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that type of Major Medical plan which replaces rather than sup-

plements a plan of Basic Hospital-Surgicai-Medical Benefits. In
1953 less than 10,000 persons were covered under this form of group
health coverage. Today, over 9,000,000 employees and dependents enjoy
its broad protection. In its simplest form, a plan of Comprehensive Medi-
cal Expense Benefits requires the claimant to pay the first few dollars
(typically $50) of his medical care expenses after which the plan pays 759,
or 809, of all remaining expenses up to some maximum benefit limit such
as $5,000 or $10,000. Messrs. S. W. Gingery and R. J. Mellman, in their
paper, “An Investigation of Group Major Medical Expense Insurance
Experience,” TSA XIII, described the variety of benefit provisions
under this coverage and reported the results of a detailed study of the
claims presented under these plans in the calendar year 1957. Their paper
also discussed the variation in the cost of these plans due to such factors
as age, sex, salary, and the medical care costs and practices in the geo-
graphical locations where covered employees reside.

While an annual study of individual claims, such as that reported in
the Gingery-Mellman paper, would be desirable, it is not feasible because
of the substantial cost involved. If there were a standard of expected
claim costs, it would be possible to make simple but meaningful studies
of the aggregate claims experience under Comprehensive plans on an
annual basis without analyses of individual claims. This paper sets forth
such a standard, together with the underlying rationale. To distinguish
this standard from such others as may hereafter be developed, the
authors have named it the “1960 Tabular.” In addition, the paper de-
scribes the experience under Comprehensive plans for policy years ending
in 1959 and 1960 as contributed by certain companies to the Society’s
Committee on Experience under Group Health Insurance.

1960 TABULAR COSTS
The 1960 Tabular for any given Comprehensive Medical Expense plan
is obtained by means of a ten-step formula. These ten steps take into
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account plan (types of expenses to which the deductible applies), amount
of deductible, percentage of coinsurance, age, sex, area, private-room
limits, California UCD hospital credit, and maternity benefits. The tabu-
lar cost factors for each step together with applicable instructions are set
forth in Appendix A. In addition to the data in the paper by Messrs,
Gingery and Mellman (hereinafter referred to as the 1957 Intercompany
Comprehensive Study), the authors made extensive use of 1958 and 1959
calendar-year experience under standard ‘“‘all cause’ lifetime maximum
plans written by their company. This latter experience involved groups
with a total of 50,600 covered employees in 1958 and 64,900 employees in
1959. All plans had a $50 calendar-year deductible applying to all ex-
penses or to nonhospital expenses only. The medical expenses reported
for individual claims under these plans were available, and it was possible
to calculate cost relationships for a variety of plans and deductibles based
on these reported medical expenses. The rate scales of several major com-
panies were also reviewed, so that the authors would be aware of any
major differences between their conclusions and current rate calculation
practices.

In developing this standard of expected claim costs, it was decided to
limit the cost variations incorporated into the 1960 Tabular to the princi-
pal benefit variations in plans applying the deductible to medical expenses
of an individual during a calendar year or other benefit period of twelve
months without requiring that the individual be disabled. Over 90% of
the exposure submitted by contributing companies for policy years ending
in 1939 and 1960 pertains to this “all cause’ type of plan. The other plans
for which experience was submitted apply the deductible on an “each
illness” basis and, in some cases, require an initial period of total disabili-
ty. Because of the small amount of data and the lack of published studies
indicating the expected differential in claim cost between ‘“‘each illness”
plans and “all cause’ plans, it was decided to report the experience under
“each illness” plans in terms of the tabular costs applicable to “all cause”
plans,

Some of the benefit variations for which tabular costs are not set forth
in Appendix A are the maximum benefit, accumulation restrictions on the
deductible, coverage of children from birth or past the age of 19, and the
restrictions incorporated into many plans for expenses in connection with
the treatment of mental and nervous disorders. The authors do not feel
there is sufficient statistical information to support the development of
tabular cost differentials for these variations at this time.

With respect to the maximum benefit, the newness of Comprehensive
plans is such that the few individuals who have collected a substantial
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portion of their maximum benefit represent a very small percentage of
the covered individuals. Moreover, benefit payments in excess of $5,000
for expenses incurred in a single year represent a very small percentage
of aggregate benefit payments. Therefore, it would seem that the maxi-
mum benefit should have little effect on the aggregate of benefit payments
made under these plans for the next few years. On the other hand, the
amount of maximum benefit provided may affect the cost of a Compre-
hensive plan indirectly through its influence on the attitudes of covered
individuals with respect to the utilization of medical services and on the
fees charged by physicians.

The 1960 Tabular does not include adjustments to reflect changes in
claim costs expected on account of the income distribution of employees.
The authors are not aware of any reported experiences demonstrating the
effect of income on claim costs of Comprehensive plans in recent years.
Moreover, the effect of income can be crudely demonstrated by presenting
the actual experience in relation to unadjusted tabular claims for plans
covering a substantial proportion of employees with high incomes, and
this was the approach adopted for this paper.

The tabular claim costs for male employees and dependent children
which are set forth in Step I of Appendix A are intended to be represent-
ative of the costs for a group whose male employees have a typical dis-
tribution by age and geographical location corresponding to the distribu-
tion of the exposure for the experience data submitted by the contributing
companies to this study. The percentage relationship of dependent child
or children claim costs to male employee claim costs for Plan I (deductible
of $50 applied to all medical expenses) is compared with the corresponding
relationship from other sources in the accompanying tabulation. The

DEPENDENT CHILD OR CHILDREN COST AS A PERCENTAGE
OF MALE EMPLOYEE COST FOR PLAN 1

Statistical Source or Reference Percentage
1957 Intercompany Compichensive Study (Table SA, pp. 550-51). .. 85
1958 Aetna Life Experience, .. .. .. c.vevinviiirirenneaneroenss 84
1959 Aetna Life Experience.............ccouviiviiiinannninnan. 88

Comprehensive Medical Expense Rate Scales of Several Major Com-
panies:

Range of relative costs used by companies. . .................... 71-106
Unweighted average relativecost.............................. 86
Relative cost adopted in 1960 Tabular. .................. ... .... 85

relative cost relationship for dependent child or children adopted for the
1960 Tabular was based primarily on the consistent pattern of relative
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costs shown by the three Comprehensive Medical Expense experience
investigations.

The level of claim cost in the 1960 Tabular for male employees and
dependent child or children was selected so as to produce a ratio of actual
to tabular claims in the neighborhood of 1009, for experience contributed
for policy years ending in 1960. The 1960 Tabular costs for Plan I are
approximately 1149, of the corresponding level of costs shown in Table
SA of the 1957 Intercompany Comprehensive Study. If the 1960 Tabular
costs are adjusted upward by the average tabular area factor of 1049,
applicable to the 1960 policy year exposure and if the distribution of
exposure by geographical location is similar in the two studies, then the
1960 Tabular costs for Plan I are approximately 1199 of the correspond-
ing 1957 Intercompany Comprehensive Study costs, indicating an annual
increase in claim costs of about 7% during the 23-year period separating
the two studies.

The relative cost relationships for the plans and deductibles described
in Steps I and II of Appendix A were based primarily on the 1958 and
1959 experience data of the authors’ company. Where possible, the final
results were compared with plan and deductible relationships shown in
the 1957 Intercompany Comprehensive Study. The additional tabular
costs for 1009, reimbursement of an area of hospital expenses were de-
rived by comparing the additional costs for these plans with the cost of
809, reimbursement of all hospital expenses. The additional costs were
expressed as a percentage of the cost of 809, reimbursement of all hospital
expenses as derived from the Aetna Life experience studies and the 1957
Intercompany Comprehensive Study. The final percentage additional
costs adopted were multiplied by the hospital portion of the tabular cost
for Plan II with 809, reimbursement to obtain the additional tabular cost
for the full payment feature. For 759, reimbursement plans, these extra
tabular costs should be increased by 1259, the ratio of 259, to 209.

Age Adjusiments

The adjustment in the average tabular costs for male employees to be
made on account of the actual age distribution of covered employees is
accomplished by the calculation of an average age factor based on a scale
of relative costs by age group. A comparison of the relative costs by age
developed by the various studies with the 1960 Tabular age scale and the
age scales used by several companies is shown in the accompanying tabu-
lation. These relative costs have been expressed as a percentage of the
average cost and, in each instance, the average cost has been obtained
through the application of the distribution of exposure by age group for
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policy years ending in 1960 as submitted by the contributing companies
to this study.

RELATIVE COSTS BY AGE GROUP AS PERCENTAGE OF
AVERAGE COST OF 1009, FOR AGE DISTRIBUTION OF EXPOSURE
IN 1960 COMPREHENSIVE STUDY

PERCENT- AVERAGE OF AGE
Ace Dis- 1957 Aezna Ig;;i:m:;mswz SCALES OF SEVERAL
TRIBU- INTER- N Major COMPANIES | ADOPTED
A TION OF | COMPANY FOR
9® | 1960 Ex- | Cowere- 1960
POSURE | HENSIVE 5 “Flat” | 3 “Steep”’} TaBULAR
(ALL Srupy* 1958 1959 Com- Com-
Prans) panies panies
Less than
40..... Sg.S% 0% 1 59% ( 61‘\7,_-, 1% 63% 65%
40-44....| 12.4 94 104 96 94 100
45-49...]| 10. 2} 104 {128 f 109%123p 3% 119 | 123 | 120
50-54.... 7.8 (1731 11581 142 156 150
55-59....1 5. 6} 160 1505y 186 12015 176 | 175 | 190 | 1%
.. 3.6 (253 (263) 221 255 250
65 and 256 284 i 279
over... 1.9 342 309 288 341 320
Totall 100.09, 1009, | 1009, 100%,| 1009, 100%,| 1009, 1007, 1009,

* Table 7A, $50 Deductible.

As indicated in the tabulation, five companies use an age scale in the
calculation of premiums for this form of coverage which is relatively flat,
while three other companies use an age scale which is considerably steeper
by age. The 1960 Tabular age scale was selected in recognition of the rela-
tive costs shown by the experience of the authors’ company and because
the tabulation of experience data by average age factor in Table 2 of this
paper produced a more consistent pattern of ratios of actual to tabular
claims when this age scale was used.

The 1960 Tabular “‘age’ scale is a combined age and salary scale to the
extent that older employees have higher than average incomes, and higher
incomes result in greater utilization of and higher charges for medical
services. It should be appropriate for average groups, however, since the
studies on which it is based did not include plans limited to groups with
just high salaried employees or executives.

Female Employee Factors

The application of an average age factor to the male employee tabular
costs results in an age-adjusted male employee cost which must then be
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modified to reflect the added cost attributable to the female employees
covered under the particular plan. To the authors’ knowledge, there is no
statistical study of the relative costs by age of male and female employees
under Comprehensive plans. However, there is evidence available under
hospital and surgical expense plans that, during the working years, non-
maternity coverage of a female employee costs more than coverage of a
male employee and that this extra cost decreases with increasing age.
Studies of the cost of benefits provided to retired employees and their
dependents show that the cost of female coverage at the older ages is no
more than and may be less than the cost of male coverage. Accordingly,
it was decided that the adjustment to be made in the male employee
tabular costs to obtain female employee costs should represent a decreas-
ing percentage additional cost as the average age of the group of em-
ployees covered (as measured by the average age factor) increases. This
has been accomplished by adding a percentage called the “female factor”
to the average age factor developed from the combined age distribution
of both male and female employees.

Dependent Spouse

The next problem considered was the relationship of the tabular cost
of a dependent spouse to that of the employee. For an employee of a given
age, the authors feel that the cost of the dependent spouse will vary not
only by the age of the employee but also the sex. If dependent husbands
are eligible under the plan (as is frequently the case), the age of a depend-
ent husband will, on the average, be greater than the age of the female
employee by perhaps two or three years. On the other hand, the age of
the dependent wife is two to three years less, on the average, than the
age of her employee husband. Therefore, for groups with the same age
distributions, the average age of the covered dependent spouses (wives
and husbands) will tend to increase as the female percentage of a group
increases. Moreover, the group of covered dependent husbands may
include a disproportionate number of truly “dependent” individuals with
high claim costs.

It was decided to determine the dependent spouse tabular cost by add-
ing a constant extra to the employee tabular cost adjusted for both age
and female content. A constant rather than a percentage extra was select-
ed in order that the dependent spouse cost as a percentage of the em-
ployee cost would decrease as the average age of the group increases. This
procedure is consistent with the method of adjusting the tabular cost of
employee coverage for female content.

The amount of additional claim costs for female employee and depend-
ent spouse coverage was determined from a review of the 1957 Intercom-
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pany Comprehensive Study and experience data in the authors’ company.
The constant additional cost for both female employees and dependent
spouse is expressed in the 1960 Tabular as 289, of the tabular cost for
male employees for & group with an average age factor of 1009,.

Dependent Unit Distribution

The tabular cost for coverage of one or more dependents must be de-
rived from the tabular costs for coverage of dependent spouse and depend-
ent children in order to determine aggregate tabular claims for the Com-
prehensive experience reported in this paper because the exposure for each
plan included in the study is expressed as the average number of em-
ployees with one or more dependents. Contributing companies were asked
to furnish the dependent unit distribution wherever it was available. Two
methods of recording dependent unit distribution were used: one recorded
the number of employees with one dependent and the number with two
or more dependents, while the other recorded the number of dependent
units containing a spouse and the number containing one or more children.
A dependent unit distribution on one or the other of these two methods
was reported for about 729, of the total dependent exposure contributed
to this study. These distributions are analyzed by average age factor and
percent female content in Tables 14 and 15, respectively, of this paper.

The variations in dependent unit composition by age and female per-
cent are irregular but, on the whole, appear reasonable. For those groups
where the dependent composition was reported in terms of spouse and
children units, the average dependent unit consisted of 939, spouse and
739, children (one or more). These percentages are based on the combined
1959 and 1960 data for all groups and are consistent with the percentages
for ‘“‘all cause’” nonjumbo groups shown in Tables 14 and 15. This com-
position of the average dependent unit is likewise consistent with that
indicated by the data reported on the one dependent and more than one
dependent basis. It does differ, however, from that used in the rate scales
of many companies. For example, the average percentages used in the
rate scales of five major companies are 96%, for dependent spouse and
70%, for one or more children. The difference may well arise from the fact
that the data presented in this paper are based upon a mixture of depend-
ent groups, some with and some without husbands eligible as dependents.

While it probably would have been possible to develop formulas for
the calculation of tabular costs for coverage of one or more dependents
varying according to age and percentage female to be used for that portion
of the data for which a dependent unit distribution was not available, it
was decided to use one over-all dependent unit distribution formula for
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the 1960 Tabular and for the analysis of the experience submitted for
1959 and 1960. It was felt that the development of multiple formulas
should be deferred until 2 more substantial and reliable experience on
dependent unit composition has been accumulated. Tables 14 and 15,
showing dependent unit compositions, have been prepared to assist those
who may wish to analyze the effect of varying dependent unit composi-
tion on the ratios of actual to tabular claims for the experience reported
in this paper.

Geographical Location

The adjustments to tabular costs for geographical location of covered
employees reflect the results of the 1957 Intercompany Comprehensive
Study, the experience of the authors’ company, and, to a considerable
extent, the judgment of the authors.

Private-Room Adjustments

The tabular cost adjustments for coverage of private room and board
charges in excess of average semiprivate hospital charges were developed
from an analysis of the utilization of private rooms under Comprehensive
Medical Expense plans provided by the authors’ company during the
period 1958-61. This experience includes Comprehensive plans which did
not provide any additional coverage beyond the semiprivate level. While
the presence of coverage for private rooms may influence utilization, it is
believed that the income, standard of living, and health attitudes of cov-
ered individuals are more important factors governing the use of private-
room accommodations. Another consideration which may have a bearing
on the additional cost of excess private-room limits is the practice by some
physicians of charging a higher fee when the individual uses a private
room rather than semiprivate accommodations.

The experience in the authors’ company on private-room utilization
has varied somewhat from year to year. For adults, 25-339, of all days
of hospital confinement were in private-room accommodations, and the
corresponding proportions for dependent children fell in a range from 129,
to 15%,. The additional tabular costs shown in Appendix A assume that
the proportion of all hospital days in private-room accommodations for a
plan with a private-room limit in excess of the average semiprivate charge
will be 309, for adults and 159, for children. For the sake of simplicity,
it was decided to determine the additional claim costs assuming that a
reimbursement percentage of 809, would apply and to use these additional
costs without taking into account the actual reimbursement percent-
age of the plan or the presence of a full payment hospital feature. A fur-
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ther simplification was accomplished by using constant additional costs
for each dollar of excess private-room coverage without variation for age
or percentage female content.

Malernity Cosis

The 1960 Tabular costs for maternity benefits for female employees
and dependent spouses are the tabular costs used by the Committee on
Experience under Group Health Insurance in its 1962 Report to present
the experience under Group Surgical Expense Benefits. These costs were
selected by the authors because they appear to represent satisfactorily the
level of maternity costs experienced under plans contributed to this study.
Because maternity experience in relation to tabular claims can be pre-
sented by average age factor, as in Table 2 of this paper, it was decided
to calculate maternity tabular costs without adjustment for the age dis-
tribution of covered employees.

COLLECTION OF 1959 AND 1960 POLICY YEAR EXPERIENCE

Experience under Comprehensive plans for policy years ending in 1959
and 1960 was made available to the authors by the Committee to deter-
mine the level and trend of experience and to evaluate the usefulness of
the 1960 Tabular costs in relation to this experience. Groups in their first
policy year or in the terminal year of coverage and other groups whose
characteristics might distort the results (such as high income groups) were
excluded from the study. Groups with a substantial proportion of em-
ployees in California were excluded if the plan of benefits was not inte-
grated with the California UCD hospital benefit such that these benefits
would be deducted from covered medical expenses before the deductible
and coinsurance provisions of the plan were applied.

