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SUMMARY OF EXPERIENCE UNDER INDIVIDUAL
MEDICAL EXPENSE POLICIES, 1968-70

This report presents an analvsis of morbidity experience under indi-
vidual medical expense policies in force during the 1968, 1969, and 1970
calendar vears. Results of data submitted by eighteen companies are
presented {or the following:
Hospital room and board henefit
Miscellanenus hospital expense benefit
Surgical expense benefit
Deductible amount

DL A e b

Maternity expense benefit

jox

Major medical expense benefit

For the hospital room and board benefit, frequencies of hospitalization,
average claims, and claim costs are shown by age and sex for maximum
benefit periods of 31, 90, and 365 davs. A comparison of the current ex-
perience with the previous 1966-67 experience shows the claim costs for
the room and board benefit to be sharply higher above age 65, as a result
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of an increase in both frequency and average claim. At younger ages the
claim costs are about the same. For children both claim frequencies and
average claims are lower, so that claim costs are only 93 per cent of the
1966-67 level. The average claim for the miscellaneous hospital expense
benefit for a given maximum benefit in the current study continues to
show an increase over the previous studies, the increase becoming greater
as the maximum benefit increases.

Frequencies, average claims, and claim costs per §100 of maximum
surgical benefit for a standard schedule are shown. A comparison of the
current experience with the previous 1966-67 experience indicates that
the claim costs for adults have increased by ratios that tend to increase
with age, with the increases again sharply higher above attained age 65.
Those for children are about 4 per cent smaller.

A rather extensive analysis of the major medical experience is shown,
subdivided by type and amount of deductible, maximum amounts, co-
insurance, hospital room and board limit, and duration. A comparison
of the current experience with the previous 196667 experience for all
ages combined shows that the claim costs are about 69 per cent higher
for the current three-year study period.

individual medical expense policies during the three calendar
vears 1968, 1969, and 1970. The four previous studies appear in
the 1969 Reports, 1967 Reports, 1965 Reports, and 1963 Reporls.

All of the previous studies covered two calendar years only. This report
covers three vears, because of the change made last year to a basis of
publishing the individual policy disability and medical expense studies in
alternate years. In the use of data from this present report, the fact that
it spans three calendar years should be kept carefully in mind, especially
in reference to rates of trend.

Studies were made of the following:

THIS report presents an analysis of morbidity experience under

. Hospital room and board benefit

. Miscellaneous hospital expense benefit
. Surgical expense benefit

. Deductible amount

. Maternity expense benefit

. Major medical expense benefit

oo b =

=)

The experience on lives covered under family and individual policies
was combined. No differentiation was made by type of renewal provi-
sion. Payments made to the end of the calendar year following the vear
in which a claim was incurred are included; estimates of future payments
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on claims pending at the end of this period are included on major medical
claims only.

Where data for deductible policies are shown, experience was tabulated
by amount of deductible. Data on policies with a deductible were sub-
mitted only if the deductible applied to all benefits under the policy ex-
cept the maternity benefit. Only data on claims which were in excess of
the deductible are included; claim data reflect amounts of eligible medical
expenses before the application of the deductible, except in the study of
major medical benefits.

Excluded from the investigation were the following:

Franchise and wholesale insurance.
. Conversjons from group insurance.

T

. Policies issued with an extra premium unless such policies constituted a very
small proportion of the contributing company’s total husiness. (Policies
issued with a medical impairment rider, but without an extra premium, were
included in the study.)

4. Policies 1ssued at senlor ages on a mass-enrollment basis, without evidence

of insurability.

In the sections on frequency of hospitalization and average amount of
hospital claim, only inpatient claims are included. The section on mis-
cellaneous hospital expense benefit includes data on both inpatient and
outpatient hospital claims. The section on surgery combines data on
surgery performed both in and out of the hospital, and the section on
major medical insurance includes data on services performed both in and
out of the hospital.

Maternity claims were excluded except in the section dealing specif-
ically with maternity expense benefits.

Unless otherwise indicated, data shown are for all durations combined.
The duration is a calendar-vear duration rather than a policy-vear dura-
tion and is determined by subtracting the calendar year of issue from the
calendar vear of experience. Companies were requested not to submit
data for duration O (the calendar year in which a policy was issued).

CONTRIBUTING COMPANIES

The following eighteen companies contributed data to one or more
sections of this report:

Aetna Life Insurance Company

Connecticut General Life Insurance Company
Continental Assurance Company

Equitable Life Assurance Society of the United States
General American Life Insurance Company
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Great-West Life Assurance Company

John Hancock Mutual Life Insurance Company
Life Insurance Company of Virginia

Lincoln National Life Insurance Company
Metropolitan Life Insurance Company

Mutual Life Insurance Company of New York
Mutual of Omaha Insurance Company

New York Life Insurance Company

Pacific Mutual Life Insurance Company
Provident Mutual Life Insurance Company of Philadelphia
Prudential Insurance Company of America
Western and Southern Life Insurance Company
Woodmen Accident and Life Company

HOSPITAL ROOM AND BOARD BENEFIT

Eleven companies contributed experience that was used in this section
of the study. A distribution of claims by maximum benefit period is
shown in the tabulation below.

The frequency of hospitalization is based on the combined experience
for all maximum benefit periods and was obtained by dividing the amount
of daily hospital benefit in force on hospitalization claims by the amount
of daily hospital benefit exposed.

DarLy Hoseitar BeENEFIT IN FORCE
Maxivun o~ HosPITALIZATION CLAIMS
DuraTioN
o¥ DHB
No Deductible $25 Deductible $50 Deductible
26.. ... $ 140,450 $ 0 $ 0
28 ... .. 14,801 0 0
30........... 3,391,476 0 0
3. 7,436 657 0
35 656,357 0 54,592
40. .. ... .. 1,918 661 0
45. . ... 69,887 5,328 20,565
50, ... 1,035 13,602 0
52..... ... 27,400 0 0
60............ 700 42,081 133
9. ... ... 3,871,222 41,955 31,820
100........... 435,685 7,720 3,424
1200, ... ... 2,055,847 123,812 459,142
150........... 63,257 0 i
180. . ....... .. 15,401 41,413 128,815
365........... 1,340,817 330,540 321,104
S00.. ... ... 2,999,050 0 0
Total........ $15,092,739 $607,769 $1,019,595
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The average claim per 81 of daily hospital benefit was obtained by
dividing the amount paid for hospital room and board by the amount of
daily hospital benefit in force on hospitalization claims. In order to in-
clude in Table 1 all data and to show the effect of limiting the length of
the benefit period, data for maximum benefit periods of 26-45 days were
adjusted to a 31-dayv period, those for 50-180-day periods to a 90-day
period, and those for periods over 180 days to a 365-day period. Table 2
was derived by adjusting all maximum benefit periods to a 90-dayv period.
The adjustments were made on the basis of the conversion tables shown
on page 137 of TSA, 1963 Reporis.

Annual claim costs were obtained by multiplying the frequencies of
hospitalization by the corresponding average amounts of claims.

Table 1 shows, for policies with no deductible, the frequency of hos-
pitalization, the average claim, and the average claim cost per SU of
dailv hospital benefit for adjusted maximum henefit periods of 31, 90,
and 365 davs. Lack of homogeneous data results in values that are not
smooth. In general, the claim costs increase as the adjusted maximum
benefit period increases, and the claim costs for cach adjusted maximum
benefit period Increase as the age increases. For ages 20-54 the claim costs
for males are lower than those for females, while above age 34 the relation
Is reversed.

Table 2 shows, for policies with no deductible and those with S25 or
$50 deductible, data for an adjusted maximum benefit period of 90 davs.
If the data in Table 2 were completely homogeneous, the frequency of
hospitalization would be expected to be smaller, the average claim larger,
and the claim cost smaller on policies with a 850 deductible than on poli-
cies with no deductible, and the experience on policies with a §25 deduc-
tible would be expected to lie between the other two. This appears to hold
true between the no-deductible and the S50 deductible policies. However,
95 per cent of the experience on the $25 deductible 1s based on the con-
tributions of two companies, and the results do not seem tofit this patiern
——particularly the female results. As an indication of the relation shown
by homogeneous data, reference should be made to the experience of one
large company, which appears in the 1963 Reporis (p. 141, Table 3).
Larger average amounts of coverage in the current study, however,
would be expected to diminish the relationships between fixed-dollar
deductibles,

Table 3 compares the experience shown in Table 2 for policies with no
deductible with the 1966-67 intercompany experience and with the 1956
Intercompany Hospital Table,



TABLE 1

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
FREQUENCY OF HOSPITALIZATION, AVERAGE CLAIM, AND CLAIM COST
PER &1 OF DAILY HOSPITAL BENFFIT FOR
ADJUSTED MAXIMUM BENEFIT PERIODS OF 31, 90, AND 365 DAYS

No DEDUCTIBLE

AVERAGE CLAIM FOR ADJUSTED

i

CramM CosT FOR ADJUSTED

. FREQ"FM\ Maximey BENEFIT PERIOD OF: Maxivuym BeExgriT PERIOD OF:
ATTAINED OF
AGE HospITAL- |~ ( ;
1zamiox 31 Days ©90 Days 363 Days 31 Days 90 Days 365 Days

Male
15-19.. .| 0947 $3.93 87.03 |$7.06 | %0372 | 80.666 | $0.669
20-24. . .| .0698 4.99 6.27 6.59 0.348 0.438 0.460
25-29. .. .0661 5.14 6.14 6.67 0.340 0.406 0.441
30-34.. .| .0722 5.73 6.56 6.98 0.414 0.474 (. 504
35-39.. .| .0824 5.99 7.22 7.47 0.494 0.595 0.616
40-44. . ) 0933 6.99 7.94 8.28 0.652 0.741 0.773
45-49. .| 1059 7.53 8.62 8.79 0.797 0.913 0.931
50-54...] .1208 8.53 9.52 9.72 1.030 1.150 1.174
55-59. .. .1413 9.38 10.18 10.39 1.325 1.438 1.468
60-64. .. .1625 10.05 11.26 11.28 1.633 1.830 1.833
65-69. .. .2216 11.35 12.16 12.07 2.515 2.695 2.675
70-74. .| .2346 12.21 13.73 13.25 2.864 3.221 3.108
75-79. .. .3014 13.52 15.12 15.05 4.075 4.557 4.536

Female
15-19. . .| .1144 $4.14 $ 5.28 $52 $0.474 | $0.604 $0.596
20-24... .0926 4.96 5.69 5.62 0.459 0.527 0.520
25-29. .1 .0998 5.66 6.14 6.31 0.565 0.613 0.630
30-34. .| .1143 6.34 6.84 7.00 0.725 0.782 0.800
35-39...] .1325 6.59 7.44 7.70 0.873 0.986 1.020
40-44. . .| .1454 7.34 7.95 8.22 1.067 1.156 1.195
45-49. .| .1472 7.74 8.39 8.70 1.139 1.235 1.281
50-54. ..} .1419 8.19 9.15 9.28 1.162 1.298 1.317
55-59...] .1368 9.26 10.00 9.94 1.267 1.368 1.360
60-64. .. .1400 9.85 10.81 10.61 1.379 1.513 1.485
65-69. .. .1763 11.55 12.42 12.77 2.036 2.190 2.251
70-74. . .| .2023 12,57 14.15 14.25 2.543 2.863 2.883
15-79.. .1 .2392 13.84 15.43 15.46 3.3 3.691 3.698

Child

‘ ‘ |

All ages.| .0754 | $4.27 | $4.46 ; $4.53 80,322 ‘ $0.336 | $0.342

\
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TABLE 2

1968-70 EXPERIEN CE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
FREQUENCY OF HOSPITALIZATION, AVERAGE CLAIM, AND CLAIM COST
PER $1 OF DAILY HOSPITAL BENEFIT FOR
ADJUSTED MAXIMUM BENEFIT PERIOD OF 90 DAYS

No DEpUCTIBLE $25 DEpUCTIBLE $50 DEDUCTIBLE

ATTAINED {

. i
Ack Fre- Average] Claim Fre- Average! Claim Fre- ,‘Average Cl

quency Claim Cost quency | Claim Cost quency . Claim C
i |

aim
ost

Male
15-19. .1 0947 |8 6.45 [$0.611 | 0434 (3 4.44 180.193 | 0651 |$ 5.74 180,374
20-24 . 0698 6 08 | 0.424 | 0639 3.9210.390 | .0312 6.2 0.318
2529 1 0661 6.06 | 0,401 L0630 6.83 | 0.430 | .0509 6.18 | 0.315
30-34 .| 0722 6.49 1 0.469 | 0668 | T.18 | 0.480 | 0578 6.41 | 0,370
35-39 . 0824 7.00 [ 05777 0727 0 6.94 1 0.505 | 0621 7.34 1 0.450
40-44 ] L0033 7.84 1 0.731 | 0840 T35 0.617 ; 0712 7.86 1 0.560
45-49. 1059 8.43 | 0.893 j 1034 $.47 10,876 | 0782 240 | 0,657
50-54. .- 1208 9.38 | 1.133 | 1199 940 | 1127 | 0971 9. 721 0.944
55-39_ .| (14331 10,11 | 1,420 5 1311 1 11,12 1 1,458 | (1110 | 10,15 ¢ 1.127
60-64. ., 1628 | 11.06 | 1.797 | 1572 | 12.38 | 1.946 : 1394 | 11.90 | 1.659
65-69. ., 2216 | 12.40 | 2.748 | .1866 | 12.31 1 2.334 | 1558 | 11.95 | 1.862
70-74..] 2346 | 13.58 | 3.186 | .2481 | 14.56 | 3.612 | .1848 | 14.44 | 2.669
75-79..] 3014 | 15.04 | 4.533 ' 2548 | 16.76 | 4.270 | .2170 | 15.46 | 3.355

Female
15-19..] 1144 1% 4.99 |$0.571 | .1168 [$ 5.04 |80.589 | .0799 |$ 4.45 [$0.356
20-24. .1 0926 5.50 7 0.509 | .0963 5.06 | 0.487 | 0816 5.37 1 0.438
25-29. .| 0998 6.07 | 0.606 | .1015 5.69 | 0.578 | .0829 6.15 1 0.510
30-34. .| 1143 6.77 1 0.774 | 1216 7.29 | 0.886 | .1038 6.51 | 0.676
35-39. .| 1325 7.3210.970 { 1338 7.67 | 1.042 | .1163 7.46 | 0.868
40-44 | 1434 7.80 1 1147 1542 7.73 11,192 1 1248 7.70 ] 0.961
45-49 .| 1472 8.34 | 1.228 1543 8.03 | 1.378 | 12064 8.56 | 1.082
50-54. . .1419 8.96 | 1.271 [ 1433 8.97 | 1.303 | .1179 8.63 | 1.017
55-39. ] .1368 9.83 71 1.345 ] 1371 | 10.10 ) 1.385 | 1091 | 10.62 | 1.159
60-64. .| 1400 | 10.56 | 1.478 | 1465 | 11,82 { 1.732 [ .1172 | 11.16 | 1.308
63-69. .1 1763 | 12.51 | 2.206 | .1587 | 12.06 | 1.914 | .1353 | 12.42 | 1.680
70-74..| (2023 | 13.87 [ 2.806 | .1910 | 13.65 | 2.607 | .1586 | 14.32 | 2.271
75-79. .1 2392 1 15.16 | 3.626 | .2191 | 15.07 } 3.302 | .1690 | 16.00 | 2.704

Child

! ! !
Allages| .0754 1$ 4.42 80.333 J .0693 ES 4.28 180.297 | .0491 |$ 4.65 ($0.228
t | : i




TABLE 3

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES

COMPARISON WITH 1966-67 INTERCOMPANY EXPERIENCE AND
1956 INTERCOMPANY HOSPITAL TABLE
FREQUENCY OF HOSPITALIZATION, AVERAGE CLAIM, AND CLAIM COST
PER $1 OF DAILY HOSPITAL BENEFIT
ADJUSTED MAXIMUM BENEFIT PERIOD OF 90 DAYS
NO DEDUCTIBLE

