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MONDAY, MAY 10, 1065

. U.S. Senarte,
o _ oo C‘ouummfox FinaNoe,
o L Waahmgton, DO’
The eommlt,tee met, pursuant to reoess, at 10 a.m. in room 29221, New
Senate Office Building, Senator Clinton P: Anderson presidin :
Present : Sénators Anderson, Douglas, Talmadge, Ribicoff, 1lhams,
Bennett, and Curtis. ‘
ge resent : Senator McClellan of Arkansas.
Ehza th B. Springer, chief clerk.
Senator ANDERSON, . The committee will be in order.
Our first witness this morning is C. Manton Eddy- representmg the
Americen Llfe Convenuon and other orgamzatlons. Mr. Eddy.

STATEMENT OF MANTON EDDY, AMERICAN LIFE OONVERTIOR,
HEALTH INSURANCE A.SSOOIATION OF AMERIGA, AND LIFE
INSURERS CONFERENCE

Mr. Eppy.. Thank ou, Mr. Chairman. . -

Mr. Chairman and members of the committee, I am very eonselous
of the strict time limit which has been forced upon the comniittee in
these hearings. I have ‘purposely condensed my statement to one that.
would not exceed 15 minutes, and with your permission, Mr. Chair-
man, thouigh, I would like to asl the privilege, if it appeared desirable,
to file at a later date within the proper time limits extended or supple.
mentary testimony. . .

Senator ANDERSON. Wxthout objection- t.het 'will be done. -

( The fol!owmg was later received for t.he record :)

Sumxumu s'wrmnm' Rs Swrrox 803 or HR 6675

On May 10, 1965, Mr. Manton Eddy preeented a statement on H.R. 6675 on.
behalf of the American ‘Life Convention, the Health Insurance  Association of
America, the Life Insurance Assoclation of America; and-the: Life - Insurers
Conference. That statement contained, on pages ¢ and- ’(, a'brief outline of the
reasons for deletion of section 803 from H.R. 6675, It-is the purpose of this:
supplemental statement to provide-the éommittee with'additional information
showing the necessity for such deletion, information which was not contained:in.
Mr. Eddy’s statement by reason of the 15-minute time limitation thereon. -

Protection against loss of income because of disabllity is the oldest type- of
coverage in the health insurance fleld. This coverage has been written by insar-
ance companies for over.70. years and, at the end. of 1963, almost 85 of 69
miilion wage earners had this protection: - In addition, another 12 million workers-
were protected by other formal arrangements such as paid sick leave plans:
of Federal, State, and local governments, private industry and union plans, and
plans of employee mutual benefit ‘associations. Thers:are also  countless in-
formal plans whlch provlde for waz,e contlnnation In 1984, over $1 billion

e i S ' {



538 SOCIAL SECURITY

in loss of income benefits were paid to insureds by insurance companies.: The
amount of wage continuation benefits pald under the other formal and informal
arrangements, noted above, 18 not included in this figure.

The first reason for deletion of section 803 was described as follows in Mr,
Eddy’s statement:

“Sectlon 8038 would change the concept of the disability program from one
of early retirement for reagons of: permanent-andtofal disability to that of a
temporary disability program. - Under the am‘ehdment the Government would
invade both the temporary aad the long-term nonoccupational disability insur-
ance flelds. This would create broad-scalé disruption, and either termination of
private policies or serious averlap of benefits. There is no justification for further
Government intrusion into the ‘disability fleld sin¢é private insurance companies
are providing broad coverage at reasonable premiums. The net result would
be further to hatlonalize insurance in an area that is being responsibly and
eficiently underwritten by insurance ¢ompanies.”

It should be recogunized that the section 803 change in “definition,” as it is
characterizéd in the report of the Ways and Means Committee (p. 13), 18 not
the :type which: mérely clarifies the statutory: description of :a - ‘continuing. con-
cept. On.the contrary, the section 803 redefinition of disabllity is ‘actually a.
major change in the concept itself; i.e., from early retirement by reason of total
and permanent disabllity to a temporary disabllity Insurance prograim. -

The proposal for such a change was not subjected to extensive study ‘and
hearings as was part A of H.R, 6675. Indeed, the hearings of the S8enate Finance
Committee provided the first opportunity for comment by .the insurance busi-
ness upon this long stride toward the total transformation of disability insurance
from the private to the public sector. We belleve it 18 fundamentally wrong to
changé a major portlon of the Social Security Act in a substantial way on' the
basis of a -hearing held on a totally unrelated proposal. L

Perhaps it was this lack of opportunity for analysis and discussion which led
to the misconceptions underlying House approval of section . For example:

1. The report of the Ways and Means Committeé on H.R, 6675 states, on page
88, that when the Congress added disability benéfits to the Soclal Security Act in
1956, it enacted “protection against 10ss of earnings resulting from extended total
disability * * *.” Thisis erroneous. Both the statute and its legislativé history
make it clear that the 1956 amendment provided benefits only if the disability -
would result in death or would be of long-continued' and indefinite duration.
The difference between “extended” and “indefinite” is the difference between
“temporary” and “permanent.” : . .. . TR N

The health insurance business appeared before your committee in 1956 when
the Congress was considering the addition of cash disability benéfits to the
OASDI systém. At that time it was frequently said by the proponents of such
addition that even though the insurance business appeared to be making rapld
strides in developing disability coverages, it did not seem that there was sufficient
long-term disabllity coverage then available or written by insurance companies;
therefore, Government should provide this type of benefit through the' OASDI
system. Those proponents clearly disavowed any intent or need for.the Govern-
ment to provide short-term disability benefits and contended that the Goyernment
should not go beyond éstablishing a disability program based on the concept of
early retirement for reasons of permanent and total-disability., The currently
proposed section 803 is totally inconsistent with these basie principles thus
enunciated:in 1856, - Furthermore; long term. disability benefit policies are now
widely avallable in a.variety of plans designed to accommodate the public needs.

. This .entry.of the Government into the temporary disabllity field :would be.
critical for the insurance companies, both with respect to future business and with -
respect to exlsting business. The enactment of section 808 would serlously impair
the: issuance of such temporary.disability coverage by private insurance com-
panfes and would make the Government the exclusive insurer:for this type of
risk., As for existing'coverages,: at-least for:those written on & noncancelable
basis and those whose nonrenewal is ltmited by statute or company. policy, the
combination.of section 803 and the benefits of the.private policies would. resuilt
in innumerable: maximum claims, on both the Government and private insurance
companies. :iBuch combination would sharply increase the scope of overinsurance
and 1ts serlous CONBeQUENCeS i .- - 7 fie oLttt i il g, el g

‘It 18 occasionally heard that -insurance companies should.welcome the:addi-
tion of shortterm disability:beneflts to the OASDI system in that the companies:
conld supplement or bulid upon the:basic compulsory: benefits. :We submit: that:
this 18 not true. The companies would have practically no margin under the

| E
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proposed amendments in twhich to supplément the govérnmental disability bene-
fits. Based on the benefit schedule when the $8,600 wage base becomes effective
in 1071, in the opinion of leading underwriters only those persons earning $8,000
or more per year: could'be insured-if the govemmental benefits' und’ private
benefits aré not to result in overinsurance. - This margin ‘for the companles is
practically nonexistent when the average: annaal income I8 considered.:

‘The "proposed ‘amendinents’ would, therefore, ' duplicate the covéeragés - now
written” by indiiratice’ companies, would' result in' overinsurance enabling
sons to réceivé mote’'income while disabled than when gainfully ‘employed; and
would preempt the temporary dlsablllty lnaurance buslnees to the exclhsion bf
private companiés, -

2. The réport of the Ways and Means committee states further, on page’
88. that “Your committee bélleves that the elimination of the requlrement of
indefinite duration'from the definition of disability  would help'to meet the need
for instirance protéction of ‘that substartially large group of disabled workers
who, though totally disabled for an extended period, can be expected to eventually
recover.!! - This-‘also ‘18 ‘erroneous.’ ‘The" “néed for insurance protection” hgs
been and 18 being met by insurance companies' making available ' wide ¥arlety of
such policiés on both a group and individual basls, and for both longoterm and
short-term -benefits, ‘It should be:specifically noted that this prégram is hot
designed for our aged population which, it'has beén alleged, cannot afford pri-
vate health insurance coverage and, therefore, need assistance in fulfilling their
medical care needs. This program deals with workers under age 65 and, 80
far as we know, it has never been alleged or demonstrated that workers as a
group cannot afford to provide for their insurance needs.  All évidence on this
point appears to be directly contrary.. In short, section 808 is concerned with
income benefits of workers, rather than medical expenses of the aged.