The experience was submitted in the form of total incurred nonmater-
nity and maternity claims together with the average number of employees
or dependent units exposed during the policy year. In order to permit
studies of cost variations by age, sex, and salary, the percentage distribu-
tion of employees by age and income groupings and the percentage female
content were reported by contributing companies. The percentage female
was reported in ranges such as 0~11%, 11-219%, etc., and the authors used
5% to represent the range 0-119;, 15% to represent 11-219, etc. The
geographical location of covered employees was reported by metropolitan
area in those instances where 75% or more of the employees were in a
defined metropolitan area. Where it was not possible to report a specific
metropolitan area, the state in which 759, or more of the employees were
located was reported and, if less than 759 of the employees were in a
single state, the companies were asked to identify the geographical region
in which 75% or more of the employees were located. For about 385, of
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the total exposure, less than 75%, of the employees were in a single region,
and a tabular area factor of 1009, was established for these groups. The
metropolitan areas used are the same as those in the area portion of the
1957 Intercompany Comprehensive Study. In view of the above coding
for geographical location, the authors were able to adjust the employee
tabular cost for the effect of the California UCD hospital benefit (see
Step IX of Appendix A) only for those cases which had 759, or more of
the insured employees located in either a California metropolitan area or
the state of California.

Switch Malernity

A considerable proportion of the experience was contributed under
plans providing female employee maternity benefits on a “switch mater-
nity” basis. Under this basis, a female employee is entitled to maternity
benefits only if she insures her husband as a dependent. For these plans,
some companies allocate female employee maternity claims to dependent
experience along with dependent maternity claims, while other companies
charge such claims against employee experience. Since it is believed that
the total dollars of maternity claims for a group of employees covered on
a switch maternity basis will be the same as or only slightly smaller than
the total dollars of maternity claims for employees covered for maternity
benefits on the standard basis, female employee aggregate tabular claims
were calculated for these plans in the same manner as for plans with
standard maternity benefits. However, aggregate tabular female employee
maternity claims calculated in this fashion were combined with dependent
tabular maternity claims for those plans where the contributing com-
panies included female employee maternity claims together with depend-
ent maternity claims. The experience under these latter cases is included
in the dependent maternity experience reported in this paper. Because of
the above method of handling switch maternity cases, it was not practical
to develop exposure data for employee and dependent maternity benefits,
and none is shown.

ANALYSIS OF EXPERIENCE

Tables 1 through 10 show analyses of the 1959 and 1960 policy year
experience data in relation to tabular claims. Table 1 shows 1959 and
1960 experience separately for all groups and for nonjumbo groups.
Tables 2 through 10 are based on the combined 1959 and 1960 experience
under “all cause” plans covering nonjumbo groups. In the authors’ opin-
ion, the “all cause” experience of nonjumbo groups gives the most accu-
rate measure of the cost variables illustrated in these tables. For purposes
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TABLE 1
1950 PoL1cY YEAR NONMATERNITY EXPERIENCE BY PLAN

AiL Size Groups

Nonjumso GrouUrs

Pran Numb f Empl Ratio of Ratio of
Eum er o v P oye{e Actual Actual Actual Actual
xper.lence cars o Claims 1o 1960 Claims to 1960
Units Exposure* ‘Tabular Tabular
Employee
All Cause Plans:
Without Full Reimbursement of Hospital Expenses—
Deductible Applied to All Expenses. .............. 77 10,459 492,273 108%, 492,273 108%
Deductible Waived for Hospital Expenses.......... 8 6,782 206,149 87 29,854 85
Deductible Waived for Hospital and Surgical Expenses 15 6,420 296,591 98 296,591 98
Total. ... e 100 23,661 995,013 100 818,718 103
With Full Reimbursement of Hospital Expenses—
Deductible Applied to All Expenses. .............. 73 27,302 1,057,679 89 882,730 94
Deductible Waived for Hospital Expenses.......... 307 79,442 3,608,548 100 2,368,368 101
Deductible Waived for Hospital ancfglelrgical Expenses| 202 42,026 1,907,344 9 1,496,536 96
Total. ..ot e e 582 148,770 6,573,571 95 4,747,634 98
Total, Al Cause Plans.............c.oooeiiiiiinnt 682 172,431 7,568,584 96 5,566,352 99
Total, Each Illness Plans, Total Disability Not Required. . 28 7,363 346,169 951 346,169 95%
Total, Each Illness Plans, Total Disability Required..... 7 2,724 74,315 64t 74,315 64t

* For dependents, exposure of employees insured with respect to their dependents.

t Tabular nonmaternity claims based on All Cause tabular costs.



TABLE 1—Continued
1959 POLICY YEAR NONMATERNITY EXPERIENCE BY PLAN

ArL Suze Grours

NonjumBo Grours

Pran Ratio of Ratio of
g:ml:;r of li,mp:m:; Actual Actual Actual Actual
%:,m‘nce E!ea :ure* Claims te 1960 Claims to 1960
PO Tabular Tabular
Dependent
All Cause Plans:

o  Without Full Reimbursement of Hospital Expenses—

—_ Deductible Applied to All Expenses. .............. 73 7,831 606,547 99, 606,547 9%
Deductible Waived for Hospital Expenses. ......... 7 4,455 251,322 82 33,186 90
Deductible Waived for Hospital and Surgical Expenses 13 3,651 304,866 101 304,866 101

Total. ..o e 93 15,937 1,162,735 95 944,599 99

With Full Reimbursement of Hospital Expenses—

Deductible v‘thed to All Expenses. .............. 72 19,515 1,597,037 103 1,279,310 105

Deductible Waived for Hospital Expenses.......... 304 54,788 4,527,043 98 2,951,035 98

Deductible Waived for Hospitaland urgxcal Expenses 194 29,729 2,560,500 94 2,114,832 100

05} T 570 104,032 8,684,580 97 6,345,177 100

Total, All CausePlans.............cooviiivne .. 663 119,969 9,847,315 97 7,289,776 100
Total, Each Illness Plans, Total Disability Not Required 28 5,105 398,576 861 398,576 86t
Total, Each Illness Plans, Total Disability Required..... 7 1,948 106,638 70% 106,638 70%

xgvyari
JATT TVAIAN SYOWHSAH

* For dependents, exposure of employees insured with respect to their dependents.
t Tabular nonmaternity claims based on All Cause tabular costs.



TABLE 1—Conlinued
1960 POLICY YEAR NONMATERNITY EXPERIENCE BY PLAN

ALr Size Grovrs Noxjumso Groups
Pran - Ratio of Ratio of
I};umb'er of E‘,zmployefe Actual Actual Actual Actual
xperience cars o Claims to 1960 Claims to 1960
Units Exposure* Tabular Tabular
Employee
All Cause Plans:

ro>  Without Full Reimbursement of Hospital Expenses—

i Deductible Applied to All Expenses............... 175 21,141 1,025,745 1129, 1,025,745 1129,
Deductible Waived for Hospital Expenses 14 8,872 266,255 85 75,684 36
Deductible Waived for Hospital and Surgical Expenses 19 5,816 247,457 93 247,457 93

Total. .. e 208 35,829 1,539,457 103 1,348,886 107

With Full Reimbursement of Hospital Expenses—

Deductible Applied to All Expenses............... 96 47,208 2,015,607 94 1,574,440 101

Deductible Waived for Hospital Expenses.......... 500 112,657 5,344,607 103 3,953,494 102

Deductible Waived for Hospxtal and urglcal Expenses 211 42,972 2,145,563 99 1,682,194 102

Total.. . . 807 202,837 9,505,777 100 7,210,128 102

Total, All Cause Plans...............c.ooiioiinan. 1,015 238,666 11,045,234 101 8,559,014 102
Total, Each Illness Plans, Total Disability Not Required 60 12,193 654,095 110¢ 654,005 110%
Total, Each Illness Plans, Total Disability Required..... 30 14,994 493,097 87t 218,293 73t

* For dependents, exposure of employees insured with respect to their dependents.
t Tabular nonmaternity claims based on All Cause tabular costs.
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TABLE 1—Continued

1960 PoLICY YEAR NONMATERNITY EXPERIENCE BY PLAN

ALy S1ze Grours

Nonjumpo GroUPs

Pran Number of Employee Ratio of Ratio of
Experience Years of Actual Actual Actual Actual
l[);xits Exposure* Claims to 1960 Claims to 1960
posure Tabular Tabular
Dependent
All Cause Plans:
Without Full Reimbursement of Hospital Expenses—
Deductible Applied to All Expenses............... 169 15,472 1,231,380 1049, 1,231,380 104
Deductible Waived for Hospital Expenses. . 14 6,061 386,233 92 98,330 87
Deductible Waived for Hospital and Surgical Expenses 17 3,278 271,547 102 271,547 102
Totak. ... . o e 200 24,811 1,889,160 101 1,601,257 102
With Full Reimbursement of Hospital Expenses—
Deductible Applied to All Expenses. .............. 96 34,262 2,723,495 97 2,100,645 101
Deductible Waived for Hospital Expenses.......... 490 76,318 6,536,068 101 4,736,024 99
Deductible Waived for Hospltal and Surgical Expenses 200 30,380 2,629,535 93 2,189,312 100
Total ... e et 786 140,960 11,889,098 98 9,025,981 100
Total, Al Cause Plans.................coovueeen... 986 165,771 13,778,258 98 10,627,238 100
Total, Each Illness Plans, Total Disability Not Required. 59 7,277 598,113 941 598,113 94t
Total, Each Illness Plans, Total Disability Required. .... 30 10,616 631,434 841 296,164 82}

* For dependents, exposure of employees insured with respect to their dependents.
t Tabular nonmaternity claims based on All Cause tabular costs.
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of this paper, nonjumbo groups were those with less than 5,000 insured
employees.

Table 1 summarizes the nonmaternity experience for broad groups of
plans. Since tabular claims represent expected claim costs for “all cause”
plans, the experience is shown separately for these plans and for “each
illness” plans with a further separation of the latter group for plans re-
quiring total disability. The ratio of actual to tabular claims for plans
without full reimbursement of hospital expenses which apply the deduct-
ible to all expenses is generally higher in this experience study than for
plans which waive the deductible for hospital or for hospital and surgical
expenses. This variation, which is contrary to expectations, may be the
result of the tendency on the part of employers with poor experience to
reduce benefits by eliminating any 100% reimbursement feature and any
waiver of the deductible for hospital or surgical expenses.

Table 1 also measures the difference in level of cost as between ““each
illness” plans and “‘all cause” plans. The results appear to indicate that
there may not be a substantial difference between the cost of an “all
cause” plan and an “each illness” plan unless the latter includes a total
disability requirement. However, these results may not be reliable because
of the small amount of data involved.

The increase in the over-all ratios of actual to tabular claims shown in
Table 1 for policy years ending in 1960 as compared to policy years ending
in 1939 is below the average yearly increase in cost which is expected on
account of price inflation and increasing utilization. A further analysis of
the data shown in Table 1 was made to examine the experience under
plans for which data were contributed in both the 1959 and 1960 policy
years. A comparison of the ratios of actual to tabular claims for this por-
tion of the experience did not show any significant difference from the
total experience. The relatively small increase in level of claim costs from
1959 to 1960 policy years is also inconsistent with the day-to-day experi-
ence of those individuals in the contributing companies responsible for
underwriting this form of health insurance. These results should not,
therefore, be considered as representative or indicative of the increasing
claim costs to be expected under Comprehensive plans.

Table 2 sets forth nonmaternity and maternity experience by female
percentage and average age factor. The ratios of actual to tabular claims
for nonmaternity experience are reasonably consistent and indicate that
the 1960 Tabular age scale may represent satisfactorily the pattern of
claim costs by age. In interpreting the ratios of actual to tabular claims
for the maternity experience presented in this table, it should be noted
that tabular claims have not been varied according to the age distribution



TABLE 2

COMBINED 1959-60 POLICY YEARS’ EXPERIENCE

NONMATERNITY AND MATERNITY EXPERIENCE BY AGE AND FEMALE PERCENT
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

NONMATERNITY EXPERIENCE

MATERNITY EXPERIENCE

AVERAGE AGE
FACTOR AND Number of | Emplo Ratio of Ratio of
FEMALE PERCENT E er o v P yefe Actual Actual Actual Actual
xpert- cars o Claims to 1960 Claims to 1960
ence Units | Exposure Tabular Tabular®
Employee
60~79:
<31%...... 89 12,423 451,466 1019, 27,492 137%t
319, or more. 35 5,096 193,627 97 25,539 158¢
Total........ 124 17,519 645,093 100 53,031 1461
80-89:
<31%...... 198 38,910 1,605,715 96 45,277 113¢
319, or more 61 6,823 321,057 106 18,621 128t
Total........ 259 45,733 | 1,926,772 98 63,898 | 117
90-99:
<31%...... 244 54,593 | 2,252,581 98 94,736 | 136
319, or more 123 18,184 899,568 102 38,315 57
Total........ 367 72,777 | 3,152,149 99 133,051 97
100-109:
<31%...... 283 59,970 | 2,727,347 98 71,233 103
319, or more 113 17,266 924,485 | 100 56,641 81
Total........ 396 77,236 | 3,651,832 99 127,874 92
110-119:
<31%...... 170 35,911 | 1,811,004 | 103 33,736 92+
319, or more. 76 10,920 615,995 100 27,262 64t
Total........ 246 46,831 2,426,999 102 60,998 7
120 or more:
<31%...... 179 21,964 1,442,428 111 11,253 64t
319 or more. 115 12,355 880,093 107 12,519 541
Total........ 294 34,319 2,322,521 110 23,772 58t
All ages:
<31%...... 1,163 223,771 | 10,290,541 100 283,727 112
319%, or more 523 70,644 | 3,834,825 102 178,897 7
Total........ 1,686 294,415 | 14,125,366 101 462,624 95

* Tabular maternity claims do not vary by age distribution.
t Less than $50,000 of tabular claims.



TABLE 2—Continued

NONMATERNITY EXPERIENCE

MATERNITY EXFERIENCE

AVERAGE AGE
FacTtom AND Number of | Employee Ratio of Ratio of
FEMALE PERCENT E . v P £ Actual Actual Actual Actual
xper cars o Claims to 1960 Claims | to 1960
ence Units | Exposure} “Tabular Tabular*
Dependent
60-79:
<3%...... 88 8,378 607,817 939, 205,006 | 1559,
319%, or more. 35 2,954 229,694 98 57,864 154t
Total........ 123 11,332 837,511 95 262,870 155
80-89:
<31%...... 196 29,017 2,767,666 107 464,644 119
319, or more. 59 3,723 332,112 | 100 26,065 | 108t
Total........ 255 32,740 | 3,099,778 106 490,709 118
90-99:
<39%...... 242 42,051 3,476,037 103 775,473 112
319, or more. 122 9,328 774,073 90 114,915 | 109
Total........ 364 51,379 | 4,250,110 100 890,388 | 111
100-109:
<31%...... 279 47,080 | 4,021,530 102 606,714 94
319, or more. 111 8,774 801,391 95 84,306 79
Total........ 390 55,854 | 4,822,921 101 691,020 92
110-119:
<39, ... 160 26,693 2,291,205 100 292,384 81
319, or more. 69 5,836 407,482 73 35,577 47
Total........ 229 32,529 2,698,687 95 327,961 75
120 or more:
<31%...... 172 16,445 1,579,036 100 154,136 72
319, or more. 105 6,217 628,971 94 36,685 46
Total........ 277 22,662 2,208,007 98 190,821 65
All Ages:
<31%...... 1,137 169,664 | 14,743,291 102 2,498,357 102
319, or more. 501 36,832 | 3,173,723 91 355,412 83
Total........ 1,638 206,496 | 17,917,014 100 2,853,769 100

* Tabular maternity claims do not vary by age distribution.
t Less than $50,000 of tabular claims.
$ For dependents, exposure of employees insured with respect to their dependents.
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of covered employees. Therefore, the ratios of actual to tabular claims
shown for groups with average age factors less than 1009, should indicate
the approximate amount of increase in claim cost for maternity benefits
which may be attributable to the age distribution. The ratios of actual
to tabular maternity claims by average age factor are fairly consistent

TABLE 3
COMBINED 1959-60 PoLICY YEARS’ EXPERIENCE
NONMATERNITY AND MATERNITY EXPERIENCE BY FEMALE PERCENT
NoONJUMBO GROUPS, ALL CAUSE PLANS ONLY

NoNMATERNITY EXPERIENCE MarerniTY ExPERIENCE
FEMALE . .
PexcEnt Numbex: Employee Actual l}::::;;f Actual lt:ct::s(;f
A e | peam ol | Claims t0 1960 |  Claims | to 1960
ence Ut Tposure Tabular Tabulart
Employee
<11%. ... 489 90,010 3,967,856 97%, 53,622 147%t
11-21...... 39 80,418 3,736,784 101 90,189 93
21- 31...... 283 53,343 2,585,901 105 139,916 117
31-41...... 143 17,731 906,233 102 40,894 82%
41- 51...... 149 23,414 1,275,946 106 62,106 94
51- 61...... 90 14,706 799,512 99 32,864 53
61-71...... 69 6,559 379,241 107 23,457 113t
71- 81...... 44 3,856 236,861 102 4,285 311
81-91...... 25 4,231 221,293 89 14,79 691
91-100...... 3 147 15,739 163} 492 109%
Total......] 1,686 | 294,415 | 14,125,366 101 462,624 95
Dependent
<11%.... 479 73,208 6,285,379 102% 980,846 97%
11-21...... 384 60,448 5,299,570 101 875,542 102
21- 31...... 274 36,008 3,158,342 104 641,969 115
31-41...... 134 10,422 814,474 87 123,142 87
41- 51...... 14 12,393 1,158,347 98 116,389 29
51-61...... 85 7,460 685,417 96 70,288 71
61- 71...... 67 3,024 253,933 83 25,324 90}
71— 81...... 43 1,448 103,534 71 8,522 411
81-91...... 25 2,045 154,452 75 11,747 53t
91-100...... 3 40 3,566 80F [...ooiiiii it
Total...... 1,638 206,496 17,917,014 100 2,853,769 100

* For dependents, exposure of employees insured with respect to their dependents.
t Tabular maternity claims do not vary by age distribution.
t Less than $50,000 of tabular claims.
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and demonstrate a generally downward trend as the average age factor
increases.

