 1966 operations were pre-

dominantly major as opposed to minor, this would increase

the cost per operation and cost per day of care. These

statistics were not kept for the 1966 year. The mean cost

per operation for facilities was $107.69 in 1966. The low

mean cost for facilities was $70.04 in 1965, and the

average mean cost for the five years was $85.62. This

indicated a greater incidence of major surgery.

In the two years for which total statistics were

available, the aged group had an increase in the cost per

day for operating room and anesthesia from 1966 to the

medicare year. This increase was from $1.0) to 91.32 per

2Cr
computed from Comparative reports of professional

performance, fiscal years 1962-1967, Flow Memorial Hospital.
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day. When the medicare allowance was subtracted from the

$1.32, this amount became $1.21, and the increase in cost

was $0.16 per day (15 per cent),

The ratio changed from one year to the other. In 1966

one patient of each 7.4 received some type of operation,

The ratio for 1967 was one of each 5.3. The average mean

cost of operations was nearly constant from one year to- the

other. The average cost per patient was $70.82 in 1966 and

$69.41 in 1967. The adjusted average cost for 1967 was

$63.10, or about 11 per cent less than 1966. The cost per

patient indicated no basic change in the type of operation,

but the ratios indicated a higher incidence of operations

in the medicare year.2 1

Total and relative costs per day for this item are pre-

sented in Tables III and IV. The cost for this item of care

has increased over the five year period. For the last two

years this cost was constant. The large increases came in

fiscal 1964 and fiscal 1966. These increases probably re-

flected an increase in the cost of oxygen rather than a

change in treatment.

21If operations were the same in 1966 as 1967 for the
aged group, they would have received forty-nine additional
operations. This would have increased operating room income
$3119. It would have increased room income 1.5 per cent
and total income .01 per cent.
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The use of oxygen by the aged was higher in 1966 than

in the medicare year. The cost per patient day of care for

the aged was $1.34 (1966) and $1.21 for the medicare year.

When the medicare allowance was taken, the 1967 year cost

per day was $1.12. The cost per day for the aged utilizing

this service was $6.20 per day in 1967 and $7.42 per day in

1966. Medicare had either no effect or a reverse effect on

this item of care.

Medical and g ur ic LpIJ

The cost of this item of hospital care, as presented

in Tables III and IV, increased over the five year period.

The range of increase was from $1.32 (1962) to $1.72 (1967)

per day. There was some increase in each year.

From Table IV the relative increase was about twenty-

three points for the time period. The average increase was

six points per year. The increase from 1966 to the medicare

year exceeded the average by one point. This increase

probably reflected increased cost rather than increased use.

It is probable that the increase in surgery caused an in-

crease in the use of dressings.

The aged had an increase in the cost of this item of

hospital care. The cost per day with the allowance deducted

increased from $0.95 (1966) to $1.12 (1967). The percentage

increase was about 15, or more than twice the rate of in-

crease for the average patient group. When those patients



utilizing this service were considered, the cost increase was

less. The cost was $1.83 in 1966. The medicare year adjusted

cost was $1.97. The percentage increase was 7 per cent,

identical to the average patient increase. The increase in

the cost of supplies was related to the increase in surgery.

There was 109 absolute increase in aged patients using sup-

plies. This was a per cent increase of 4.5.

Supplies constituted a very small part of total revenue

to the hospital, ranging from 3.4 (1963) to 4.4 per cent

22
(1967). The increase in use and cost of this item at the

level indicated would have had little impact upon the hos-

pital,

Misc ellaneous

Under the miscellaneous heading were included bloogt,

physical therapy, electrocardiogram and items the hospital

listed as miscellaneous. This was done in the accounts

prior to 1966, and to preserve comparability these items

were continued under this heading.

The cost for this group of hospital items increased in

four of the five years and indicated a significant increase

in 1967. The dollar increase (Table III) was from $1.04

(1963) to $3.57 (1967). The increase based on 1967 was

sixty-two points (Table IV). A portion of this increase

22 Computed from annual audits, fiscal years 1963-1967,
Flow Memorial Hospital.
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came through an increased use of physical therapy and electro-

cardiogram. The income from physical therapy increased from

$14,448 (1966) to $19,860 (1967). The increase in income from

electrocardiogram advanced from $5,220 (1966) to $26,356 (1967).