8. The report states, on page 89, that the enactment of section 803 would
simply “bring the soclal security. disablllty program into line with the prevail-
ing practice in private disability insurance.” It 18 precisely for this reason
that we contend that section 803 would put the’ Government into thé temporary
disability'insurance business, - Our national policy 'is not one of favoring Gov-
ernment programs which duplicate private programs. Rather, it 18 one of Gov-
er:tx)xlx:en\;:;:try only lnto those areas where private enterprlse cannot meet a
publie n

4, The report t\urther asserts, on page 89 that “The elimination of the indefinite
duration requirement would also clarify for beneflclaries:their rights under the-
disability program and at the same time simplify administration and help to
speed up the payment of the first benefit check to disabled workers'ih those cases
where a medical determination about the duration of disability is- difficult ‘to
make.” . This, we beueve. underscores a weakness. rather than a strength in the
proposed new program, ° )

Having been in thé business of writlng dlsabiuty coverage tor over 70 years,‘
we have learned that the status of the economy has a direct beartnig on the num-
ber of persons claiming dtsablllty. ‘'We have found that pérsons with physical
impalirments who' become -uriemployed find it is to their economic advantage to
claim’ a 'disability when cash benefits are available rather than: "‘unemployment ‘
(c!omptinsatlon. '.l‘hla dlsborts not’ only the incidence of disabluties. bnt also their

uration, ’

The longer the term of bénefit, the zreater the over;nsurance roblem. Sec-
tion 803 would create lifetime benefits, and the history ot insurance shows' snch
benefits lead to fiscal ‘disaster. Dlsability inkurance is written under a p )
rule that to the greatest:extent possible the etondmic incentive tc remain dﬁ
abled rather than toreturn to active employment shonld be avofded. This is doxle
through establishln% rathei- strlct underwﬂﬁng rhlea and tlme-teeted me ods o :
claim administratio: o

Under a totdl: governmental program, clhinis admm!stration would he' ex- '
tremely- dnm:ult dub ‘to. the highly persénal nature of’¢laims admin trétlbn for
disability.” The Government prograii would not have the benefit of the séund
underwriting practicés devel&ped by the Instrahdé business, which takeo into'¢on:
sideration all types of individuals and eir circumstances. Pressures would"
most certainly develop to a polnt where thé contemplatéd' program could easily .
become a welfare plah’and marginal gro fof emgleoyeeu wonld be éncouraged
to ‘retire from'the labor miarket: and réte nefits’ hmtentﬁ of ‘returning”
to the labor force. THhis ifi turn could havé‘a MMM eftect on'the ﬁna‘nelng of
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The second reason for deletion of section 803 was described as follows in Mr,

Eddy's statement:

“‘Section 803 would make benefit payments retroactlve for the 6th month of
disability. ‘This would cause an overlap of benefit periods between social security
disability benefits and temporary disability benefits written by private insurance
companies, an well as State cash sickness programs.”

The report of the Ways and Means Committee (p. 89) states: “Your com-
mittee is also recommending that entitlement to soclal security disability bene-
fits begin at the end of the sixth month of continuous disability. Under the
walting period requirement in the present law, more than 7 months must pass
after the onsent of disability before the disabled worker can recéive his first
benefit check. By changing the present requirement so that the first month of
entitlement to benefits would be the last month of the waiting period, the first
benefit check would be payable for the sixth full month of disability.”

The foregoing excerpt from the report fails to justify the change for at least
two reasons:

1. It does not recognlze the fact that insurance companies have in force a
substantial amount of disability coverage providing benefits for the first 6
months (26 weeks) of disability. The proposed change would make OASDI
benefit payments retroactive for the sixth month, thereby creating a direct
duplication of benefits for the sixth month.

2. The need for this portion of section 303 is alleged to arise from the 7- or
8-month period which results from the present 6-month waiting period. But the
remedy for this lies not in the use of retroactive benefit payments, but in amend-
ments of the Soclal Security Act and regulations thereunder so as to permit a
month of disability to begin on any day of the month rather than disregarding
partial months as is done now.

The third reason for deletion of section 803 was described as follows in Mr.
Eddy’s statement: :

“Section 303 would create a duplication of payments under State workmen’s
compensation laws in all cases of total disability, temporary as well as permanent,
lasting 6 months or more. It would thus result in many individuals qualifying
for both State statutory benefits and social security disabllity benefits, a com-
bination which would often provide more in tax-free income than the lndlvidual’s
take-home pay while working. The resulting adverse effect upon efforts to re-
habilitate such persons, in our opinion, would be contrary to the best interests
of both the public and the individual.”

In 1949, the Ways and Means Committee wisely took the position that “Pay-
ment of disability benefits under the Federal social security program should not
restrict or interfere with the continued development of adequate workmen’s
compensation programs in the United States” and that “adequate safeguards
should be maintained against unwarranted duplication of the two types of bene-
fits. The total benefits payable under the two programs should not be excessive
in relation to the purpose for which the benefit payments are intended.” House
Report 1800, 81st Congress, 1st session (1949), page 30.

The enasctment of section 808 would violate the above ecriteria. It would re-
move the economic incentive for an injured worker to rehabilitate himself, it
would add unnecessary costs to soclal security for job-connected Injury ang
disease, and it would hamper efforts by the several States to lmpmve their
respective workmen’s compensation programs,

As previously noted, it has been repeatedly demonstrated that dlsabmty tends
to be unduly prolonged when overinsurance exists, particularly if such benefits
are payable as a matter of contractual right. If these benefits approach the
level of what might be earned in active employment—and it should be remem-
bered that we are dealing with tax-free benefits—-the incentive for returning to .
work 18 lost. Likewise, the incentive for a disabled person to become rehabili-
tated is a great deal legs in many cases. The economic incentive to return to
work or to seek rehabilitation, lf _necessary, depends upon the margin between
earnings (after deducting income taxes, union dues, and other expenses of em-

loym" agx,ﬂ;) over the tax-free and expense-free amount of dlsabllity benefits
373 0. . ‘

It is also to be remembered that the persons with whom we are dealing in
this area are not the aged, but persons of all ages under 65. These are the
persons upon whom we depend for our productive capacity as a nation. Thus
it 18 not only the welfare of individuals with which we are concerned, but also
the welfare of the Nation. We belleve that both are best served when disabled
_ Individuals are returned to a productlve role whenever and as soon as possible,
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The Ways and Means Committee has requested (p. 90 of its report of H.R.
6076) that the Social Security Administration conduct a study of the significance
of overlapping benefits under the two programs. We think that this provides
another reason for striking section 803 from the present bill. The study should
be made first. Thereafter it can be determined what, if anything, should be

done legislatively. ) CLe : - .
For these reasons, we urge deletion of section 303 from H.R. 6676.

Mr. Eppy. My name is Manton Eddy. I am senior vice president of
the Connecticut General Life Insurance Co., Bloomfield, Conn,, and
currently president of the Health Insurance Association of America.
Iappear today on behalf of the American Life Convention, the Health
Insurance Association of America, the Life Insurance Asociation of
America, and the Life Insurers Conferénce. The 500 insurance com-
panies in these organizations write over 90 Berc’ent of the health insur
ance issued by insurance companies in the United States. .