Table 3 presents nonmaternity and maternity experience by female
percentage only. The ratios of actual to tabular claims for nonmaternity
experience are reasonably consistent, but the ratios for maternity experi-
ence are irregular.

Table 4 shows the nonmaternity experience by percentage of em-
ployees earning $10,000 or more annually for that portion of the experi-
ence data for which contributing companies were able to submit an income
distribution of covered employees. The tabular claims determined in ac-
cordance with the formula described in this paper are not adjusted to
reflect the increased claim cost expected on account of high income.

TABLE 4

COMBINED 1959-60 POLICY YEARS’ EXPERIENCE
NONMATERNITY EXPERIENCE BY PERCENT OF EMPLOYEES
EARNING $10,000 OR MORE ANNUALLY
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Percent Earn- Number of Empl Ratio of
ing $10,000 | AW O mployee Actnal Actual
xperience Years of N
or More Units Exposure* Claims to 1960
Anpually Tabulart
Employee

<119,. . 1,15 210,232 9,757,613 9897,
11-21..... 331 61,207 3,264,493 107
21-31..... 9 10,969 486,806 100
31-41..... 30 1,204 66,839 106
41-100.. ... 25 1,171 78,691 144
Unknown. .. 58 9,542 470,924 111
Total..... 1,686 294,415 14,125,366 101

Dependent

<11%,.. 1,118 145,951 12,281,525 98%,
11-21..... 322 43,979 4,159,235 102
21- 31..... 89 8,250 729,411 112
31-41..... 28 802 79,022 115
41-100. . ... 25 913 103,527 135
Unknown. .. 56 6,601 564,294 107
Total..... 1,638 206,496 17,917,014 100

* For dependents, exposure of employees insured with respect to their dependents.
t Tabular claims do not vary by income distribution.
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Therefore, the higher ratios of actual to tabular claims shown for groups
with a high proportion of employees earning $10,000 or more annually
may be indicative of the effect of these incomes on claim cost. The actual
income distribution of covered employees for each of the income cate-
gories of the proportion earning $10,000 or more annually are shown in
Table 12 and may be used to estimate the effect of a scale of income
adjustment factors on the ratios of actual to tabular claims shown in this
table.

Table § presents the combined employee and dependent nonmaternity
experience by metropolitan area, state, and region. The 1960 Tabular
area factor Is also shown in the table in order to facilitate comparisons
with actual experience. In assigning metropolitan area codes to the data
submitted, contributing companies used state and region codes in those
instances where it was not known whether 759 of the covered employees
were in a given metropolitan area. Hence, the experience shown for states
and regions may include a few cases where a substantial proportion of
the employees are actually located in one of the metropolitan areas shown
in the table. In general, the ratios of actual to tabular claims appear to
indicate that the 1960 Tabular area factors adopted are reasonably satis-
factory at least for those metropolitan areas and states with a substantial
volume of experience.

Table 6 summarizes the experience in Table 5 for the nine metropolitan
areas and thirteen states for which the largest amount of experience data
was submitted. It provides a comparison of the relative level of experience
with the previous intercompany area study results included in the 1957
Intercompany Comprehensive Study. The ratio of the 195960 experience
to Los Angeles was obtained by determining for each area the area tabular
that would have resulted in a ratio of actual to tabular equal to that for
““Total, All Locations Above” shown in Table 5 and then dividing all such
factors by the corresponding Los Angeles factor.

Table 7 shows the nonmaternity experience for plans classified accord-
ing to the type of restriction applicable to treatment of mental and
nervous disorders. The ratios of actual to tabular claims shown in this
table are, as would be expected, generally less for plans including a re-
striction on the treatment of mental and nervous disorders,

Table 8 shows the nonmaternity experience by maximum benefit pro-
vided by the plan. As indicated earlier in this paper, the 1960 Tabular
costs do not include adjustments for the amount of maximum benefit
provided. The ratios of actual to tabular claims indicate, however, that
plans with a $10,000 maximum benefit do have a level of claim cost which
is greater than that of plans with a $5,000 maximum benefit.



TABLE 5

EMPLOYEE AND DEPENDENT 195960 POLICY YEARS’ EXPERIENCE
NONMATERNITY EXPERIENCE BY REGION, STATE, AND METROPOLITAN AREA
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Ratio of 1960
Region,* State,t or g:m:’;r :f Years of Actual Actual Tabular
Metropolitan Area S:t:; € Exposure} Claims to 1960 Area
g Tabular Factor
Region............... 3 667 88,357 1099, 1009,
Connecticut. ....... 1 77 5,719 708 100
Bridgeport. ...... 4 1,258 118,422 110 100
New Haven...... 3 158 14,729 103§ 100
Total............ 8 1,493 138,870 106 |..........
Maine. ............ 9 1,293 147,489 100 92
Massachusetts. ... .. 6 560 66,745 109 100
Boston........... 24 2,350 249,340 96 108
Total............ 30 2,910 316,085 98 l..........
RhodeIsland. ......|.........L ..o e oo 108
Providence. . ..... 2 141 20,060 97§ 108
Total............ 2 141 20,060 978 |..........
Region Total. ...... 52 6,504 710,861 100 |..........
Region............... 3 2,112 232,960 98% 100%
District of Columbia. 1 62 5,303 72§ 100
New Jersey......... 7 2,611 194,340 100 100
New York.......... 26 3,229 313,023 93 92
Albany-Schenec-

tady-Troy...... 7 451 40,758 95§ 100
Buffalo.......... 14 922 93,287 95 100
New York~North-

eastern New Jer-

SEY i e 38 3,366 351,070 98 108
Syracuse......... 8 1,337 119,429 92 100
Total............ 93 9,305 917,567 95 ...,

Pennsylvania. ...... 7 2,481 198,100 95 92
Philadelphia. . .... 13 656 71,819 108 100
Pittsburgh........ 3 188 24,407 110§ 100
Total............ 23 3,325 294,326 9 ...

Region Total. ...... 127 17,415 1,644,496 97 ...

Region,.............. 8 1,384 128,943 97% 100%

IMlinois. . ........... 58 7,453 718,905 97 92
Chicago.......... 101 14,754 1,477,200 96 100
Total............ 159 22,207 2,196,114 9% |.........

Indiana............ 38 4,429 359,357 94 84
Indianapolis. . .. .. 16 4,712 440,668 96 4
Total............ 54 9,141 800,025 95 ...

Kentucky.......... 10 554 60,457 112 84
Louisville......... 8 415 42,613 26§ 92
Total............ 18 969 103,070 105 ...,

* Excludes groups coded for a specific state or metropolitan area.
t Excludes groups coded for a specific metropolitan area.

1 Employee only.

§ Less than $50,000 of tabular claims.
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TABLE 5—Continued

Ratio of 1960
Region,* State,t or S:T:i;:i Years of Actual Actual Tabular
Metropolitan Area IIJ)ni tst Exposure} Claims to 1960 Area
Tabular Factor
Region—Continued
Michigan 24 3,606 374,348 0 100%
Detroit 25 1,339 181,455 108 116
Total.,.......... 49 4,945 535,803 102 ...
Ohio........ 13 2,024 207,371 102 92
Cincinnati. 3 329 34,660 102§ 100
Cleveland. . 3 572 72,548 105 108
Columbus 7 2,597 260,169 91 100
Dayton 5 689 67,224 101 100
Toledo........... 2 59 7,623 113§ 100
Total............ 33 6,270 649,595 98 l.........
Wisconsin.......... 7 908 80,819 73 92
Milwaukee. ...... 14 2,251 257,739 107 100
Total............ 21 3,159 338,558 9% ..
West Virginia....... 12 733 113,628 158 84
Region Total....... 354 48,808 4,885,736 [22: J
Region.........,..... 7 2,158 217,355 106% 1009,
Towa............... 15 4,229 439,204 97 100
Kansas............. 17 1,467 147,778 118 92
Minnesota.......... 10 4,348 376,065 93 92
Minneapolis—
St, Paul........ 13 720 77,644 93 108
Total............ 23 5,068 453,709 93 |
Missouri........... 17 935 107,010 113 92
Kansas City...... 8 470 42 360 96§ 100
St. Louis......... 16 1,52 147,398 89 100
Total............ 41 2,926 296,768 97 ...l
North Dakota. .. ... 1 40 3,870 82§ 92
South Dakota....... 2 1,279 114,333 92 92
Region Total....... 106 17,167 1,673,017 98  |..........
Region............... 1 89 10,043 95%% 1009,
Colorado........... 2 343 61,186 151§ 100
Denver.......... 4 285 36,773 129§ 108
Total............ 6 628 97,959 142 ...
Idaho.............. 6 460 48,741 91 100
Montana........... 3 118 16,544 107§ 100
Nevada............ 4 420 45,175 1288 108
Utah.............. 7 3,365 326,367 87 92
27 5,080 544,829 98  |..........
1 54 10,512 127%%§ 1249,
91 16,448 2,074,334 103 132
298 29,172 3,797,711 101 140
16 1,049 123,741 96 132
33 2,725 380,472 106 140
438 49,394 6,376,258 102 ... . ...,
13 1,890 230,087 89 108
S 333 35,762 86§ 116
18 2,223 265,849 8 ...

* Excludes groups coded for a specific state or metropolitan area.

1 Excludes groups coded for a specific metropolitan area.

1 Employee only.

§ Less than $50,000 of tabular claims.



TABLE 5—Continued

Number of Ratio of 1960
Region,* State,t or Experience Years of Actual Actual Tabular
Metropolitan Area g . Exposure} Claims to 1960 Area
nits} Tabular Factor
Region—Continued
Washington........ 6 3,141 341,744 102% 108%
Seattle........... 10 1,387 155,820 108 116
Total............ 16 4,528 497,564 106 ..l
Region Total. ...... 473 56,199 7,150,183 102 (...,
Region............... 11 640 68,821 99% 100%
Arizopa............ 22 1,093 156,800 113 116
Arkansas........... 18 2,830 196,794 80 84
Louisiana........... 25 6,872 698,130 93 100
New Orleans...... 2 153 12,884 80§ 108
Total............ 27 7,025 711,014 93  {..........
New Mexico........ 9 759 84,194 97 100
Oklahoma.......... 16 854 83,657 100 92
Texas.............. 50 8,287 933,089 98 108
Dallas........... 15 1,548 216,037 101 124
Fort Worth........ 6 1,143 108,897 100 124
Houston......... 51 8,835 1,169,350 104 140
San Antonio. ..... 2 164 8,873 56§ 108
Total............ 124 19,977 2,436,246 01 |,
Region Total. ...... 227 33,178 3,737,526 98 ...l
Region............... 8 10,380 1,288,714 104%, 929,
Alabama........... 2 193 30,762 195§ 92
Birmingham. ..... 6 343 22,995 678 100
Total...... e 8 536 53,757 107 ...,
Florida............. 26 4,052 396,774 92 92
i 15 1,132 141,443 110 108
4 137 13,139 84§ 108
45 5,321 551,356 9 |
14 7,651 855,791 104 92
13 443 30,505 63§ 100
27 8,094 886,296 0] R
Maryland.......... 8 759 50,475 86 84
Baltimore........ 14 1,632 162,402 91 92
Total. ........... 22 2,391 212,877 L
Mississippi. . .-..... 4 275 31,347 109§ 92
North Carolina. . . .. 15 2,184 173,974 100 84
South Carolina...... 7 1,237 124,143 93 76
Tennessee.......... 14 1,646 128,501 o1 92
Memphis......... 8 1,256 168,640 122 100
Total...,........ 22 2,902 297,141 106 [.........
Virginia............ 9 1,063 63,805 87 84
Norfolk-Ports-
wouth......... 5 223 16,105 85% 92
Total............ 14 1,286 79,910 8 ...
Region Total....... 172 34,606 3,699,515 100 Lol
Hawaii,............ 4 357 27,138 106§ 100
Total, All Locations
Above............. 1,542 219,314 | 24,073,301 99t
All Other||............ 144 75,101 7,969,079 103 100
Total, All Locations. . .| 1,686 294,415 | 32,042,380 100 j..........

* Excludes groups coded for a specific state or metropolitan area.

t Excludes groups coded for a specific metropolitan area.
§ Leas than $50,000 of tabular claims.
§ Leas than 75% of employees in one region, state, or metropolitan area.

1 Employee only.
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Table 9 sets forth the nonmaternity experience for the more common
accumulation restrictions on the deductible included in these plans. The
1960 Tabular costs have not been adjusted to reflect variations in claim
costs due to this feature of these plans. Therefore, the ratios of actual to
tabular claims shown in the table should indicate the approximate effect
of these limitations in benefits. The results are not sufficiently consistent
to warrant a high degree of credibility, but they appear to indicate modest
savings for plans with an accumulative restriction.

Table 10 shows the nonmaternity experience according to the coinsur-
ance provision of the plan. Even though the tabulars were adjusted for
coinsurance, the ratios of actual to tabular for 809, coinsurance plans are
uniformly greater than those for 75%, coinsurance plans.

Tables 11, 12, 13, 14, and 15 show distributions of the combined 1959
and 1960 exposure by age, income, and dependent unit composition for

TABLE 6

EMPLOYEE AND DEPENDENT 1959-60 POLICY YEARS' EXPERIENCE
NONMATERNITY EXPERIENCE BY STATE AND METROPOLITAN AREA
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Now- Rato | 1960 Rari0 TO LOS ANGELES
BER OF YeaRs oF Tanvy-
METROPOLITAN AREA | Fypr. or Acruar |Acruar| 1ae | 00 | 105060
Exro- CLamds | To 1960 | AREA 1959
OR STATE RIENCE | ooy TABD Fa Tabular | Actual An
UNITS* - C- | “Area [ Experi- Stady
Lak TOR | pactor | ence tudy t
Metropolitan Area:
Boston, Mass. . 24 2,350 249,340 96% 108 1% 3% 69.6%
Chicago, 111.. .. 101 14,754 | 1,477,209 96 100 71 68 68.7
Columbus, Ohio . 7 2,597 260,169 91 100 71 64 73.7
Houston, Tex,. ... ... s1 | 8,835 | 1,169,350 104 | 132 94 97 915
Indianapolis, Ind.. ... 16 4,712 440,668 96 92 66 62 55.1
Los Angeles, Cal...... 298 29,172 | 3,797,711 101 140 100 100 100.0
Milwaukee, Wis.. . ... 14 2,251 257,739 107 108 7 82 66.2
New York, N.Y...... 38 3,366 351,070 98 108 17 75 7.2
San Francisco~Oak-
land, Cal.......... 33 2,725 380,472 106 140 100 105 93.6
Total............. 582 70,762 | 8,383,728 10417 IO AU [ DO
State:}
California........... 91 16,448 | 2,074,334 1039, 124 89%, 90% 84 .89,
Florida. .. e 26 4,052 396,774 92 92 66 60 122.1
Georgia. .. 14 7,651 855,791 104 84 60 62 [........
Ilinois.. .. 58 7,453 718,905 97 92 66 63 66.8
Indiapa. .. 38 4,429 359,357 94 84 60 56 50.5
owa. ...... 15 4,229 439,204 97 100 71 69 73.6
Louisiana. . . 2§ 6,872 698,130 923 100 71 66 4.8
Michigan.... e 24 3,606 374,348 929 100 71 70 75.4
Minnesota..... ..... 10 4,348 376,065 93 100 71 66 63.8
26 3,229 313,023 93 92 66 61 70.0
50 8,287 933,089 98 100 il 69 57.2
7 3,365 326,367 87 92 66 57 56.2
6 3,141 341,744 102 108 77 8 |
390 | 77,110 | 8,207,131 9% oo b

* Employee only.
¥ TSA X1I, 573-74.
1 Excludes groups coded for a specific metropolitan area.
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“all cause” nonjumbo plans. These distributions were prepared to facili-
tate a comparison of the exposure characteristics with the claim experi-
ence shown in Tables 1-10. The exposure tables relate to nonmaternity
experience only; separate exposure for plans with maternity benefits is
not shown in this paper. Table 11 shows the percentage distribution of
covered employees by age for groupings of the average age factor and
female percentage. Table 12 shows the distribution of covered employees
by income for those cases having specified percentages of their employees
earning $10,000 or more annually, while Table 13 shows income distribu-

TABLE 7

COMBINED 1959-60 PoLICY YEARS' EXPERIENCE
NONMATERNITY EXPERIENCE BY MENTAL AND NERVOUS RESTRICTION
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Ratio of
Number of Employee
Code* Experience Years of Aa.u al Actusl
Units Exposuret Claims to 1560
P Tabular}
Employee
oo, 1,162 206,337 10,050,671 103%,
2.0 249 69,464 3,189,968 97
K 7 17,106 831,837 95
4. ... 2 1,306 43,360 76
Seiiiiieenn 2 202 9,530 104§
Total....... 1,686 294,415 14,125,366 101
Dependent
) S 1,131 146,006 12,643,184 1019,
2. 235 48,359 4,246,875 99
3. 268 10,826 916,462 85
[ S 2 1,188 101,104 113
Soiiet 2 117 9,389 95§
Total....... 1,638 206,496 17,917,014 100

* Mental and nervous restriction code:
. Covered for full plan benefits whether or not confined in a hospital.
. Covered for full plan benefits while confined in a hospital and reduced or limited
benefits while not confined in a hospital.
. Covered for full p]an benefits while confined in a hospital and no benefits while not
confined in a hospi
. Covered for reduced or limited benefits whether or not confined in a hospital.
. Not covered.
t For dependents, exposure of employees insured with respect to their dependents.
3 Tabular claims do not vary by mental and nervous restriction.