Another large increase came in items listed as miscel-

laneous. The increase in total revenue in this area was from

$12,622 (1966) to $43,165 (1967). The income from blood de-

clined slightly. The 1966 figure was $18,058 and 1967 figure

was $16,595,

The per unit charge was constant during the period for

electrocardiogram and physical therapy, so the increase in

cost resulted from increased utilization of these facilities

by the total patient group.

Cost per day for those items of care considered as

miscellaneous increased in 1967 over 1966 for the aged

group., This increase was from $1.20 per day to $1.84 per

day on an ad justed basis. The increase was about 53 per

cent, 9 per cent less than the increase for all patients.



CHAPTER V

THE SOURCE OF PAYMENT OF HOSPITAL COSTS, FISCAL YEARS

1966-1967, FLOW MEMORIAL HOSPITAL

Aged Patients

The purpose of the Medicare Act was to relieve the aged

of a major portion of the cost of hospital care. The fol-

lowing paragraphs represent an attempt to determine to what

extent the law was successful.

Aged patients represented about 13 per cent of total

patients in 1966 and 15 per cent in 1967 (Table I). Total

hospital payments for aged patients amounted to 17 per cent

(1966) and about 22 per cent (1967) of hospital payment for

all patients

The sources of payment used are old age assistance,

private insurance, private, medicare, and hospital.2

Patient refunds are considered separately. These refunds

result from either more insurance than necessary or a

duplication of insurance and other coverage, i.e., old age

assistance, medicare, et cetera. Table V indicates the

number of payers by source. This table does not distinguish

1 Computed from patient accounts and annual audits,
fiscal years 1966-1967, Flow Memorial Hospital.

2 If the patient does not pay his bill, it is considered

as being paid by the hospital.

L+7
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between partial and full payment of cost. The numbers of

payers by source will not add to total payers due to

multiple payment sources.

Table V does give the per cent and percentage change

in payment sources. The component figures will exceed 100

per cent except for per cent change. The reason for this

is multiple payment sources for most patients.

TABLE V

DISTRIBUTION OF AGED PATIENTS BY SOURCE OF HOSPITAL
PAYMENT, FISCAL YEARS 1966-1967,

FLOW MEMORIAL HOSPITAL

Per Per Per Cent
Source 1966 Cent 1967 Cent Change

1966 1967 1966-1967

Total* 982 100.0 1,115 100.0 0

Old Age
Assistance 327 33.2 166 14,8 -18,4

Insurance 513 52.2 476 42.7 - 9.5

Private 705 71.7 646 57.9 -13.8

Hospital** 129 13.1 90 8.0 - 5,1

Medicare*** 0 0 1,083 97.0 97.0

Source: Computed from patient accounts and admission
records, fiscal years 1966-1967, Flow Memorial Hospital.

*Components do not add to totals due to multiple
payment sources for same patient.

**Hospital loss excluding medicare allowance.

***Medicare went into effect July 1, 1966 (fiscal 1967).
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Table V indicates a change in the relative importance

of the ]primary sources of payment. The following discussion

notes these changes.

QLj Age ssstance

The number of aged dependent on this source for payment

of hospital cost declined from 327 (1966) to 166 (1967).

This was from about 33 per cent of aged patients to about

15 per cent, a per cent change of 18 (Table V).

Possible reasons for the decline a re 1. greater

mobility provided by the Medicare Act; 2. a reduction of

the necessity to apply to this source for aid; and 3. the

lack of information as to possible payment by medicare and

old age assistance.

Private Insurance

This source of payment was less important in 1967 than

in 1966. Private insurance paid a portion of the cost for

37 fewer aged in 1967 (Table V). This was a 9 per cent

decline from about 52 (1966) to 43 (1967),

Medicare was the probable cause of this decline. The

aged probably felt less need for health insurance and

allowed their policies to lapse. They felt that medicare

provided sufficient coverage.
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Private Payment

The change in private payments (Table V) was from 705

(1966) to 646 (1967). In 1966 about 72 per cent of the aged

made this type of payment. Fourteen per cent fewer (58 per

cent) aged made payments from this source in 1967. This

decline indicated an increase in the number of aged who

had full hospital coverage,

Hospital oss

Fewer aged had partial or total unpaid bill inIL%7.