As you know, health insurance is madeé available in the United States
by insurance companies, by the various Blue Cross-Blue Shield organi-
aztions, and by other types of plans. In total, these plans provide pro-
tection for more than three-fourths of the entire population and over
half of the population age 65 and over. Of these covered persons, the
insurance companies provide hospital-surgical protection for more of
both the general population and the aged population than all other
forms of insuring or prepayment mechanisms combined. :

The insurance business has always believed that citizens of all ages
should have good medical care whenever it isneeded. Such care should
be available irrespective of the financial resources of the individual.
Both private enterprise and Government assistance are, in our opinion,
necessary to accomplish this objective. Private health insurers are pro-
viding a continually improving financing mechanism to meet the
serious costs of medical care on a risk-sharing basis. We believe that
the Government’s role is properly one of assisting those who cannot
pag their own health costs. , C | :

ver the years we have stated to committees of the Congress our
opposition to the concepts embodied in part A of H.R. 6675. We
continue to feel that such legislation is unnecessary in the light of the
existing magnitude and growth of voluntary health insurance, coupled
with governmental programs for those who do need hel%. -

Last year, a bill passed the Senate providing basic hospital-related
benefits. This bill failed of enactment. This year the President, in his
health message, urged the Congress to enact a hospital insurance pro-
gtraam for the aged to be financed under social security. The President
8 H Cotg - . . ; - ;

Y

¥

Like our existing soclal security cash retirement benefits, this hospital insur-
ance plan will be a basic protection plan. It should cover the heaviest cost ele-
ments.in serious illnesses. In addition, we should encourage private insurance

i v FS

to provide supplementary protectlon. , , S
This committee now has before it a House-passed bill going far be-
ond such basic protection. We welcome this opportunity to appear.
ofore this committee and to present for the first time to the Congress.
our yiews with respect to this bill, o S
H.R. 6676 is an unysually complex bill which combines major meas-.
ures of widely differing kinds. ‘Some of the proposals appear to be.
unobjectionable. However, we are especially concerned about. new
concepts put forward for the first time in certain sections of the bill.:
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“With specific regard to part ‘B, supplementary health insurance
benefits for the aged, there are several reasons why we beliéve part B
is an.gbjectionable and unwise proposal, o
- 1. In- effect, it . would require acceptance of a single supplementary
plan instead of permitting a desirable flexibility and freedom of choice
to peopls over agre 85 to select from the many different kinds of plans
insuring against medical carecosts, © . 0 T
+ 9; Jt-would preempt so much of the field of insurance for persons

“over 65:that it is highly unlikely:that any additional insurance, in-

cluding inburance against catastrophic, high-cost illnesses,voul(’l be
provided by insurance companies. The result is that persons over
age 65 would have substantial expenses that they would have to bear
directly and there would be pressures to enlarge the scope of the Gov-
ernment program with corisequent higher costs and higher taxes,

8. Many persons over age 65 now have insurance that provides
greater benefits than would be provided under part B. In some cases
employers are pa.'ying all or part of the ogfemiums. If part B becomes
effective, it would be necessary to modify such insurance to:avoid
duplication of benefits. The result in many cases would be the discon-
tinuance of this insurance. : S :

4. A questionable concept would be introduced into the financing of
the social insurance program by drawing funds from'individual con-
tributions and l%eneral revenues as well as from'payroll taxes. True
total costs would be obscured, fiscal responsibility would be weakened,
and the possibilities for confusion and misunderstanding would be
greatly increased.

5. Various other aspects of Part B are contrary to the principles
that have been followed in our social security system.” By making the
coverage optional it is like}iy that those who need it least could most
easily acquire it and benefit from the Government subsidy. - Those
who could least afford the additional contribution requirément would
have the greatest difficulty in participating even though they would
be the ones most in need of help. Instead of encoura ‘in%iprivate ini-
tiative and ‘effort, it would inject the Government into the ‘insurance
business. Not only would this be in' direct. competition with private
insurance but the competition would be unfair because of the subsidy
from-lgeneml revenues involved in the Government-provided benefits.

6..Part A of H.R. 6675 is & modification of the Kinf-Anderson bill,
a'proposal which has been subjected to intensive analysis and debate
over a period of time. But part B has not been the subject of public
hearing in the House of Representatives, and it has not urntil now had
the benefit of public analysisand oriticism. . . - -

Heretofore the. OASDI program has dealt primarily with cash

‘benefits. The provisions of the presént bill relating to medical bene-

fits are much more far reaching. Not only dothey involve the expend-
iture of billions of dollars and substantial increases in taxes but they
would influence in important ways how medical practice may develop,

~and the extent and nature of care that would be available.

_ A further serious concern arises becauss controls over medical prac-
tice could develop under a plan whereby Government undertakes’to

pay for medical services. = The steps proposed, once taken, can never be
Pdrt Biealls for much more study ‘and hence should be deleted from

the present bill.

t
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With regard to section 820, taxable wage base inc¢rease, under H.R.
6675 the taxable wage base would be raised from $4,800 to $5,600 on
January 1, 1966, and would then increase to $6,600 on January 1,1971,
We oppose the projected 1971 increase to $6,600. It is our position
that the wage base should not exceed the current average earnings of
full-time workers covered under the system. - This is because it serves
not only as a tax base but also as a dividing line between the Govern-
ment’s res nsibilicg in providing basic protection and the responsi-
bility of the individual and his employer to provide for his security
through the private sector. The 1971 increase to $6,600 violates this
prineiple because it is only an estimate of a future average. There is
ng7 way to be certain that $6,600 will be the average annual wage in

The economic and other factors are too complex and too fluid to pro-
duce a reliable figure now. Increases in the. wage base have never
before been projected in the law. We believe this 18 sound policy and
it should not be abandoned. ' . : : ‘

SEOTION 803: DISABILITY INSURANCE BENEFITS

With regard to section 803, Disability Insurance Benefits, we have
the following comments: L .

1. Section 303 would change the concept of the disabilitx program
from one of early retirement for reasons of permanent and total dis-
ability to that of a temporary disability program. Under the amend-
ment the Government would invade both the temporary and the long-
term_nonoccupational disab_ilitﬁeinsuranc'e fields. This would create
broad-scale disruption, and either termination of private policies or
serious overlap of benefits. There is no justification for further gov-
ernmental intrusion into the disability field since private insurance
companies are providing broad coverage at reasonable premiums,
The net result would be ‘further to nationalize insurance in an area
that is being responsibly and efficiently underwritten by insurance
companies. . . .. . : , e
' 2. Section 802 would make benefit ({)ayments retroactive for the
sixth month of disability, This would cause an overlap of benefit
. periods between social security disability benefits and temporary dis-

ability benefits written by private insurance companies, as well as

Statecash sickness programs, = ::- v oo v o

8. Section 303 would create a du{)Iication' of payments tnder State
workmen’s compensation.laws in all cages of total disability, tem
rary as well as permanent, lasting 6 months or-more. It would thus
result in many individuals qualifying for both State statutory benefits
and social security disability, benefits, a. combination: which: would
often provide more in tax-free income than the individual’s take-home
an while working. ‘The resulting adverse effect upon efforts to reha-

ilitate such persons, in .our'g;l)impp,i would be contrary to the best
interests of both the public and the individual, .. - M

For these reasons, we urge the deletion of section 803. . -
-‘»Reﬁardin‘g -amendments to ‘the Internal Revenue Code, there is
attached tq my statement for the c_ommittee:g gonsideration our recom-
mendations concerning section 106(a) and.section 108(o) of H.R.
6675. Important as we regard such recommendations, limits of time



. - -

544 SOCIAL SECURITY

prevent my reading them at this time, but they are a part of our
st.atement.

Mr. Chairman, in conclusion, I sincerely want to thank the commit.
tee, both. personally and on behalf of the organizations I am repre-
sent.mg, for this opportunity to offer our views concerning this most

rtant piece of legislation, H.R. 6678.
The attachment referred to follows:)

Au:npnnm 70 THE INTERNAL REVERUE Cobnk

S8ECTION 106(a) OF H.B, 6473-—S8PECIAL DEDUCTION FOR ONE-HALY OF PREMIUMS FOR
MEDICAL CARE INBURANCE

Section 108(a) of H.R. 6675 provides that séction 218(a) of the Internal Reve-
nue Code of 1954 shall be amended 8o as to provide the following deduction:

*“(2) an amount (not in excess of $250) equal to one-half of the expenses pald
during the taxable year for insurance which constitutes medical care for the
taxpayer, his spouse, and dependents.” -

This special deduction 18 available to all taxpayers who ltem;ze their deductions,
In addition, it 18 not subject to the 8-percent limitation on the deduction of other
medical care expenses..