§ Less than $50,000 of tabular claims.
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NONMATERNITY EXPERIENCE BY MAXIMUM BENEFIT

TABLE 8
COMBINED 1959-60 POLICY YEARS' EXPERIENCE

NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Number of Employee Ratio of

Lifetime N Actual Actual to

Maximum Experience Years of Claims to 1960

Urits Exposure®
Tabulart
Employee

$2,500-$ 4,999........ 6 2,358 87,528 88
5,000................ 1,044 107,977 5,146,783 98
5,001~ 9,999.. ... ... 52 10,890 476,864 102
10,000.. ... . . ......... 575 165,106 8,065, 774 103
10,001~ 19,999........ 7 5,354 212,036 98
20,000 or more. ........ 2 2,730 136,381 102
Total................... 1,686 294,415 14,125,366 101

Dependent

$ 2,500-$ 4,999........ 2 1,123 85,365 1079,
,000. ... .. ..., 1,014 73,323 6,445,005 97
5,001~ 9,999 .. ... " 52 8,047 617,959 96
10,000................ 561 117,822 10,318,439 102
10,001~ 19,999..... ... 7 4,310 298,798 92
20,000 or more......... 2 1,871 151,448 93
Total.........cocvvvnnn 1,638 206,496 17,917,014 100

* For dependents, exposure of employees insured with respect to their dependents.

t Tabular claims do not vary by lifetime maximum.
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TABLE 9

COMBINED 1959-60 POLICY YEARS' EXPERIENCE
NONMATERNITY EXPERIENCE BY DEDUCTIBLE ACCUMULATION PERIOD
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

. Ratio of
Deductible Number of Employee

Accumulation Experience Years of Aﬁ.‘m Actual

Period Units Exposure* Claims to 1960

pos Tabulart

Employee

30days................ 6 5,436 297,671 1149,
60days................ 141 23,217 1,101,463 100
90days................ 126 36,838 1,738,692 96

120 days or more, but less
than benefit period..... 389 59,534 2,738,252 99
Entire benefit period. . . .. 1,024 169,390 8,249,288 102
Total................... 1,686 294,415 14,125,366 101
Dependent

30days.......c..o.n. . 6 4,323 363,315 96%
60days................ 132 16,450 1,328,775 96
90days................ 122 27,957 2,600,574 100

120 days or more, but less

than benefit period..... 369 39,826 3,321,151 97
Entire benefit period. . . .. 1,009 117,940 10,303,199 102
Total................... 1,638 206,496 17,917,014 100

* For dependents, exposure of employees insured with respect to their dependents.

4 Tabular claims do not vary by deductible accumulation period.
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TABLE 10
COMBINED 1959-60 PoLICY YEARS' EXPERIENCE

NonNjuMBO GROUPS, ALL CAUSE PLANS ONLY

Coi Number of | Employee Ratio of
oinsurance A Actual Actual
Percentage Exper'lenCe Years of Claims to 1960
Units Exposure*
Tabular
Employee
75-25%,
Without Full Reimbursement of]
Hospital Expenses. ......... 40 9,814 467,975 110%
With Full Reimbursement of|
Hospital Expenses. ......... 150 37,930 1,578,465 90
Total........ooviiiviinennn. 190 47,744 2,046,440 94
80-209,
Without Full Reimbursement of
Hospital Expenses. ......... 266 36,659 1,699,629 104
With Full Reimbursement of
Hospital Expenses. ......... 1,230 210,012 10,379,297 102
otal............ ...l 1,496 246,671 12,078,926 102
Total.............coiviiiinn... 1,686 294,415 14,125,366 101
Dependent
75-259%,
Without Full Reimbursement of
Hospital Expenses.......... 36 8,047 702,623 109%,
With Full Reimbursement of|
Hospital Expenses. ......... 149 27,561 2,152,825 95
Total.................cvu.et. 185 35,608 2,855,448 98
80-209,
Without Full Reimbursement of]
Hospital Expenses.......... 255 24,080 1,843,233 08
With Full Reimbursement of]
Hospital Expenses. . ........ 1,198 146,808 13,218,333 100
Total.........oooveiiinns, 1,453 170,888 15,061,566 100
Total..ooovvvenei s, 1,638 206,496 17,917,014 100

* For dependents, exposure of employees insured with respect to their dependents.
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TABLE 11

COMBINED 195960 POLICY YEARS’' EXPERIENCE
EMPLOYEE AGE DISTRIBUTION BY AVERAGE AGE FACTOR AND FEMALE PERCENT
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Nuou- Ex- P D A
AVERAGE AGE | BER OF | PLOYEE ERCENTAGE DISTRIBUTION BY AGE
Facror AN  (Expenr-| YEARS
FeMALE PERCENT| ENCE | oF Ex-
Units | posURE | <40 | 40-44 | 45-49 | 50~54 | 55-59 | 60-64] > 65 | Total
60-79:
<31%,..... 89 | 12,423i82.49,| 9.29%)| 5.0%!| 2.1%) 0.99%0.3%,0.1%/100%,
31% 0r more] 35| 5,096/81.4 7.8 |6.2 2.6 1.3 [0.6 0.1 [100
Total. ..... 124 |1 17,519182.0 | 8.8 (5.4 [2.3 1.0 [0.4 0.1 (100
80-89:
<31%..... 198 | 38,910(68.6 |13.1 8.8 |5.1 2.8 j1.1 10.5 |100
31%ormoré 61| 6,823/69.7 [11.9 8.6 (4.8 |3.0 {1.2 0.8 |100
Total. ..... 259 | 45,733(68.7 [(12.9 | 8.8 |5.1 2.8 1.1 |0.6 (100
90-99:
<319%..... 244 ) 54,593/61.3 12,8 |10.1 7.2 4.8 12.8 1.0 {100
31%ormore) 123 ) 18,184/62.1 [12.9 | 9.9 | 6.8 | 4.3 2.8 [1.2 100
Total. ..... 367 | 72,777161.5 |12.8 |10.1 7.1 4.7 2.8 [1.0 100
100-109:
<31%..... 283 1 59,970{52.9 (13.4 (12.0 19.4 [ 6.7 (4.0 (1.6 (100
319 0ormorel 113 | 17,266|53.3 112.7 [11.4 | 9.9 [ 6.7 §3.7 |2.3 {100
Total. ..... 396 ( 77,236/53.0 (13.2 |11.9 [ 9.5 [ 6.7 (3.9 (1.8 {100
110-119,
<319,..... 170 | 35,911)45.5 ]13.9 112.7 J]10.9 ) 8.3 |5.8 (2.9 ]100
31%ormore, 76| 10,920144.9 j13.8 [13.2 |11.8 (8.4 4.6 [3.3 {100
Total...... 246 | 46,831145.4 {13.9 [12.8 [i1.1 8.3 15.5 (3.0 [100
120 or more:
<319%..... 1791 21,964133.9 112.3 [13.0 ]13.0 (12.2 9.1 |6.5 |100
319%oormore, 11514 12,355/34.4 111.9 12,7 j13.8 [11.0 9.0 (7.2 1100
Total. ..... 294 | 34,319|34.0 ([12.2 {12.8 j13.3 [11.8 (9.1 |6.8 (100
All Groups:
<31%..... 1,163 (223,771156.3 {12.9 (10.8 | 8.3 6.0 13.8 (1.9 (100
31%ormore| 523 | 70,644{54.5 (12.3 [10.9 (9.1 6.4 4.1 (2.7 (100
Total. ..... 1,686 |294,415(55.8 (12.8 ]10.8 | 8.5 | 6.1 (3.9 |2.1 [100
TABLE 12
COMBINED 1959-60 POLICY YEARS' EXPERIENCE
EMPLOYEE INCOME DISTRIBUTION BY PERCENT OF EMPLOYEES
EARNING $10,000 OR MORE ANNUALLY
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY
Pencent | Nuu- Ea PERCENTAGE DISTRIBUTION BY ANNUAL EARNINGS
EARNING | BER OF PLOYEE
$10,000 | ExeER)- YeArs or | Less $5,000 | $7,500 | $10,000 | $15,000 | $20,000
Oor MORE | ENCE
AxnuaLLy| Unizs ExposUzE| than to to to to or Total
$5,000 | $7,500 | $10,000 | $15,000 | $20,000 | More
<1191 1,151 | 210,232| 56.2%; 29.19%,) 10.4% 2.8%; 0.8%,| 0.7%/! 1009,
11-21...} 331 | 61,207] 34.1 j31.8 §19.0 | 10.2 2.8 2.1 | 100
21-31... 91 10,969] 27.8 29.6 18.9 14.4 4.5 4.8 100
31-41. .. 30 1,294 29.1 22,9 14.6 16.0 9.5 7.9 100
41 or
more. . 25 1,171 14.7 18.2 12,7 { 30.4 8.5 15.5 100
Total.| 1,628 | 284,873| 50.0 | 29.6 | 12.6 5.0 1.5 1.3 | 100
58 9,542 Distribution not available




TABLE 13
COMBINED 1959-60 PoL1CY YEARS’ EXPERIENCE
EMPLOYEE INCOME DISTRIBUTION BY AVERAGE AGE FACTOR
NoNJUMBO GrOUPS, ALL CAUSE PLANS ONLY

PERCENTAGE DISTRIBUTION BY ANNUAL EARNINGS
Num- Ene
AVERAGE | BER OF PLOYEE
F:‘C?:OR EE";‘;‘ Yeams or| Less | $5,000 | $7,500 | $10,000 | $15,000 | $20,000
Untrs Exposure{ than to to to to or Total
$5,000 | $7,500 | $10,000 | $15,000 | $20,000] More
60— 79...1 123 16,173| 55.49 27.99, 9.29,) 4.99%, 1.99%i 0.79, 1009,
80— 89... 256 | 45,309 47.8 | 28.3 15.7 5.8 1.3 1.1 100
90— 99. .. 353 70,959 52.3 | 28.1 12.1 4.9 1.5 1.1 100
100-109.. . 378 | 74,3731 49.0  31.1 12.7 4.4 1.4 1.4 100
110-119. .. 234 | 44,896| 47.5 | 34.5 10.5 4.8 1.5 1.2 100
120 ormore] 284 | 33,163| 51.8 | 25.5 13.6 5.6 1.6 1.9 100
Total.. [ 1,628 | 284,873 50.0 | 29.6 12.6 5.0 1.5 1.3 100
58| 9,542 Distribution not available

TABLE 14
COMBINED 1959-60 PoLICY YEARS' EXPERIENCE
DEPENDENT UNIT COMPOSITION BY AVERAGE AGE FACTOR
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

PERCENTAGE OF DEPENDENT
AvERAGE NuMBER OF DEPENDENT Units CONTAINIKG:
AGE FACTOR ExpERIENCE Unir YEARS
Units oF ExposSuRE*
Spouse Children
60-79....... 21 2,093 91.89%, 76.9%
80~ 89....... 49 17,676 94.8 80.3
90-99....... 920 19,863 92.2 4.1
100-109....... 152 22,050 90.0 76.2
110-119.. .. ... 80 8,442 93.5 70.1
120 or more. ... 96 12,273 93.6 62.6
Total........ 488 82,397 92.5 74.0
One Two or More
Dependent Dependents
60-79....... 31 4,677 30.0% 70.09,
80- 89....... 106 10,392 25.1 74.9
90-99....... 126 23,124 26.9 73.1
100-109. .. .... 115 19,037 29.0 71.0
110-119....... 78 13,179 35.8 64.2
120 or more. . .. 93 6,003 40.6 59.4
Total........ 549 76,412 30.0 70.0
601 47,687 Distribution not available

* Exposure of employees insured with respect to their dependents.

39
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tions for groupings of the average age factor. Table 14 shows the compo-
sition of dependent units by average age factor, and Table 15 shows this
information by female percentage. In Tables 12-15, only a portion of the
total exposure was distributed by income or dependent unit composition,
since this information was not available for many groups.

CONCLUSIONS

As previously mentioned, the experience results in this study pertain
to policy years ending in 1959 and 1960. Hence the experience level for
these combined policy years centers about July 1, 1959, Substantial in-
creases in claim costs for these plans have been experienced by the con-
tributing companies since 1959, and these changes in the level of medical
expenses and insurance costs must be considered in interpreting these
results or in applying them for future use. It is our opinion that the 1960

TABLE 15

COMBINED 1939-60 POLICY YEARS’ EXPERIENCE
DEPENDENT UNIT COMPOSITION BY FEMALE PERCENT
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

PERCENTAGE OF DEPENDENT
FEMALE NuMBER OF DEPENRDENT Units CONTAINING:
PERCENT EXPERIENCE UNIT YEARS
Units o¥ Exposurr*
Spouse Children
<119, ........ 116 25,906 96.6%, 74.59,
11-21......... 112 24,403 95.1 75.8
21-31......... 98 17,463 93.1 72.4
31-41......... 35 2,512 87.5 75.4
41-51......... 41 4,033 86.1 66.3
51 ormore. . ... 86 8,080 74.9 73.5
Total........ 488 82,397 92.5 74.0
One Two or More
Dependent | Dependents
<11% 150 22,172 26.6% 73.49%,
11-21......... 158 28,874 29.6 70.4
21-31......... 81 12,364 32.0 68.0
3141......... 51 4,805 33.2 66.8
41-51......... 43 4,554 32.2 67.8
51 ormore. .. .. 66 3,643 39.5 60.5
Total........ 549 76,412 30.0 70.0
601 47,687 Distribution not
available

* Exposure of employees insured with respect to their dependents.
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Tabular measures the principal variations in claim costs due to plan char-
acteristics and the age and sex composition of the exposure. We hope that
this study and the development of the 1960 Tabular will make possible
future annual studies of Comprehensive Medical Expense plans and
furnish a tool which will enable the increasing costs of these benefits to
be demonstrated. Also, we hope that the members of the Society will be
able to provide supplemental statistics available to them which may indi-
cate more recent levels of Comprehensive experience or which will con-
tribute to the further development or modification of the tabular costs
reported in this paper.

CONTRIBUTING COMPANIES
The following companies submitted experience to the study:

Aetna Life Insurance Company

Connecticut General Life Insurance Company
Continental Assurance Company

Equitable Life Assurance Society

John Hancock Mutual Life Insurance Company
Metropolitan Life Insurance Company
Occidental Life Insurance Company of California
Provident Life and Accident Insurance Company
Prudential Insurance Company of America

The Travelers Insurance Company

The authors are deeply appreciative of the co-operation and assistance of the
individual members of the Committee on Experience under Group Health In
surance who made this paper possible. They also wish to thank Mr. John Mah
der, who assisted in the preparation of the data.



APPENDIX A

1960 TABULAR COSTS FOR COMPREHENSIVE
MEDICAL EXPENSE PLANS

Tabular costs for an “all cause” plan of Comprehensive Medical Ex-
pense Benefits are determined as set forth below:

Step I. Basic Tabular Costs

Basic annual claim costs for Plans I through IV with a $50 deductible, 809,
reimbursement, and a private-room limit equal to the hospital’s average semi-
private room and board charge are shown below for coverage of male employees
and for coverage of one or more children.

ANNUAL TABULAR

CosTts ror
COVERAGE OF:
One or
Male More

Employee Children

Plan I—Deductible applies to all expenses. . ................ $37.40 $31.80
Plan II—No deductible for hospital expenses; deductible applies

to nonhospital expenses:

Tabular cost for hospital exYe ...................... 21.21 21.37

Tabular cost for nonhospital expenses. . ................ 18.06 14.25

Total. ..o e e e $39.27 $35.62

Tabular for Plan II as percentage of tabular for PlanI.... 105% 1129,
Plan ITI-—$25 deductible for hospital expenses; $50 deductible
for nonhospital expenses and a maximum deductible of $50 for

a.ll e ........................................... 837.77 $32.44

lar ior Plan ITT as percentage of tabular for Plan 1. . 1019, 1029,

Plan IV—No deductible for hospltal or surgical expenses; de—
ductible applies to “other” expenses:

Tabular cost for hospital expenses. ... $21.37
Tabular cost for surgical expenses. . 10.34
Tabular cost for “other” expenses 7.19

Total. ... s $40.35 $38.90
Tabular for Plan IV as percentage of tabular for Plan I.. 108%, 1229,

Step II. Deductible Adjustment

The portion of the tabular cost of any given plan which represents the ex-
penses subject to the deductible is multiplied by the appropriate deductible
adjustment factor shown below to obtain the adjusted tabular cost for the de-
ductible provided by the plan, This adjusted tabular cost is then added to the
tabular costs, if any, for expenses not subject to the application of the de-
ductible,
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DEDUCTIBLE ADJUST-
MENT Factoz

Male Chil-
PLAN AND DEDUCTIBLE Employee dren
Plan I—Factor is applicable to total

tabular cost:

$ 25 1209, 135%
S0, e 100 100
£ P 92 85

100, ... 85 73
Plan II—Factor is applicable only to

nonhospltal tabular cost:

S 25 135% 165%
50 ............................ 100 100
1S 85 76

1000 ... 74 59
Plan III—Factor is applicable to total
tabular cost:
Deductible for
Deductible for Nonhospital
Hospital Expenses Expenses
$25. $ 50 100% 1009,
250030, ..l 75 93 87
250r50.. .0l 100 86 76
Plan IV—Factor is applicable only to

tabular cost for “‘other” expenses:

25 1509, 200%,
SO, e s 100 100
1S e 82 72

100, . ... 68 53

Step II1. Coinsurance Adjustment

a) No adjustment is necessary if the plan provides 809, reimbursement. If
the plan provides 75% reimbursement, the total adjusted tabular cost from
Step II is multiplied by 94%,.

b) If the plan provides for a full payment feature on an area of hospital
expenses and 809, reimbursement of other expenses, the additional tabular
costs shown below are added to the Step IIla total tabular costs.

ADDITIONAL ANNUAL

Tapurar CosTs ror
COVERAGE OF:

One or
AxEA oF HospPiTAL EXPENSES Male More

REMBURSED In FuLyn Employee Children
$200*—$299 ....................... $2.97 $3.85
............................. 3.82 4.49
$301 8499, .. 4.24 4.70
$500. ... ... 4.45 4.92
$501ormore...................... 4.67 5.13

* Plans with hospital reimbursement features less than $200 were
not included in the study.