The hospital bore some of the cost for the care of 129

aged in 1966. The 1967 figure was less at 90 (Table V)0

This was a percentage reduction from 13 to 8 (5 per cent).

This reduction excludes the medicare allowance. This

allowance was made for most aged in 1967.

Medicare probably caused this reduction. The burden

of payment of aged hospital cost was shifted from other

sources to medicare.

Medicare

This source of payment was not available prior to 1967,

In 1967, 97 per cent of the aged had a portion of their

hospital cost paid by this source (Table V). The declines

in the use of other sources were absorbed into medicare.
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Patient Refund3

The number of aged patients receiving refunds increased

in 1967 over 1966. The increase was from 111 (1966) to 261

(1967). The per cent increase was from about 11 to 23 (12

per cent). This was slightly less (2 per cent) than the de-

cline in private payment. This increase could be attributed

to medicare. The aged had either failed to adjust to the

extent of medicare payment or were hedging against cat-

astrophic illness.

Amount of Payment

More significant than the number of payers is the

amount paid by each source. These amounts are presented

in Table VI. The amounts as a per cent of the total cost

and per cent changes are also presented. This table is

computed on the basis of the average payment made for the

group utilizing each source. The components will not add

to totals due to the exclusion of private refunds, mul-

tiple sources, and the limited number of source users.

Table VI indicates the change which occurred in pay-

ment by source from 1966 to 1967. Relative and absolute

declines occurred for payment by each source except

medicare.

Computed from patient accounts, fiscal years 1966-
1967, Flow Memorial Hospital.



TABLE VI

AVERAGE HOSPITAL PAYMENT, FOR AGED PATIENTS, BY
PAYMENT SOURCE, FISCAL YEARS 1966-1967

FLOW MEMORIAL HOSPITAL

Per Per Per Cent
Sour ce 1966 Cent 1967 Cent Change

1966 1967 1966-1967

Total* $316.11 100.0 $368.10** 100.0 0

Old Age
Assistance 213.90 67.7 40.32 11.0 -56.7

Insuranc e 221.42 79.0 102.33 27.8 -42.2

Private 149.67 47.3 43.21 11.7 -35.6

Hospital Loss 216.10 68.4 61.94 16.0 -52.0

Medicare 0.00 0 323.85 85.3 85.3

Source: Computed from patient accounts and admission
records, fiscal years 1966-1967, Flow Memorial Hospital.

*Components do not add to totals. Data computed only
for aged using each source, Patient refunds are excluded.

**Adjusted by medicare allowance,

_0la Lg Assistance

The payment per patient from this source declined from

about $214 (1966) to $40 (1967). The per cent change was

a minus 57 per cent from about 68 per cent of average cost

to 11 per cent.

In 1966, 43 per cent of the average cost for old age

assistance patients was paid from other sources as opposed

to 89 per cent in 1967. The most common source of payment
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for the difference in 1966 was private. The greater part of

the 89 per cent was absorbed into the 85.3 per cent paid by

medicare (Table VI). The old age assistance payment of

$40 was, in effect, the medicare deductible clause. Little

or no private payment was required of this group in 1967.

Insurance e

The average insured aged patient had a larger payment

from this source in 1966. This average payment in 1966 was

about $221 (70 per cent) and $102 (28 per cent) in 1967.

In 1966, 30 per cent of average cost was paid by other sources.

Seventy-,two per cent of 1967 cost was paid by other sources.

The 1966 amount was usually paid by private payment, but

not in all cases. Occasionally an old age assistance

patient was insured, and the hospital lost some of the

difference between insurance payment and total cost.

Medicare was the primary source of additional payment in

1967. Medicare plus insurance paid on the average 113 per

cent of average cost.

Table VI indicated a smaller payment by insurance in

1967. Part of the aged group adjusted their insurance

coverage to pay the deductible and exclusions of medicare.

Private PAyment

Average private payment declined from about $150 in

1966 to $43.21 in 1967 (Table VI). The per cent decline

was from about 47 to about 12 (35 per cent).