The report of the Committee on Ways and Means atates that the purpose of
this special deduction for medical insurance premiums is “to encourage the pur-
chase of hospital insurance by all taxpayers.” This is a clear recognition by the
Ways and Means Committee and the House of Representatives as to the im-
portance of private health insurance for all persons. We belleve it is right and
proper for the Congress to encourage all taxpayers to provide their own medical
care protection by the granting of a special deduction for the premiums paid for
medical insurance.

Unfortunately, after recognising the need for providing a deductton for medical
insurance, the House limited this medical insurance deduction to only 50 percent
of the insurance premiums paid, but not to exceed $250. We can find no sound
basis for restricting this deduction. Clearly, this restriction limits the amount
of “encouragement” a taxpayer is provided. Private medical insurance is of
suficient importance to the economy and the whole country that it should receive
complete “encouragement” and backing, not merely part or half encouragement.
A full or 100-percent deduction ia provided under the tax laws for such items as
interest payments, taxes, and charitable contributions, Medlcal insurance pay-
ments are certainly as necessary and important as these ftems,

In brief, we can find no logical reason for placing restrictions on the medical
insurance premiums deduction. We believe that a full and complete tax deduc-
tion should be allowed for these payments, Specifically, we recommend that
section 218(a) (2) be amended by deleting both the one-half deduction limitation
gnl(ll the overall umltauon ot $250. This provlslon should be amended to read as

ollows -

“(2) an amount {net in excess of $350) equrl to ene-half of the expenses paid
during the taxable year for insurance which constitutes medical care for the tax-
payer, his spouse, and dependenta.” :

BIOTION 100 ) or H.R. 6675—INSURANCE CONTRAOTS UNDER WHIOR AHOUNTB ARE
PAYABLE FOR OTHEB THAN MEDIOAL OAII

Section 1068(c) of H.R. 6678 provides that sectlon 218 (e) ot the Internal Reve—
nue Code of 1954 shall be amended to read, in part, ais follows: '

“(2) In the case of an insurance contrnct under which amounts are payable
for %thef)than medical care referred to in subparagraph (A) and (B) of para-
grap! -—

s(A no amount shall be treated as pald for fnsurance to which paragraph
t(‘}) (0)t agxg’lles unless the charge for such insurance 19 separately stated in

e contra

“{B) .the amount taken into account as the amount paid for such lnsurance
shall not exceed such charge, and

“(0) no amount shall be treated as paid for such'insurance if the amount
specified in the contract as the charge for such insurance is unreaaonably
large in relation to the total charges under the contract.” = . -

The purpose of new section 218(e) (2) is to specifically limit the deductible
portion of premiums pald on multipurpose health and accident policies to the
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actual cost of providing iuaurince protection against medical care expenses (as
defined In new section 218(3) (1)). N . .

A problem arises with respect to the requirement that the charge for medical
care insurance must be “separately stated in the contract.” There are many
hundreds of thousands of existing contracts which do not contain a separate
charge for mesiical care expenses. In order to comply with the requirement of
section 218(e) (2), it will be necessary for insurance companies to amend these
numerous existing policles. This type of amendment will usually require a
change in the policy form which, in turn, requires the approval of the various
State insurance departments. The processing of these policy changes can be both
time consuming and costly to the insurance companies. L

The obvious purpose of the requirement that the medical care expense charge
be stated in the contract is to furnish the policyholder with the information as
to the amount of his deductible item. This same iaformation could be provided
Just as well in a statement furnished the pollcyholder by the company. In
many instances, it would be more convenient and cheaper for the insurance
company to furnish.the information in a separate statement. . P

Accordingly, it is requested that section 218(e)(2) be amernded to provide
an alternative method of furnishing the medical care expense charge to the pol-
leyholder. This might be accomplished by amending section 218(e) (2) in the
following manner: . - ‘ ‘ . .

"(231. In the case of an insurance contract under which amounts are payable
for oﬁ (elr)than medical care referred to In subparagraphs (A) and (B) of para-
grap! —_— } . o - _

“(A) no amount shall bé treated as pald for insurance to which paragraph
(1) (0) applies unless the charge for such insurance’ {s efther separately
atated in the contract, or furnished to the polioyholder by the insurance oom-
pany in g separate statemend, ) v :

“(B) the amount taken into account as the amount paid for such insur-
ance shall hot exceed such charge, and » ,

*(0) no amount shall be treated as paid for such insurance if the amount
specified in the contract (or furnished to the policyholder dy the insurance
ocompany in & separate statement) as the charge for such insurance is un-
reast‘)m]bly large in relation to the total charges under the contract.” Italle
supplied.

SKOTTON 106(C) OF H.R., 6678—DENIAL OF DEDUCTION FOR LOSS OF INOOME
. , INSURANCE ‘

H.R. 6875 should be amended to allow a deduction for the cost of insurance al-
locable to indemnity ‘for loss of income: The soclal policy underlying the de-
duction for the cost of insurance allocable to medical care expenses applies with
equal force In the case of cost of insurance allocable to income continuation
payments, which not only provide protection (though in most cases only partial
replacement of income) for the insured and his dependents during a period of
disablility, but enable the insured to meet those extraordinary expenses of illness
which are not precigely characterised as medical expenses. Family providers

should beencouraged to cbtain this type of insurance. =~ .
Senator AnpersoN. Thank you, Mr. Eddy. This is a very .inter-
sting paper. You have done it in & good, short fashion which:we
all appreciate. T T N AT
Under section 303, you speak of this change as undesirable, and it
may be. - But the present provision says “an event which can be ex-
pected to result in death.” Isn’t that a strict burden to.put on a doctor
to say that it is to result in deatht - e
- Mr. Eppy. I thought, Mr, Chairman, it was long and unpredictable.
Senator ANDERSON. 1 was coming to that, in terms of which can be
?ixpe%yed_pq:msult in death or to be of long, continued, indefinite
uration. . . . .. . o
Would it help any—I am not trying to suggest. this as your lan.
guage—but would it help any if we confine it to'a provision that would
not permit anybody to receive more than 80 percent of what his aver-

R R A
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age wage had been, to keep from having the double benefits which you
are mpntionin and others have talked about? - - . o

“Mr, Eppy. The prevention of double benefits is most important.
But there is another point of principle, Senator Anderson, on which
we are making our case, and that is hopefully not to have the Govern-
ment intrude further into our insurance business, .

. The definition of “permanent” is a very strict one, but on the basis
on which. the legislation was first passed, I think the .record shows
that the intent of the Congress was to make provision as an extension
of the old-agé benefits program, an extension of a provision for those
.who were faced with, one mi ht say, early retirement because of a
future continuing disa’bllit.y.» riginally, there was even the age of 50
as & limitation placed upon it. o oo

. We do feel that we in insurance have made available to the public
a ef:n('l‘: product at fair prices and that we are able to supply to public
B ¢ . . 1 . L. .

I am conscious of the fact that there are many cases where individ-
uals do not qualify under the definition of permanent disability that

resiilt in strong letters of protest to Members of Con

But I would also submit to you, sir, that, the disability field is one
in which, whenever an individual is turned down, there is a protest.
-.We in private insurance find that in-our claim processes, and I do
not think it is possible to write a disability program that will not result
in ‘complaints, Perhaps, in"shortening the term you might be en-
couraging, not intentionaily encouraging, but end in finding that there
would be more complaints than Co‘ngress is receiving now,
‘Senator ANDERSON. On your part B comments, you mention the fact
that this puts the Government into the insurance business. I do not
lmow how many people would take the plan, but apparently the House
felt that a great mangy would, I do not know how manly workers
would, but supposing 50 million workers would take the plan, which
is certainly a large number. At $72 a year, that would be & premium
income, as I: figure, of $3,600 million a year. How many existing
American insurance ¢ompanies have that much premium incomef
Mr, Eopy. Trusting my memory, I would doubt that any have. But
you rather frighten me, Senator Anderson. .You have projected : 50
million pec F]e. ~ Either you are far in thé future or you are dropping
theage limit of 65, becauge I think we have only, as I understand it,
19 million eligible who are now 65 or over. o
~'Senator ANpehrsoN. I realizé that, but take 20 million, that'is $1
billion a-year income. There are very few ‘companies which have
that lazﬁe an income; isn't that right? R
Mr. Eoby. Very few ¢ompanies have ‘that; very few companies
have that much income. L
~ Senator Anpersow. I thiftk probably the Metropolitan and maybe
the Prudential. , A R
“Mr. Eppy. My own company has a.p;fro;im&tely,‘ in all forms of
personal insurance, life and pension as well ag health, we have approxi-
mately half a billion, and 1 beliéve on‘the basis of premium income
we are considered to be in the first 10 in size. 'We do not consider our-
selves & large company, but we aré in'that first 10. = . »
" Senator ANpERsoN. Well, I am only trying to get you to say whether
or not you feel it is a pretty substantial insurance undertaking for the
Government to be in. \ |

\

‘
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Mr. Eopy. Senator, I heartily agree with you, it is a serious and
tremendous undertakinf. - L

Senator ANprersoN. I say it only because I do feel it is going to
take some hearings certainly on this one phase of it, and some very
expert testimony by somei what I would regard a8, very expert insur-
ance people as to the problem of launching an insurance company with
a $1 billion a year income, premium income, without a great deal of
preliminary planning. : ' : .