¢) If the plan provides for a full payment feature on an area of hospital ex-
penses and 759, reimbursement of other expenses, the additional tabular costs
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in Step IIIb are multiplied by 1259%, before being added to the Step IIIa tabular
costs.

Step IV. Adjustments for Age and Female Content

a) The average age factor for each group of employees is determined by mul-
tiplying the appropriate age factor shown in the table below by the percentage
of employees in the corresponding age group and summing the results.

Age Group Age Factor
Lessthan 40..................... 65%
40-44. . ... 100
4549, .. .. 120
50-54. ... 150
55-59. . 190
60-64. .. ... 250
65andover....................n. 320

b) The female factor is obtained by multiplying the percentage female by
289,

¢) The female factor is added to the age factor to obtain the age-female
factor,

d) The employee tabular cost adjusted for age and for female content is
obtained by multiplying the Step III male employee tabular cost by the age-
female factor. The dependent child or children tabular cost from Step III is
not adjusted in Step IV for age or female content,

Step V. Dependent Spouse Tabular Cost

The dependent spouse tabular cost is derived by adding 289, of the Step III
tabular cost for a male employee to the age and female adjusted tabular cost
for employee coverage from Step IVd.

Step VI. Tabular Cost for Coverage of One or More Dependenis

The tabular cost for coverage of one or more dependents is obtained by taking
93%, of the dependent spouse tabular cost from Step V and adding 73%, of the
dependent child or children tabular cost from Step III.

Step VII. Area Adjustment

The employee tabular cost from Step IV and the dependent tabular cost from
Step VI are multiplied by the area factor for the metropolitan area, state, or
region in which employees are located. The metropolitan area factors are to be
used wherever possible, next the state factors, and finally the region factors,
The table of area factors is shown at the end of this Appendix (pp. 47-48).

Step VIII. Private-Room Adjustment

No adjustment is made for cases with a private-room limit equal to or less
than the average semiprivate hospital room and board charge. If the plan has
a private-room limit which is a specified number of dollars above the hospital’s
average semiprivate rate, then the appropriate additional tabular costs shown
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below are added to the Step VII employee and dependent tabular costs. No
adjustment is made for coinsurance, age, female content, or area.

ADDITIONAL ANNUAL

TABULAR
Excess oF PrivaTE-Roon Lt CosTs ror ExcEss
OVER AVERAGE SEMIPRIVATE CHARGE Private-RooM LnMiTs
Employee Dependent

NoBe. .. ..o e e
$lor$2........................ § .40 $ .68
B e e .60 1.02
Ao e .80 1.36
S 1.00 1.70
GOrMOLE. o oo vvereneanrneannnns 1.20 2.04

Step IX. Adjusiment for California UCD Hospital Benefit

For groups with insured employees in the state of California, a reduction in
the Step VIII employee tabular cost is made for the integration of the plan with
the California UCD Hospital Benefit. No adjustment in the dependent tabular
cost is necessary.

a) The basic reduction in the Step VIII employee tabular cost for integra-
tion with the California UCD Hospital Benefit is shown in the table below for
each plan of benefits. When the percentage of insured employees located in
California is less than 1009, the applicable reduction should be multiplied
by the percentage of California employees.

ANNUAL TABULAR COSTS
75%~25% 80%,-20%,
Coinsurance  Coinsurance

(i) Deductible applies to all expenses (Plan I):

$250r 850 deductible. . ...... ... ... i, $6.58 $7.00
7S5 deductible. .......... ... . e 6.32 6.72
100 deductible. ... 6.12 6.51

(if) Deductible does not apply to hospital or hospital and surgi-
cal expenses or a lower deductible applies to hospital ex-
penses (Plans II, ITI, and IV):
All plans regardless of deductible.................... 6.58 7.00

b) The basic tabular reduction from the table above is adjusted for the
amount of full payment area for hospital expenses in accordance with the table
below:

Percentage Adjustment for

Area of Hospital Expenses Area of Full Reimbursement
Reimbursed jn Full of Hospital Expenses
None......coocvvivivninnn.., 1009,
$200*-$299. .. ................ 104
$300.. ... ... 108
$301 -$499......... ... ..., 112
$500. .. ... 116
$50l ormore.................. 117

* Plans with hospital reimbursement features less than $200 were not
included in the study.

¢) The adjusted tabular reduction from () above is multiplied by the age-
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female factor from Step IV. This final result is then subtracted from the Step
VIII employee tabular cost.

The final employee and dependent nonmaternity tabular costs from Step IX
are multiplied by the number of employees or dependent units insured under
each plan to obtain the total aggregate dollars of nonmaternity tabular claims.

Step X. Tabular Costs for Maternity Benefits

The annual tabular costs for a $100 maternity benefit (full reimbursement
of all covered expenses without any deductible up to $100 per pregnancy) are
$6.00 for coverage of a female employee and $9.50 for coverage of one or more
dependents, If the maximum maternity benefit is other than $100, a propor-
tionate adjustment is made.

The tabular maternity cost for employee coverage is obtained by multiplying
the percentage female by the female employee tabular cost for the maternity
benefit provided by the plan.

Aggregate tabular maternity claims for any plan are derived by multiplying
the tabular maternity claim costs for the maternity benefit provided by the plan
by the number of employees insured under the plan for employee coverage or
by the number of dependent units for dependent coverage.



1960 TABULAR AREA FACTORS BY REGION, STATE,
AND METROPOLITAN AREA

1960 1960
Region, State, or Tabular Region, State, or Tabular
Metropolitan Area Area Metropolitan Area Area
Factor Factor
RegioD......ovvvenvrinnnnn, 1009%, {| Region—Continued
Connecticut............... 100 Ohio.....coovvvninnn,n 929,
Bridgeport.............. 100 Akron.................. 108
Hartiord-New Britain— Cincinnati.............. 100
Bristol............... 100 Cleveland............... 108
New Haven............. 100 Columbus. ............. 100
Maine.................... 92 Dayton................. 100
Massachusetts............. 100 Toledo................. 100
Boston........ccouuuunn. 108 Wheeling (W.Va.)-Steu-
Springfield-Holyoke.... .. 100 benville (Ohio)........ 92
New Hampshire........... 92 Youngstown...,........ 100
Rhode Island............. 108 Wisconsin. ............... 92
Providence.............. 108 Milwaukee.............. 100
Vermont.................. 92 West Virginia. ............ 84
Wheeling (W.Va.)-Steu-
Region..............cc.... 100 benville (Ohio). . ...... 92
Delaware, ................ 92
District of Columbia. ...... 100 Region.............¢eouvne.. 100
New Jersey............... 100 Towa...oooeiviiiaanan.. 100
Allentown-Bethlehem— Kansas,.................. 92
Easton............... 92 Kansas City............ 100
New York-Northeastern Omaha (Nebraska). ...... 100
New Jersey........... 108 Minnesota................ 92
Philadelphia (Pennsylva- Minneapolis-St. Paul..... 108
nia)...... e 100 Missouri..........co.o..... 92
New York................ 92 Kansas Clty ............ 100
Albany-Schenectady- St. Louis. .. ... AU, 100
Troy..oooviininnn... 100 Nebraska................. 92
Buffalo................. 100 Omaha................. 100
Ne;; York~-Northeastern North Dakota.,........... 92
ew Jersey........... 108 th Dakota.............
é(ochester .............. 188 Sou akota o2
VIACUSE. .\ veen s vnnnnnn. .
Pennsylvania.............. 02 Reglc;n ..................... 100
Allentown—Bethlehem—~ Colorado. ................ 100
Easton . Denver................. 108
aston. ... ... ..., 92 Idah
Philadelphia. ... ... .. 100 Idaho......ooovriiiiin 100
Pittsburgh. ............. 100 ontana................. 100
Ne:hada .................. 188
Region..............0enen 100 Utab..................... 2
Tlinois. . ........c.o...... 92 Wyoming................. %2
Chicago................ 100
St.Louis............... 100 Region..................... 124
Indiapa.................. 84 California................. 132
Chicago................ 100 Los Angeles............. 140
Indianapolis............ 84 San Diego.............. 132
Louisville (Kentucky). . .. 92 San Francisco-Oakland...}] 140
Kentucky................. 84 Oregon........coovvvnnnn. 108
Cincinnati (Ohio). ....... 100 Portland................ 116
Louisville............... 92 Washington,.............. 108
Michigan................. 100 Portland (Oregon). ...... 116
Detroit... ., .. e 116 Seattle................. 116




1960 TABULAR AREA FACTORS BY REGION, STATE,
AND METROPOLITAN AREA—Continued

1960 1960
Region, State, or Tabular Region, State, or Tabular
Metropolitan Area Area Metropolitan Area Area
Factor Factor
Region.........coovvinnnes. 100% || Region—Continued
Arizona........oooivnennn 116 TEIR. o cvoirnrnennnnns 929%,
Arkansas. ................ 84 Atlanta................. 100
Louisiana................. 100 Maryland.......... 84
New Orleans............ 108 Baltimore 92
New Mexico. ............. 100 District of Columbia. .. .. 100
Oklahoma................ 92 MississIppl. ... coeevrinnenn 92
Texas. ...ovvvenviinnenn. 108 North Carolina............ 84
Dallas.................. 124 South Carolina............ 76
Fort Worth...........,. 124 Tennessee. .......oecunnn.. 92
Houston................ 140 Knoxville............... 100
San Antonio. ........... 108 Memphis............... 100
Virginia. . v cvvvenevnnnnnns 84
Region......ovovnivnnnnenn. 92 Norfolk—Portsmouth. . ... 92
Alabama................. 92 District of Columbia. .. .. 100
Birmingham............ 100
Florida................... 92 Hawaii...........oco0vennn. 100
Miami....ovvvvennnnnn. 108
Tampa........c.covvnn.. 108 Alaska................ eens 132




DISCUSSION OF PRECEDING PAPER

JOSEPH W. MORAN:

Mr. Burton and Mr. Pettengill have devised an excellent tool for use
in comparative analysis of claims experience on comprehensive major
medical coverage. The provisions for variation in tabular claims by type
of benefit provision among the wide variety of plans offered currently
should be extremely useful in projecting claim levels for new plans of this
type as they are developed.

My own comments on the paper will relate principally to the analysis
of experience data for policy years ending in 1959 and 1960 and the
apparent trend in claims experience over this period.

The authors have noted that the difference shown in Table 1 between
actual/tabular ratios for policy years ending in 1959 and 1960 is less than
they anticipated. This difference is also less than the 7-10 per cent annual
upward trend in claim cost level which we have observed in our analysis
of New York Life’s claim experience.

Thus it seems in order to question the validity of using such a com-
parison of actual/tabular ratios for successive years as a basis for estimat-
ing trends in claim costs, at least in ks particular instance. The following
observations seem pertinent:

1. The “actual claims” used as numerators in computing A/T ratios
are “formula incurred claims” figures, as computed by the contributing
companies for each case in connection with dividend calculations. Pre-
sumably, each company has computed its “formula incurred claims’ as
the sum of claims paid during the policy year plus the change in “formula
claim reserve” during the year. A “true incurred claims” figure would be
computed as the sum of paid claims plus the change in liability for incurred
claims not yet paid. The “formula incurred claims” contributed to the
study generally thus represent only a first approximation to “true in-
curred claims” for each case or for all cases combined.

This distortion would generally be small if the claim reserve liability,
the changes in that liability, and the changes in the formula claim reserve
were each generally small as a percentage of true incurred claims,

None of these characteristics seems to apply to comprehensive major
medical coverage over the period under study here. The reserve liability
is estimated at from 25 to 40 per cent of a year’s claims. This liability
increases in amount at about the same rate as current claim costs. Finally,
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changes in formula claim reserves often are a large function of total
incurred claims.

“Formula incurred claims” for any case will be distorted from “true
incurred claims” to the extent that formula claim reserves have changed
by more (or less) than true claim liabilities.

Formula claim reserves are usually computed, for most group policies,
as a percentage of premium. Most insurers have made radical revisions
during the past several years in the premiums to which these percentages
are applied, and in the percentages themselves.

EXHIBIT I

ILLUSTRATION OF EFFECTS OF PREMIUM RATES CHARGED
ON INCURRED CLAIM AND TREND FIGURES

Year 1 Year 2 Year 3 Year 4 Year §
1. Assumptions
Common to Cases A and B:
Average number insured. .. ... 50 50 50 50 50
Tabular claims............... $10,000 1$10,000 |$10,000 |$10,000 |$10,000
Claims paid during year...... 5,000 | 8,800 ; 9,680} 10,648 | 11,713
Claim reserve as percentage of
c pfliemium .................. 30% 30% 309%, 30% 309,
ase
Monthly premium rate....... $ 18.18 |$ 20.00 {$ 22.00 |$ 24.20 ($ 24.20
CPreénium .................... $10,908 |$12,000 1$13,200 |$14,520 [$14,520
ase
Monthly premium rate. . ..... $ 14.00 i$ 14.00 {$ 21.00 [$ 21.00 [$ 25.20
Premium.................... $ 8,400 |$ 8,400 112,600 [$12,600 |$15,120
II. Apparent Results
Case A
Incurred claims. ............, $ 8,272 |$ 9,128 [$10,040 [$11,044 |$11,713
c Tr%xd from prior year. .......}J........ +10% | +10% | +10% | +6%
ase
Incurred claims. . ............ $ 7,520 ($ 8,800 [$10,940 {$10,648 ($12,469
Trend from prior year. .......]........ +17% | +24% | —4% | +17%

An illustration of the effect of premium rate changes on formula in-
curred claim figures is shown in Exhibit I. For purposes of this exhibit,
two group cases, A and B, have been designed with identical enrollment,
exposure, tabular claims, and history of claim payments over a five-year
period. It is also assumed that the formula claim reserve used in calculat-
ing formula incurred claims for each case each year is 30 per cent of the
premium for that year,

The two cases are assumed to differ only as to premium rates charged.
Case A is assumed to have been written at an adequate initial premium
rate, with 10 per cent rate increases at the end of Year 1, Year 2, and
Year 3, Case B is assumed to have been written at a much lower initial
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premium rate, with rate increases of 50 per cent at the end of Year 2 and
20 per cent at the end of Year 4.

Case A incurred claims show a fairly steady pattern of a 10 per cent
upward trend from year to year (the paid claim assumptions were fixed
to produce this pattern). However, even for this case, the apparent trend
from Year 4 to Year 5 is less, simply because no rate increase was assumed
at the end of Year 4.

On the other hand, the formula incurred claims for Case B show no
orderly trend pattern, The 17 per cent trend from Year 1 to Year 2
reflects the understatement in the first-year formula claim reserves due
to the low initial premium rates. The 24 per cent trend indicated from
Year 2 to Year 3 reflects the 50 per cent increase in formula claim reserves
that result from the rate increase at the end of Year 2. The negative trend
from Year 3 to Year 4 reflects to the very large reserve change included
in incurred claims for Year 3. Finally, the 17 per cent trend from Year 4
to Year 5 reflects the 20 per cent increase in formula claim reserve that
results from the Year 4.

The distortions illustrated for single cases are also representative of
the distortions to be expected in aggregate incurred claim figures for a year
in which changes in premium rate levels for all comprehensive major
medical business have exceeded the extent of trends in “true” claims costs.
Note that the distortions due to premium action taken in 1958 (for ex-
ample) affect the apparent incurred claims for 1959 and the apparent
trend from 1959 to 1960.

2. The claim trend indicated by this study is the trend in the ratio of
actual to tabular claims. In our analysis of New York Life cases, we have
found that the typical shifts in age distribution for a large block of cases
from year to year for any year can be expected to exceed the tabular
claims that would have been computed on the previous year’s census
data by about 3 per cent. (This may or may not be a situation peculiar
to our cases or to this type of coverage only.) In other words, a 7 per cent
annual trend in actual/tabular ratio typically would indicate a 10 per
cent annual trend in the absolute level of claims.

3. The study excluded the last policy year of cases which cancelled on
their anniversary. This exclusion tends to distort the exposure, since these
cancelled cases probably included a disproportionately large exposure
with high claims. The effect of this distortion may very likely be greater
for 1960 than for 1959, since 1960 renewal reratings would tend to be
based on a larger exposure because of the longer average duration of cases
renewed.

RUSHMORE MUTUAL LIFE
LIBRARY



52 EXPECTED CLAIM COSTS FOR MEDICAL EXPENSE BENEFITS

RICHARD H. HOFFMAN:

The authors are to be congratulated on their extremely fine and very
important contribution to our actuarial knowledge of health insurance.
This is the first paper of its kind, namely, the development of group com-
prehensive major medical expense claim costs, to be included in the
Transactions. Even greater credit is due when it is recognized that the
task of designing a formula to produce major medical claim costs is prob-
ably the most complicated and difficult of all the coverages written in the
group insurance field.

The authors have done a wonderful job of developing rating factors
for the numerous plan variables and employee morbidity characteristics.
But, as mentioned in the paper, they did not reflect in the tabular cost
formula all the benefit variations or a rating for the employees’ incomes.
It was indicated that the reason for this was that there was little or no
available experience on which to base such tabular cost differentials.

However, the absence of such ratings is likely to produce some spurious
results. For instance, Table 8, “Analysis of Experience by Maximum
Benefits,” indicates that plans with higher maximum benefits are more
costly. Although, of course, I do not argue with this conclusion, the higher
claim ratios for the higher maximum benefit plans obtained in this study
probably result more from the fact that groups with higher incomes tend
to purchase plans with larger maximum benefits than because higher
maximum plans are more costly. As is brought out in Table 4, “Experi-
ence by Percent of Employees Earning $10,000 or More,” the claim cost
for groups with higher incomes is considerably greater than for groups
with lower incomes.