1968-70 [NTERCOMPANY RATIO OF 1968-70 RaTio OF 196870
EXPERIENCE EXPERIENCE TO EXPERIENCE TO
1966-67 EXPERIENCE 1956 TABLE
ATTAINED
Ack

Fre- Average | Claim Fre- | Average| Claim | Fre- | Average| Claim
quency Claim Cost | quency [ Claim Cost | quency | Claim Cost

Male
15-19. .. .. L0947 % 6.45 |$0.611 .80 1.07 .86 1 1.21 .87 1.048
20-24. .0698 6.08 1 0.424 | 1.02 .97 .98 .90 .82 .730
25-29. 0661 6.06 | 0.401 | 1.02 .97 .99 .87 .80 .699
30-34. .. .. 10722 6.49 | 0.469 { 1.01 .99 .99 .97 .81 .783
35-39. .. .. L0824 | 7.00 ] 0.577 1 1.02 .98 | 1.00 [ 1.03 .79 .820
40-44 . . . L0933 7.8410.731 .98 1.01 .99 1 1.05 .79 .825
45-49 .. . 1059 8.4310.893 | 1.01 1.01 | 1.021.06 .75 .792
50-54. . ... L1208 | 9.38 1 1.133 .98 1.02 1 1.00 | 1.05 17 . 808
55-59 (1413 ) 10,11 | 1.429 | 1.0t 1.04 1 1.05 | 1.06 .80 .849
60-64. . ... .1625 | 11.06 | 1.797 [ 1.03 1.05 ] 1.07 | 1.06 .86 .907
65-69. .. .. 2216 | 12.40 1 2.748 | 1.12 1.0911.23 11.33 .90 1.197
70-74. .. .. .2346 | 13.58 | 3.186 | 1.09 1.08 | 1.17 | 1.36 .79 1.068
75-79.. ... .3014 | 15.04 | 4.533 ] 1.13 1.11 [ 1.25 ] 1.72 .64 1.109

Female
15-19. .. .. 1144 ($ 4.99 [80.571 .90 .99 .89 11.22 .69 .84
20-24. . ... L0926 | 5.50 | 0.509 | 1.00 1.00 | 1.00 .93 75 . 696
25-29.. ... .0998 | 6.07 | 0.606 .99 .99 .97 .89 .79 .702
30-34. .. .. 1143 | 6.77 [ 0.774 .96 .99 .95 .94 .82 173
35-39..... 1325 7.32 1 0.970 .99 .99 .98 1.02 .83 .846
40-44. . . .. 1454 | 7.89 | 1.147 | 1.01 .98 .98 | 1.05 .84 . 884
45-49. .. .. 1472 ( 8.34 1 1.228 [ 1.00 .99 .99 [ 1.01 .84 .846
50-54. . ... 1419 | 8.96 | 1.271 .98 1.02 | 1.00 .93 .84 787
55-59.. ... L1368 | 9.83 | 1.345( 1.00 1.02 { 1.02 .87 .86 .748
60-64. .. .. .1400 | 10.56 | 1.478 .99 1.00 .99 .86 .85 732
65-69. . ... L1763  12.51 | 2.206 | 1.07 1.07]11.15]1.05 .92 .960
70-74. .. .. .2023 1 13.87 1 2.806 { 1.11 1.06{1.18 | 1.17 .80 941
75-79. . ... 2392 | 1516 | 3.626 | 1.09 1.03 ) 1.1211.37 .65 . 887

Child

All ages...| .0754 ;$ 4.42 $0.333 .95 .98 .93 Not applicable

171
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The relation of the 196870 experience to the 1966~67 experience is as
follows: Frequencies, average claims, and claim costs are distinctly higher
at ages 65 and over for both males and females. This report, in fact, for
the first time shows experience room and board claim costs for males
over age 65 which are in excess of 100 per cent of the 1956 Intercompany
Hospital Table values. It appears likely that the sharp upward trends
indicated above age 65 in several sections of this report may be due
indirectly to Medicare. One possible explanation would be antiselect
lapsation among policvholders over age 65. For ages under 65, frequencies
are slightly higher for males and slightly lower for females. The average
claim pattern for males is lower at the vounger ages and tends to be
higher at the older ages. The female average claim pattern is at nearly the
same level (shightly lower), with some tendency to be higher in the 50s,
Claim costs for males are lower at the vounger ages and higher at ages 45
and over. Female claim costs are generally lower except for ages in the
50's, Ratios of the 1968-70 experience to the 1966-67 experience for all
ages combined (based on the 1968 70 distribution of exposures by age)
are shown in the following tabulation.

% Frequency E L\(‘l‘:?rie Claim Cost
\
S Y I
Male.. .. 1026 | 101 103¢;
Female. . .| 102 \ 101 103
93

Chid... . .. )

An analvsis by duration was made of the 1968-70 experience on policies
with no deductible. Ratios of experience by duration to that for duration 3
and later (where each duration is based on the same distribution of
exposures by age) are shown in the following tabulation.

MarLes FEMALES CHILDREXN
DuraTION Aver- Aver- Aver-

Fre- o Claim | Fre- Claim | Fre- Claim

quency C?:iem Cost | quency C?:;m Cost |} quency (‘?:iem Cost
oo 84C | 990G, 760, 87C| 929 80T} 1185 98%¢ i 11697

2. 91 92 84 94 93 89 119 1 100 | 119

3 and later.. ... .} 100 100 100 100 100 | 100 100 100 | 100
Al | 98¢l 96t 040t 100c;] 987 96%| 1079 ] 10057 1075
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Table 4 contains a graduation of the crude frequencies and average
claims of Table 2 for policies with no deductible. Claim costs in Table 4
are derived as a product of these functions.

MISCELLANEOUS HOSPITAL EXPENSE BENEFIT

Sixteen companies contributed to this section of the study. Many of
the data lacked sufficient homogeneity to be incorporated into tables
which would be meaningful and useful. The total number of claims actual-
1y employed in constructing one or more tables of this section of the study,
however, was 615,311. I't was deemed necessary to build the basic study
around the $200 maximum benefit as was done with the 1966-67 study.

Table 5 shows the average claim for a $200 maximum benefit on policies
with no deductible. Graduated average claims are also shown and are
used as a basis of comparison in subsequent tables and analyses. The last
column in this table shows the ratio of actual average claims to the cor-
responding averages for the 1966-67 study.

Table 6 shows the graduated frequencies of hospitalization, the gradu-
ated average claims, and the claim costs for a $200 maximum benefit. The
frequencies of hospitalization are the same as those shown in Table 4, and
the average claims are the same as those shown in Table 5. The claim
cost is the product of the frequency and the average claim.

Table 7 shows a comparison of the actual 1968-70 experience for a
§200 maximum benefit on policies with no deductible with the 1956
Intercompany Hospital Table. The 1956 table does not show average
claim amounts for a $200 maximum benefit, and therefore it was necessary
to use the arithmetic mean of the values for a $150 and a $250 maximum
benefit. The frequencies of hospitalization for the 1968-70 experience are
the same as those shown in Table 3.

Table 8 shows the relationship of average claims for other maximum
benefit amounts for which there were one thousand or more claims to
those for the $200 maximum benefit amount. It also indicates to what
extent each experience cell consists of the experience of a single company
and the number of companies contributing to each cell. The truncated
claims from one contributor used to construct Table 10 are also included
in Table 8 for each of the truncation levels. Thus there is duplication in
the numbers of claims appearing in Table 8, since the claim counts shown
opposite the $1,225 maximum amount are also counted opposite the
8100, 8150, 8200, $250, and $300 maximums.

Table 9 indicates the range in the level of average claims experience
for the $200 maximum benefit amount among the contributing companies.
The level of the ratios of actual to tabular varies considerably from one
company to another.



TABLE 4

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
GRADUATED FREQUENCY OF HOSPITALIZATION,
GRADUATED AVERAGE CLAIM, AND CLAIM COST
PER $1 OF DAILY HOSPITAL BENEFIT
NO DEDUCTIBLE
MAXIMUM BENEFIT PERIOD OF 90 DAYS

Attained Age Frequency Average Claim Claim Cost
Male
15-19.. .. . L0900 $ 6.31 $0.568
20-24. .. . L0739 6.14 0.454
25-29 . L0678 6.15 0.417
30-34.... .. .. 0718 6.48 0.465
35-39.. . .. 0813 7.03 0.572
4044 . R 0927 7.76 0.719
45-49. . .. L1054 8.49 0.895
50-54. . ... S L1207 9.30 1.123
55-59.. . .. o 11410 10.14 1.430
60-64. . o e 1113 1.885
65-69. .. ... .. . L2007 i 12.34 2.588
0-74. ... . .2459 13.62 3.349
75-79. ... . 2965 15.01 4.450
Female
15-19. ... .. . 1086 $4.93 $0.535
20-24. .. ... . .0987 5.52 0.545
25-29........... .1015 6.11 0.620
30-34...... ... .. 1147 7.74 0.888
35-39. ... L1312 7.32 0.960
40-44 .. . 1429 7.85 1.122
45-49. ... ... .. . 1454 8.36 1.216
50-54........ .. L1411 8.97 1.266
55-59... ... . 1381 9.77 1.349
60-64... .. ... .. . 1465 10.82 1.585
65-69. .. ... ... .. (1724 12.35 2.129
0-74. . .2032 13.82 2.808
75-79. . ... 2379 15.19 3.614
Child
Allages...... . . .0754 $ 4.42 $0.333
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1968-70 EXPERIENCE UNDER INDIVIDUALLY

NO DEDUCTIBLE—$200 MAXIMUM BENEFIT

TABLE 3

UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
INPATIENT ONLY
AVERAGE AMOUNT OF CLAIM

AVERAGE CLaim RaTtio 10
ATTAINED NUMBER 196667
AGE OF CLAIMS (AcTUAL
Actual Graduated Crarus)
Male
15-19.. ... .. 195 $114.30 $115.31 1.148
20-24... ... ... 3,277 127 .45 124.69 1.162
25-29.. ... .. 4,453 132.75 132.46 1.162
30-34... ... .. 2,950 135.66 138.88 1.133
35-39... ... .. 2,012 142.23 144.05 1.115
40-44... ... .. 2,016 148.86 148.51 1.160
45-49 ., 2,336 150.29 151.42 1.140
50-54....... .. 3,355 153.76 1583.57 1.123
55-59. .. .. 4,848 154.90 155.43 1.122
60-64.... .. 5,423 157.87 156.38 1.122
65-69.... .. ... 2,543 155.94 156.73 1.111
70-74.. ... ... 1,568 158.18 156.38 1.142
75-79... ... 1,153 154.00 155.68 1.127
Total 36,129 | ..o
Female
15-19. ... .. 653 $113.53 $112.53 1.127
20-24... .. .. 6,476 129.29 128.57 1.157
25-29.. . ... .. 5,673 138.23 139.44 1.141
30-34... ... .. 3,482 144.79 146.40 1.111
35-39......... 3,143 151.89 151.52 1.140
40-44.. . ... ... 4,131 154.90 153.51 1.126
4549 ... .. 5,680 156.21 154.67 1.131
50-54......... 7,792 153.65 154.67 1.141
55-59. .. ... ... 9,582 153.38 154.17 1.125
60-64.... ... .. 10,218 154.62 153.66 1.123
65-69......... 4,910 152.352 152.84 1.107
70-74... ... .. 3,538 152.66 152.29 1.134
75-79.... ... 2,496 150.89 151.93 1.139
Total. ... ... 67,774 | oo
Child
Allages. ... ... 21,794 $106.74 $106.74 1.210




TABLE 6

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
GRADUATED FREQUENCY OF HOSPITALIZATION,
GRADUATED AVERAGE CLAIM, AND CLAIM COST:
$200 MAXIMUM MISCELLANEOUS
HosPITAL EXPENSE BENEFIT
INPATIENT ONLY—XNO DEDUCTIBLE

Attained Age Frequency Average Claim Claim Cost
Male
15-19.. . ... L0900 S115.31 %10.38
20-24 . 0739 124.69 Q.22
25-2G. . . . 0678 132.46 &.91
30-34. . . L0718 138.88 Q.97
35-39. . . L0813 144.05 1171
40-34 . . .0927 14851 13.77
45-49 1054 151.42 15.96
50-54 . 1207 153.57 1&.54
35-59 . . .1410 155.43 21.92
60-64. .. ..., 11694 156.38 26.49
65-69. . . . 2097 156.73 32.87
70-74. . L2459 156.38 38.45
579 ... . .2965 155.68 46.16
Female
1519 ... ... L1086 $112.53 $12.22
20-24. .. ... .. 0987 128.57 12.69
25-29. ... ... .1015 139.44 14.15
30-34.. . ... L1147 146.40 16.79
35-39. ... . L1312 151.52 19.88
40-44. . .. .1429 153.51 21.94
45-49. . ... . 1454 154.67 22.49
50-54.......... L1411 154.67 21.82
55-59. . ... . L1381 154.17 21.29
60-64. . ... ... . 1465 153.66 22.51
65-69. . ..... . .. .1724 152.84 26.35
70-74. .. ... . .2032 152.29 30.95
75-79. . ... .. .. 2379 151.93 36.14
Child
Allages.... .. .. .0754 | $106.74 P $8.05
|
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TABLE 7

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
COMPARISON WITH 1956 INTERCOMPANY HOSPITAL TARBLE
$200 MAXIMUM MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
INPATIENT ONLY—NO DEDUCTIBLE

1968-70 INTERCOMPANY Ratio oF 1963-70
o ’ 1956 INTERCOMPANY TABLE ExpeRIENCE TO
EXPERIENCE
1956 TABLE
ATTAINED
Ace
Fre- Average | Claim Fre- Average | Claim | Fre- Aver- Claim
quency Claim Cost quency Claim Cost [ quency Ct]ig.c Cost
aim
Male
15-19. . .| .0947 [$114.30 (810.82 | .0783 |$ 85.55 |$ 6.70 | 1.21 | 1.34 [ 1.61
20-24. . .| .0698 | 127.45 | 8.90 | .0779 | 87.77 | 6.84 .90 [ 1.45 | 1.30
25-29. .. .0661 | 132.75 | 8.77 | .0758 | 93.32 7.07 87 (1.4211.24
30-34. .. .0722 1 135.66 | 9.79 | .0747 | 98.87 7.39 .97 | 1.37 [ 1.32
35-39.. .1 .0824 1 142.23 | 11.72 | .0797 | 104.42 832110311361 1.41
40-44. .| .0933 | 148.86 | 13.89 | .0889 | 109.97 | 9.78 | 1.05 | 1.35 | 1.42
45-49. .. .1059 | 150.29 | 15.92 | .1003 | 115.52 | 11.59 | 1.06 | 1.30 | 1.37
50-34.. .1 .1208 | 153.76 | 18.57 | .1150 [ 121,07 [ 13.92  1.05 | 1.27 | 1.33
55-59...1 .1413 1 154.90 | 21.89 | .1339 } 126.62 1 16.95 | 1.06 § 1.22 | 1.29
60-64. . .| .1625 | 157.87 | 25.65 | .1536 | 132.17 [ 20.30 | 1.06 | 1.19 | 1.26
65-69. . .1 .2216 | 155.94 | 34.56 | .1665 | 137.72 1 22.93 | 1.33 [ 1.13 | 1.51
70-74. .| .2346 | 158.18 | 37.11 | .1728 | 143.27 | 24.76 | 1.36 | 1.10 | 1.50
75-79. .. .3014 | 154.00 | 46.42 | .1751 | 148.82 [ 26.06 | 1.72 | 1.03 [ 1.78
Female