The reduction of private payment was a result of

medicare. More private payment was required in 1966 to

meet the difference in other sources and average cost.

This payment in 1967 was the equivalent of the medicare

deductible. A large average private payment was not

required when medicare was the only coverage.

Hospital Los s

The average loss for aged patients was $216 in 1966

(68 per cent). This item was $62 in 1967 (16 per cent).

The decline was $154 (52 per cent). From Tables V and VI

hospital loss in fiscal 1966 was about 68 per cent of the

average cost of care for 13 per cent of aged patients,

This was 9 per cent of total aged cost, about 1 per cent

below the average annual charge-off rate (10 per cent) for

all patients. The 1967 loss was 16 per cent of average

cost for 8 per cent of aged patients. The hospital loss

for 1967 was about 1 per cent of total aged costs.

Medicare paid an average of $324 per patient in 1967

(Table VI). This payment was 85.3 per cent of average aged

cost. This source of payment supplemented and reduced the

payments by other sources. Medicare in 1967 paid 85 per

cent of the average cost for 97 per cent of aged patients

(Table V).



Patient Refund4

Patient refunds in 1966 were $77. They increased to

$103 in 1967. The 1967 refund rate ($103) exceeded the

1967 insurance payment rate ($102). Medicare increased

the amount and number of patient refunds.

Total Payment to Hospital for Care
of Aged Patients by Source

Tables V and VI indicate the number of aged using each

source of payment and average amounts paid per person by

each source. These tables do not indicate the total

amount and per cent paid by source. Table VII presents

these figures.

The same sources and time periods as were used in

Tables V and VI were used in Table VII. The insurance

source was adjusted by the amount of patient refunds.

Table VII indicates, with the exception of medicare,

a decrease both absolutely and relatively in each payment

source from fiscal 1966 to 1967. Medicare payment increased

in the same time period. Total payment for this group also

increased from $308,415 (1966) to $423,118 (1967). Medi-

care paid a greater amount in 1967 ($361,125) than was

paid by all sources in 1966.

4Computed from patient accounts, fiscal years 1966-
1967, Flow Memorial Hospital.



TABLE VII

DISTRIBUTION OF HOSPITAL PAYMENTS FOR AGED PATIENTS
BY PAYMENT SOURCE, FISCAL YEARS 1966-1967,

FLOW MEMORIAL HOSPITAL

Per Per Per
Source 1966 Cent 1967 Cent Cent

1966 1966 Change

Total* $308,1415 100 $423,118** 100 0

Old Age
Assistance 69,967 22.6 6,698 1.6 -21

Insurance*** 105,018 34.1 21,735 5.1 -29

Private 105,532 34.2 27,918 6.6 -27.6

Hospital Loss 27,899 9.0 5,642 1.3 - 7.6

Medicare 00 0 361,125 85.3 85.3

Source: Computed from patient accounts, fiscal years
1966-1967, Flow Memorial Hospital.

*Components may not add to totals due to rounding.

**Adjusted by medicare allowance.

***Net insurance payment, total insurance adjusted by
private refund.

Old Age Assistance Payments

Old age assistance payments decreased from $69,967

(1966) to $6,698 (1967), The 1966 amount was about 23 per

cent of total payments (Table VII). The 1967 amount was

less than 2 per cent. The change was 21 per cent. Govern-

mental payment for aged health care shifted from the state

to the federal level.
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Insurance

The importance of insurance adjusted by patient refunds

as a source of payment decreased from about 34 per cent (1966)

to 5 per cent (1967). The dollar decrease was $83,283 from

$105,018 in 1966 to $21,735 in 1967 (Table VII). Unadjusted

insurance payment was greater in 1966 than in 1967, but

patient refunds were greater in 1967. The decrease in the

importance of insurance was caused by both factors.

Private Payment

Private payment also lost some of its importance as a

payment source. The decline in its importance was similar

to insurance. The dollar decline was from $105,532 (1966)

to $27,918 (1967). The percentage decline was from about

34 per cent to 7 per cent (Table VII).

Hospital Loss

The hospital loss for the aged was less in 1967. The

dollar decrease was from $27,899 to $5,642 (Table VII).