One might ask, however, whether there is any other alternative. I be-
lieve that there is—the data used in this study itself. If tabular cost dif-
ferentials had been established for all the tabular cost variables except
one, then the data could be studied with respect to that variable, and a
fairly reliable differential could be determined. However, when there is
an absence of ratings for several such variables, then the problem becomes
much more acute. The method that we have used at my company from
time to time when there is an absence of independent data might be called
“successive approximations.” A rating is estimated for each of the un-
known variables, and each one is tested successively with the data. The
ratings are then “trued up” in turn until the best possible fit is obtained.
Although, admittedly, this is not a foolproof scheme, I believe it is prefer-
able to no rating at all.

Inasmuch as the data submitted by the contributing companies pro-
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vide case-by-case income distributions of the employees, I believe it
might be possible to develop a reasonable income scale by measuring the
effect of some trial income scales for all cases with $5,000 maximums and
$10,000 maximums separately.

Also, the authors did not develop a maternity tabular which varied by
age, since maternity experience by the groups’ age factor was presented
in the paper. Because maternity claims are studied separately from all
other claims, the lack of this type of rating as contrasted to the rating for
income had no effect on any of the other results. Under basic health insur-
ance coverages, age ratings are not used on the theory that, where family
coverage is included, the increasing cost of maternity benefits and the cost

TABLE 1

ANNUAL TABULAR COST PER $100
oF MATERNITY BENEFITS

AGE oF EMPLOYEE
Per Female Per Dependent
Employee Unit
Less than 30....... $12.50 $20.00
30-34............. 10.00 15.50
35-39............. 6.00 9.50
404 . ... 3.00 4.50
4549. ... ....... 1.50 2.50
50 and over. ....... 0 0

of children’s coverage by age are offset by the decreasing cost of non-
maternity benefits. However, in the case of comprehensive major medical
coverage, since premiums for nonmaternity benefits are rated for the ages
of the employces, it becomes necessary to establish age ratings for the
premiums for maternity benefits as well,

I have attempted to develop some claim cost factors that vary by the
ages of the employees which might be employed in the tabular cost for-
mula. These claim costs factors are based on the frequency of maternity
data published in the New York State Insurance Department’s report
Health Insurance and the Senior Citizen, Table D-10, page 211. In arriving
at these factors, adjustments were made to reflect the proportion of mar-
ried employees within each age bracket and to take account of the differ-
ence between the ages of the wives and the ages of the employees. The
resulting tabular costs, which produce the same average tabular values
of $6.00 per female employee and $9.50 per employee with dependents
that were used in the paper, are given in Table 1.

When these cost factors are applied to the age distribution for the 1959-
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61 policy years and the resulting tabular costs compared with the actual
claims for the group of cases where the proportion of females is less than
31 per cent, the results shown in Table 2 are obtained.

For groups where the percentage of females is more than 31 per cent,
the study data do not lend themselves to a test for two reasons. First, for
groups with a high proportion of females, the ages of the employees may
not be a good indicator of the ages of the dependent wives. Second, the
exposure data do not reveal what proportion of the dependent units in-
clude a dependent wife. In the higher percentage of female cases, for these

TABLE 2
COMBINED 1959-61 POLICY YEARS' EXPERIENCE
EMPLOYEE DEPENDENT
Ratio of Actual Ratio of Actual
AVERAGE Claims to: Claims to:
AGE
Factor Actual Actual
Claims Un- Age Claims Un- Age
adjusted | Adjusted adjusted Adjusted
1960 1960 1960 1960
Tabular Tabular Tabular Tabular
60-79...... $ 36,074 1309, 87% | $ 327,213 155%, 1049,
80-89...... 63,563 108 87 699,540 120 96
90-99...... 143,565 129 117 1,272,323 110 100
100-109. . ... 105,749 98 101 920,040 91 94
110-119. . ... 49 888 92 109 446,077 81 96
120 or more. . 20,935 60 97 325,921 66 107
All ages. .| $419,774 1069, 106% | $3,991,114 100%, 100%,

reasons, it is advisable to obtain separate distributions of the ages of the
male and female employees and to obtain a count of the number of de-
pendent units that include a wife. The maternity cost for wives can then
be based on the ages of the male employees and the maternity cost for
female employees on the ages of the female employees.

The minimal increase in the level of claim costs from 1959 to 1960 de-
scribed in the paper is similar to the experience we obtained at the Equi-
table during this period. However, in 1961 our claims increased by 7 per
cent over 1960, which, in our opinion, is a more normal yearly increase.

E. PAUL BARNHART:

I think this is an extremely valuable paper and will prove to be of great
help to all of us who must deal with this troublesome field of medical
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costs. Mr. Burton and Mr. Pettengill are to be commended for this most
practical and useful tool.

I would like to offer a few comments on just one of the steps developed
by the authors in determining tabular cost for a particular plan of com-
prehensive benefits—Step IV, adjustments for age and female content.

In discussing female employee factors, the authors comment that there
is no statistical study of relative costs by age of male and female em-
ployees under comprehensive plans. Some statistical data are now begin-
ning to emerge under individual major medical expense plans which
strongly indicate that extra female costs diminish very rapidly at ages
over 50, the female costs eventually becoming substantially lower than
male costs of the same advanced age. This effect appears to be more pro-
nounced than that experienced under hospital-surgical coverage, to which
the authors refer. It is extremely probable, therefore, that comprehensive
experience will fall between these two, so that again female costs at ad-
vanced ages will fall below those of males.

To approximate this decreasing percentage extra cost, the authors have
used a ‘“female factor” of 28 per cent, which, as used in the Step IV com-
putation, amounts to a loading that is independent of the actual female
age distribution. But, since female costs appear actually to fall beloww male
costs at high ages, not only does the female extra percentage fall off but
also does the dollar difference between male and female costs.

My own comprehensive medical cost tables (I'S4 XIII, 500) give
these costs for a $50 deductible and $10,000 maximum (per cause), 75 per
cent insurance benefit, valuing at a $5.00 unit value:

Dollar

Age Male Female Difference
35..... $37.98 $63.26 $25.28
55..... 85.63 97.25 11.62

These tables do not represent actual experience, but such experience as
has since been reported appears to verify the general relative comparison
between male and female costs exhibited in the tables, except that the
tables may be relatively too low for men above about age 60.

This raises the question whether a constant 28 per cent addition to the
age factor may not become inaccurate in cases where the female age dis-
tribution is abnormally young or abnormally old in comparison to the
male age distribution. In their Table 2, the authors give actual versus
1960 Tabular expected ratios for age and female percentage, but the data
in the table are not exhibited in such a way as to reveal distortion arising
from abnormal relative female age distribution as compared with the
males.
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To test this, I constructed a combination age-sex factor table based on
my own tables referred to above and then adjusted so that for an average
group the authors’ 28 per cent is closcly reproduced (Table 1), retaining
the authors’ scale for males.

Let me compute the age-female factor for the following three hypothet-
ical groups, using the authors’ Step IV procedure, and then the age-sex

TABLE 1
AGE Facror
Ace Grour
Males Females
Under 40........ 65% 1049,
4044, ... ... 100 142
4549. . ... ... 120 153
50-54........... 150 164
55-59. ..., 190 175
60-64........... 250 208
65 and over. .. ... 320 243
TABLE 2
I II III
AGE Grouy
Men Women Men Women Men Women
190 250 150 290 245 195
140 60 115 85 150 50
120 30 130 20 100 50
90 30 115 5 70 50
25 15 40 0 15 23
20 10 30 0 10 20
15 5 20 0 10 10
600 400 600 400 600 400

factors above. Each group has the same female percentage content (40
per cent) and also the same age distribution for males and females com-
bined. However, while Group I is assumed to be average, Group II has a
concentration of females at the younger ages where their costs exceed
those of males by the largest dollar amount, and Group III has a heavier
female content at older ages, where female costs are relatively more favor-
able. Each group has 1,000 lives, distributed as shown (Table 2).

For each of the three groups, the authors’ calculation leads to an age-
female factor of 118.0 per cent (106.8 per cent age + 11.2 per cent female).
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Use of the combination age-sex factor table I have given above Jeads to
118.8 per cent for average Group I (practically identical to the authors’
factor), 121.9 per cent for Group II, and 116.3 per cent for Group Il

Their differences are not great and suggest that, unless the relative
distribution is heavily abnormal, relative female age distribution may be
ignored and the authors’ rule safely followed. Only when a very abnormal
relative age distribution exists would it appear that such a refinement as
the age-sex table above may be desirable. To use this, age data must of
course be available for males and females separately. The authors’ rule
requires only combined age data together with total female percentage.

Similar considerations apply to the authors’ Step V, “Dependent
Spouse Tabular Cost” (and possibly also Step IIT and Step VIII).

Let me be quite clear that these comments are not intended as any
criticism of the authors’ excellent paper but rather merely as a suggestion
for a possible refinement of method for groups of abnormal composition.

K. ARNE EIDE;

The history of successful research is marked by tremendous contrasts
between the mature achievements of the present and the first pioneering
endeavors of the past. If viewed without proper perspective, the contribu-
tions made by either pioneering investigations or more recent studies may
be judged unfairly. Mr. Burton and Mr. Pettengill’s paper shows how far
research in one particular area of morbidity statistics has progressed in
the short span of years since the publication of Mr. Thaler’s original
paper on this subject. The greatly increased volume of varied data now
available has enabled the authors to select material which best suits the
purpose of their study. When one reads the paper, he is impressed by the
technical excellence of its content, by the relatively simple presentation
of the facts, and by the logical development of that most useful device—
the “1960 Tabular” standard. They have utilized to best advantage all
data available, both past and present, in developing and testing the 1960
Tabular costs. All of us who are concerned with morbidity statistics
should be grateful to them and also to their predecessors who in the past
decade bave pioneered in morbidity investigations of major medical ex-
pense insurance and its rapidly growing offspring, comprehensive medical
expense insurance.

This discussion attempts to provide additional information that might
aid in further refinements of one of the factors developed in the paper—
the “Adjustment for Age and Female Content.”

The paper states, “To the authors’ knowledge, there is no statistical
study of the relative costs by age of male and female employees under
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Comprehensive plans.”” As a part of continuing studies of the morbidity
experience of Metropolitan personnel, we have recently accumulated
records of benefits paid under our employees’ comprehensive plan. The
experience includes payments incurred in the calendar year 1961, traced
to December 31, 1962, thus including practically all the “carryover” ex-
pected from the year’s claims. The data were compiled separately by sex,
age, type of employment (clerical, supervisory and officer, nonclerical),
and status (active or disabled). The tabulations are restricted to employees
in the home office so that the experience is confined to the Metropolitan
New York City area. There are no maternity benefits for female employees.

Table 1 shows the average annual claim cost per employee exposed, by
quinquennial age groups, separately for male and female employees, for
each employee group among active employees, and in total for disabled
employees. Ratios of annual claim costs—female/male—are shown by age
groups for each of the above classifications.

In aggregate, slightly over $1 million of claims are included, arising
from a total exposure of 18,800 lives. It is apparent that this particular
group exhibits certain characteristics which produce female/male ratios
that differ from the patterns which are assumed in the paper. Among our
clerical personnel this is due (at least in part) to a different pattern of dis-
ablement and utilization of comprehensive type benefits. For example,
although female clerical employees at the younger ages experience much
higher incidence rates of disability than male clerical employees of com-
parable age, much of the disability arises from causes which do not entail
hospitalization or surgery (e.g., respiratory disease). On the other hand,
accidental injuries rank higher among the younger male employees, and
these injuries often necessitate surgical attendance. Consequently, one
cannot assume ratios of female/male claim costs that decrease with ad-
vancing age in a group of clerical employees containing a preponderance
of young women. Tabular costs will be somewhat overstated unless ac-
count is taken of the lower female costs at the youngest ages.

Among nonclerical personnel, the trend of the ratios was rather erratic
but in general decreased with increase in age. Moreover, there are few
employees of either sex in this category below age 30. Consequently, the
pattern of the female/male ratios of claim costs more nearly approaches
that described by the authors. Combining all active personnel produces a
series of ratios that, because of the large percentage of clerical employees,
differs little graphically from the inverted-U-shaped curve which is char-
acteristic of the clerical group.

Table 2 shows (1) percentage distribution of exposure and (2) relative
costs by age group for comparison with the similar table presented in the



BY AGE, SEX, TYPE OF EMPLOYEE, AND EMPLOYMENT STATUS

TABLE 1
AVERAGE ANNUAL CLAIM COST OF COMPREHENSIVE MEDICAL EXPENSE

1961 METROPOLITAN LIFE EMPLOYEES' EXPERIENCE

ANNUAL Cram Cosrt PER EMPLOYEE EXPOSED

Active Disabled* Total
AcE To.m
Supvr., Clerical, Tot‘al All
Clerical | Adm., and SXE‘"" N‘i“' Active All Em-
Executive m., clerical Em- Employees ployees
and Ex- ployees
ecutive
(1) Q) Q) (4) (5) (6) 4]
(D)+(2) 3)+4) (8)+(6)
Male
Under 20....{$ 23.65 {......... $ 23.65 [$(13.68)11$ 22.55 {.......... $ 22.55
20-24.......1 31.89{...... ... 31.89 | (33.89) 3207 |.......... 32.07
25-29,. 29.59 | $(3.18)t] 29.09| 37.79 30.72 b 30.72
30-34....... 37.71 (3.09) 33.63 1 29.03 32.33 I 32.86
35-39.. 45.16 32.48 42.66 30.36 37.66 b 37.53
40-44. 41.48 | 357.79 44.80 | 33.69 40.97 b 42.04
4549.. 83.91 | 69.40 80.27 | 40.35 68.17 1 70.54
50-54....... 81.49 66.00 77.36 84.58 79.25 1$(223.70)f| 81.59
55-59....... 112.21 | 115.00 | 113.19; 88.95 | 105.41 | 169.03 | 107.56
e 102.87 | 107.45 | 104.59 1 83.08 95.96 | 250.00§ | 112.33
65 and over..} 352.93 66.05 216.16 | (98.79) | 180.19 |.......... 180.19
All ages..|$ 62.63 [$ 74.51 |$ 64.97 |$55.81 |$ 62.39 [$235.22 |$ 65.22
Female
Under 20..../$ 17.06 $ 17.06 t $ 17,42 (.......... $ 17.42
20-24....... 27.69 |.. 2769 |......... 2760 |.......... 27.60
25.02 | $(46.40) 25.34 ¥ 25.43
46.87 | (58.27) | 47.43 1 47.37
56.12 44.19 54.59 1 62.75
72.07 | 35.88 66.73 [$(250.64) | 69.82
71.37 66.82 70.54 | (118.08) 71.52
71.26 47.91 66.34 214.02 72.93
8440 54.05 77.06 | 194.61 84.33
89.22 77.05 84.10 |.......... 84.10
65andover..]....oo.eiieeinii i e ]
All ages..|$ 43.01 t $ 43.02 ($55.88 |$ 44.21 {$201.94 |$ 46.59

* Total and permanent disability.
t Based on fewer than ten claims.
$ Less than ten persons exposed; average claim costs not computed.
§ Estimate based on prior experience.
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TABLE 1—Continued

AnNvUAL CrAmM CosT PER EMPLOYEE EXPOSED
Active Disabled* Total
A Total
GE Supvr. Clerical, To?al All
Clesical | Adm., and | S2PvF | Nom- | Active All Em-
Executive Adm., clerical Em- Employees loyees
and Ex- ployees ploy
ecutive
(1) (2) 3) (4) (5) (6) (W)
(D+(Q) )+ (5)+ (6)
Ratio of Annual Claim Costs: Female/Male
Under 20....] 0.721 0.721 by 0.773 0.773
20-24....... 0.868 0.868 |......... 0.861 0.861
25-29....... 0.846 0.860 b 0.823 0.828
30-34....... 1.243 1.394 | (2.007) 1.467 1.442
35-39....... 1.243 1.316 1.456 1.450 1.672
40-44. ... ... 1.734 Not 1.609 | 1.065 1.629 Not 1.661
4549....... 0.850 Com- 0.889 1.656 1.035 {Computed | 1.014
50-54....... 0.874 puted 0.921 0.566 0.837 0.894
55-39.......{ 0.754 0.746 { 0.608 0.731 0.784
60-64....... 0.877 0.853 | 0.927 0.876 0.749
65andover..|........0  f..o.oo o deeaaaaodeai oo e
All ages..| 0.687 0.662 | 1.001 0.709 0.714

paper. The effect on an age scale of sizable numbers of employees in either
the very youngest or oldest age groups may be seen from an examination
of Table 2. Normal retirement age for Metropolitan employees is 65 for
men and 60 for women, and only 0.3 per cent of the total exposure of cleri-
cal personnel is beyond age 65. Insurance is continued after retirement,
but the experience in that plan is tabulated separately. Thus, in spite of
the very high average annual claim costs among these older employees,
the effect is modest. However, in groups with higher proportions of active
employees beyond age 65 the relative costs would undoubtedly approxi-
mate more closely those adopted for the 1960 Tabular or those used by
the major companies.

The comprehensive medical expense plan covering the Metropolitan
employees in our study is stmilar to Plan IIT in Appendix A, modified to
include surgical as well as hospital expense benefits in the in-full reim-
bursement area of $300. Suitable modifications, based on comparison of a
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plan similar to the Plan III type and the Metropolitan employees’ plan,
indicated that the annual tabular cost of $37.77 for Plan III should be
increased by approximately 123 per cent in Step III (5). From this base
1960 tabular costs, for each of the employee groups shown in our Table 3,
were computed according to the procedure outlined in Appendix A.