15-19. . .| . 1144 |8113.53 [$12.99 | .0935 13 85.55 |$ 8.00 | 1.22 | 1.33 | 1.62
20-24. .. .0926 1 129.29 | 11.97 | .0993 87.77 8.72 .93 1.47 1 1.37
25-29. .. .0998 | 138.23 | 13.80 | .1116 | 93.32 | 10.41 .89 11.48(1.33
30-34. . .| 1143 { 144.79 | 16.55 | .1215 | 98.87 | 12.01 .94 | 1.46 | 1.38
35-39. .. 1325 151.89 | 20.13 | .1306 | 104.42 | 13.64 | 1.01 | 1.45 | 1.48
40-44 ., .| 1454 | 154.90 | 22.52 | .1385 1 109.97 | 15.23 | 1.05 | 1.41 | 1.48
4549 .. | 1472 | 156.21 | 22,99 | .1455 | 115.52 | 16.81 | 1.01 | 1.35 | 1.37
50-54. .. .1419 | 153.65 | 21.80 | .1519 | 121.07 | 18.39 .93 [ 1.27 1 1.19
35-59...| .1368 | 153.38 | 20.98 | .1577 | 126.62 | 19.97 .87 11.21]1.05
60-64. .. .1400 | 154.62 | 21.65 | .1630 | 132.17 [ 21.54 .86 | 1.17 1 1.01
65-69. .. .1763 | 152.52 1 26.89 | .1682 | 137.72 [ 23.16 [ 1.05 | 1.11 | 1.16
70-74...] .2023 | 152.66 | 30.88 | .1728 | 143.27 | 24.76 | 1.17 | 1.07 | 1.25
75-79...] .2392 | 150.89 { 36.09 | .1751 | 148.82 | 26.06 | 1.37 [ 1.01 | 1.38
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TABLE 8

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
INPATIENT ONLY
VARIATION IN AVERAGE CLAIM BY MAXIMUM BENEFIT AMOUNT
NO DEDUCTIBLE

|
! jPRO\?ORTm,\'l
BY NUMBER | -
. NUMBER
. o } oF CLAIMS S RATIO 0F AcTUaL
MAXIMUM NUMBER OF CLAMS | oF EXPERI- i or € 0y 10 TABULAR®
BENEFIT ’ FNCE FROM f TR
AMOUNT LARGEST wn‘!\{
ISINGLE Cos-! CLAIMS
TRIRUTOR | CLADMS
Male Female Child  {/PER CENT} Mate Female Child
$ 50 | 12.193 18,882 1,966 ‘ 809 1 7 267 282 421
60 : 3,241 7,643 2.044 83 2 6 384 389 . 542
78 | 6,142 10,187 1.149 ! 62 3 3 445 450 524
80. . 1 208 349 2,417 J 89 ' 10 31 497 692
90 ) 5.866 14,327 1,432 98 3 7 562 571 754
100 Y 088 72,260 10,833 60 3 ! 14 609 609 722
120 2,460 1 13,316 2.320 86 1 t a 738 743 938
123 2,142 / 3,247 589 0 N 17 711 860
130 35,412 R 20,073 iT0 P " 816 | 822 874
16O 1,366 1,077 1102 o) = N Hile) “ a1 1 121
180 60 1,067 690 004 8 922 614 1076
200 i 830 HR (oK 21,704 2 | 14 1 000 1000 1 000
225 7 B33 144 64 8 \ -+ 1133 1 113 1 269
240 s PR 3.7H8 90 3 H v ‘ 1182 1 180 1279
250 L1353 33,649 17,301 92 = i & 1101 1 003 1003
300 2,%02 81,687 200206 1 602 Lo1r o1 1 1130
320 1019 6,011 1017 100 0 1 r 1. 436 1 428 1 463
400 4,338 6,923 1 2,632 | &1.3 & [ 35¢ 1 3R L 428
S00 1,804 2817 1,11 EA N 6 o667 1 678 212
600 3,206 7,818 2,597 i3 8 3 1.87¢ 1 1. 897 1607
1,225 27,102 19,609 15,004 | 100.0 1 I1.874 1 448 1177
9,280 305 633 290 100 .0 1 \ 1670 1.627 1 363

* Tabular based on graduated average amount of claim for $200 maximum benefit shown in Table

N0 DEDUCTIBLE-—$200 MAXIMUM BENEFIT

TABLE 9

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
INPATIENT ONLY
VARIATION IN AVERAGE CLAIM BY CONTRIBUTING COMPANY

2

NUMBER OF CLAIMS

RATIO OF ACTUAL T0 TABULAR*

CoMpany
Male Female Child
AL 541 887 0
B.. 4,384 10,017 2,554
Co.......... 152 259 186
D.......... 1,603 3,514 1,511
F..... ... 224 521 254
F.... . 4 4 2
G.... ... .. 219 339 242
I....... 197 323 123
K.... ... ... 132 214 55
L.o.... ... 47 52 11
Mo 15 26 6
N.o... ... 5 28 7
O..... .. 1,914 2,905 929
P. 27,102 49,609 15,914
Total . . 36,539 68,698 21,794

Male

1.166
1.120
951
.051
.040
.029
. 906
.028
.062
.003
868
1.008
.008
974

1.000

— e

—

——

—

Female Child
1.124 ).
1.115 1.273
1.026 .939
1.062 1.206
1.076 1.227
.982 1.678
.984 .719
975 1.018
1.062 1.193
1.038 978
1.124 1.256
1.351 1.142
993 1.037
968 935
1.000 1.000

* Tabular based on graduated average amount of claim for $200 maximum benefit shown in Table 5.
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Table 10 shows the variation in average claims by maximum benefit
and age. The average claim increases more rapidly by age as the maximum
amount increases. The ratios in the table were derived from data obtained
by truncating the claims of a single company at $100, $150, $200, $250,
and $300. The maximum benefit amount was $1,223.

Table 11 presents the experience of one company and shows the vari-
ation in average claim by maximum benefit and deductible amount. The
average claim is generally larger on policies with a deductible, and the
difference becomes greater as the maximum benefit amount increases.

Table 12 compares the combined inpatient and outpatient experience
of several companies which include an outpatient benefit with their cor-
responding experience limited to the inpatient benefit only. Comparisons
are shown for $100, $§200, and $300 maximum benefit amounts. When
outpatient claims are included, the average-size claims for children, under
the combined experience, are considerably smaller because of the high pro-
portion of outpatient claims. The reduction in average-size claim is the
least for adult females.

Table 13 shows the ratios of average claim on all claims to average
claim on inpatient-only claims for one company with an outpatient
benefit. The ratios increase with age for plans with no deductible. This
occurs because the proportion of inpatient-only claims to all claims in-
creases by age and, therefore, the weighted effect of inpatient-only claims
to all claims increases by age. The 850 deductible shows no such trend.
The proportion of outpatient claims on deductible policies is quite small,
since the deductible eliminates many of the outpatient claims. Therefore,
the ratios of the average claim on all claims to the average claim on in-
patient-only claims are very close to 100 per cent.

Table 14 shows for all companies combined the annual rates of increase
in average claims by maximum amount during the 1966-67 and 1968-70
study periods. The relatively small increases for the $100 maximum bene-
fit reflect the fact that the average claim for such benefits is very near the
maximum.

A comparison of the average claim for a given maximum amount of
miscellaneous hospital expense benefit in the current study with the
previous studies indicates that there has been a steady increase by dura-
tion, the increase being much greater for larger maximums than for
smaller maximums. This increase reflects the ever increasing cost of
medical care which has occurred in the past and which will probably occur
in the future. Thus the results for the current study do not adequately
represent the experience as of the date this study is published, and, in
order to estimate future costs of the benefit, appropriate projections must
be made.



TABLE 10

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT

INPATIENT ONLY

“VARIATION IN AVERAGE CLAIM BY MAXIMUM BENEFIT AMOUNT AND AGE

NO DEDUCTIBLE

(Based on One Company’s Claims, under a $1,225 Maximum Benefit,

Truncated at $100, $130, 3200, $250, and $300)

RaT1io oF AcTrAl 10 TABULAR* FOR MaxiMym BEXEFIT AMOUNT

ATTAINED NUMBER ;
Ack orF CraiMs ; ;
$100 $150 } 8200 8250 $300 Msalx‘iznjjm
1
Male
~ ‘
13-19. i 683 830 040 P 012 | 053 U280
20-24 A7 867 083 COSE 04 L322
25-29. 63283 971 04T L9y 1 308
034 528 822 946 1026 1082 1.293
35-30 | 620 824 .93%  1.032  1.117 1.3%6
10-44 , 604 8Ly 9Y0 1080 . 1.163  1.516
45-49. . 601 208 955 1.058 | 1.131  1.490
50-54. . 507 . 812 .968 | 1.082 | 1.167 : 1.607
55-50. ... ‘ 500 | 805 ., .967 | 1.088 | 1.183 | 1.673
60-64. .. . .594 819 1 992 ' 1.126 | 1.231 | 1.7%4
65-69. . 592 | 819 | 996 | 1.135 | 1.246 | 1.849
70-74. . 589 1812 | 984 | 1117 1220 | 1.763
75-79. . 581 11797 1 969 | 1108 } 1.218 | 1.836
Allages. .| 26,765 | 611 | .823 | 973 | 1.082 | 1.165 } 1.570
i ]
Female
| I |

15-19. .. 551 704 | 878 | 977 | 1.035 | 1.072 | 1.159
20-21. . 4,983 | 664 | 854 | 066 . 1.03} 1.073 0 1.193
25-29 4,226 | 631 827 | o049 1 1.031 1.086 | 1 263
30-34.. ... 2,371 609 | 811 949 / 1.042 | 1.105 | 1.331
35-39... . 2,065 | 607 821 969 | 1.073 | 1.150 | 1.412
0-44. . . 2,584 | 600 | 814 | 070 | 1.083 | 1.164 | 1.459
13-49. ... 3,707 596 | 811 965 | 1.077 | 1.150 | 1.457
50-54. . 5,385 | .504 | 805 | .956 | 1.066 | 1.149 | 1.483
$5-59... .. 7.316 | .395 812 | 970 ¢ 1.08 | 1.173 | 1.55%
60-64.. . .| 7,900 | .398 | .819 | 983 | 1.106 { 1.200 | 1.624
65-69. . . 3,302 600 | 818 | 982 | 17105 | 1198 | 1.643
70-74. ... 2,506 | .598 | .815 | .979 | 1.101 1.196 | 1.662
75-79. .. 1,042 ¢ 598 | 809 | 964 | t.082 | 1.714 | 1.622
Allages...| 48,838 | 608 | .810 | 968 | 1.076 | 1.155 | 1.484

Child

! l ‘

All ages. . 15,914 714 | .860 l 935 078 1.006 | 1,117

* Tabular based on graduated average amount of claim for §200 maximum benefit shown in Table 5.
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TABLE 11

196870 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
INPATIENT ONLY
VARIATION IN AVERAGE CLAIM BY MAXIMUM
BENEFIT AMOUNT, POLICY DEDUCTIBLE, AND AGE

{Experience of One Company)

RaTI05 OF ACTUAL TO TABULAR¥
Maximum Benefit Amount
ATTAINFD 5
Ace 8$150 $200 $240 $320
Deductible Deductible Deductible Deductible
$0  $s0 $0 $50 s0 . 850 $0 $50
Male
15-19 . . ... Lo R . S .
2024 .970 1.193 RPN N {1.233)
25-29 916 {.952)1 1.157 (1.197) 1.160 1.314 1.410 {1.57%)
30-34 . 886 (.977) 1.108 (1.186) 1.198 1.300 1,389 1. 441
35-39 . 886 946 1.043 {1.220) 1.201 1.257 1.448 1 556
4044 . 886 868 1.075 1.097 1.176 1.269 1.425 1.426
45349 R71 901 1.102 1. 174 1.187 1.272 1,449 14635
50-54 .. . 864 877 1.095 1.122 1.220 1.295 1422 1.523
55-59. . .. 873 (874 1.137 1.168 1.179 1.216 1.480 1.569
60-64_ . . . 841 (826 1.104 1.157 1.243 1.385 1.530 1.621
05-69. ... .. 866 1923 1.126 1.136 1.161 {1.051) 1.299 (1.544)
T0-74. 876 910 1.157 1.189 . FEN .
T5-79. . 8§76 886 1.187 1.140 .
All ages 872 889 1120 1.154 1.196 1.278 1.436 1.522
Female
15-19. . .. .. . S P Y IO [P
20-24. . 959 1.172 (1.338) (a.n | {1.551) .
25-29 ... 897 {.920) 1.115 1.182 1.167 1.367 1.349 1.708
3034 ... . 863 904 1.089 1.200 1.188 1.233 1.357 1.556
35-39. . ... .869 . 881 1.090 1.133 1.181 1.254 1.414 1.577
4044 . ... 851 817 1.066 1.064 1.193 1.181 1.458 1,553
15-49. ..., ... 871 860 1.108 1.185 1.185 1.249 1.452 1.533
50--54, .. . 875 883 1.103 1.163 1.165 1.211 1.432 1.617
55-59. . . . 878 280 1.103 1.133 1,214 1.250 1.454 1.497
60-64. ... . . 874 890 1.106 1.157 1.216 1.231 1.459 1.567
65-69, . . 886 924 1.141 1.098 1.187 1.075 1.328 1,263
0-T4 L .898 911 1.159 1.1406 (1.0%) [....... T
TA-T9. L 909 929 1.174 (127 |0 .
All ages. ... . 881 . 890 1.115 1.148 1.188 1.228 1.425 1.558
Child
Allages .| 1.057 i 1.136 | 1.273 | 1.359 | 1.305 | 1.469 | 1.463 ) 1.581
i

NoTe ~—For policies with a deductible, average claim reflects eligible medical expenses before application
of the deductible,

* Tabular based on graduated average claim for $200 maximum benefit shown in Table §.
T Parentheses indicate that the number of claims is 10-25.
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TABLE 12

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES

MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
VARIATION IN AVERAGE CLAIM
INCLUDING AND EXCLUDING OUTPATIENT BENEFIT
NO DEDUCTIBLE

|

|
|

NUMBER oF CLAIMS
INPATIENT AND OUTPATIENT

PERCENTAGE OF CLAIMS
WHaicH ARE OUTPATIENT

RATIO OF AVERAGE
Cram ox ALL CLAIMS
10 AVERAGE CLAIM ON

CoMpany ( INPATIENT-ONLY CLAIMS
Male  Female ( Child Male rFemaleT Child | Male {Female[ Child
| i ‘
$100 Maximum Benefit
[ | : _— -
A 6.378 [m ns8 | 749 mo 128 1 45.7 | 900 | 920 | 6060
B. 2,222 | 4,801 ’ 1,479 ’ 017,21 536.6] 8771 886 | 381
C.. 271 399 ‘ 265 . 1‘?‘0 9.3 1358 .89%4 l 930, 737
D 273 639 1 452 1 .. 2028 524 830 ! 832 ’ 596
. 1 11 } 1221250 914 0 823 1962 11.000
Y VSO0 SOOI JSR S PR | Y
Total.. .. 9,148 115,908 | 3,068 : 16.7 14 41493 892 ; .907 636
j $200 Maximum Benefit
A FSU 1,134 0L 28.0|21.8]... .. 783 1 823 ... .
B ... 6,108 (12, 664 5,773 1 28.2 | 20.9 { 55.8 | .767 | .831 | .542
C........ 210 305 309 | 27.6|15.1 | 39.8| .770 | .876 | .686
D.. 2,473 ,535 3,088 135.2 (225511 .7121 81t 1] .580
| 5 272001200 0 .852 ] .831 |]1.000
I... 229 33() 180 | 14.0 9.3 31.7| .905 | .927 | .752
Total . 9,776 18,999 9,352 | 29.6 | 21.0 | 53.2 | .757 | .831 | .564
|
l $300 Maximum Benefit
A | 2,276 | 3,234 | ... 359 2.1 (. 706 | 816 | ...
B.. .. .. 24,017 139,488 128,883 | 49.3 1 35.2 | 59.5 | .561 | .684 | .484
C....... ... 272 378 350 | 24.6 | 12.4 1 39.7 1 .794 | .898 | .690
D............ 2,221 | 3,541 | 2,361 { 46.0 [ 28.6 | 54.9 | .603 | .755 | .534
Yoo 143 251 170 1 32.9 1 19.5 47,1} . 712 | .836 | .615
I.. - 292 467 30312091107 30.7 | .839 | .901 | .766
Total 20,221 147,359 132,067 { 47.4 | 33.3 | 58.6 | .581 | .703 | .493
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TABLE 13