Do you regard that there is enm‘x)%h time in the bill for that sort
of plan, or would you extend the period of it ¥ ~ .

r. Eopy. I would certainly extend the period for hearings. . I
would trust that wo are speaking of not enacting the legislation with
a delayed effect. We are discussing & postponement of the legisla-
tion so that all the factors can be considered in these hearings.

Senator AnpersoN. The other day we had testimony liy Blue Shield
and Blue Cross, and the impression was left with me—1 1o not know
about any others—that they might be & logical person to handle or
insure this, and I thought at the time that it was & pretty fair-sized
hunk of premium income to just hand a company without lpreliminm'y
negotiation. I do not know how much the Secretary would negotiate,
but there is a provision in here about a private plan. I do not know
whether it would involve private companies in the ordinary sense
or whether it was just to be done by Blue Shield, something of that
nature. Co

As an insurance man, would you recommend a very searching in-
quiry into a question as to who would carry that load ¢ '

Mr. Eopy. I certainly would. : o :

Senator ANpERsON. It strikes me that would be the thing to do.
It looks like an awfully large company to start out afresh. I did
not mean to get into a lot of questions of you, but it did strike me as
a prety large pro%mm. Your company started with a small premium
income; did it not¥: o IR o

Mr. Eoby. Tt certainly did. - We are celebrating our 100th birthds
this year, The premium we started with was hard to find in 1868.
But I will say, Senator, when I joined the staff—it wasn’t called staff
in-those days-—when I became the so-called office boy in 1922, our
total acoumulated assets ‘were $42 million, and we' were quite proud’
of that at that time. But our premium income was only a few million”
dollars. And that was after———- - - - "¢ T o

Senator ANDERsON. $2million? Lo
.. Mr. Eppy.- A féw million. <My memory isn’t that good, but I know
it was not too much, and that was after over 80 years of existence,

Senator ANDERSON. Senator Bennett. B S L A

~Senator BenNerT. I-have no.questions. I want to:join the:chair-
man'in thanking Mr. Eddy for bringing us-this very well reasoned’
presentation of the problems from the point of view.of the.insurance
agency, whose field is being invaded. I am glad it is a reasoned
presentation'rather than an emotionalone, .0 . .. . . .0

Mr, Eopy. Thank.you. : ; S

_Sena_tqrAungxqui SenatorCurtis, . . ..., . . i oo.p

Senator 8. Mr. Eddy, while part A fpnts the Government into
the insurance business, it is an extension of the CASDI into a more
or lessnew fleld, isthatrightt -~ - ~& - oo Te

ok

!
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Mr. Eppy. Yes,sir. E
Senator Curtis. Part B clearly starts a new Government insurance
program,doesit not ? : '
. Mr, Eppy. Yes,sir. : ~ . »

Senator Curtis. And according to the way you read the bill, who
will run this insurance? R o
- Mr. Eppy. Well, I really do not know, sir. There might be some
;peculation, but I would think in the last analysis it is going to be

[E . . . ! - \
Senator Curtis. I would think so, plus the Congress. It will be a.
litical insurance company, and we start right out with the Federal

overnment paying half of the premium for everybody, for every
enrollee regardless of his financial circumstances, isn’t that correct

Mr. Eppy. Yes,sir. - ~ e

Senator CurTis. I do not want to take too much time on that, but it
will have a considerable impact upon private insurance relating to

people over 85, will itnot? - .
. Eppy. I mighteven call it a devastating impact.
Senator Curtis. Yes. o )
Mr. Eppy. It practically moves us out of the over-65 market with
respect to any of our private insurance companies. . \
ator 8. We have heard a great deal of talk in this count
about the Government competition with private enterprise. Well
here, with 6ne stroke, the vast Government insurance ventures under-
taken at a premium rate that is dpx'obably drawn out of the air, I
don't know where they got it, and the Government is going to sub-
sidize half of everybody’s premium. '
" Mr.Eppy. Yes,sir, L R
. Senator Curtis. And you think that the individual who wants to
turn to private enterprise to purchase his insurance if he is past 65,
if this is enacted, and once it gets in motion for a while, his oa)portnm-
ties to buy are going to be very much reduced, is that rightt - :
‘Mr. Eppy. Very much reduced. Afterall,sir,if one can buy a prod-
uctat 50 cents on thedollar,heusuallydoes. -~ . e
_ Senator Curtis.. Well now, without asking you for too much detail,
just what progress has been made by private insurance companies in
1mprpv1nl§ hospital and medical insurance for people over 65%  What
pr;gréss as been made in the last 2 years? . e
r. Eppy. If I may refertoanoteI have——
Senator Curtis. Surely. R .
Mr. Eopx. Actually, sir, it is testimony from an insurance witness
last August before this committee. May I read it because it says
better than I could ad lib it : R
We have estimated that 60 percent of the noninstitutionalized aged population
were.covered by some form of voluntary health insurdnce at the end of 1962. : .
Then another sentence: .~~~ -~~~ - o0 0
These studies, when related to earlier studies, reveal that the 'pmﬁér‘ 32
&egpt}; %ﬁ dﬁgiggg t%v;;eglth health insurance protection has ab?nt tripled dur-
That, sir, is the number of people if we speak of a;'pbt{i(m of the
aged population,” = - = ' ’ - B

pe':l‘l;g ‘proportion of the older population covered bas doubled during the same
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Senator CurTis. Has that been because of added efforts on the part
¢f)f t,heg insurance companies to meet this need that has come to the fore-

ront S o } ‘

Mr. Eopy. Very definitely so. The insurance business has felt a
challenge and a responsibility. It isa field that is admittedly difficult
to do good work in, but the private companies have expanded their
offerings, State 65 programs have come into being, and all in all I
think the net result has been to provide an attractive line of products
for people with the ability to pay.. We must say with the ability to pay.
There is no possibility for private insurance to provide benefits to
people without the ability to pay because we would have to draw on
resources of others, and that 1s not ible within 6ur business,

Senator Curtis. And in line with that, it is also impossible for either.
the Government or the private insurance industry to-determine what
the costs of medical care are going tobe; isn’t that right? - :

Mr. Eopy. I think it is very difficult; one of the greatest problems,
sir, is that the costs are not static costs, We all know that the costs
of health care, particularly of hospital care, have shown an annual
increase. I believe the record is 7 percent per .year over the past
decade. Many actuaries in protecting the immediate future, provide
for a 5-percent per year increase. Chairman Mills, of the Wa’ys and
Means Committes, 1 think, was very careful in putbmﬁlin the proviso
that the $6 cost, shared equally by Government and individual, would
be reevaluated every 2 years, so that it would be certain that the Gov-
ernment would not be paying more than half the costs. .o

With any sensible projection into' the future, it is obvious that $3
will not stay in being for very long. The Congress will have to legis-
late or it will have fo be determined that a higher dollar figure will
havetobeused. . - e R :

Senator Curtis. In reference to hospital costs, Senator Saltonstall
read into our record here the other day a study made in New York
under some group under the direction of the Governor that indicated-
the time may be fast:approaching when the cost of a hospital bed
would be $100 & day, in thatarea.: —: ... . - R

But what I am trying to point out is: that is a different problem
than-'who provides the protection forit,isn’titt - -