The decrease was about 8 per cent from 9 (1966) to about

1 (1967). The hospital was able to collect a larger per-

centage of a larger total cost in the medicare year.

Medicare

The importance of this source went from zero (1966)

to about 85 per cent (1967). Medicare paid $361,125 in

1967 (Table VII). The decrease in importance of other
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sources was compensated for by the increase in importance

of this source, The other sources were reduced to paying

the medicare deductible and miscellaneous other exclusions.

The medicare payment (85 per cent) and deductible (11 per

cent) account for about 96 per cent of the total cost for

the aged group. The balance of 4 per cent ($14) results

from the ninety day limitation, radiology, pathology, or

use of private room when not dictated by medical necessity.

Patient Refunds

Patient refunds increased from $8,592 (1966) to $26,918

(1967).- This had the effect of further reducing the impor-

tance of insurance as a payment source.

Computed from patient accounts, fiscal years 1966-
1967, Flow Memorial Hospital.



CHAPTER VI

CHARACTERISTICS OF AGED PATIENTS

Medicare should effect not only the type and quantity

of hospital services but also the characteristics of the

aged patient group. Medicare could cause changes in:I.

ratio of male to female; 2. the age level; and 3. marital

status of aged patients.

The 1963-1964 national study indicated that in the

southern region of the United States that the aged female

was hospitalized at a slightly higher rate than the aged

male. The female was hospitalized at a rate of 215 per

1,000 as opposed to 209 per 1,000 for the male. 1  This

rate differed from that of the 1958-1960 study. The 1958-

1960 rate of aged females to males was 145 and 168 respec-

tively. 2 Medicare could cause further changes depending

on the distribution of resources between the sexes.

Table VIII presents the sex and age distribution of

aged patients at Flow Memorial Hospital, fiscal years

1961-1967. This presentation is made by sex as to total

U.'S. National Health Survey, Hospital Discha s and
Len of Stav: Short-StyHopita ls, 1963-1964, p. 32,

U. S. National Health Survey, Hosptal Discha and
Lenh l Sta: Short-Star Hospitals, 1-960, p. 18.
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numbers, average age, and four age subgroups. The age

subgroups are 65-69, 70-74, 75-79, and 80 years and over.

The total number of aged patients (Table I) ranged from

662 (1961) to 1,115 (1967). The average number was 925.

The average distribution was 377 (41 per cent) males and

548 (39 per cent) females. 3

The range of male numbers was from 279 (1961) to 448

(1967). The percentage range for males was from 36.5 (1964)

to about 43 (1964). In the medicare year (1967) there were

448 males (Table VIII). This was about 40 per cent of

total aged patients. This exceeded the average.by 1 per

cent and the low by 6.5 per cent. It was 3 per cent less

than the high (1963).

The aged female number and percentage were greater than

those for the male in each year. The range of female numbers

was from 383 (1961) to 667 (1967), The percentage range was

from 63.5 (1964) to 57 (1963). The 1967 percentage of females

was 1 per cent less than the average. It was neither the

high percentage nor the low.

Table VIII indicated no significant change in the dis-

tribution of males and females in the aged patient groups.

The medicare year (1967) distribution did not vary signif-

icantly from either the other years or the averages.

3Computed from data in Table VIII. The source of all
averages and percentages used in the following discussion
is the data in Table VIII unless otherwise noted.
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TABLE VIII

DISTRIBUTION OF AGED PATIENTS BY AGE AND
SEX, FISCAL YEARS 1961-1967,

FLOW MEMORIAL HOSPITAL

Total Average 65-69 70-74 75-79 80 Years
Age and Over

1961:
Male 279 75.1 75 69 64 71
Female 383 74.9 117 78 77 101

1962:
Male 319 75.0 81 98 58 82
Female 467 74.7 129 130 97 111

1963:
Male 394 74.2 119 106 80 79
Female 513 75.3 139 133 100 141

1964:
Male 408 74.9 118 102 85 103
Female 640 75.5 151 173 142 174

1965:
Male 391 74.6 119 90 92 90
Female 583 75.1 157 153 121 152

1966:
Male 402 74.5 116 99 104 83
Female 580 75.0 149 133 176 122

1967:
Male 448 74.0 140 121 107 80
Female 667 75,0 173 148 200 145

Source: Computed from patient accounts and patient admis-
sion register, fiscal years 1961-1967, Flow Memorial Hospital.
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Age

Medicare provided for the payment of a substantial per-

centage (85.3, Table VI) for the hospital care of most aged

(97 per cent, Table V). If the amount of hospital care

varied directly with the level of income and distribution of

financial resources, changes in the distribution by age

group and age level could occur.