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
VARIATION IN AVERAGE CLAIM
INCLUDING AND EXCLUDING OUTPATIENT BENEFIT
BY MAXIMUM BENEFIT AMOUNT, DEDUCTIBLE, AND AGE

(Experience of One Company)

RaT10$ OF AVERAGE CLAIM ON ALL CLAIMS
70 AVERAGE CLAIM ON INPATIENT-ONLY CLAIMS

ATTAINED $0 Deductible $50 Deductible
AGE
Maximum Benefit Amount Maximum Benefit Amount
§150 1[ $200 $240 $320 $150 $200 $240 $320
Male
15=19 oo AU P e
20~24 635 596 (.630)*
25-29. . ... 648 .617 651
30-34 657 .636 704 661
35-39. .. .. 667 (704 740 709
40-44 .. .. 762 L7158 775 754
45-49. .. . 826 .740 829 814
50-54. .. ... 817 827 836 848
3559 ... 846 .840 857 885
60-64. .. ... 876 .879 892 887
65-69 910 876 860 933
0-74. ... .. 921 911 |
BT 1943 938 |... .....|.........] L0000 | (1.000) }.........].........
Female
Crre | e8| ey ey L esy
761 777 .812 L1192 (.987) .981 1.000 .995
804 .805 (834 L7958 .951 968 991 .969
857 .820 857 .826 .986 966 956 1963
847 .818 . 866 830 .987 973 .980 .973
842 . 825 . 883 844 .961 .982 980 .954
838 .821 875 . 841 .960 919 977 .948
843 825 873 837 938 947 .965 .925
(878 .828 873 878 .945 .946 955 .948
912 .892 .894 . 896 .983 957 .980 (.931)
.902 .902 .884 |.......... 977 970 |
925 905 e .969 (.940) |.........] o
Child
Allages. ... ... . 566 .542 .566 553 .902 .900 . 906 .920

Note.—For policies with a deductible, average claim reflects eligible medical expenses before application
of the deductible.

* Parentheses indicate that the number of inpatient-only claims is 10-25,
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SURGICAL EXPENSE BENEFIT
Fourteen companies submitted experience covering in excess of $63
million in paid claims to this section of the study. A description of the
data used, methods of calculation, and techniques used in standardizing
heterogeneous surgical schedules was presented with the 1960-61 study
(1963 Reports, pp. 150-60).
Table 15 shows ungraduated frequencies, average claims, and claim

TABLE 14

EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MISCELLANEOUS HOSPITAL EXPENSE BENEFIT
INPATIENT ONLY -NO DEDUCTIBLE
ANNUAL RATE OF INCREASE IN AVERAGE CLAIM
WITHIN PERIOD STUDIED

Sreony PErR1OD
5
060607 ; TUER T
|
$100 Maximum Benefit
Male. .. .. ... .. 3.4 2.2¢;
Female. 3.0 2.3
Child. ... 4.1 4.8
Total. ........ .. 3.3 2.5%
§206 Maximum Benefit
Male....... ... .. 5.6 5.1%
Female. .. . .. .. .. 5.0 50
Child. . 7.1 7.9
Total . ... .. . 5.50; 5.4;
$300 Maximum Benefit
Male........... ... 6.95¢ 8.0%
Female.. ...... .. 6.6 8.2
Child. ... ........ 8.6 12.0
Total. . .. .. 6.77; 8.7




TABLE 15

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
COMPARISON WITH 1966-67 INTERCOMPANY EXPERIENCE
AND 1956 INTERCOMPANY SURGICAL TABLE
FREQUENCY OF SURGERY, AVERAGE CLAIM, AND CLAIM COST
PER $100 OF MAXIMUM SURGICAL BENEFIT
STANDARD SCHEDULE—NO DEDUCTIBLE

. RaTIO OF 1968-70 RATIO OF 196870
19608-70 INTERCOMPANY . .
EXPRRIENCE EXPERIENCE TO EXPERIENCE ')rko
1966-67 EXPERIENCE 1956 TasLE
ArTAINED . i e
AGe

Fre- Ao aim | Free | A Claim | Free | AT Claim
quency (‘?’fiem Cost | quency C?:iem Cost | quency C;;i;:m Cost

Male
15-19. ... . .1530 1812.23 |31.87 .96 1.03 .98 | 1.89 72 11.36
20-2%. ... ) .0762 ) 13.99 1 1.07 .87 1 1.08 .95 .97 .81 .79
25-29. ... ... L0758 | 14.34 | 1.09 94 11.06 | 1.00]1.02 .81 .83
30-34...... .. ] 0783 15.82 | 1.24 96 1111 | 1.06 ] 1.06 .88 .93
35-39.. ..., .0829 | 16.72 | 1.39 961 110 [ 1061 1.12 90 1 1.01
40-H. .. L0852 | 18.07 | 1.54 951 1.04 991 1.14 911 1.07
45-49. .. .. 0909 | 20.76 ] 1.89 ] 1.00 | 1.07 1 1.07 | 1.17 98 1 1.15
50-54. .. ... .| L0043 | 23.61 | 2.23 97 11.06 | 1.021.14 98 | 1.12
55-89. ... .. .| c1040 | 2674 12,78 1.00 | 1.06 | 1.07 | 1.151.05 ] 1.21
60-64 ...l 113913185 (3631104 (1.05(1.00}%1.17(1.09]1.28
65-69...... .. L1348 1 3718 [ 501 (1.08 | 1.07 [ 1.15| 1.37 | 1.26 | 1.73
70-74. ... ) 135914099 | 5571 1.08|1.101.19]1.38|1.39]1.92
75-79 ... .. Sl 1494 ) 41047 16,20 (1,13 11,07 | 1.21 [ 1.53 | 1.41 ] 2.14

Female
15-19. ... .. oo 21198 |814.01 [81.68 .99 .99 97 | 1.43 68 97
20-24. .. .. oo L0875 | 15.97 | 1.40 .92 [ 1.08 { 1.00 .94 76 72
25-29. ... L0969 | 18.54 | 1.80 95 11.08 ] 1.03 .91 82 74
30-34. ... 1078 | 22.58 1 2.43 94 11.07 ) 1.00 .97 .90 87
35-39. ... ... 11711 24.84 | 2.91 96 1 1.06 | 1.02 | 1.05 .91 .95
40-44. ... L1263 | 26.90 | 3.40 98 1 1.05]1.03(1.12 92 | 1.04
45-49. ... L1257 1 26.85 | 3.38 991 1.04 { 1.03 1 1.14 .93 1 1.06
50-54.. ... .00 (1179 ] 26,24 [ 3.09]1.00 | 1.03 1 1.021.12 .92 1 1.04
55589, 1079 ) 26,72 1 2.88 1 1,021 1.07 1 1,09 1.06 96 | 1.02
60-64. . .. . L1053 1 28.93 [ 3.05]1.01 ) 1.06(1.07]1.06]1.02]|1.09
65-69. ... .0 1123 131941339 11.05)1.08711.13|1.14)1.14]1.31
70-74. ... ] 1175 133431393 (1.09(1.07(1.1711.20]1.19]1.43
75-79. ... .. 01196 ( 36.73 | 4.39 [ 1.1t to11 1 1.23 1,22 1.311.60

Child

!
Allages........1 .0913 '812.84 |$1.17 881 1.09 .96 Not applicable

¥ Average claims and claim costs of the 1956 Intercompany Surgical Table adjusted to a standardized
basis, as shown in the 1963 Reports (p. 133, Table 15).
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costs per $100 of maximum surgical benefit for ‘“no-deductible” forms.
Also indicated is a comparison with similar data previously published for
the 1966-67 experience and the 1936 Intercompany Surgical Table
adjusted to a standardized basis as shown on page 135 of the 1963 Reports.

Frequencies for both males and females at ages less than 60 are general-
Iy lower than in the 1966-67 experience. At ages 63 and over, frequencies
increased an average of about 8 per cent.

For adults a fairly consistent increase in average claim will be noted:
the 1968-70 experience exceeds the 1966-67 experience by an average of
about 7 per cent. For children the increase in average claim is 9 per cent.

Although the studv does not examine surgical claims by tvpe of pro-
cedure, the decrease noted for children’s frequencies (and the increase in
average claim’ may be partiallv attributable to current changes in medical
practice, for example, the decrease in relatively low-cost operations such
as tonsillectomies.

A graduation of the crude 1968-70 data 1s shown in Table 16. In Table
17 ungraduated data are shown for policies with a deductible provision
(825 and S30) as compared with data for “'no-deductible” policies. Al-
though the volume of paid claims for all policies with a deductible is less
than 20 per cent of the total, and there are apparent statistical irregulari-
ties for certain data cells, the over-all pattern conforms rather closely to
that exhibited for the 1966-67 experience. This fact is underlined by the
data presented in Table 18, in which experience for the 1966-67 and
1968-70 periods is combined. As anticipated, the general pattern is one
of decreasing frequency and increasing average claim as the deductible
increases, although this relationship is much less definite in the female
data than in the male data,

An analyvsis by duration was made of *'no-deductible’” policies. The
effect of selection on early claim costs compared with claim costs for
durations 3 and later is seen in the following tabulation.

Duration Malcs Females All Adults Children Total
1.... . 8575 89¢7 87C¢ | 93¢, 88%
2.... . 91 97 95 107 96
3and later. . . 100 100 100 100 100

Al 9807, 9907, 98¢}, { 99¢7 9897




TABLE 16

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
GRADUATED FREQUENCY OF SURGERY,
GRADUATED AVERAGE CLAIM, AND CLAIM COST PER $100 OF
MAXIMUM SURGICAL BENEFIT—STANDARD SCHEDULE
NO DEDUCTIBLE

Attained Age Frequency Average Claim Claim Cost
Male
15-19............ .1309 $12.68 $1.66
20024, . ... . .0852 13.19 1.12
25-29 ... .0788 14.08 1.11
30-34.......... .. .0769 15.35 1.18
35-39.. ... .. o .0800 17.00 1.36
40-44. ... .. ... .0846 19.04 1.61
45-49. ... .. ... 0895 21.46 1.92
50-34. ... ... .. .0956 24.26 2.32
55-59. ... ... .. .1053 27.44 2.89
60-64......... ... 1174 31.0¢ 3.64
65-69......... .. .1299 34.96 4.54
0-74. . ... .. .1369 39.29 5.38
75-79. .. ... ... . 1495 41.47 6.20
Female
1519 ... ... .. i1t $13.85 $1.54
2024 . ... ... .0968 16.22 1.57
25-29. ... .0983 19.02 1.87
30-34......... ... . 1063 22.12 2.35
35-39. . ... L1162 24.62 2.86
a0-44. ... L. .1230 26.15 3.22
45-49. ... ... .. 11230 26.55 3.27
50-54............ 1173 26.55 3.1
55-59...... . ... .1106 27.21 3.01
60-64......... ... .1087 28.93 3.14
65-69............ L1111 31.30 3.48
0-74. . ... ... L1156 33.75 3.90
7579, ... .1197 36.46 4.36
Child
Allages........... L0913 $12.84 $1.17
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TABLE 17

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
FREQUENCY OF SURGERY, AVERAGE CLAIM, AND CLAIM COST
PER $100 OF MAXIMUM SURGICAL BENEFIT
STANDARD SCHEDULE

No DepveripLe $25 DEDUCTIBLE $50 DEDUCTIBLE
ATTAINED

AGE Fre- Average | Claim Fre- Average | Claim Fre- Average | Claim
quency | Claim Cost | quency Claim Cost ] quency [ Claim Cost

Male
15-19. .} 1530 1812.23 [81.87 | .0408 {8319.96 |80 81 | 0395 {$20.14 |$0.80
20224 | 0762 1 13.99 | 1.07 | 0465 | 17 89 | 0.83 0366 | 21.87 | 0.80
25-29. . 0 0738 [ 1434 1 1.09 ) 0454 | 1996 | 091 0383 | 21.34 | 0.82
30-34 0000 L0783 | 15,82 ) 1.24 ] L0481 | 20,82 | 1.00 | 0421 | 22.38 1 0.94
35339 001 0829 | 16.72 1 1.39 1 0498 | 22.66 1 1 13 | 0445 | 23.75 ) 1.06
4044001 0832 1 1807 1 15 0471 | 2335 0110 ) 0823 1 2413 1126
45 49 0909 | 20.76 1 1.89 | 0345 TA0 149 0542 | 27.38 11 .48
-54. . 0943 | 23,61 | 2.23 | 0625 | 29.76 | 1. 86| 0393 | 31.06 | 1.84
353800000 1040 | 26,74 | 2,78 1 0684 | 3096 2 12 0710 | 33.534 | 2.38
o0-64. .} 1139 ] 31.85 1 3.63 | 0751 | 3797 12,85 0822 ] 40.24 | 3.31
65-69. .. .. 1348 | 37.18 | 5.01 | .0954 | 38.95 | 3.72 0921 | 45.66 + 4.21
FO-T4. 0.0 13591 40.99 | 3.57 ) 1227 | 42.46 | 5.21 0 1114 | 48.03 | 5.35
75-79. .. .00 01494 | 41.47 | 6.20 ] 1202 | 45.84 | 5.51 | 1056 | 47.68 | 5.04

Female
15-19.. ... (1198 |814.01 (81.68 | 0738 [8$19.56 ($1.44 | 0433 {$21.51 [$0.93
20-24. .. .. L0875 1 15.97 1 1.40 | L0637 | 20.97 | 1.34 | 0527 | 22.16 | 1.17
25-29. .. .01 L0969 | 18.54 | 1.80 | .0661 | 23.19 [ 1.53 | .0606 | 23.84 | 1.44
30-34. .. .. L1078 | 22.58 | 2.43 | 0807 | 29.06 | 2.35 | 0787 | 27.71 | 2.18
35-39. .. .. 1171 | 24.84 | 2.91 | L0907 | 30.81 | 2.79 | .0843 | 31.50 | 2.66
40-44. 1263 | 26.90 | 3.40 | L0999 | 32 .14 | 3.21 | .0864 | 33.39 | 2.88
45-49. .. J1257 1 26.85 | 3.38 | 0973 | 31.75 [3.00 | .0922 | 33.94 | 3.13
30-54. .. ] 1179 1 26.24 | 3.09 | 0821 | 31.98 1 2.63 | 0817 | 31.63 | 2.58
55-59. .. .. L1079 1§ 26.7 2.88 | 0713 | 33.10 | 2.36 | .075) | 34.13 | 2.56
60-64. .. .. .1053 | 28.93 | 3.05 | L0757 | 35.99 | 2.72 | .0743 | 35.04 | 2.60
65-69... .. 1123 | 31,94 | 3.59 | 0814 | 38.41 [ 3.13 | 0775 | 37.47 | 2.90
0-74. .. .. 1175 ] 33.43 1 3.93 | L0810 | 42.70 | 3.46 | .0890 | 40.19 | 3.38
T5-79. .. .1 L1196 | 36.73 | 4.39 | 0910 | 43.15 | 3.93 | .0833 | 43.03 | 3.38

Child

| ‘ ‘ ‘ ' !