The resulting averages and comparisons of actual/expected annual
claim costs are shown in Table 3. The ratios are very much in line with
what we expected when allowances are made for some of the characteris-
tics peculiar to this group. As has been mentioned previously, the applica-
tion of the female factor to the average age factor for the clerical group
produces a somewhat higher than average tabular cost and hence results
in a lower ratio of actual/tabular. On the other hand, the result for the
supervisory, administrative, and executive personnel is probably fairly

TABLE 3

COMPARISON OF 1961 ACTUAL AND 1960 TABULAR CLAIM COSTS
BY TYPE OF EMPLOYMENT AND STATUS
1961 METROPOLITAN LIFE EMPLOYEES' COMPREHENSIVE EXPERIENCE

ACTIVE DrsaBLED* | ToraL
Total
Supvr., N Total
. X:m., Clerical, Non- Active All All
Clerical Supvr., R Em-
and Ex- Ad 4 clerical Em- Employees 1
ecutive M.y &n ployces ployecs
Executive
1960 Tabular
Total........ $54.15 | $71.22 [ $55.39 | $67.74 | $56.99 | $ 85.63{| $57.46
1961 Actual
Male........ $62.63 | $74.51 | $64.97 | $55.81 | $62.39 { $235.22 | $65.22
Female....... 43.01 59.00 43.02 55.88 44 .21 201.94 46.59
Total....| $48.63 | $74.39 [ $50.33 | $55.84 | $51.25 | $215.50 | $53.80
Ratio: Actual/Tabular
Total........ 9% | 1049, 919, 829, 90% | 2529, 949,

* Total and permanent disability.
t Unadjusted for status of total and permanent disability.
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close to expected, with due allowance for increased costs of medical care in
1961 compared with 1960. The age-adjustment factor used in computing
the 1960 Tabular costs produces a far steeper gradation by age than that
actually experienced in 1961 by our nonclerical personnel. Hence, the ratio
of actual/tabular is low. As explained in the footnote to Table 3, no ad-
justments were made in computing 1960 Tabular costs for disabled em-
ployees and the resulting ratio is not inconsistent with costs expected
under a policy granting liberal medical expense benefits to employees who
are totally and permanently disabled.

THEODORE J. KOWALCHUK:

The authors have presented a very fine paper which should prove to
be most helpful in the determination of premium rates for group compre-
hensive major medical insurance.

In order to test the adequacy of our present comprehensive major
medical manual premium rates at United States Life, we have calculated
gross premium rates which should provide for an expected loss ratio of
75 per cent in 1963. These premium rates are based on the authors’
expected claim costs which produce a ratio of actual to tabular claims of
approximately 100 per cent for experience for policy years ending in 1960.
The focal point of this experience is approximately January 1, 1960.
Accordingly, the claim costs have been projected for three and a half
years to bring them up to a mid-1963 level.

Gross monthly nonmaternity premium rates were calculated for each
of the following two “all cause” plans with a twelve-month deductible
accumulation period:

Plan A: Deductible and coinsurance provisions apply to all covered ex-
penses.

Plan B: Deductible applies to all but hospital covered expenses, and coin-
surance to all but first $500 of hospital covered expenses.

The employee premium rates are based on a female content of 0-10 per
cent.

Table 1 summarizes our calculations,

Shown in Table 2 are the monthly premium rates we calculated for a
number of important representative areas and cities for plans with a $50
deductible.

Additional adjustments are of course appropriate for other plans. For
example, based on Table 9, a reduction of approximately 4 per cent
should be made if the deductible accumulation period is three months
instead of the full calendar year. Table 1 indicates that “‘each illness”
(total disability not required) claim costs are approximately the same or
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even slightly higher than “all cause”” claim costs for employees, and about
10 per cent less than “all cause’ claim costs for dependents. (The authors
indicate, however, that the “each illness” data may not be statistically
significant.) I would expect that most of the “each illness” experience in-
cluded in Table 1 is on plans with a six-month deductible accumulation
period.

We then compared the gross premiums based on the Pettengill-Burton
claim costs with the undiscounted manual premium rates charged by
each of eight companies for “all cause” plans in each of several represent-
ative cities. All rates were of course determined for the same typical
census data.

TABLE 1
Dependent Dependent
Employee Spouse Child(ren)
(1) Trend adjustment (1.07)35, ., ... ...... 1.268 1.268 1.268
(2) 5 per cent employee female content factor. 1014 ..
(3) Dependent spouse factor...............loviiuee.n. 1,280 |...........
(4) Monthly rate adjustment............... 0.083 0.083 0.083
(5} 75 per cent loss ratio adjustment........ 1,333 1.333 1.333
Composite factor () X(2) X X@A)X(5)..| 0.142 0.180 0.140
Pettengill-Burton Basic Annual Claim Costs:
Plan A... ... .. $37.40 $37.40 $31.80
PlanB.... ... o e 43.72 43.72 40.54

TABLE 2

MONTHLY PREMIUM RATES TO PRODUCE 75 PER CENT LO0sS RATIO
(BASED ON PETTENGILL-BURTON CLAIM COSTS)

TABULAR Pran A (No Azea v Fuiyr) Pran B ($500 Azea iy FuLL)
ARrA
Factor | REPRESENTATIVE CITIES
(PEX Child | Comp. Child | Comp.
Cent) Emp. | Spouse {ren) | Dep.* Emp. | Spouse (ren) | Dep.*
100..... Chi;a}go, Philadel- ($5.31(86.73 ($4.45{$ 9.51/$6.21/$ 7.87/85.68$11.47
phia
108..... Boston, Cleveland, | 5.73| 7.27 | 4.81] 10.27) 6.71] 8.50] 6.13} 12.38
New York
116..... Detroit 6.16| 7.81 § §5.16] 11.03| 7.20] 9.13{ 6.59] 13.30
140..... Los Angeles, San 7.43] 9.42 | 6.23} 13.31} 8.69] 11.02| 7.95| 16.05
Francisco
140.. ... L.A.,S.F. (integrat- | 6.44| 9.42 | 6.23| 13.31] 7.54] 11.02| 7.95] 16.05
ed with UCD)

* 93 per cent X Spouse rate + 73 per cent X Child(ren) rate.
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Based on the average undiscounted manual rates currently charged by
these eight companies, it would appear that an over-all loss ratio of
approximately 70 per cent could be expected in 1963 on the block of
business included in the intercompany study on which the authors’ claim
costs are based. In San Francisco and Los Angeles, I would expect the
loss ratio based on the average undiscounted manual rates currently
charged by these eight companies to run between 70 and 75 per cent in
1963.

However, our experience on very small cases has been considerably
poorer than the experience on larger cases. While our own data are not
statistically significant, I believe it reasonable to assume as much as 10

TABLE 3
CoMPREHENSIVE MAjJoR MEDICAL
IncoME FacToRS
IncoMe
Average United
of Seven States
Companies Life
Less than $5,000................ 0.91 0.90
$ 5,000-87.500................. 1.00 1.00
$ 7,500-$10,000................ 1.10 1.10
$10,000-815,000................ 1.34 1.25
$15,000-$20,000..,............. 1.73 1.50
$20,000-$30,000................ 2.07 2.00
$30,000 and over............... 2.49 2.50
Average based on Table 12

total income distribution. . . 1.01 1.00

per cent higher comprehensive major medical morbidity on cases with
twenty-five lives than on cases with several hundred lives, all other
things being equal.

The authors did not include any tabular factors for income in their
paper. Therefore, I am listing seven-company-average income factors;
and the comprehensive major medical income factors used at United
States Life (Table 3). Both scales of income factors produce a composite
income factor of approximately 1.00 for the total data on which the
authors’ claim costs are based (see Tables 12 and 13).

(AUTHORS' REVIEW OF DISCUSSION)
BURTON E. BURTON AND DANIEL W, PETTENGILL:

Mr. Hoffman has made a valuable addition to the study with his
analysis of maternity claim costs by age and his recommendation that
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tabular costs graded by age be adopted as part of the 1960 Tabular. His
tabular maternity costs by age appear to fit the actual experience data
very well, particularly for the dependent experience on groups with less
than 31 per cent female. We believe Mr. Hoffman’s suggestion that
maternity experience be related to tabular costs determined by taking
into account the actual age distribution of covered employees should be
accepted and made a part of future studies of comprehensive medical
expense plans.

Mzr. Hoffman also asks whether the higher ratios of actual to tabular
claims for comprehensive plans with maximum benefits greater than
$5,000 is caused by the selection of these larger maximum benefits by
high-income groups so that the higher ratios of actual to tabular claims
are due to the effect of income rather than the higher maximum benefit
itself. We have prepared a table of ratios of actual to tabular claims by
percentage of employees earning $10,000 or more annually for groups
with a $5,000 maximum and groups with a $10,000 maximum in an effort
to determine whether the higher level of the claim experience under plans
with a high maximum benefit is attributable to income. The results are
given in Table I, and it appears that the higher level of experience on
plans with a $10,000 maximum benefit is an inherent characteristic of
groups with normal percentages of employees earning $10,000 or more as
well as for higher income groups.

Mr. Hoffman suggests that it would be desirable to develop an income
scale. We agree that income has an important bearing on the cost of com-
prehensive plans but are inclined to the view that the magnitude of the
effect of income on claim costs should be statistically demonstrated to a
greater degree than at present before constructing and using an income
scale in a study of this type. The effect of income on claim costs may be-
come clearer when a larger amount of data has been analyzed by per-
centage of employees earning $10,000 or more annually as set forth in
Table 4 of this paper.

Mr. Hoffman confirms the authors’ impression that the small increase
in the level of claim costs from 1959 to 1960 policy years shown by
Table 1 of the paper is not consistent with the actual experience of indi-
vidual companies underwriting this form of health insurance.

The data contributed by Mr. Eide add significantly to our knowledge
of the relationship between male and female claim costs under compre-
hensive medical expense plans. However, the over-all level of claim costs
for female employees reported by Mr. Eide in relation to claim costs for
male employees is substantially below the experience of our company on
similar plans and the experience under basic hospital and surgical plans.
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The general shape of the male-female relationship reported by Mr. Eide
may, nevertheless, represent a more accurate picture of the progression of
female claim costs by age than is produced by the age-female factor
method we have utilized. Hence, an overstatement of female claim costs
could occur through the use of the 1960 tabular method for groups with
a female employee concentration at either the very young or old ages.
Analysis indicates, however, that the 1960 Tabular is reasonably accurate
over a broad range of varying age distributions.

We are also indebted to Mr. Eide for his analysis and comparison of
the actual experience under the comprehensive medical expense plan for
employees of his company in 1961 with 1960 tabular costs. The reported
experience for employees who are totally and permanently disabled is
particularly valuable because of the interest of some employers in con-
tinuing medical expense benefits coverage throughout the duration of
disability.

TABLE I

NONMATERNITY EXPERIENCE BY MAXIMUM BENEFIT AND PER-
CENTAGE OF EMPLOYEES EARNING $10,000 OR MORE ANNUALLY

CoMBINED 1959-60 PoLicY YEARS’ EXPERIENCE

MaxivoM BENEFIT Employee Dependent
AND PERCENTAGE
Eazning $10,000 ox
MoRE ANNUALLY Empl Ratio of Empl Ratio of
Ymp oyee Actual to mployee Actual to
ears of 1060 Years of 1060
Exposure Tabular* Exposuret Tabular
$5,000 maximum:
Less than 119%,... 74,793 95% 49,439 95%
11-21%......... 24,031 104 17,087 9
2-31%......... 4,109 81 3,408 110
31-100%. . . . .. .. 334 123 273 127
Unknown. ....... 4,710 114 3,116 111
Total........ 107,977 98%, 73,323 97%
$10,000 maximum:
Less than 119%. .. 118,774 1009, 84,302 1009,
11-21%,......... 33,785 109 24,546 105
21-31%......... 6,252 112 4,538 111
31-100%,........ 1,622 139 1,074 134
Unknown........ 4,673 109 3,362 103
Total........ 165,106 1039, | 117,822 1029,

* Tabular claims do not vary by income distribution.
1 Exposure of employees insured with respect to their dependents.
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Mr. Barnhart also demonstrates some of the conditions where the
method we have used to obtain female claim costs may not result in an
accurate determination of the cost of female employee coverage. However,
Mr. Barnhart concludes, and we agree, that the 1960 tabular method of
reflecting male and female claim costs is reasonably accurate except for
groups with a relatively high female content and a female age distribution
which is abnormally young or old in relation to the male age distribution.
Unfortunately, it would be difficult to make any further refinement in the
development of costs for male and female employees because separate age
distributions for male and female employees are not generally available.

Mr. Moran questions the use of the 1960 Tabular to measure and com-
pare the level of claim costs in successive years as a basis for estimating
trends in claim costs because of the effect of changes in the amount of
reserves for incurred but unpaid claims established by the contributing
companies, To the extent that the reserves for incurred but unpaid claims
are partially or entirely related to billed or undiscounted manual premi-
ums of the contributing companies and increases in these premium rates
occur to a greater extent during one set of policy years as compared to
another, then a distortion can occur in the ratios of actual to tabular
claims. In our company, only 20 per cent of the liability for incurred but
unpaid claims is established on a basis related to premiums with the
remaining amount being established in relation to paid claims. Moreover,
changes In the level of manual premiums or billed premiums used as a
base for the computation of liabilities for incurred but unpaid claims will
occur at different times in different companies and at different times for
individual group cases. Therefore, substantial distortions in aggregate
intercompany results in two successive years of experience should take
place only where one or more of the major contributors has made sub-
stantial changes in premiums for most cases in one of these years. We
agree with Mr. Moran that the distortions he describes can occur, but it
would seem reasonable to expect that conclusions with respect to trends
can be obtained through the use of the 1960 Tabular when costs are
measured over periods of three or four or more years.

Mr. Moran also comments that the age distribution for a large block
of cases in his company shifts toward the older ages from year to year,
and these shifts in age distribution have resulted in an increase in tabular
claims of approximately 3 per cent so that the absolute level of claims
increased by 3 per cent as well as by inflation and increasing utilization.
We have examined our own company’s data contributed to the study and
have observed a similar but much smaller shift in age distribution (age
factor increased 1.2 per cent from 1959 to 1961 policy years) when the
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age distribution of the same group of cases is compared in successive
years. These changes in age distribution may be peculiar to the particular
group of cases, or it may perhaps reflect the effect of economic conditions
on employment and layoff practices in the particular years involved.
Mr. Kowalchuk demonstrates that the 1960 tabular costs appear to
be consistent with the undiscounted manual premium rates charged by
a group of companies for these plans in several representative cities when
the 1960 tabular costs have been adjusted for inflation and increased
utilization at the rate of 7 per cent per year since 1960. Mr. Kowalchuk

TABLE II

NONMATERNITY EXPERIENCE BY PERCENTAGE OF
EMPLOYEES EARNING $10,000 OR MORE ANNUALLY

Combined 1959-60 Policy Years’ Experience

RaTIo OF ACTUAL TO 1960

PERCENTAGE EARNING AVERAGE TABULAR ADJUSTED FOR

$10,000 oz IxcoME IncoME FACToR*

MoRrE ANNUALLY Facror
Employee Dependent

Less than 11.... .. 98% 100% 1009,
11-21............ 107 100 95
21-31............ 114 88 98
3141 122 87 94
41-100........... 136 106 99

Totalt....... 1019, 1009, 999,

; t"‘ Ratio of actual claims to 1960 Tabular divided by average income
actor.

t Excludes with unknown income distribution.

also indicates the average adjustment for the effect of income on claim
costs for seven companies and compares the resulting income scale with
the one used by his company. We have adjusted the experience in Table
4 of the paper to show the effect of using the average income scale
developed by Mr. Kowalchuk with the results shown in Table II.

Since the paper was prepared, an additional year of experience has
been made available by the Committee on Experience under Group
Health Insurance. A number of tables similar to those in the paper have
been prepared to show the level of cost in this latest year and to examine
the more important cost relationships for the three years of experience
combined. These tables are shown on the following pages with table
numbers which are the same as for the corresponding tables in the paper.
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TABLE 1
1961 POLICY YEAR NONMATERNITY EXPERIENCE BY PLAN

ALL S1zE GROUPS

NonjumBo GroUrs

PLan Number of Employee Ratio of Ratio of
Experience Years of Actual Actual Actual Actual
Units Exposure¥ Claims to 1960 Claims to 1960
Tabular Tabular
Employe
All Cause Plans:
Without full reimbursement of hospital expenses
Deductible applied to allexpenses...................... 318 44,506 2,239,438 1109, 2,239,438 1109,
Deductible waived for hospitalexpenses. ............... 30 9,531 358,797 103 100,403 103
Deductible waived for hospital and surgical expenses. . ... 32 6,660 306,385 99 306,385 9
Total. ... e 380 60,697 2,904,620 108% 2,646,226 1089,
With full reimbursement of hospital expenses
Deductible applied to allexpenses...................... 111 35,072 1,628,731 1069, 1,445,136 1139,
Deductible waived for hospitalexpenses. ............... 814 140,118 6,786,589 102 5,364,485 102
Deductible waived for hospital and surgical expenses. . . .. 251 34,827 1,829,478 104 1,394,806 111
Total. ... .o 1,176 210,017 10,244,798 103% 8,204,427 105%
Total,allcauseplans........... ... ... .. ... ... .. ... ..... 1,556 270,714 13,149,418 104% 10,850,653 106%,
Total, each illness plans, total disability not required . .. .. ... .. 93 14,107 695,093 981 695,093 981
Total, each illness plans, total disability required.............. 57 11,746 421,143 811 421,143 81t

* For dependents, exposure of employees insured with respect to their dependents.

t Tabular nonmaternity claims based on All Cause tabular costs.
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TABLE 1—Continued
1961 PoLICY YEAR NONMATERNITY EXPERIENCE BY PLAN

ALL S1zE GROUPS NowJuMBo GROUPS
Pran Ratio of Ratio of
g:“:ie;‘gi Ii.’:f::y;e Actual Actual Actual Actual
Tuits Exposure® Claims to 1960 Claims to 1960
Tabular Tabular
Dependent
All Cause Plans:
Without full reimbursement of hospital expenses
Deductible applied to allexpenses ...................... 309 29,593 2,560,675 1099, 2,560,675 109%
Deductible waived for hospital expenses. . ............... 31 6,498 420,271 92 115,527 108
Deductible waived for hospital and surgical expenses.. .. ... 30 4,210 329,756 93 329,756 93
Total. .ot 3710 | 40,301 3,310,702 1059 3,005,958 1079
With full reimbursement of hospital expenses
Deductible applied to all EXPEMSES. .. tvtvtt ettt e 109 19,934 1,700,729 1045, 1,700,729 1049,
Deductible waived for hospital expenses. . . .............. 802 93,279 8,228,008 102 6,435,156 103
Deductible waived for hospital and surgical expenses. ... ... 242 23,610 2,252,928 107 1,757,668 118
Total. .o e e e 1,153 136,823 12,181,665 103%, l 9,893,553 106%;
Total,allcauseplans........ ... ... ... .. .. . ... ...l 1,523 177,124 15,492,367 1049, 12,899,511 1069
Total, each illness plans, total disability not required......... 93 9,904 829,695 961 829,695 96t
Total, each illness plans, total disability required............. 56 7,767 505,080 83t 505,080 83t

* For dependents, exposure of employees insured with respect to their dependents. t Tabular nonmaternity claims based on All Cause tabular costs.