A, Groupo

The total number of males in the 65-69 age group in-

creased from 75 (1961) to 140 (1967). This increase was not

constant. The number in this group was greater in 1963

(over 1964) and greater in 1965 (over 1966). The 1967 in-

crease was the largest (Table VIII). This increase was 22

and exceeded the average increase (11) by 11 aged males.

The number of aged females in the 65-69 age group in-

creased in each year except 1966 (Table VIII). The range

of change was from 24 (1967) to minus 8 (1966). The average

rate was 8 patients annually. The 1967 increase was larger

than the average by 16 patients.

2-2 AL Ae Group

The male number in this group had an increase similar

to the 65-69 age group. The number increased from 69 (1961)

to 121 (1967). The range of change was from 29 (1962) to

minus 12. (1965). The medicare year (1967) increase was 22
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(Table VIII). This exceeded the average increase by about

15 patients.

The number of females in the 70-74 age group experienced

a wide variation. The range of change was from 52 (1962) to

minus 20 (1965, 1966). The 1967 increase was 15. The average

increase was about 13.

L-22 A~e Group

The average increase in the number of males in this

group was 6. The range of change was from 22 (1963) to a

minus 6 (1962). The 1967 increase was 3, or one-half of

the average.

The greatest increase in number by subgroup was for

the female in the 75-79 age group. This increase was 113,

from 87 in 1961 to 200 in 1967 (Table VIII). The range of

increase was from 3 (1963) to 55 (1966). The medicare year

increase (24) was 5 females higher than the average (19)

but 31 less than the high (55).

80 Years and Over L aGroup

The change in the number of males in this group varied

widely. Decreases occurred in 1963, 1965, 1966, and 1967.

These decreases were more than offset by increases in 1962

and 1964. The absolute number increased by 9 (1967 over

1961). This number decreased 3 in 1967 over 1966. The

average increase was 1.5.
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The number of females in this group increased from 71

(1961) to 146 (1967). The range of change was from 33 (1964)

to a minus 30 (1966). The medicare year (1967) was 24 and

exceeded the average (12.5) by 11.5.

A-veraFge A~ge.

The 1967 (medicare year) increases exceeded the average

increase by subgroup for three (65-69, 70-74, and 75-79) of

four male groups and all four female groups. Whether this

was a change in distribution by group or reflected the increase

in total patients should be apparent from an examination of

the average ages by sex and for all aged patients.

The variation in the average age of males was about one

year. The average age of males was 75 in 1961 and 74 in 1967.

The variations in the subgroups caused no significant change

in the average age of the male aged patient.

The age difference for females was also about one year.

The high average age was 75.5 (1964) and the low was 74.7 in

1962, The 1967 age was 75, .5 years less than 1964 and .3

greater than 1962. The increases by subgroup reflected the

number increase instead of a change in relative distribution.

The average age for all patients was about constant for

the period fiscal 1961-1967. The variation in the average

age for all aged patients was from 74.7 (1967) to 75.2

(1964). The difference was not significant.



Marital Status

Changes in the marital status of aged patients could

result from medicare. The distribution of income and finan-

cial resources among the marital groups possibly was a factor

in the extent of hospital care sought by and provided for

the aged.

Table IX presents the marital status of the aged by

sex and age. This table is limited to the fiscal years

1966-1967. Marital status is presented in four groups.

These groups are: 1. widowed; 2. married; 3. single or never

married; and 4. divorced or separated. The age groups used

are the same as those in Table VIII. Totals are presented

for each marital status group.

Widowed

The total number of male widowers decreased from 108

(1966) to 101 (1967). About 27 per cent of all aged males

were widowers in 1966 and 23 per cent in 1967.4

There were decreases in male widowers in the 65-69 and

70-74 group (1966 to 1967). The 75-79 group number increased

from 29 (1966) to 35 (1967) and the 80 year and older group

from 27 to 28. The net decrease was 7 in 1967. This was

the second largest group of males in both years.