All ages....| .0913 $12.84 31.17 .0540 ‘318.25 i350499 | L0416 ($19.81 $0.82

NoteE.—For policies with a deductible, average claim and claim cost reflect eligible expenses befor®
application of the deductible; frequency involves only claims where the total eligible medical expenses
exceed the policy deductible.
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TABLE 18

1966-70 ('IVE-YEAR PERIOD) EXPERIENCE UNDER
INDIVIDUALLY UNDERWRITTEN POLICIES
COMPARISON OF FREQUENCY OF SURGERY AND AVERAGE CLAIM
PER $100 OF MAXIMUM SURGICAL BENEFIT
STANDARD SCHEDULE
DEDUCTIBLE POLICIES AS A PERCENTAGE OF NO-DEDUCTIBLE POLICIES

FreEQUENCY AVERAGE CLAIM
ATTAINED
Ace No $25 $50 No $25 $50
Deductible | Deductible | Deductible | Deductible | Deductible | Deductible
|
Male
15-19. .. . 10097 309, 309, 1009, 1679, 1819,
20-24. 100 57 47 100 136 162
25-29 .. 100 58 48 100 142 154
30-34... .. 100 59 52 100 137 147
35-39. ... .. 100 57 51 100 139 147
40-44. ... .. 100 58 58 100 134 138
45-49... ... 100 61 58 100 134 135
50-54..... .. 100 65 61 100 131 134
55-59. ... .. 100 70 66 100 120 128
60-64. . .. .. 100 71 71 100 125 126
65-69.. .. . 100 73 69 100 111 125
70-74.. .. . 100 91 76 100 110 122
75-79.. ... .. 100 83 74 100 116 122
Female
15-19.... .. 1009, 519, 439, 100%, 1399, 1399,
20-24. 100 69 57 100 135 141
25-29... ... 100 66 61 100 130 134
30-34... .. .. 100 74 71 100 129 127
35-39.. . .. .. 100 75 69 100 125 129
40-44. .. .. .. 100 77 68 100 120 125
45-49... .. .. 100 78 72 100 117 127
50-54....... 100 71 68 100 124 122
55-59... . ... 100 69 69 100 129 131
60-64.. . .. 100 74 70 100 128 125
65-69.. .. .. 100 79 71 100 122 122
70-74.. . 100 77 74 100 133 125
75-79.. ... 100 79 75 100 124 124
Child
Allages. . ... 1009, 57% 449, 1009, 146%, 157%
|

NotE.—For policies with a deductible, average claim reflects eligible expenses before the apﬁ)]ication

of the deductible; frequency involves only claims where the total eligible medical expenses exceed t

deductible.
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DEDUCTIBLE AMOUNTS

Ten companies contributed data to this section of the study, which
covers experience under individually underwritten policies with deductible
amounts of 825, 850, and $100.

In hospital and surgical expense policies, any deductible amount is
generally subtracted from the sum of all benefits (except maternity)
otherwise payable at the time of a claim. This eliminates those claims for
total amounts less than the deductible and reduces the other claims to
the extent of the deductible amount.

Number of claims and annual claim frequencies by attained age are
shown in Table 19. Clain: frequencies were obtained by dividing the num-
ber of claims in excess of the deductible by the number of lives exposed.
For homogeneous data we would expect the claim frequencies to decrease
as the deductible amount increases.

Since 1t is easier to satisfv a given deductible under a policy providing
large rather than small benefits, claim frequencies for a given deductible
tend to vary with the amount of the benefit provided. We might expect
that for homogeneous data the claim frequencies in Table 19, which are
for all benefits combined, will exceed the corresponding frequencies of
hospitalization, which do not include nonhospitalized surgical benefits and
outpatient nonsurgical benefits. The single exception to this relation
between corresponding frequencies in Table 19 and Table 2 (female, ages
70-74, 825 deductible) is probably due to statistical fluctuation and
heterogeneous data and also may be due to the fact that Table 2 is based
on amounts of benefit while Table 19 is based on number of claims and
lives exposed.

To obtain the claim cost for a particular combination of benefits in-
volving a deductible, it is necessary to retlect the savings resulting from
the deductible amount. The technique used to obtain the claim cost is
shown on page 101 of the 1967 Reporis.

MATERNITY EXPENSE BENEFIT

Nine companies contributed data on 61,260 claims to this section of
the study, which covers experience under basic hospital-surgical policies
that provide benefits for childbirth or miscarriage. The policies included
in the experience covered pregnancy which commenced after thirty days
from date of issue or maternities which occurred after ten months from
date of issue. Maternity benefits provided by the policies varied con-
siderably, as shown by the table at the top of page 193.



TABLE 19
196870 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
CLAIM FREQUENCY OF HOSPITAL AND SURGICAL EXPENSE POLICIES
WITH A DEDUCTIBLE

$25 DEDUCTIBLE $50 DEDUCTIBLE $100 DEDUCTIBLE
ATTAINED
Ace Number of Claim Number of Claim Number of Claim
Claims Frequency Claims Frequency Claims Frequency
|
Male
15-19.. . . 39 .056 95 075 3 027
20-24.. . 944 .084 1,230 .060 64 L041
25-29. . .. 1,460 077 1,824 060 126 .045
30-34. .. . 1,216 081 1,516 065 85 042
35-39.. ... 960 087 1,291 .069 107 .058
40-44 . . 1,033 .099 1,462 .080 114 065
45-49.. . 1,152 114 1,538 086 152 .083
50-54.. . . 1,386 (134 1,733 L104 188 1107
55-59. .. .. 1,523 149 1,795 17 192 114
60-64. . . .. 1,347 .165 1,616 142 142 1123
65-69. . ... 937 1192 840 .160 62 1133
70-74.. ... 855 249 596 .190 45 168
T5-79.. ... 955 217 555 1226 39 297
Total. . .| 13,807 |.......... 16,091 |.......... 1,319
Female
15-19. .. .. 138 .128 137 .081 11 .083
20-24 ... .. 1,652 .109 2,442 .087 145 .066
25-29. .. .. 2,015 Al 2,769 .088 190 .070
30-34.. ... 1,727 13 2,368 109 171 .099
35-39..... 1,594 147 2,339 1120 188 11
40-44. . .. 1,898 164 2,718 L1131 213 107
45-49. .. .. 2,376 .168 3,229 1134 241 .108
50-54.. ... 2,571 157 3,258 .126 343 1134
55-59. .. .. 2,538 .149 2,930 118 283 .101
60-64. .. ..| 2,368 .161 2,430 126 176 .103
65-69. . ... 1,557 A7 1,255 .143 121 . 142
70-74. .. .. 1,327 .188 946 .163 81 1154
75-79.. ... 1,601 .239 997 .181 62 187
Total...| 23,362 |.......... 27,818 ..., 2,225 |
Child
Allages. . . 9,827 .083 13,456 .055 ] 872 .050

 Note,—These frequencies involve only claims where the total eligible medical expenses exceed the
policy deductible,
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TABLE

20

MATERNITY CLAIM FREQUENCY
EXPERIENCE BY CALENDAR-YEAR DURATION

'NDERWRITTEN POLICIES

Durartiox |

Duration 2

THIRATION

K

!
i

DuraTION 3
axb LATER

ALL DURATIONS

ATTAINED
AGE
Number of

Claims

20-24. ... .. 8,680
25-29. 5,291
30--34 1,343
35-39 449
40-44. ... 106
45-49. .. .. 24
Total. .. .. 15,899

Fre-

quency
282
211
108
051
013
.003

Number of] Fre-
Claims | quency
6,494 .312
4,990 249
1,277 125
406 056
118 07
21 003

.1 13,306

Number of] Fre-
Claims quency
4,044 .293
3842 ] 229
1,154 124

343 .053

108 017

14 002
Cos0s] .

Number of
Claim
2,490
3,202
tL023
323

i

7,132

Ire
quency

Number off  Fre- Number off Fre-
Claims quency Claims quency
2,123 L2587 | 23,837 .288
6,506 164 1 23,891 L2006
4,297 084 9,094 .099
1,837 037 3,358 .043
504 .009 913 011
91 .001 167 .002

15,418 61,260

1956
INTERCOM-
PANY
HospiTaL
TaBLE
FrREQUENCY
285
196
17
.060
010
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ANALYSIS OF DATA BY TYPE OF MATERNITY BENEFIT

No. Claims in Study

Maternity Benefit Provided in Policy (All Durations)

10 times dailv hospital benefit. ... ... 27,325
5 times combined daily hospital benefit of hushand and wife. . 24,856
8 times daily hospital benefit. . . ... 0oL 3,407
Full hospital and surgical benefits. .. ... ... . . o 435
12 times daily hospital benefit after sccond policy vear.. .. .. 2,133
6 times daily hospital benefit. ... ... ... . .. 1,242
Flat 850 ... .. . . 224
15 times daily hospital benefit after second policy year. .. . 1.389
10 times daily hospital benefit but not more than $100.. . . 249

Total . ... .. R 01,200

Frequencies of maternity by attained age and duration are shown in
Table 20. The maternity claim frequencies of the 1956 Intercompany
Hospital Table are shown for comparative purposes. The frequencies for
all durations combined are close to those of the 1956 table. Frequencies
of 1968-70 are slightly higher in the earlier ages than those reported for
the 1966--67 experience.

As expected, claim frequencies on the maternity benefit are highest in
the second policy vear, after which thev consistently decrease by dura-
tion. The lower claim frequencies for duration 1 as compared with dura-
tion 2 can be attributed to the initial waiting period of ten months follow-
ing date of issue. On the assumption that issues are spread uniformly
throughout the vear, the effect of the ten-month waiting period on the
frequencies for calendar-year duration 1 can be approximately offset by
multiplving the frequencies shown by 1.53.

MAJOR MEDICAL EXPENSE BENEFITS

Twelve companies contributed data on 66,280 claims to this section
of the study. The volume of claims is almost twice as large as that in the
1966-67 experience. Data were submitted in a format slightly different
from that of the previous studies. Data for this section of the study were
submitted in five-vear attained-age groups by sex (male, female, and
child) and duration (1, 2, 3, 4, and 5 and later) for each combination of
the following variables:
. Calendar year of experience
. Renewal provision (guaranteed renewable or cancellable)
. Type (family or individual)
. Coinsurance percentage
. Deductible amount

[ O P O
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. Deductible type (fixed or variable)

. Maximum benefit

. Surgical schedule maximum

9. Hospital room and board limit

10. Intensive-care room and board limit
11. Period to satisfv deductible

12. Benefit period

6~ D

The data submitted were number of lives exposed, number of claims
incurred, and amount paid on claims incurred. The amount paid was
reported in two categories: eligible expenses which are subject to coinsur-
ance and eligible expenses which are not subject to coinsurance.

Amounts paid on policies with coinsurance percentages other than 75
per cent were adjusted to the amount which would have been paid had
the coinsurance percentage been 75 per cent by multiplving amounts paid
subject o coinsurance on the “other percentage’ policies by the ratio of
75 to the specified other percentage and adding this adjusted amount to
the amount paid not subject to coinsurance. Data for these policies were
then combined with data for the 75 per cent coinsurance policies. This
represents a change from the method used in previous studies to adjust
amounts pald to a 73 per cent coinsurance basis. However, because of
the characteristics of the policies included in the experience tables con-
structed, the effect of this change on the amounts paid as adjusted would
be insignificant.

In all tables in this section of the report, average claims and claim costs
reflect eligible expenses affer application of the deductible, coinsurance
factor, and maximum benefit. Claim irequencies involve only claims
where the total eligible expenses exceed the deductible,

The three years of experience provided a sufficient quantity of data so
that useful experience tabies could be constructed for seven categories:

1. 8500 fixed deductible, no room and board limit, and no surgical schedule
maximum.

2. $500 variable deductible, no room and board limit, and no surgical schedule
maximum.

3. $500 fixed deductible and $25 room and board limit.

4. 8750 fixed deductible, no room and board limit, and no surgical schedule
maximum.

5. $750 variable deductible, no room and hoard limit, and no surgical schedule
maximum.

6. $1,000 fixed deductible, no room and board limit, and no surgical schedule
maximum.

7. $1,000 variable deductible, no room and board limit, and no surgical schedule
maximum.
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The data in categories 4-7 were very sparse, and this severely limits
their value. The committee nevertheless decided that publication of this
information was useful.

All data in these tables are 75 per cent coinsurance or were adjusted to
a 73 per cent coinsurance basis. An analysis showed that experience on
cancellable policies was sufficiently similar to experience on guaranteed
renewable policies to allow the combiantion of both sets of data to be
used in constructing all the tables. Cancellable experience was a small
percentage of the total experience, as noted in the table descriptions
below.

Table 21 shows the combined experience of durations 3 and later for
plans with $500 fixed deductible, no hospital room and boeard limit, no
surgical schedule maximum, and 75 per cent coinsurance (including ad-
justed data for plans with other coinsurance percentages).

This table was contructed on the same basis as the corresponding
table in the 1966-67 experience study. The data included in the 1966-67
table were on a fixed deductible basis. All data submitted on policies with
a $500 fixed deductible and no room and board limit were also on policies
with no surgical schedule maximum. “No Surgical Schedule Maximum”
is indicated for information only and does not imply that any data have
been excluded from this category.

About 94 per cent of the claims in this experience are on guaranteed
renewable policies. Approximately 76 per cent of the claims in the data are
on policies with a $§10,000 maximum benefit, while about 20 per cent are
on policies with a $7,500 maximum benefit, and the other 4 per cent are on
policies with a 85,000 maximum benefit.

The 1968-70 experience is compared with the 1966-67 experience
(1969 Reports, pp. 114-15) and with the 1964-635 experience (1967 Re-
ports, pp. 104-5). Claim costs have increased, on the average, about 69
per cent for males, 37 per cent for females, and 55 per cent for children
since the previous (1966-67) study. Claim frequencies have shown larger
increases than average claim sizes for all ages combined and are 36 per
cent higher for males, 23 per cent higher for females, and 44 per cent
higher for children, levels which are one-half to three-quarters of the in-
creases shown for claim costs.

At ages under 50 male claim costs are generally less than female claim
costs, with an exception to this rule in the age range 35-44. For ages above
49, male claim costs average 40 per cent higher than female claim costs.