Mr. Eopy. Yes,sir. = I P

Senator Curtis. Now this bill would iridicate, it is not too clear in
many . respects, that outside carriers or Blue Cross, Blue Shield,:or
someone, would be.contracted with to administer it. That is particu-
larly trueé of part B;isitnot? - - S LU e

. ,r."EDbYuers,SIr.‘74“3%« T ARt e RSN

Senator Curtis. Has private insurance had any,.experience in that§:
- Mr, Eppx. One:of our companies, the Aetna': i‘fe,‘ is:the'lead: com-
Ka'niy. for insuring the inidemnity program under the Federdl employees.

ealth benefits and has, I think, perhaps a quarter of that coverage.
That is on an insurancé risk-sharing basig—— -~ - -« . . = "

Senator Cyrris, Yes, _ L A S PR DR S

Mr, Eppy. But, on the basis of being.an administrative operation,
not sharing risk, but merela)bein‘ a pipeline through which the Gov-.
ernment money flows out to the beneficiaries; the military medicare
programisacasein point. ..« o7 oo T TS

‘ Se'n’ator Corris. ' You are speaking now of the families of service:
mel‘l s 'iv_ [ R : . ; : ey s, g Gl PEREEE S I P B L
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Mr. Eopy. Yes;. fa.milies,hde ndents, of servicemen, and thsat is
divided, I believe, between the Blue Cross Association and a very fine
company, the Mutual of Omaha which, I think, is one of the fine
representative companies of your good State, sir.
nator Curtis. How long has that gone onf It has been several

years, hasn't it # ) c

Mr. Eppy. It has been several years. I think it is longer than §:
yeamo e . ) i
. Senator Curris. In general, what are they called on to do# They
just administer benefits. They do not collect any premiums. :

Mr. Eppy. They donot collect premiums. They administer benefits,
and it is & very close parallel to what presumably an insurance com-
pany or a carrier would be expected to do under part B.

Senator Cortis. They administer benefits and process claims.

Mr. Eppy. Thatisright, sir. - - ‘

Senator Curtis. And then pay benefits.

Mr. Eppy. Thatisright, sir. S ‘

Senator Cortis. And then are reimbursed. - o :

Mr. Eppy. They are reimbursed by the Department of Defense.

-Senator Curtis. What has been the experience of private insurance

- in this field of servicemen’s families ¢

Mr. Epopby, Ithink— -~ = : :

Senator Curtis. From the standpoint of costs to the system and
efficiency, and so on, and how does it compare with the Blue Cross, Blue
Shield Eart of the operationt |

Mr. Eppy. Well, perhaps I could best answer your question by say-
ing that the 1064 report of the dependents’ medical care program
showed that the administrative costs per claim of the two hospital
contractors were $2.31 by the Blue Cross Association, and $1.26 by
Mutual of Omaha. : : e

Senator Curtis. Did they both have a sufficient portion of it that it
would be a fair comparison : '

" Mr. Eopy.. Well, as I recall, the Mutual of Omaha’s share is about,
is only, 13 States, perhaps a third of the total, so I would answer,
“Yes,” toyourquestion, : - - .

- Senator CurTis. As an insurance man do you have any reason as to-
why one costs less than the other ¢ T

-Mr. Eopy. Well, I have always felt, sir, that the profitmaking sys-
tem has a greater challenge to perform than the nonprofit system.: -

Sénator Corris. Will you give those figuresagain, a dollar what#

Mr. Eopy. $1.26 per claim administrative costs by Mutual of Omaha,
and $2.81 per claim by the Blue Cross Association. That is in the
1964 report of the dependénts’ medical care program, -+ * i .

-‘Senator Curris, And-while there is an. assngnment.wh_lch is limited
geographically, 80.far as-you know, they weré both administering: the
same benefit program$ <. - ..o o o o E T

Mr. Eopy. It is identical, the benefits are identical. It is just a

different geographical area,

Senator Curtis. Yes. - Has service outside of the continental United
States been a factor in making a difference’in the costs?
"Mr.Epopy. I'amnotawareof that,sir. - - . o o
‘Senator Curris. Well, one other question. . I am intereseted in your
comments on the amendnients to the:Internal Revenue Code, and that
will have to have some further attention, but may I ask you this:Are

)
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those technical in nature or do you advocate some basic change in
the tax structuref S . o

‘Mr. Eppy. Perhaps one is technical and two might be considered
philosophical. The technical one relates to the provision that pre-
miums for medical care are deductible, provided that th?iv are sepa-
rately stated in the insurance contract. Because of our difficulty in
amendiqé contracts and the re%uirement of going through State sus).er-
visory officials for approval, which is a gargantuan task, we would like
to see the language permit the statement of separate premiums to be,
in' what one. mlg t call a separate statement of fact rather than in
the contract itself. S -

Another one, which I say may be philoso;l)hical, is that it is proposed
that there be a special deduction for.one-half of premiums for medical
care insurance, Wae feel that the principle is right or wrong—and we
feel it is right, and we say it should beall. S .

The last is & recommendation that the tax deduction for premiums,
medical premiums, be extended to cover those for loss of income because
so frequently the insurance premiums paid for loss’of income are
really important during a period of illness, and while they do not go
directly toward the payment of a hospital or a medical bill, the
could well be a major part in supplying the reimbursement of su
axpenses. . D . <, T P . ot

enator Curtis, There was a witness hete the other day who pointed
out that by raising the wage base to $6,600, and lowering the rate, what
the House bill really was doing was lowering the social security tax
at & tirne—for more than one-half of the workers—when substantial
benefit increases were being voted. Your comment does not go into
that problem, . - ... . — . - o T
Mr. Eppby. No, it does not

.

. Eo into that. Again, my comments, our
comment,ig:more & phil Ip ical one.. “We do not say that the wage
base should not increase. - It has in¢reased in the past. We have not,
I think, as 8 matter of principle, opposed it in & point of time. : -

- We do’ tliink it is wrong in principle for the Congress to legislate
in advance of what a future wage base willbe, - .~ =+ .~ .«