4Thepercentages used in the following discussion were
computed from data in Table IX.



66

TABLE IX

MARITAL STATUS OF AGED PATIENTS BY SEX
AND AGE, FISCAL YEARS 1966-1967,

FLOW MEMORIAL HOSPITAL

1966

Male

Widowed
Ma rried
Single
Divorced

Femal e

Widowed
Married
Single
Divorced

1967

Mal e

Widowed
Married
Singl e
Divorc ed

Femal e

Widowed
Married
Single
Div orced

Total

402

108
272

15
7

580

351
195
31

3

4, 115

448

101
319

22
6

667

383
251

26
7

* -~-~----- U ____________

65-69

265

116

19
87

5
5

149

63
76

9
1

70-74 75-79 80 Years
And Over

Is I oin4f

232

99

33
62

2
2

133

62
62

8
1

280

104

29
73
2
0

176

12L
43
12
0

MI "11 m f -I- ." ai pl wv00 N -N." ,. EIm 1 1,0

313

140

13
118

7
2

173

64
95
10

4

269

121

25
85

7
4

148

66
74

6
2

307

107

35
65

5
0

200

136
57

6
1

NI____IN_____________11_ I . 4 . ,4

Source: Coiputed
records, fiscal years

205

83

27
50

6
0

122

105
14

2
1

226

80

28
51

3
0

146

117
25

4
0

fror patient accounts and admissin
1966-1967, Flow Memorial Hospital.
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The largest group of aged females was widows in each

year. The number of female widows increased from 351 (1966)

to 383 (1967). The widowed percentage of aged females de-

creased from 1966 (61 per cent) to 1967 (57 per cent). The

number of female widows increased for each age group (Table

IX) in 1967 over 1966.

The decrease in the number of aged male widows was more

than offset by the increase in female widows and the absolute

number of widows increased from 459 (1966) to 484 (1967).

The percentage of widows (male and female) decreased from

about 47 (1966) to 43 (1967).

Married

The greatest number of aged males was in this group in

both years. There were 272 married males in 1966 and 319 in

1967 (Table IX). In 1966 about 68 per cent of all aged

males were married. The percentage for 1967 was 71 per

cent, an increase of 3 per cent. The number of married

males increased (1967 over 1966) in the 65-69, 70-74, and

80 years and over age groups. The number decreased in the

75-79 age group.

The married female comprised 34 per cent (1966) and

38 per cent (1967) of total aged females. The number of

married females increased from 195 (1966) to 251 (1967).

This was the second largest female group in both years

(Table IX).
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Increases in the number of married females occurred for

each age group (1967 over 1966). The number of married

(male and female) increased from 467 (1966) to 570 (1967).

The percentage of married to all aged patents was about 47

(1966) iLnd 51 (1967).

Single

The number of single males increased from 15 (1966) to

22 (1967). This was a percentage increase of 1 per cent.

Increased numbers occurred in each age group except the 80

plus group (Table IX). This group decreased 3 patients

(1966 to 1967).

Single female numbers decreased from 31 in 1966 to 26

in 1967. The percentage decrease was I per cent, By age

group, there were more single females in 1967 in the 65-69

and 80 plus groups and less in the 70-74 and 75-79 groups.

The variation was not great in any of the groups.

The total number of aged single patients was 46 (1966)

and 48 (1967). The percentage to all patients was constant.

Divorced

The numbers of males and females in this group were

small, There were 7 divorced males in 1966 and 6 in 1967.

For females this number was 3 and 7 respectively.

The percentages and changes in these figures were not

meaningful due to the size of the numbers. There was an
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increase of three divorces in 1967 over 1966. The per-

centage was about constant, Not enough of these patients

were present by age group for analysis.



CHAPTER VII

SUMMARY AND CONCLUSION

Flow Memorial Hospital was the only facility of its

type in Denton County. The majority of patients at the

hospital were county residents. The relationship of the

aged patients to all patients was unknown prior to this

study. The effect of the Medicare Act on this relationship

was also unknown.