A graduation of the crude claim costs shown in Table 21 is presented
in Table 22.
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NO HOSPITAL

TABLE 21

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES

MAJOR MEDICAL EXPENSE BENEFI)
ROOM AND BOARD LIMIT,

NO SURGICAL SCHEDULE

[DURATIUNS 4

)

" ; Rarg 0 1966-67 Ratio To 1904-065
: s i o
ATTAINED I\'"M"_ER Nuu‘m:n AvouNT ¢ ,“f'“ AveraGcr | Upamm | I
Ak (),F Lives . oF Pan VFl‘lP:- . Crang [ [T ‘ Claim | i . Claim .
Expostn CLAaIMs QUENCY | Eoe CAverage ] Claim Fre. | Average | Claim
: ¢ luim Cost Claim Coxt
{ rency quency
Male
1519 . 19 0ls 0] o000 |s 0.0 A R T Y ORI .
20-24.. . 1,009 41 30,069 03835 733. 2.00 1.14 2.28 2.22 1.60 3.53
25-29. .. 2,749 75 55,753 02728 743.37 1.95 1.04 2.02 1.58 1.38 2.18
30 34, 4,086 135 101,284 103304 730 2° 1.587 98 1.54 1.90 1.54 2.91
3539, ... 5,842 243 237,832 04194 970. 7 1.6l 1.36 218 1.93 1.29 2.49
40 44 8,377 400 524,154 (4882 1,281 58 1 37 1.62 2.23 1.57 18O 2.83
45 19 9,536 557 367,090 C05841 1,018 731 119 1.59 1.57 1.06 1.67
S0 54, . 10,090 725 911,329 07185 1,257 1.ty i.24 1.47 .41 1.37 [.93
55 59.. .. 11,039 1,10 1,598,044 10789 1,341 1.43 1.20 1.79 1.68 1.24 2.08
00-64. .. 11,541 1,393 2,056,103 12087 1,473 119 1.28 1.33 1.41 1.34 1.90
65-09. .. 6,911 1,074 1,479,084 158540 1.377.7. 1280 118 1.51 1.47 1.21 1.77
70-74 . 5.310 Q66 1,384,012 18192 1,432, 1247t 1.37 1.39 1.17 1.62
75 and over. 5,127 1,183 1,785,321 23074 1,500, N 22 RN 1.05 1.37 1.53 1,18 1.79
Allages. .. .| 81,0690 7,990 \IO /3() 735 9788 | &1.342 01 ‘ 213135 E I 36 1.24 1.69 1.54 1.33 2.08
13

S300 FINEDH DEDUCTIBLE
T3 PER CENT COINSURANCE (ADIUSTED)*
AMaximry

AND LATHER

* Includes policies with other coinsurance factars for which the following

claim Frermmency i
|

volves only claims where the total eligible expenses exceed the

adjustment has been made: Amount paid fadjusted) = (Amount paid not subject deductible.
to coinsurance} + {Amount paid subject to colnsurance = 0.75 3 Other fadtor | w2 Radios for all aaes are weighted avernges of rutios for each age range;
Note 1.- Average claim and claim onst redect eiipible expenses affer apy \]1( a s number of Tives exposed,

tion of Lhe «lulu‘hbh coinsurance factor, and the maxitnum benefit provision:
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TABLE 21-—Continued

RaTio To 1966~67

RaTio To 1964-65

NuMBER NUMBER Cram -
ATTAINED oF Lives oF AMOUNT Fre. AVERAGE Cram
AGE E N Parp Craim Cost Claim o Claim -
{XPOSED Cramms QUENCY . Average| Claim . Average | (laim
Fre- N . Fre- SN
Claim Cost Claim Cost
quency quency

Female
15-19..... ... 38 018 0 .00000 | $ 0.00% 000 ). ......0....... A R
20-24.. .. .. .. 1,025 34 29,851 .03317 877.97 29.12 1.40 1.27 1.77 1.73 1.35 2.34
25-29... ... .. 3,099 126 102,206 . 04066 811.16 32.98 1.65 .96 1.59 1.45 1.0t 1.47
30-34... ... .. 4,796 200 156,085 .04170 780.43 32.54 ] 1.34 .90 1.20 ) 1.32 1.20 1.59
35-39........ 6,768 300 251,623 .04433 838.74 37.18 1 117 .82 961 1.22) 1181 1.43
40-44 . . . 9,345 524 491,753 .05607 938.46 52.62 1.08 1.14 1.22 1.34 1.23 1.65
45-49... ... .. 10,954 778 842,252 07102 1,082.59 76.89 1.19 1.28 1.52 1.39 1.33 1.84
50-54.. .. ... 12,693 992 1,062,187 .07815 1,070.75 83.68 1.28 1.17 1.50 1.26 1.25 1.57
55-59.... ... 16,296 1,495 1,876,730 09174 1,255.34 115.17 1.20 1.21 1.45 1.48 1.30 1.93
60-64.. .. .... 19,321 1,887 2,365,139 09767 1,253.39 122 .41 1.28 1.19 1.52 1.59 1.39 2.21
65-69.... .. .. 13,776 1,508 1,826,639 .10947 1,211.31 132.60 1.20 1.08 1.29 1.32 1.26 1.66
70-74.. ... .. 10,790 1,507 2,075,000 13967 1,376.91 192.31 1.25 1.14 1.42 1.56 1.37 2.14
75andover...| 12,087 2,115 2,665,239 .17498 1,260.16 | 220.50 1.19 .97 1.16 1.29 .95 1.22
All ages. .. .| 120,988 | 11,45 | $13,744,724 .09477 | $1,198.74 | $113.60 1.23 1.12 1.37 1.41 1.26 1.77

Child
All ages. .. .. 64,407 1,030 1 & 756,983 01599 | $ 734.93 | § 11.75 1.44 1.08 1.55 | 1.74 1.07 1.85
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Table 23 compares the experience of durations 1 and 2 with that for
durations 3 and later.

The variation in experience for each company which contributed data
for Table 21 is indicated in Table 24. It should be noted that the con-
tribution of Company E accounted for 100 per cent of the data for the
$10,000 maximum benefit. Also, the average adult attained age for dura-
tions 3 and later in the data contributed by Company E was 59.0, while
for the other companies the average ranged from 44.1 to 48.8.

TABLE 22

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFII
$3500 FIXED DEDUCTIBLE
75 PER CENT COINSURANCE (ADJUSTEIN*
NO HOSPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUAM
GRADUATED CLAIM COSTS FOR
DURATIONS 3 AND LATER

Attained {laim
Age Cost
Male
2024 .. . . 320,94
25-29 . . S 21 K2
30-34. . ... . . 27.83
35-39... ... . R 41.27
0440 S 36.17
4549 . 64 41
50-54. . .. S 93.61
55-39.. .. .. R 139.97
60-64..... ... .. e 177.56
65-69.. ... .. e . 21573
10-74. ... . 268 .40
75 and over. ... ‘ 342 08
Female
20240 $ 29 ol
25-29. . ... . . 32.36
30-34. .. e 32.59
3539 ... .. R 37.46
0-44. .. . AU 53.00
45-49. . 0 S 75 .88
S0-54. ... ... S 84 .88
S5-59... .. . . 114.34
60-64. .. ... ... . 122.26
65-09. ... ... ..., 134.21
0-74. .. . o 190.53
7Sandover........ . ... . .. 220.93
Child
Allages. ... ... ... ... $11.75

* See footnotes to Table 21.
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Table 25 shows the combined experience of durations 3 and later for
plans with a 8500 “variable” deductible, no hospital rcom and board
limit, and no surgical schedule maximum. “Variable’” deductible means
that the actual deductible for any claim is the greater of the stated de-
ductible (8500 in this case) or the actual benefits paid under other medical

TABLE 23

1968-70)0 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$500 FIXED DEDUCTIBLE
75 PER CENT COINSURANCE (ADJUSTED)*
NO HOSPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUM
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR DURATIONS 1 AND 2

RaTIO OF ACTUAL TO EXPECTED}
ACTUAL
SEX DuraTION NUMBER OF

CLAIMS Claim Average Claim
Frequency Claim Cost
1 677 .58 .4 L3t
Male........ {2 518 68 & 46
1 823 .58 .61 .35
Female. . ... {2 751 75 73 55
1 1,500 .58 .58 .33
Alladults. ... {2 1,269 72 o 51
. 1 223 1.11 .70 .78
Children. ... {2 150 1.32 ‘8 1,10

* See footnotes to Table 21.
t Expected based on experience for durations 3 and later.

expense insurance covering the total loss. The table represents the ex-
perience of one company, about 66 per cent on policies with a $10,000
maximum benefit, 26 per cent on policies with a $15,000 maximum, and
the rest on policies with a $20,000 maximum, All of the data are guaran-
teed renewable.

In comparison to the fixed deductible experience in Table 21, the aver-
age claim sizes for all ages combined are comparable, but the claim fre-
quencies and claim costs for males and females are less than half those for
the fixed deductible benefit.

Table 26 compares the experience of durations 1 and 2 with that for
durations 3 and later for the $500 variable deductible.



200 COMMITTEE ON INDIVIDUAL HEALTH INSURANCE

Table 27 shows the combined experience of durations 3 and later for
plans with S300 fixed deductible, a $25 room and board limit, and 75 per
cent coinsurance (including adjusted data for plans with other coinsurance
percentages). Some of these policies also incorporate surgical schedule
limits.

About 45 per cent of the claims in this experience were on policies with
a 810,000 maximum benefit, while about 39 per cent represented a 87,500

TABLE 24

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
3300 FIXED DEDUCTIBLE
NO HOspITAL ROOM AND BOARD Linir
NO SURGICAL SCHEDULE MAXIMUM
7S PER CENT COINSURANCE (ADJUSTED)*
DURATIONS 3 AND LATER
RATIOS OF ACTUAL TO EXPECTED EXPERIENCL
BY CONTRIBUTING COMPANY

Rat1o 0F Actrrarn 10 EXPECTED T
Actratr
SEx CoMPANY | NUMBER OF

{ Crarvs Claim Average Claim
Frequency Claim Cost
(A 710 .81 1.14 .93
B | 366 .74 .95 .70
Male... .. {c | 161 72 1.13 81
D ! 414 i 1.13 (87
E | 6,345 1.08 97 1.05
A } 793 .90 1.12 1.01
DI 391 76 1.00 .76
Female . Ic 184 .81 1.10 96
D 501 .89 1.13 1.02
|F I 9,597 ; 1.03 08 1.01

‘ i
(A | 1,503 | .86 1.13 .97
lB ! 757 ‘ .75 .97 .73
All adults. . . C i 345 ‘ 7T 1.13 .88
'D | 915 ! .83 1.13 .94
|E i 15,942 1.05 .98 1.03

I

(A | 248 .97 1.10 1.07
JB \ 96 .65 .96 .63
Children. . ... C ; 61 .79 .91 .73
[1) | 162 .96 1.01 .97
I | 463 1.21 .99 1.19

I :

* See footnotes to Table 21,
t Expected based on experience of all companies combined.
Note.—Company codes in this table do not correspond to those used in Table 30,



TABLE 23

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT--8500 VARIABLE DEDUCTIBLE
NO HOsPITAL ROOM AND BOARD LIMIT, 75 PER CENT COINSURANCE
NO SURGICAL SCHEDULE MAXIMUM
DURATIONS 3 AND LATER

(Experience of One Company)

Number Number

Attained of Lives of Amoiunt Claim Aver.aue Claim
Ape Exposed Claims Paid Frequency Claim Cost
Male

15-19. .. ... 4 0 -3 0 .00000 | $ 0.00 $ 0.00
20-24. .. .. 419 9 3,551 .02148 394.56 8.47
25-29. ... .. 1,276 19 22,670 .01489 1,193.16 17.77
30-34. ... .| 1,19 20 13,282 01117 664.10 7.42
35-39.. . 1 2,427 53 50,009 102184 943 .57 20.61
40-44. . | 3,294 75 75,650 02277 1,008.67 22.97
45-49 .. 3,225 108 114,229 .03349 1,057.68 35.42
S0-54.. | 2,776 117 152,161 04213 1,300.52 54.81
55-59. 2,836 176 270,900 06206 1,539.20 95.52
60-64. ... .1 2,713 233 329,892 08588 1,415.85 121.60
65-69. . . .. 2,151 166 142,554 07717 858.76 66.27
70-74 . . 750 47 66,758 06267 1,420.38 89.01
75and over. 0 0 0 . 00000 0.00 0.00

All ages..| 23,662 | 1,023 | $1,241,655 104323 | 81,213.74 | $ 52.47

Female
15-19. .. .. 3 0 |$% 0 .00000 | $ 0.00 $ 0.00
20-24... ... 609 14 10,150 02299 725.00 16.67
25-29. ... .. 1,795 45 32,686 02507 726.36 18.21
30-34. ... 2,394 69 52,595 .02882 762.25 21.97
35-39 ... .. 2,864 89 66,121 .03108 742.93 23.09
40-44. . . 3,503 152 153,838 .04339 1,012.09 43.92
45-49. . 3,577 165 170,948 .(04613 1,036.05 47.79
50-54. ... .. 3,418 178 192,266 .05208 1,080.15 56.25
55-59. . ... 3,829 227 436,106 .05928 1,921.17 113.90
60-64. .. ... 3,865 254 329,670 .06572 1,297.91 85.30
65-69. ... .. 2,709 145 144 358 .05353 995.57 53.29
70-74. .. . 763 32 52,118 .04194 1,628.69 68 .31
75and over. 0 0 0 . 00000 0.00 0.00

Allages..| 29,329 | 1,370 | $1,640,856 | .04671 | $1,197.71 | & 55.95

Child

All ages....| 36,950 382 | § 352,820 .01034 { $ 923.61 | $ 9.35
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maximum benefit and 16 per cent corresponded to a $12,500 maximum
benefit. Guaranteed renewable policies account for 85 per cent of the
claims. The 1968-70 experience is compared with the 1966-67 experience
(1969 Reports, p. 119) and with the 1964-65 experience (1967 Reports,
p. 109}, The 1966-67 studv did not include experience on cancellable
policies, while the other two studies did. For both males and females,

TABLE 26

1968-70 EXPERIENCE UNDER INDIVIDUALLY
TUNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
S$500 VARIABLE DEDUCTIBLE
75 PER CENT COINSURANCE
NO HO$PITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAX[MUM
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR DURATIONS 1 AND 2

= ‘ =
' RATIO OF ACTUAL T0O EXPECTED®
; AcCTrAL
SEX Duration NUMBER OF
Cramns Claim Average Claim
Frequency : Claim Cost
M1 171 .59 79 .46
Male. 102 138 67 88 50
[1 305 .86 87 .74
Female ......1 /) 263 1,02 86 88
I i1 476 .74 .82 .60
Alladults. 12 101 86 86 73
S fn 93 8 7 .66
Children 6 64 78 1.36 1.06

* Expected based on experience for durations 3 and later.

average claim sizes are down 3-6 per cent from thase in the previous
studyv. Both claim frequencies and claim costs have increased, for males
16-18 per cent and for females 4-10 per cent.

A graduation of crude claim costs shown in Table 27 is presented in
Table 28. Table 29 compares the experience of durations 1 and 2 with that
for durations 3 and later.

Variations in experience for each company which contributed data for
Table 27 are shown in Table 30. The average adult age in this experience
for each company ranged from 41.6 to 47.6.

Enough experience was submitted for policies with $750 and $1,000
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TABLE 27

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$500 FIXED DEDUCTIBLE, $25 HOSPITAL ROOM AND BOARD LIMIT, 75 PER CENT COINSURANCE (ADJUSTED)*
DURATIONS 3 AND LATER

RaT10 TO 1966-671% RATIO To 1964-65%
ATTAINED N“: Bew | Nyuser AMOUNT CFLMM AVERAGE Cramm
Ace OF LIVES oF Pam RE- CramM CosT Claim . Claim .
Exrosep CLaIMS QUENCY Fre- Average| Claim Fre- Average| Claim
Claim Cost Claim Cost
quency quency
Male
15-19..... ... 21 118 720 04762 | $ 72000 | $34.29 % . L e . e
20-24.. ... 1,423 41 21,228 . 02881 517.76 14.92 1.35 1.04 1.41 5.08 3.95 | 19.89
25-29....... .. 4,650 93 55,915 .02000 601.24 12.02 .93 .57 .53 3.08 91 2.80
30-34....... .. 7,203 150 94,368 .02082 629.12 13.10 1.33 1.29 1.72 .98 1.40 1.37
35-39....... .. 9,655 247 192,344 02558 778.72 19.92 1.16 .87 1.00 .88 1.17 1.04
40-44.. .. ... .. 12,160 427 319,288 .03512 747.75 26.26 1.10 1.11 1.22 1.37 .84 1.15
45-49.. 11,917 499 358,946 .04187 719.33 30.12 1.21 .90 1.09 .93 .86 .81
50-54......... 10,304 560 533,137 05435 952.03 51.74 1.08 .87 .94 1.28 .84 1.08
55-59......... 9,647 653 620,852 .06769 950.77 64.36 1.27 .88 1.11 1.03 .81 .84
60-64.. . ...... 6,613 608 686,580 .09194 1,129.24 103.82 1.18 .93 1.10 1.09 .90 .98
65-69.. .. ..... 1,334 80 108,571 .05997 1,357.14 81.39 2.01 2.50 .02 .57 .69 .39
70-74. ... ... . 59 5 10,584 08475 | 2,116.80 179.39 | ..o oo
75 and over.. .. 2 0 0 . 00000 0.00 0.00 (.. ... | .... . ... | . ...
All ages. .. .. 74,988 | 3,364 | $3,002,533 .04486 | $ 892.55 | $ 40.04 1.16 .97 1.18 1.15 1.00 1.48