-Sénator Curms. That is all'the timé'I will take, Mr, Chairman,

Senator ANDERsON, -You made some remarks about health insurance
for the aged people. We have some figures, and I wish-you would
check them with your group; and if you ﬁl}disomethinﬁ different, we
would like to have it. - Ours show over'8 million aged have no health
insurance at all, about half the aged with co‘m‘m&lrcml insurance poli-
cles ‘covering hospital ‘care,'have ‘policies providing less than $10 &
day for room: costs, and very little coverage for other purposes; only
about 1 in 20 have health insurance protection that covers about 40
percent of medical costs in theirlifetime, =~ =~ v et 00
- I'am not 4s:interested as the Senator from' Nebraska about this
question of the invasion 'bme ‘Government irito ‘this'new insurance
company. -1 will worry about that when the time coimes, but I ‘am
worried abot its actuarial'soundness, and one ‘of the things I miissed
in the testimony of the Department of Health, Education ‘and ‘Wel-
fare was some reason to show why theré was the $68 & month premium.
Do you have any information ‘on that on' the basis of ‘what the haz-
ards are which are'covered? - If so, I would like to héve you sybinit
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ﬂE&m because I do;not think there is any: testimony beforéus which
'8hows’ the reasonableness or unreasonableness of$3a ‘month: ‘from
ithe persori,.and $3: a- month from the Government as B conti‘ibﬁtxon
O o oo it paoblo whesivate mi holdets or poliey-
you & m onxpeop o whowe ieyholdets ‘or iey pur-
hasers; rdther, they..ouglit to know somg:hx y about thg)?ustlcg of
the charge or.the’ mJustxcb of the: charge: : ot: into ‘disability
lnsurance and. we were getting along fine: w1th t o ‘disability : fter
50,.and then somebody:came: along and:eaid to wipe it all- out
'We were, not; havmg any.‘claims, and then the. g.?nd went into the
red which, T think, is very bad for any msurance bompany, and I
youwxllagmethhitm w313 : BRI SRR IO )
. Eppy. Itisnotonlybad, 1t‘1sdlsastrous.m sinli ieils
5, rSenaborvANDnnsém I thinkitican be.: It hasg! hot acthed that
sxtuatlon as ¥et, but part of this:indrease:in the: ‘wage. basa; 1 t,hmk
is, or. ar;io on;,a pértial;covérage of some:of these: charges; '
ofild sppréciate :from: youzor any :ether:insurgnce ﬁrm
18 a: :study’ of what this 6.2 month mean 8 :against:4: million; policy-
olders, and the'hazaids. that greicovered by it:i:As you:and I khow
there ig the: temptation every. 2 'years td:.change thé social sbeurity
law: a/little, bxbmanﬂfMeqpe ‘might say why..doesn't :the! whdle:$6
come froni the Federal Government instead of the $3; 1f it 1s msqﬂi
clentyou wouldhav'etostartcharﬁ gagain, rigriit sy
. L would like to know the:soundness. of the;program. - I nally
519 not ‘thmk we have very-much data as:to. how /it woiuld -be admin-
s::because—Senator, Curtis got the. same -impression: I/ did—
this’ ml b be turned over, te Blue Cross or Blue Shield: or.soeother
g;gamz ion, and that mlght not bé the best place’to' pub ity !I}: dq{ }not
OW,, R TR TR e p,‘s ST ' S Gl JE Ty R AT .
. .EDD¥> Senator. I Wmlld llke Ao thlnk that X know 'alobof
answers; byt you: have’ asked such; a: wide range.of. % estions; would. X
be permitted.to gecure from the reporter what you have just said.and
then to file w thjs committee. the evidence we have andithe, studxes
wecaxi rovidefogivey our,viewson those costst. : .1 <. i, s
Mr., EBSON: Mr, I(an t at js. why I .asked: the questlon,' nob for
thlsm gpmgbut ifyou: wou 01t sometxmelater——-—- R
atom& Eawon. Baonise ongitine & wan workine on sl ‘ﬁe’c}i
NDERSON, . Because onp 8 was. wor ing on a-bill ca
the m ~Anderson bill;» T eubmitted ‘the._material gm it tb1aviye
fo mqpranae .company,. and, they took some time: and. :made
d mtqd Qut; & great many things to me that T had .not
d. th g8/yere ohnnged in. subsequent Ver-
SI%BOf é ¢ 4 % it Meaig o0yl ‘35 Hal €l { i
0 eel it might’ i)e posa;ble to; ﬁnd somethm m the Ho
poesxbly that. ht he wrong, and .we ought' to, ot le
at:it,-an wou.ld likeito, look at it; - P ing: yop
o tha,t. ,naturq wou d be:very:mucly. appre¢1a and
e mntatxon any. other ingurance group or fi mc udmg Mutual
ata,whlghseemstohaygm pu,vry rd:in; the ad:
istration of this Goyernmen rogramy’, : s 10
o Mr, Enpr. nanktﬁu, sir, ,Its&ll do my: bqat to sge that yourfquery
] widely, throughout the:msurance, w0r i e
i mem orm!atlonmfermdtofo ows') X R ’_‘

Tk T
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un -s::i{ L fOoxuwnchmmnmsmuaOo.
G N BTT Hartford Ooml.llayl'l, 1965
Senator Huu F‘. Bm T
-Ohairman, Senate Finanoe Uommtce. AR
':NewﬂmtoOMoBuadmg, : RIS SR
Wﬂh‘M‘MDO S SRR ")x.:, ..fi L St K

-DEAR SEivATOR Bm Dnrlﬂﬁ my appearanbe béfore the Senate !'lnanee Oommlt-
tee on May 10, 1065, Scnator Anderson asked me to provide information as to the
‘actuatia] soundiess of the program called for by part B of H.R, 0675, ‘A& I indl-
‘cated at'ithe time, éstimates'of costs under ‘such p hograxps bvill vary dépexidlng
Jupor. 9. underlying assumptions dpot which thoy gie based.
< A8 shown i the a ched filemorandu, der the assumpt;ons' beueved ‘ap-
: px‘bﬁr;até bma 'of the'Insyrance’ tldﬁé whlch’ mresent. the Initial
ta of part B’are estimated to ba'$7 pér person per month,. It s
expectgd that these costs will increass ‘dp: g ably-in‘future’ pai's and’ We be-
Ueve' Mll #égch $18 per person per month by'the' zath year of the up
Y My commeénts’ webe alno ‘requésted ¢értain’ St!cs on héalth
insurance coverage of people over 65, 'I‘hese comments tolldW ]
'I‘he statistic of “over 8 million aged” with no health’ Insdrancs 15 derived
ng ctéd by the Soclal Security Adiministration. It was baged
updii A' household' lnthl'v!ew survey of a sample of the population over age 65 and
_refers to ‘coyerage as of the end of 19062, While the resuits of such surveys con-
tain._much that is' ofintereet, thoy aresubjéct to > degréd of variation due’ oo
sampling;: respondent: erroy, hnd-the memory factor.- ‘That the Iatter can’be’ :
nificant among the aged may be observed from the results of a somewhat similar
- syrvey conducted by another agency of HEW, The National Oentér for H lth
- Btatistics’ hds fotind, fori‘'éxample, - as much “as 17 ‘percént” underreporting’
Hospitalization: episodes:by the aged intetviewed in ‘such surveys.''If almo
out of every five aged Tlemons did not remember such & tratmatié éxpérience ax &
"hospital épisdde, it 18 lkelyithat. they would *lmfé mmllar diﬂléulty with rebpect
~to:reporting:thé' ownership' of:a-health - insufatice' pollcy.’ This would be -par
-(tllcdl%i-tzy truefwhere the pollcy, 'as’ m'ongn the: ca%é (115 pumhaséd by a son oi'
- daughter, R D S R I RS PN
1, It A8 of additlonai lni:el‘est to tiote that’ tlw “over B ‘:hmlbn" uhinwred u
1n 1962 (included; according to:the:SSA' survey, the tnstitutionalized’ ﬁi‘f‘
three-quarters of a-mfllion) ‘as (well s’ th noniqstl tionalized. '8 xhlt-
lion :also:includes ‘about 2% milllon aged receiving old-age agsistance (and as
such.are eligible for medical care under the vendor payments mgam) as'well
as;an unknown but’ subatantm -‘humbér-‘eligible for assistance uitder thir MAA
- prograit, *:The. latest |sptvey-of . tho ‘Health- Insurarice ‘Asséclation of - Ameit
eajibased* o actual “records  from® ingyrahce’ tompanies : and 'othér l‘asnre;-o
. indlcates that 108 million persons over age 65 were coveréd ' ﬁy ‘domé tom ‘of .
health msurancgh at: tltzg end of lsgg lfell" i)ercenxlnlt of the N‘Y 1
smu erg_were u million . p onalized
nget‘imt time, an eat{mategq 6.8 gL g ?M Among these; gqnld be
"mdéggg nﬁA “0f the 22 millidn then on 1 -age afice ag ‘well &8 th(m;
e B * saat :K

... The - re}i;e tc: to “h ut halt ;mn nfnn1 ’;ﬁldmsgxun , potfelea

cove ‘ ave po esp 0 $10 4 day for »
14 g l'cpndtxcye% 5 the Healfg I%&%nce ‘ABgocla ton of Enqx;(ca
This coversg 8p. o

961—'9 thet,

Smee*that Hmb ni thoysa pé?p er “ha lnam:leid

dei v&rlohs ‘Mtate 65 anyrbgggms?ubd individual’ pl:gl any pé%’c;f ;. hic ognx-
vﬂage (lncludln gé or. maj or en&

: that 't p g ? the ag bdvei'éd by. lnaurq‘n eom-
3 ﬁa eé (B ?sa M * Fn
. {!rd h{fr mﬁ ﬂ éri M fcléﬂ Ly da’ ok fOr,r n.‘ : .q

IH ‘of ddlﬂon ata of the aged
k2081 ha o t‘i‘m eﬁ%w htdh ﬁn dp % % Cororsse
des pol!cg h'$10- ay’ tf 21& IE’iQ
genex:aly acknow e’ add tonal “cov-
erage és"iﬂoi‘e prevklént ampﬁg pé ! wltp pollqleq conﬁun ng lesa e;tenp;ve