A description of the law, the hospital, and service

area was followed by an analysis of various aspects of

hospital care for all patients and the aged group.

The primary information used in this analysis was

obtained from medical records, patient accounts, annual

audits, patient admission records, and comparative reports

of professional performance at the hospital, A detailed

analysis was made of the aged group of patients for the

fiscal years 1966-1967. There were 982 aged in 1966 and

1,115 in 1967. Complete records were available for 86 per

cent of the aged in 1966 and 91 per cent iA 1967. Esti-

mates were made on the basis of the complete records for

those patients with partial records.

There was no significant increase in aged patients

Ln 1967. The increase in this year over 1966 was exceeded

70
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absolutely and relatively in other years. The absolute

increase in aged for 1967 (133) was exceeded in 1964 (141).

The percentage increase in 1967 was exceeded in 1962, 1963,

and 1964. This suggested that other factors besides medi-

care probably were responsible for the increase in aged.

The change in importance of the aged to total and net

patients for seven years (1961-1967) was an increase of

4 per cent. Two per cent of this increase came in 1967 over

1966. Part of this increase resulted from a decrease in

total and net patients. If the rate of increase for all

patients had remained constant, the increase in importance

of the aged for the period 1961-1967 would have been about

2 per cent of total patients and 1 per cent of net patients.

The rate of increase would have been nearly constant.

The average length of stay for the aged increased one-

half day in 1967 over 1966. The average length of stay for

all patients was constant over the same period, The num-

ber of days of care provided to the aged increased from

1966 to 1967 directly with the increase in numbers and

the one-half day increase in length of stay. It was

probable that neither of these was a direct result of

medicare.

The patient cost per day for care increased for all

patient groups at Flow Memorial Hospital from fiscal 1963

to 1967. The greatest increase in cost occurred in 1967.

Patient cost of care for the aged group relative to the
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cost of care for all patients on a daily basis decreased

(4 per cent) from 1966 to 1967.

Significant changes in patient cost and type of care

provided the aged occurred in three areas. These were,

1. room, 2. x-ray, and 3. operating room and anesthesia.

The relative change in room type occupied by the aged

was from 10 per cent (1966) to 20 per cent (1967) private

rooms, 69 per cent (1966) to 74 per cent (1967) semi-private

rooms, _and from 21 per cent (1966) to 6 per cent (1967) for

wards. This change resulted from the provision of medicare

for room payment. Medicare would pay reasonable cost for a

semi-private room for all covered patients and for a private

room where it was medically necessary. The only reason to

assign an aged patient to a ward was lack of other types

of rooms.

X-ray treatment was received by 73 per cent of the

aged in 1967 and 67 per cent in 1966. The increased use

of x-ray was modified by a reduction in the cost per treat-

ment. The average total cost to x-ray patients decreased

in 1967 over 1966. This was more than offset by the increase

in this type of patient.

The average patient cost per surgical aged patient was

less in 1967, but the ratio of surgical to all aged patients

increased. One of each seven aged in 1966 and one of five

aged in 1967 were surgical patients. The decrease in cost

was a result of the medicare allowance. The indications
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were for no change in type of operations, but a greater

incidence of operations for this group,

Medicare did cause a change in the source of payment

for the patient cost of aged hospital care, Each source

considered, except medicare, decreased by number of users,

amount paid, per cent of average cost paid, and importance

to the hopital as a payment source. Patient refunds in-

creased by number of receivers and average and total amounts

received.

Medicare paid 85.3 per cent of the total and average

patient cost for the care of 97 per cent of aged patients

at Flow Memorial Hospital in 1967. The dollar payment was

about 361,000, The decreases in the payment by other

sources was absorbed into this payment Total payment to

the hospital for care of the aged was 22 per cent of total

payments for care of all patients in 1967. Medicare ac-

counted for 85.3 per cent of aged care payments. This was

19 per cent of all payments. Thus medicare did significantly

reduce the burden of hospital cost for the aged. This was

the primary purpose of the Medicare Act.

The variation in characteristics was not significant,

The average age for aged patients was, with minor variations,

constant from 1961 to 1967. The same was true as to the

marital status of the aged (1966-1967). No pattern as to

change in age level or marital status was apparent from

the tables.
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