* See footnotes to Table 21.
t 1966-67 data contained experience on guaranteed renewable policies only.
1 1964-65 data contained experience on cancellable policies and on guaranteed renewable policies.
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TABLLE 27—~Continued

i i
! Raris 7o 1066671 RaTio T 1964-651¢
- . . ! ! —— e
ATTAINED ;\‘l’]“ ':I‘ Rl Nuw I“‘ k AMOUNT [I‘I"\TAM AMvieracr T Craw
Ack OF Livks 4(”’ Pamp ke Cran L Casr 1 Ulaim | G Claim -
LExroskp CLAIMS QUENCY [ | e Average | Claim Fre. Average | Claim
i queny {'faim Cost quency laim Cost
Female
T T ! - I
15419 ... . 27 08 O] 00000 S 0008 0.00] . S Y S PP P
20-24... ... 1,650 RH 17,250 02295 453.95 10.42 | .01 1.11 .67 .80 .36 .29
25-29.. .. ... 5,836 179 103,180 03067 37642 17.068 ] 1.22 1.58 1.94 1.08 1.31 1.42
30-34 .. 8,297 288 188 579 03471 654.79 22,73 ’ 1.22 .67 .82 1.06 1.32 1.39
35-39. .. 10,665 426 283,902 .03944 666.5% 26 63 | 99 .83 &4 .96 .94 .90
40 44 L 12,028 607 445,320 L4807 733 64 3526 ] [N X .96 96 1.17 [.12
45 49 I 12 484 730 532,655 LOSRET 72966 42 07 | 03 L8R N .16 .99 1.15
50-54. 0 .. 11.431 12 036,425 06229 g1 us ‘ 57 .42 ‘ 106 (BB 1.21 1.09 1.03 1.12
5559 L. 10,375 720 749,503 06809 1,041 10 PO R .93 1.01 1.31 1.13 1.48
60 61 L. 6,900 161 463,157 D668 1,004. 68 67 12 ’ 1,20 (iR .94 1,23 1.32 1.37
65 069 ... ... 1,272 05 82,056 05110 1,271.63 04 .98 i 1.25 1.49 1.87 1.20 .04 81
074 ... 53 1 443 L01887 443 .00 RI0L .
75 and over. ... i 0 0 (0000 0,00 (.00 ]
All ages L 81,825 3,227 | 83,523,222 5166 1 8§ KE3 R0 l Sdin6 110 LO4 1.04 1.10 [.08 .19
¢ hid
Allages. .. ..} 130,080 1,304 | & 874,537 00995 | 8 027 .36 ; & 624 i 1.0 1.09 1.10 Y 1.08 1.06
e

t 1066-67 data contained experience on guaranteed renewable policies only.
F1061-65 data contained experience on cancellable policies and on guaranteed rinewabic policies.



TABLE 28

1968 70 FXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT

8500 I'1IXED DEDUCTIBLE

73 PER CEXT COINSURANCE (ADJUSTED)*

825 HOSPITAL ROOM AND BOARD LIMIT

GRADUATED CLAIM COSTS FOR

DURATIONS 3 AND LATER

Attained Claim
Aye Cost
Male
20-24 0 $12.20
25-29 0 . 12.26
30-34. .. 14.16
35-39. .. ] 19.21
JO-H4 25.10
549 32.72
50-54. . 49.75
55590 69.07
6064 .. . 93.32
05069, . ... ... 103.52

Female
20-24. ... . $ 11 .43
2529 17.01
30-34. .. 22.11
35-39 . 27.39
$O-HL 00 34.93
5409 . 44,36
S0-54... 57.22
55-59. ... 67.18
00-64. . ... ... 69 .33
65-69 ... 69.74

Child
Alages. ... .............. S 6.24

* See footnotes to Table 21.

205
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fixed deductibles and 8$750 and $1,000 variable deductibles, no hospital
room and board limit, and no surgical schedule maximum, so that Tables
31, 33, 33, and 37 could be constructed. Each of Tables 31, 33, and 37
represents the experience of one company. Table 35 represents the ex-
perience of two companies. All policies included in these tables have a
73 per cent coinsurance percentage, or amounts paid have been adjusted
to a 75 per cent coinsurance basis. As in Tables 21, 25, and 27, the experi-

TABLE 29

1968~70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT

8500 FINED DEDUCTIBLE

75 PER CENT COINSURANCE (ADJUSTED) ™

$25 HOsPITAL ROOM AND BOARD LIMIT

RATIOS OF ACTUAL TO EXPECTED EXPERIENCE

FOR DURATIONS 1 AND 2

| RaTio oF AcTearL 1o EXpriTint
SEX DURATION '?‘( T[.‘tf - .
1AL Claim Average ; Claim
Frequency Claim Cost
1 342 w1 | e
Male..... ‘2 370 .91 .90 &2
1 551 1.03 .81 .83
Female 0 641 1.08 83 190
1 893 oo | 89 .89
Alladults. I2 1,011 101 \ 85 86
o /1 252 107 44 47
Children 12 251 o3 | sa 1§
‘ |

* See footnotes to Table 21,
t Expected based on experience for durations 3 and later.

ence for durations 3 and later has been combined. All experience is on
policies which are guaranteed renewable.

Table 32, 34, 36, and 38 compare for the §750 and $1,000 fixed and
variable deductibles, respectively, the experience of durations 1 and 2
with that for durations 3 and later.

The scantiness of the data underlving these $750 and 1,000 deductible
tables will severely limit their value. It must also be recognized that only
one or two companies contributed to each table. The tables should, how-
ever, prove useful in comparison with cach other or in demonstrating



TABLE 30

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT

§$500 FI1XED DEDUCTIBLE

$25 HOSPITAL ROOM AND BOARD LIMIT,

75 PER CENT COINSURANCE (ADJUSTED)*
DURATIONS 3 AND LLATER

RATIOS OF ACTUAL TO EXPECTED EXPERIEXNCE
BY CONTRIBUTING COMPANY

Rario oF Acrvar to ExpecTeDt
AcTrAL
SEX CoMPANY NUMBER OF
CrAIMS Claim Average Claim
Frequency Claim Cost
(A 1,071 1.03 1.01 1.04
IB 389 .92 1.16 1.07
'C 353 1.21 .98 1.19
Male. .. . {D 575 1.08 1.06 1.15
'E 48 .83 .89 .74
\F 524 .93 1.04 97
(G 404 89 .66 .59
rA 1,373 1.07 .96 1.02
B 515 .92 1.19 1.10
1(: 398 1.03 1.00 1.02
Female. .. . .. D 591 .99 1.16 1.15
E 70 1.08 1.11 1.20
lF 658 .91 1.09 .99
G 622 1.02 .60 .67
(A 2,444 1.05 .98 1.03
B 904 .92 1.18 1.09
C 751 1.1 .99 1.09
All adults. . .. D 1,166 1.03 1.11 1.15
E 118 96 1.01 .97
F 1,182 .92 1.07 .98
G 1,026 .97 .66 .64
(A 401 1.22 1.06 1.29
B 174 1.19 .89 1.06
C 159 1.47 .96 1.4
Children. . . D 172 1.24 1.06 1.3
|E 20 1.43 .76 1.09
IF 300 .59 1.19 .71
G 168 1.12 .54 .60

* See footnotes to Table 21.
t Expected based on experience of all companies combined.

Note.—Company codes in this table do not correspond to those used in Table 24.
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TABLE 31

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT—S8730 FINED DEDUCTIBLE
N0 HOSPITAL ROOM AND BOARD LIMIT, 75 PER CENT COINSURANCE
NO SURGICAL SCHEDULE MAXIMUM
DURATIONS 3 AND LATER

(Experience of One Company)

|
Attained ,\un’llt?er ;"mA Amount f Claim l‘ Average 1 Claim
Ape O_fL“t\ -er. of Paid Frequency ' Claim ‘ Cost
Exposed | Claims | ; |
‘ i :

Mule
_ — R
15-19 : N 1 0 { 3 § 00000 | 8 D.o6 e 000
20-24 3l 0 | 0 0000 | 000 | 0.00
25-29 U I VO BN S 671 5 069,30 | 193
30-34 R 1 i T3 00893 7500 ¢ 067
3539 62 T 3os2 (321 22600 TE6U
J0-44 b0 T I 3,302 03415 M3 T 82
45-44 |o2ed | [ LL,660 | 03042 1 ASTEG | MW
3034 Loo2es L e 17,806 0603% 1116 63 67 42
33-39 O 3G 39,932 L08182 1 1,664 T } 136 21
60-64. 63% | st ‘ 60,007 07904 LLITRAT | w20
63-69 . 336 52 79,308 09701 1,523,153 147 90
0T 15|46 I 76.603 1084 | 1,665.33 | 18430
7Sand over ... . 363 56 X2 &80 15427 } 1,480 00 228 32
All ages 3,600 1 290 3404 02 1)8()\() l 304 80 | 8112.36

| | |

Female
15419 .. .. 0 0 |s 0 00000 | S 0.00 |8 0.00
20-24. . . &0 3 6,230 J03730 | 2,083.33 78.13
25-29.. . 116 3 1,278 L04310 25560, 11.02
30-3%.. ... | 140 2 1,005 01429 502.50 | TS
35-39. 162 3 1,154 (01852 384,67 T2
4044 . 214 13 6,381 0607 3 49083 29 82
45-49. L 335 13 8.046 03881 618.92 2402
50-54. - an 28 24,271 06651 86682 57.65
3559, ... 722 30 26,011 04155 867.03 36.03
60-64. .. . .. 1,134 80 133,517 J07035 | 1,668.90 117.74
63-69. 774 54 36,439 06977 | 1,045.17 72.92
0-7T4... ... 566 65 87,190 11484 | 1,341.38 154.03
75 and over. ... 723 1 1m 14‘),308 1408 | 1,465.76 206.79
Allages. . .| 5,387 1398 | 8501 Ow() 07388 81,238.92 s 93,01

Child
Allages. .. . .| 1,632 22 8§ 11,807 01332 8 336.68 1‘ $ 7.15
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RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR DURATIONS 1 AND 2
(Experience of One Company)

TABLE 32

1963-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES

MaJOR MEDICAL EXPENSE BENEFIT

$730 FIXED DEDUCTIBLE
75 PER CENT COINSURANCE

NO HOSPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUM

RATIO OF AcTuAL TO EXPECTED*

ACTUAL
SEX DuraTioN NUMBER OF

Crazus Claim Average
Frequency Claim
i1 30 35 33
Male....... 12 33 64 82
. 1 41 41 .33
Female. . .. .. {2 45 26 ‘30
. f 71 .40 44
Alladults. . ... | 78 3 ‘58
_ 1 4 .36 1.95
Children. ... .. .. {2 7 % 375

Claim
Cost

.12

.52
.23
.29

17
41

.71
3.72

* Expected based on experience for durations 3 and later.
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TABLI 33

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT—S87350 VARIABLE DEDUCTIBLE
NO HOSPITAL ROOM AND BOARD LIMIT, 75 PER CENT COINSURANCE
NO SURGICAL SCHEDULE MAXIMUM

DURATIONS 3 AND LATER

(Experience of One Company’)

Attained .\um-hex; Number Amount Claim Average Claim
Age of Lives of Paid Frequency | Claim Cost
: Exposed ] Claims i l‘ o
| |
Male
!

15-19 5 | 0 |8 0 { 00000 1S 000 |8 0.00
20-24 290 4] 9,507 L02027 1 1,5384.50 32 .12
25-29 934 SO 16,141 01074 1,614, 10 17.28
30-34 1.334 13 9,382 01124 625,47 703
35-39 1,933 34 14,907 01737 41,09 YLTR
40-44 2,801 3¥ 31,791 02071 | 892 95 18,49
4549 3,183 78 } 70.297 ; 02451 ° 901.24 22,09
3054 3,132 1A 139 536 03648 1 1.387.27 RIEN)]
33-39 3,200 ¢ et | 203,033 ¢ 0514 1,238.02 6331
60-64 3.310 234 330,423 07069 1,412.06 09 83
63-69 2,362 133 207,148 .05972 1,353.91 80.85
70-74 760 29 45,980 03816 1 1 3R5.52 60 .50
75and over, 0 0 0 00000 0.00 0,00
Allages. | 23,479 896 $1,118,237 (03816 | $1,248.03 $ 47.63

Female
15-19 8 1 S 1,773 12500 | 81,773.00 8221.63
20-24. 399 6 2,456 L015304 409.33 6.16
25-20 . 1,373 19 11,867 01384 624.58 8.64
30-34 {,856 35 30,957 01886 884. 49 16.68
35-39 2,418 48 44,726 L01985 931.79 18.50
4044 3,326 107 84,244 03217 787.33 25.33
4549 3,633 138 185,036 03799 1,340 .84 50.93
50-54 . 3,700 151 156,720 04081 1,037.88 42 .36
55-39 4,082 136 321,261 04557 1,727.21 78.70
60-64 1,087 205 282,783 05016 1,379.43 69.19
65-09, 2,330 110 R7,960 L4348 799.69 34,77
T0-74. . 399 19 25,680 .03172 1,351.58 42 .87
75 and over. 0 4] 0 . 00000 0.00 0.00
Allages. .| 28,011 1,025 81,235,469 .03659 | $1,205.34 $ 4411

Child
Allages. ...} 35,712 251 & 288,273 L00703 | S1,148.50 $ 8.07
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TABLE 34

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$750 VARIABLE DEDUCTIBLE
75 PER CENT COINSURANCE
NO HosPITAL ROOM AND BOARD LiMIT
NO SURGICAL SCHEDULE MAXIMUM
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR DURATIONS | AND 2

(Experience of One Company)

RATIO OF ACTUAL T0 EXPECTED*
Acrrar
SEx DuraTion NUMBER OF

Cramvs Claim Average Claim
Frequency Claim Cost
1 127 .62 .80 .50
Male.. {2 125 .76 1.06 81
- 1 198 .89 .69 .61
Female. . . .. {2 158 ‘88 65 58
1 325 .76 .13 .56
Alladults. ... { ! 32 > - -6
. 1 46 .79 .81 .63
Children. {2 46 03 59 55

* Expected based on experience for durations 3 and later.
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TABLE 35

1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT-—81,000 FIXED DEDUCTIBLE
NO HOSPITAL ROOM AND BOARD LIMIT, 73 PER CENT COINSURANCE
N0 SURGICAL SCHEDULE MAXIMUM
DURATIONS 3 AND LATER

(Experience of Two Companies)

_ o l
Attained Nun?ber Num- ‘ Amount Claim ! Average Claim
of Lives | ber of h . ol s I N
Age Exposed | Claims Paid i Frequency Claim | Cost
Xposed aims
|
Male
t [

1519 3 018 0O ] 00000 S 000 [s 0.00
20-24 I 2 &40 102809 424 30 0 12,30
25-29 ‘ C200 1 4,801 0 01379 | 1,128 28 0 15582
30-34 o284 3 307 1 e J 643 40 1133
33 40 o324 ) 3,443 2778 O3 1L b 2606
1044 SN8 11 21,635 ‘ 02165 | 196082 | 42.59
4549, 41 16| 180634 | 02496 ] 1103 Ry 2910
30 34 . H33 16 18,963 1 024431 118331 28 93
5539 ., B33 43 58,033 05029 1134960 0787
60-64. R I NL 1 60 107,981 } 05786 . 1,799.68 ;10413
65-69. R VK 83 141,510 10737 | 1,704.94 183.07
70-74. o 606 61 101,530, 10066 | 1,664 43 167.54
75 and over. ... 598 84 135,260 | 4047 | 1,010.23 226.19
S A B
All ages 6.643 | 394 | 8620,579 ) 05931 | §1,375.07 | $ 93.42