TABLE 1A—EXPERIENCE UNITS SUBMITTED IN EACH OF 1960 AND 1961 POLICY YEARS, NONMATERNITY EXPERIENCE BY PLAN AND YEAR, NONJUMBO GROUPS

1960 1961
PrAN Number of Employee Ratio of | Number of Employee Ratio of
Experi- v P yf Actual Actual Experi- v b yf Actual Actual
ence E ears o * Claims to 1960 ence E ears o * Claims to 1960
Units xposure Tabular Units xposure Tabular
Employee
All Cause Plans:
Without full reimbursement of hospital expenses. . . ... 138 21,411 953,167 1029, 142 22,061 1,060,466 1109,
With full reimbursement of hospital expenses
Deductible applied to all expenses................. 37 15,396 707,533 98 38 15,421 850,007 119
Deductible waived for hospital expenses. .. ........ 323 53,411 2,430,412 96 311 54,164 2,788,742 109
Deductible waived for hospital and surgical expenses| 124 15,333 745,995 100 130 16,711 947,227 117
Ol .. o oot 484 84,140 3,883,940 97% | 479 86,296 4,585,976 1129
Total,allcause plans..........ocoviivrerinianininn, 622 105,551 4,837,107 98% 621 108,357 5,646,442 11297,
Total, each illness plans, total disability not required ... . 22 5,360 287,245 110} 22 5,865 325,057 1141
Total, each illness plans, total disability required.... .. .. 22 5,736 186,623 73t 23 6,067 237,206 861
Dependent
All Cause Plans:
Without full reimbursement of hospital expenses. . . . .. 133 15,497 1,231,415 1039, 137 16,145 1,382,694 1119,
With full reimbursement of hospital expenses
Deductible applied to all expenses................. 37 11,144 934,232 102 38 11,145 962,162 106
Deductible waived for hospital expenses. . . ... ... .. 316 35,731 3,045,592 98 304 35,507 3,260,298 106
Deductible waived for hospital and surgical expenses| 114 9,839 850,926 97 120 10,496 1,067,963 116
Total. ... e 467 56,714 4,830,750 9907, 462 57,148 5,200,423 1089,
Total, allcause plans. ........... .o, 600 72,211 6,062,165 99%, 599 73,293 6,673,117 108%,
Total, each illuess plans, total disability not required . . .. 22 3,765 295,157 881 22 4,113 370,383 101t
Total, each illness plans, total disability required .... .. .. 21 3,917 238,484 771 22 4,208 298,892 87t

* For dependents, exposure of employees insured with respect to their dependents.

+ Tabular nonmaternity claims based on All Cause tabular costs.



TABLE 2

COMBINED 1959-61 POLICY YEARS’ EXPERIENCE
NONMATERNITY AND MATERNITY EXPERIENCE BY AGE AND FEMALE PERCENT
NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

NONMATERNITY EXPERIENCE MATERNITY EXPERIENCE
AVERAGE
Ace Facror Number Etmpl Ratio of Ratia of
FEMALE PERCENT | of Expe- Ymproyoeie Actual Actual Actual Actual
rience E:;O:m Claims to 1960 |  Claims to 1960
Units Tabular Tabular*
Employee
60-79
<31%....... 156 19,833 698,814 99% 36,074 130%
31%, or more. . 75 9,877 386,691 100 46,009 | 153
Total..... 231 29,710 1,085,505 999, 82,173 14297,
80-89
<31%....... 362 56,987 2,403,656 | 100% 63,563 1089,
31% or more. . 119 14,691 697,577 | 109 39,686 t 104
Total..... 481 71,678 3,101,233 1029 103,249 1069,
90-99
<31%....... 472 92,003 3,922,212 1019%, 143,565 1299,
31%, or more. . 240 35,117 1,783,508 106 79,967 77
Total..... 712 127,120 5,705,720 1039, 223,532 104%
100-109........
<31%....... 501 94,112 4,357,955 1019, 105,749 989,
319% or more. . 209 33,421 1,825,599 102 125,647 99
Total..... 710 127,533 6,183,554 1019, 231,396 999,
110-119
<31%....... 308 56,125 2,990,221 1089, 49 888 929,
31% or more. . 145 22,284 1,306,462 105 57,272 76
Total..... 453 78,409 4,296,683 1079, 107,160 83%,
120 or more
<31%....... 408 46,191 2,964,049 1059, 20,935 609,
319, or more. . 242 24,600 1,639,275 104 24,615 55
Total..... 650 71,791 4,603,324 105% 45,550 57%
All ages..... ...
<3%....... 2,207 1 366,251 17,336,907 1039, 419,774 106%,
31% or more..| 1,030 ] 139,990 7,639,112 104 373,286 89
Total. . ... 3,237 | 506,241 24,976,019 1039, 793,060 97%,

* Tabular maternity claims do not vary by age distribution.
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TABLE 2—Continued

NONMATERNITY EXPERIENCE

MATERNITY EXPERIENCE

AVERAGE
Agr Facror Number Emol Ratio of Ratio of
FEMALE PERCENT | of Expe- Y P oyefe Actuoal Actual Actual Actual
rience E ear:lo } Claims to 1960 Claims to 1960
Units | ~<Posure Tabular Tabular*
Dependent
60-79
<3%....... 155 13,559 1,051,069 1019, 327,213 155%
31% or more. . 75 5,555 456,700 | 103 102,338 144
Total..... 230 19,114 1,507,769 | 1029, 429,551 1529,
80-89
<N%....... 357 41,826 4,030,088 | 111% 699,340 1209,
319%, or more. 115 7,872 640,664 99 60,187 86
Total..... 472 49,398 4,670,752 110% 759,727 1179,
90-99
<31%....... 468 70,870 6,138,629 | 108%( 1,272,323 1109,
319%, or more. . 238 18,251 1,525,127 91 226,516 | 102
Total..... 706 89,121 7,663,756 | 1059, 1,498,839 1099,
100-109
<31%....... 495 73,183 6,367,443 1059, 920,040 N
31%, or more. 206 15,979 1,540,917 98 141,302 77
Total..... 701 89,162 7,908,360 103% 1,061,342 899%,
110-119
<31%....... 296 41,767 3,776,323 104%, 446,077 819,
319%, or more. . 134 11,881 914,717 80 77,606 56
Total..... 430 53,648 4,691,040 999, 523,683 76%,
120 or more
<3%....... 395 34,977 3,225,344 96%, 325,921 669,
319%, or more. . 223 12,107 1,149,504 93 71,974 50
Total..... 618 47,084 4,374,848 095%, 397,895 63%,
All ages
<3H%....... 2,166 | 276,182 | 24,588,896 | 1059, 3,991,114 | 1009
319, or more 991 71,345 6,227,629 93 679,923 82
Total..... 3,157 347,527 1 30,816,525 102%| 4,671,037 97%

* Tabular maternity claims do not vary by age distribution.
+ For dependents, exposure of employees insured with respect 1o their dependents.
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TABLE 4

COMBINED 1959-61 POLICY YEARS’ EXPERIENCE
NONMATERNITY EXPERIENCE BY PERCENT OF EMPLOYEES
EARNING $10,000 OR MORE ANNUALLY

NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Percentage Ratio of
Eaming gumb.e r of I;mployefe Actual Actual
$10,000 or R oivnatl I Claims to 1960
More Annually nits Xposure Tabulart
Employee

<11%...... 2,189 350,888 16,752,805 1019,
11-21.. ..., 629 107,843 5,739,487 107
21-31....... 185 21,777 1,134,069 103
341....... 67 3,835 216,422 121
41-100. .. ... 47 3,040 202,081 137
Unknown. ... 120 18,858 931,155 112

Total. ... 3,237 506,241 24,976,019 103%,

Dependent

<11%...... 2,139 236,698 20,671,209 1029%,
H-21....... 612 77,129 7,152,661 103
21-3L.... ... 182 16,289 1,484,103 104
31-41....... 63 2,110 227,283 131
41-100... ... 44 1,932 216,294 131
Unknown. ... 117 13,369 1,064,975 101

Total. ... 3,157 347,527 30,816,525 102%,

* For dependents, exposure of employees insured with respect to their dependents.
t Tabular claims do not vary by income distribution.
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TABLE 5
EMPLOYEE AND DEPENDENT 1959-61 POLICY YEARS' EXPERIENCE
NONMATERNITY EXPERIENCE BY REGION, STATE, AND METROPOLITAN AREA

NONJUMBO GROUPS, ALL CAUSE PLANS ONLY

Number Employee Ratio of [ 1960
Region,* State, t or of Expe- Ye]l)rs of Actual Actual | Tabular
Metropolitan Area rience Exposuret Claims to 1960 | Area
Unitst Xposure Tabular { Factor
Region............ e 7 3,764 360,013 103%,| 1009,
Connecticut. . .......... 4 382 55,294 139§ | 100
Bridgeport. .. ........ 7 1,401 137,322 111 100
New I’Faoven .......... 5 214 22,515 110§ | 100
Total................ 16 1,997 215,131 117
Maine................. 12 1,903 231,049 105 92
Massachusetts. . ........ 11 982 03,245 85 100
Boston............... 36 3,311 349,970 95 108
Springfield-Holyoke. ... 1 30 3,372 142§ 100
Total................ 48 4,323 446,587 93
New Hampshire......... 1 226 20,698 90§ 92
Rhode Island. . ........feveuunoni]ieeoinenndiinienaiinin] ... 108
Providence. . ......... 3 219 30,673 96§ | 108
Total................ 3 219 30,673 96§ 92
Vermont,.............. 3 228 40,929 159§
Region Total. .......... 90 12,660 1,345,080 1029,
Region................... 11 3,693 324,593 9% 1009,
District of Columbia..... 5 3,560 465,204 80 100
New Jersey............. 14 4,351 372,187 103 100
New York.............. 40 4,325 434,869 98 92
Albany-Schenectady-

Troy..oocovvinn 12 910 93,005 99 100
Buffalo.............. 20 1,367 160, 306 110 100
New York-Northeast-

ern NJJooooooou i 81 7,045 750,863 99 108
Rochester............ 1 39 3,832 90§ 100
Syracuse. ............ 11 1,629 160,417 98 100
Total.......... e 165 15,315 1,603,2%4 101

Pennsylvania. .......... 20 4,186 358,612 95 92
Allentown-Bethlehem-
Easton............. 1 85 9,868 90§ 92
Philadelphia.. ......... 27 1,404 130, 591 98 100
Pittsburgh.........,... 6 755 89,007 110 100
Total................ 54 6,430 588,078 98
Region Total. .......... 249 33,349 3,353,356 949,
Region................... 26 3,800 364,231 93%| 100%
Nlinofs. ................ 101 12,872 1,324,985 105 92
Chicago.............. 191 23,957 2,540,122 103 100
Total................ 292 36,829 3,865,107 103

Indiana................ 56 6,189 529,629 99 84
Indiapapolis.......... 28 7,421 736,965 103 84
Total................ 84 13,610 1,266,594 101

Kentucky 16 890 87,945 102 84
Louisville. .. 13 675 64,062 93 92
Total 29 1,565 152,007 98

* Excludes groups coded for a specific state or metropolitan area.

1 Excludes groups coded fot a specific metropolitan area.

3} Employee only.

§ Less than $50,000 of tabular claims.
NotE: Less than 75 per cent of employees in one region, state or metropolitan area.
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TABLE 5—Continued

Number Empl Ratioof [ 1960
Region,* State,} or of Expe- Yn::r:y:: Actual Actual | Tabular
Metropolitan Area rience E 1 Claims to 1960 | Area
Units} *posure Tabular | Factor
46 6,596 765,788 | 1089, | 1009,
35 2,063 319,458 123 116
81 8,659 1,085,246 112
22 3,536 358,855 105 92
3 329 34,660 102§ 100
6 815 101,823 104 108
15 3,998 391,702 94 100
7 1,028 90,814 93 100
3 125 16,592 125§ 100
1 110 12,308 142§ 100
57 9,041 1,006,754 100
24 2,260 235,527 91 92
¥ilwlaukee ........... \gg 4,723 .;29 ,619 106 100
otal. ............... 4,983 65,146 101
W%tthlliﬁml(aw V ) ..... 23 1,677 201,112 128 84
eeling (W. Va.)-
Steubenville (Ohio) . . 3 90 8,323 87§ 92
Total................ 26 1,767 209,435 126
Region Total............ 655 83,154 8,714,520 1039,
Region................... 17 3,283 332,398 106% 100%,
Towa................... 27 5,058 510,871 94 100
ll\ilansa.s 25 2 ,%? 228,967 129 92
innesota.............. 19 8, 684,680 100 92
Minneapolis—St. Paul .. 26 1,573 201,609 112 108
Total................ 45 9,880 886, 289 103
Missouri. .., ........... 21 1,511 154,955 105 92
KansasCity.......... 14 814 70,914 e8] 100
St.Louis............. 43 3,71 391,604 97 100
Total................ 78 6,036 617,473 99
Nebraska............... 3 128 10,253 87§ 92
’?mallla. ............... 1 132 1 613 49§ 100
otal............. ... 4 60 , 866 83
North Dakota.......... 5 798 106,307 118 92
South Dakota........... 18 1,970 183,956 96 92
Region Total........... 219 29,234 2,877,127 1029,
Region................... 2 182 15,896 73%§| 1009,
Colorado............... ) 517 80,469 | 135 100
Denver........... ... 17 1,021 121,212 | 119 108
Total................ 23 1,538 201,681 125
Idaho.................. 22 1,040 117,504 97 100
Montana............... 17 567 70,459 100 100
Nevada................ 15 1,221 153,231 128 108
Utah.................. 27 4,762 484 030 95 92
Wyoming.............. 10 603 86,063 | 133 92
Region Total........... 116 9,913 1,128,864 1059,
Regiop ................... 19 1,804 196,429 019, 1249,
California.............. 189 29,171 3,634,076 102 132
ISJOS llk)r'xgeles....‘ R 5;)213 4;,2%4 S,gg(;,(z)i% %83 13(2)
an Diego............ ,686 s
San Francisco-Oakland 80 7,734 990,815 103 140
Total................ 808 84,425 10,652,163 103
Oregon. .....oovonnn ...t 21 2,739 340,304 93 108
Portland....... ... ... 14 853 91,033 92 116
Total............ ... 35 3,592 431,337 93




TABLE S5-—~Continued

Number Employee Ratioof | 1960
Region,* State,t or of Expe- Yezl:rs):)f Actual Actual | Tabular
Metropolitan Area rience Exposure} Claims to 1960 | Area
Units} P Tabular | Factor
Washington. . .......... 17 7,004 765,559 103%| 1089,
Seattle............... 19 2,680 302,607 106 116
Total. . .ovvnennnnn 36 9,684 1,068,166 | 104
Region Total. .......... 898 99,505 12,348,095 103%
Region................... 29 1,789 161,550 9391 100%,
Arizona................ 59 2,777 382,185 109 116
Arkansas............... 32 4,429 376,308 94 84
Louisiana............... 40 10,303 1,013,531 89 100
New Orleans.......... 10 406 47,469 105§ | 108
Total................ 50 10,709 1,061,000 90
New Mexico............ 22 1,685 198,301 102 100
Oklahoma.............. 29 1,602 177,240 112 92
Texas..........cooonnn. 85 13,706 1,621,762 106 108
Dallas............... 22 2,796 397,563 107 124
Fort Worth........... 9 1,793 163,957 106 124
Houston............. 72 12,991 1,779,886 107 140
San Antonio.......... 7 423 38,846 86§ | 108
Total................ 195 31,709 4,002,014 106
Region Total. .......... 416 54,700 6,358,598 102%
Region...........c.ccv00n 20 12,475 1,499,229 104%| 92%
Alabama............... 13 1,287 137,171 118 92
Birmingham.......... 14 2,392 231,410 95 100
Total................ 27 3,679 368,581 103
Florida................. 55 6,727 632,264 96 92
Miami............... 27 2,650 336,056 112 108
Tampa......co.oo. .. 12 1,196 141,079 116 108
Total................ 94 10,573 1,109,399 102
Georgia. . .............. 30 10,112 1,079,843 103 92
Atlanta.............. 27 1,911 147,717 81 100
Total. ............... 57 12,023 1,227,620 99
Maryland.............. 13 1,120 78,638 89 84
Baltimore............ 27 6,508 747,215 89 92
Total................ 40 7,625 825,913 89
Mississippi. ............ 8 573 64,924 114 92
North Carolina. ........ 25 3,611 333,625 13 84
South Carolina.......... 14 2,048 208,910 97 76
Tennessee.............. 25 2,905 258,351 100 92
Knoxville............ 1 90 14,999 134§ | 100
Memphis............. 16 2,204 293,614 12 100
Total................ 42 5,199 566,964 111
Virginia................ 20 2,522 166,883 93 84
Norfolk-Portsmouth. . . 1 459 32,828 80§ 92
Total................ 31 2,981 199,711 91
Region Total. .......... 358 60,787 6,404,876 1019
Hawaii................. 9 561 35,458 89§ | 1009,
Alaska................. 2 166 23,072 93§ | 132
Total, All Locations
Above..... ......... 3,012 384,029 42,589,046 102%,
All Other (See Note)..... 224 122,212 13,203,498 106 1009,
Total, All Locations. . . .. 3,236 506,241 §5,792,544 103%
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