Female
15-19. o 4 0 |8 0 0000018 000 [$ 0.00
20-24 . 148 2 282 01351 14100 1.91
2529, 296 51 1,776 01689 355.20 6.00
30-34.. . 304 8 | 6,304 02632 78800 20.74
35-39 ; 371 11 15,951 02965 | 1 450,09 42,99
104 ‘ 374 17 13,967 02962 821.39 24.33
45-49 . o2 22 26,126 03034 | 1,187 .33 36 04
50-34. 863 27 19,130 03121 | 1,819 63 5680
55-39. RN 64 89,346 03383 | 1,396.03 7514
60-64. . 1,576 o4 124,708 03964 | 1,326.68 79.13
65-69. . ... 11,060 63 80.625 06132 | 1,240 38 76.06
70-74. - $11 52 68,192 06412 | 1,311.38 84.08
75 and over .. 990 | 121 159,933 122221 1,321.76 161.35
All ages. £,913 | 488 | $636,340 05475 | 81,303.98 | $ 71.39

Child
All ages S 4,525 i 28 827,234 ; 00619 S 97264 | S 6.02
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TABLE 36

196870 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$1,000 FIXED DEDUCTIBLE
75 PER CENT COINSURANCE
NO HospiTAL ROOM AND BOARD LiMIT
NO SURGICAL SCHEDULE MAXIMUM
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR DURATIONS 1 AND 2

(Experience of Two Companies)

RATIO 0¥ ACTUAL T0 EXPECTED*
Actrar
SEx DURATION | NUMBER OF |

Cramvs Claim Average Claim
Frequency Claim ! Cost
1 35 .36 .52 .19
Male.. {2 35 35 56 25
- 1 78 .48 48 .23
Vemale. . . ... . {2 38 ‘66 ‘78 ‘51
1 133 .43 .50 21
Alladults... {2 93 56 68 38
- { 16 1.37 1.05 1.43
Children. ... .. .. {2 i1 1.66 45 74

* Expected based on experience for durations 3 and later
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1968-70 EXPERIENCE UNDER INDIVIDUALLY UNDERWRITTEN POLICIES

TABLE 37

MAJOR MEDICAL EXPENSE BENEFIT— 81,000 VARIABLE DEDUCTIBLE
NO HOSPITAL ROOM AND BOARD LIMIT, 75 PER CENT COINSURANCE
NO SURGICAL SCHEDULE MAXIMUM

DURATIONS 3 AND LATER

(Experience of One Company)

|
‘ |
Attained l\un?l?er Num- Amount Claim f Average [ Claim
Age of Lives | ber of Paid Frequency Claim : Cost
Exposed |Claims ;
1
Male
|
15-19. 0 0 } s 0 00000 | & 0.00 18 0.00
20- 24 16 0 0 ~00000 | 0.00 000
23-29 37 0 0 00000 0.0 (.00
30-34 180 3 2,198 01667 | 73267 12.21
35-39. 392 2 3,456 00510 PLV28 0a R.&2
40--44 806 13 12,321 01613 ¢ 047 .77 13.20
45-49 . 1.08% 24 22,797 102206 “ 0949 88 20.03
50-54 1,100 29 28,685 | (26153 ORY . 14 25 K7
35-39. 1,119 n 42,233 02413 1,504 22 RYSE]
60-64. 1,215 7 150,735 03844 2.123.03 124.06
65-69 966 52 71,995 05383 1.384.32 74.53
70-74. . 268 15 20,104 05597 1.340.27 1 73.01
75 and over. .. 0 0 0 00000 0.00 | 0.00
All ages. 7,216 | 236 8354525 03271 1 81.502.22 $ 4913
Female
15-19. 1 0 3 0 00000 | 8 0.00 £ 0.00
20-24. 21 0 0 L00000 0.00 0.00
25-29. 142 2,392 01408 1,296.00 18.23
30-34. 328 7 4,672 (02134 067.43 14,24
35-39. ... 654 14 10,468 L0214 4771 16.01
40-44 .. 1,041 25 25,487 02402 1,019 48 24 48
45-49 . 1,147 37 60,546 103220 1,636.38 52.79
50-51. 1,153 28 59,894 02428 2,139.07 51.95
55-59. 1,115 33 77,825 103139 2,223.57 69. 80
60-64. 1,021 46 175,811 04305 3,821.98 172.19
65-69. 513 11 40,628 L0214 3,693,453 79.20
70-74. ... 11 3 6,236 .02703 2,078.67 56.18
75 and over 0 0 0 . 00000 0.00 0.00
All ages. ... .. 7,247 | 208 464,159 L02870 | 82,231.53 $ 64.05
Child
All ages. . .. 10,786 16 $113,067 00426 | 82,457 .98 3 10.48
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INDIVIDUAL MEDICAL EXPENSE EXPERIENCE 215

general variations in experience when thev are compared with the $300
deductible tables.

In addition to the experience tables, analvses in the form of actual-to-
expected ratios were made for each of the following variables: fixed de-
ductible (Table 39); variable deductible (Table 40); hospital room and
board limit (Table 41); maximum benefit, fixed deductible (Table 42};
maximum benefit, variable deductible (Table 43); and calendar vear of
experience (Table 44).

TABLE 38
1968-70 EXPERIENCE UNDER INDIVIDUALLY

UNDERWRITTEN POLICIES

MAJOR MEDICAL EXPENSE BENEFIT
$750 VARIABLE DEDUCTIBLE
75 PER CENT COINSURANCE

No HospPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUM

RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR DURATIONS 1 AND 2

(Experience of One Company)

RATIO 0OF ACTUAL TO EXPECTED*
AcTraL
SEx DuraTtiON NUMBER OF

Crams Claim Average Claim
Frequency Claim Cost
i 44 77 .68 .53
Male....... : {2 34 76 76 58
- \ 45 .88 .41 .36
Vemale........ {2 33 84 72 160
1 39 .82 .53 .43
Alladults. . ... {2 67 '80 N ‘50
: 1 12 .97 .29 .28
Children........ {2 10 1,03 1.22 1.26

* Expected based on experience for durations 3 and later.

It should be noted that, unless otherwise specified in the table heading,
the analysis of each variable ignored the effects of the other variables.
Variations in experience among companies have probably also affected
the relationships shown in Tables 39-44. Categories were chosen for these
tables which would organize the data into meaningful homogeneous cells
but which would not so divide the data as to introduce a large amount of
statistical fluctuation. However, in interpreting these tables, the effects
of statistical fluctuation must be considered.



TABLE 39

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
75 PER CENT COINSURANCE (ADJUSTED)*
NO HOSPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUM
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
ON POLICIES WITH FIXED DEDUCTIBLES OF
8300, 8750, AnD $1,000

Male. .

Female. .. . ..

Alladults. . ..

Children. .

D EDUCTIBLE

$ 300
750

AcTraL
NUMBER OF
Cramms

133
353
434

169
484
624

302
837
1,108
68

33
55

Ratro or Actval o Expeorent

Claim

Frequency

99
.67
.51

1.15
.72
.56

1.07
.69
.54

1.84
.61
.42

Average
Claim

.98
.03
1.18

.89
1.00
1.09

.93
1.01
1.13

97
.50
.37

——

Claim
| Cost

97
.69
.61

1.02
.12
.61

1.00
.70
.61

1.79
.92
.58

* See footnotes to Table 21.
t Expected based on experience on policies with $300 fixed deductible.
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TABLE 40

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES

MAJOR MEDICAL EXPENSE BENEFIT

75 PER CENT COINSURANCE

NO HOSPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUM

RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
ON POLICIES WITH VARIABLE DEDUCTIBLES OF
$250, 8750, AND 81,000

(Experience of One Company)

Ratio o¥ Actrar 10 EXPECTED*

AcTUAL
Sex DEDUCTIBLE NUMBER OF

Craims Claim Average Claim
Frequency Claim Cost
§ 250 939 1.66 1.16 1.93
Male ... . ... .. .. 750 1,148 .82 1.04 .85
314 .65 1.16 .76
250 1,671 1.58 1.01 1.59
Female....... .. .. 750 1,380 75 .94 .70
286 .56 1.64 .92
250 2,610 1.61 1.06 1.71
Alladults. ... . 750 2,528 .78 .98 iy
600 .61 .93 .56
250 962 2.72 .67 1.81
Children. .. . ... . .. 750 343 .69 1.13 .78
1,000 68 .44 2.39 1.05

* Expected based on experience on policies with $500 variable deductible.
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TABLE 41

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
75 PER CENT COINSURANCE (ADJUSTED)*
$500 FIXED DEDUCTIBLE
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
ON POLICIES WITH HOSPITAL RoOM
AND BOARD LIMITS OF $25 AND $30

RATIO 0F ACTUAL TO EXPECTED
Hosprrar ActuaL
SEX RooM aND NuMBER OF

Boarp LiMit Crarus Claim Average Claim

Frequency Claim Cost

$25 3,364 .67 75 .50

Male.......... { 30 1,275 .61 190 55
: 25 4,227 .76 .79 .60
Female { 30 2,014 75 ‘84 63
s J 25 7,591 (72 7T .55
Alladults. . | 30 3,289 69 86 59
Wi ] 25 1.394 59 93 .55
Children. | 30 506 33 o7 51

* See footnotes to Table 21,
t Expected based on experience on policies with no hospital room and board limit.
Note.—This table is derived {rom experience in durations 3 and later only.

TABLE 42

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$500 FIXED DEDUCTIBLE
NoO HospITAL ROOM AND BOARD LIMIT

75 PER CENT COINSURANCE (ADJUSTED)*
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE

ON POLICIES WITH MAXIMUM BENEFITS OF
$5,000, $7,500, AND $10,000

Ratio oF Actual 10 ExpecTEDt

M | AcCTUAL

SEX B:’:Eﬁr NUMBER OF

’ CLAIMS Claim Average Claim
Frequency Claim Cost
£ 5,000 367 97 .86 .83
Male. ..., .. . . 7,500 1,615 .78 1.10 .86
10,000 7,209 1.07 .99 1.05
5,000 549 1.02 .86 .88
Female. . . = ... 7,500 1,880 .88 1.11 .97
10,000 10,611 1.02 .99 1.01
5,000 916 1.00 .86 .86
Alladults. ... .. .. 7,500 3,495 .83 1.10 .91
10,000 17,820 1.04 .99 1.03
5,000 73 1.07 77 .83
Children. ... .. .. 7,500 546 87 1.06 .92
10,000 784 1.1 1.00 1.11

* See footnotes to Table 21.
t Expected based on experience of all maximum benefits combined.
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The basis of expected experience is shown with each table. Expected
results were calculated using separate factors for each combination of
duration, five-vear attained-age group, and sex. This method will adjust
for variations in distribution of experience by duration, age, and sex
between the actual and the expected basis.

TABLE 43

1968-70 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$500 VARIABLE DEDUCTIBLE
NO HOSPITAL ROOM AND BOARD LIMIT
75 PER CENT COINSURANCE
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE

ON POLICIES WITH MAXIMUM BENEFITS OF

$10,000, $15,000, AND $20,000

(Experience of One Company)

RaTIO OF AcTtUuar TO EXpECTED®

MAXIMUM ActuaL

SEX BENEFIT NUMBER OF

: CramMs Claim Average Claim
Frequency Claim Cost
$10,000 797 .96 .96 .92
Male... ... .. 15,000 420 1.09 1.09 1.19
20,000 115 .97 1.03 1.00
10,000 1,281 .08 .97 .95
Female. , .. 15,000 494 1.00 .95 .95
20,000 163 1.15 1.40 .61
10,000 2,078 .97 .96 .94
Alladults. ... .. .. 15,000 914 1.04 1.02 1.06
20,000 278 1.07 1.24 1.33
10,000 322 .96 .88 .85
Children. .. ... ... 15,000 170 1.06 1.27 1.35
20,000 47 1.09 .84 92

* Expected based on experience of all maximum benefits combined.

In Table 39 the experience for various fixed deductible amounts is
compared. In general, claim costs decrease with increasing deductibles.
For the $750 and $1,000 fixed deductible experience 93 per cent of the
policies, and for the $500 fixed deductible expected basis 76 per cent of the
policies, had maximum benefits of $10,000 or greater. The $300 fixed
deductible experience was all on policies of one company with a §5,000
maximum benefit, and the policies were cancellable.
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Table 40 makes the same comparisons as does Table 35 for the variable
deductibles. All of this experience is contributed by one company (in-
cluding the experience for the expected basis), and all of it is on policies
having a maximum benefit of $10,000 or greater. The average age for the
$250 variable deductible experience was 38.2. This corresponds to an
average age of 48.1 for the 8750 and 350.1 for the $1,000 variable deduct-
ibles.

TABLE 44

196970 EXPERIENCE UNDER INDIVIDUALLY
UNDERWRITTEN POLICIES
MAJOR MEDICAL EXPENSE BENEFIT
$500 FIXED DEDUCTIBLE
75 PER CENT COINSURANCE (ADJUSTED)*
NO HOSPITAL ROOM AND BOARD LIMIT
NO SURGICAL SCHEDULE MAXIMUM
RATIOS OF ACTUAL TO EXPECTED EXPERIENCE
FOR YEARS OF EXPERIENCE 1969 AND 1970

! Ratto oF Actvar oo Exrecrent
YEAR OF Acteal ,
SEX EXPERIENCE NUMBER OF

XPERIENCE CramMs Claim Average / Claim
Frequency Claim i Cost
Male. . J1969 3,317 1.10 1.02 1.12
11970 2,662 1.87 .9 1.84
Female. .. 1969 4,620 1.04 1.06 .11
1970 3,564 1.76 1.05 1.84
All adults. . 1969 7,937 1.07 1.04 1.11
1970 6,226 1.80 1.02 1.84
Children. I1969 497 1.18 1.03 1.22
1970 484 2.05 RY] 2.00

* See footnotes to Table 21.
t Expected based on experience in calendar year 1968,

Table 41 compares experience on policies with different hospital room
and board limits. Increasing the limit from $25 to $30 has a small down-
ward effect on the claim frequencies of about 1-10 per cent, while average
claim size increases 6-20 per cent for adults. As in the previous study,
claim frequencies appear to be considerably lower on policies containing
hospital room and board limits than on policies with no such limit.
Average claim sizes on policies with an inside limit for hospital room and
board also appear to be significantly lower than on policies with no limit,
in contrast to the results of the previous study. These effects are expected,
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since it is more difficult to reach the deductible with the limit present, and
the limit tends to reduce the average claim size, since not all the hospital
charges would be eligible expenses.

Table 42 compares experience on policies with different maximum
benefits and a $500 fixed deductible. Average claims for the $7,500
maximum benefit are considerably higher than those for the $5,000
maximum benefit. The results for the $10,000 maximum do not appear
to be consistent with the other maximums; this was also the case in the
previous study. It should be noted that all the data for the $10,000
maximum were contributed by one company, and that company’s policy
forms specify a two-year benefit period which cannot be renewed by re-
peated satisfaction of the deductible unless a six-month period elapses
in which the covered person incurs no expenses in connection with the
disability that caused the original claim. One would not normally expect
claim frequency to be affected by the maximum benefit. The results
shown in Table 42 with respect to claim frequency probably result from
variations in company experience or statistical fluctuation. The average
adult age for policies with a $10,000 maximum was 55.1, as compared
with 47.1 for the $7,500 maximum and 50.9 for the $5,000 maximum
benefit, and this would also be expected to influence the relative claim
frequency.

In Table 43 maximum benefits are compared for policies with a §500
variable deductible. This is, again, the experience of one company.

Experience during calendar years 1969 and 1970 on policies with a $500
fixed deductible, no hospital room and board limit, and no surgical
schedule maximum is compared in Table 44 with experience on the same
policies during 1968. Adult claim costs in 1970 average 84 per cent higher
than 1968 levels. Claim costs increased slightly in 1969. This large in-
crease in claim costs results from a dramatic increase in claim frequency
during 1970 to about 180 per cent of the 1968 level for adults. Again, the
claim frequency ratios for 1969 show a slight increase over those for 1968,
For children, claim frequency and claim cost have both doubled in 1970
over 1968 levels, while average claim size has remained relatively stable.