. -J._‘ ¥ o« ;’, ETRE et Rr l)f a

A :‘;'«N; ; 1 ‘:_-:u{ ‘l—:'l s
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- Documentation for the comment that the. agéd have “very little coverage for
_othe_:‘.pnrpgs'ee" could.not be'found by the insurance assoclations. The state-
ment is not in agreement with data developed by the Health Insurance Associs-
tion of America. Such data indicate that at least 1.8 million aged petsons had
major medical expense coverage at the end of 1968. ‘The association also found
at that time that 82 percent of the aged covered for hospital expenses had cov-
ganlzse for surgical expenses and that 42 percent had coverage for regular medi-
- W' ‘n'l"‘.;‘A{-‘-'f‘n,\l‘," B D B I S
. Wa are unfamiliar with tho basts:for the statement that “only about 1 in 20
have bealth insurance protection that covers about 40 percent of medical coats
in’ thelr lifetime.” gmgm&. we can make no comment on this statement, it
is of interest.to, note that the'U,N. pational health survey has indicated that
82 pem,of the insured aged discharged from hospitals during 1958-80 had
more thdn half the ‘hosplta} }

. , he hospltal bill pald by thelr. ingurance and.that 59 percent
hadtpreg-qnaxbp;s,ormgrgo thqbﬁqoire;e_g’ N
- May 8in express o .@Wut!on; of the opportunity to appear before the
‘ ee. If W
ST

Committee. ©.can be of additional assistance in these mat-
oW, .. T T LT .'V'i,)'d‘."_‘f:’

ESIDARS ¥ a0 i .
CoaEl -‘Smca'tea‘;l,.:.yuom. Bf.r ot o R T T P Y Vo ey
D N P 1 [ EVEE TR SN SN SRR TP B Eé).-.wnfmrv

[SEAT AR B

R L G e e e e
AOTUARIAL ESTIMATES OF THE INITIAL AND LoNg-RAaNGE C08T or BENEKIITS UNDER
. _iﬁn;w;ﬂ,& 8675, 8 ITARY HEAUTH INSURANCE BENEFITS FOR THE
KIS L e TR PRERRIRTINE - 7% G T Y O SRR PRI

el Y et . .

CELEU S S e T LT L T g e L P e
*; 3¢ 18- the actnarial judgment of the insurance associations,that the benefits of
pag‘B..‘ofx H.R. 6676 will have an-incurred cost of $7 per.person per-month in
1067 (the first full year of benefits under the program),- It is the further. con-
sidered judgment of the asaociations that these costs will inevitably rise during
ensuing yearg. .. By 1990, (the 25th: year of the program);: the incurred coat will
reach approximately, §18 per: person: per-month, . The actuarial details-of these

estimates are presented on the following pages. . ., - ST s
.., If 90 percent of the 19.4 million people over 65 in 1967 elect.to enter.the pro-
ram, and:under. an: assumption that each.-pays $8.50 (of the estimated:cost of
7). per..person. per month  with the Government matching, this amount each
go:‘%é the total cost to the Federal Treasury in that year, for this program will

mlann.,‘ T T R T S T SO N O PRI o
By 1800, iinder .the foregoing assumption ‘as tp equal cost sbaring. between
the beneficlaxy and.the. Federal Government, and:with 80 percent:of the then
B(L: million people.over 65 participating, the annual cost to the Federal Treasury
will be $2,060 milton. . -: . - .-

L . R T T e N
Om RIS A SRR SRS S - —"2.‘?;'?’ fari s ot A .

ifable from insurance companies, and

AN

"'Based'on data genersily sva Y employia;

’ etect}ulq es used by actuaries in yaluing the costs of major medical and other
e8 0 ,ﬁgdim plans, the following was determined (before applica-

.Hon of the deductible and cotngurance) .~ . .. - 007 YT

(1) 'The cost for surgledl and anestheatologlcal services will be $85 per perso

n
er year. . This estimate assumes that the. level of charges will be equivalent to
fod sl sl bl el el St T
(2) The cogt for in-hdspital physician gervices wi )eT Derson DEr year.
'l'tbls esﬂnga;?gse%ee ain%tal,ntmsqﬂpng rate of 8 days per person pe;’ym
ata 0 'physician Yt % gt e s
() Tio CoRt e Gocior Vet hoine anid 13 dpekort offces wil i by
0 per person per year. This éstimate agsumes that therp will be an aye ragn
'epgh’:f:!ﬂc;g visits per péréon per year at & cost of §1 per home visit.and $5
per o . Y TP TR IR T PP N L R R Lo i
"“(4)"The cost for the onf/of-hospital services'of radiologlats, pathologists, and
o L S e
g approxis aLe ! 'L UL &4 e AN SRR R PR T
. }51;-.1‘1!91@8: of home-care seryices, In 1907, will be $5 per person per year.
(8)' The ¢ost for peychiatric services, diagnobtic X-ray and laboratory services
~and applicances will be $5 per person per year for each of these benefits.

ot
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Ladai e Sﬁmﬂwof”'ﬂ’,"f”f‘”‘”l”f’ L Oodbbi'pci"con
TR RO TR RN TI R Bt AU T A TR P11 FIRY L TY (RIS R t,,'! ::j:'; fWU;!é'ga'P
Surgery: ahd!&neathesxolou-‘..a--;.. - 'f Formanbemn s p i K m o i g |

Dqs: o v{slm @ hpsplm? "’"""""'r{"v-m“--'f-----v-1-31-!-i~ T 5!00

&home .,..'(',"'”:.-\——, PR f,x;",’”;",‘:x "')(5 ws

mm—--w-ﬁﬁ.)lu---Z-L--vj—-h--[ e Gt o s o e ] . ko i o b "fﬂ m'

Dlagnostlc x-ray and laboratory %
Dumc”w e 2l bt Sl S Sl lnlb e £ £ 'f'?'ﬂ""‘"{?"éf""?"?r“'! 5

%me’car? services Ry aty e S é oA 8 e "‘"T’»'m. A O AR ;

. 3Totalcdst.-,......‘..“’ coliondoalaain tac e j---‘.;.-'-.*- ; 23 125:00

Vame ot 350 deductlble' S U0 1 TSN S PUNIE SR SRS 4 A 80.00

g gt -,—w,}i;.‘., yf;.‘.‘;‘;.__.':';: R S :;l .

iyl N : ql- )-t--ﬁ E [ ,‘ .‘ : ¢ :? i ,‘ . i detieis 95 m

cation 6 "80-pe TCEDE. GOMIBORANO0. romnmoam o a e ' i 76.00’

p eationono-vetcentadministrativecosta ceiminindbnnamanis T 60

=
Oostper persqn, per year ($7 pqr*monﬂ\)--:, s ey r - 88 60°

areas of th

ﬂ_i-rl~

sts, with the: oxeolstlon ﬁ g chlatry ‘and homa CcATe, ‘Are - bued upon‘.
lan.

%ea.:s Fra e SR QARG AR T &wwm of5
on aet\urlal judgnept at ana" a rovlqw ot t.he umted experlem;e of sych pgmm tgw

' It {8’ uanmed {hat io pereent of {ho benenem-lu will have 386 or more per yga
cal expenses ; that 40 percent have an aveu:o expenditure of $28 per year; aml
td%g upetigen:atsll l;:ya no medl expennl Un Qr theu mumpt!onl, tho n!no ot the
L(ma”imao ooét‘emmam BrL et e ‘;‘ sl e

It is genor erally 8 g:know{edged that the. cost: ot benefits under part B of HR.
8675 will ‘inérease ih futuré yehrs.  For this reason, the bill’ provides for a
periodle réview ‘and adjustment of: the adequaey ot the premlums, based on,
the experience which develops, .-

JAccurate forecast of long-range coats ‘of medical expen itqree aro dlmcnlt
because £0, the many underlying forces involvéd, many of which are qnpredlctabxe. ,
Under assumptions as to'cost trends which we. rpgan;d 8 reasonable, the instr-’
ance assoclations have valuéd the long-range tost o t 0" benents of parb Bof

H.B ﬁe'us under the tonow1$ utottgssumtgtlons' t est b lbu!( o xiél
con e grea pqss or .expanslo
mil résulﬂnd substantlal incxeases in- costs, It ig edqthat the claltg

costs of this fit ‘will lnérease by $082 per person per year (includlng ad—
minlstrative mnkes)

:{2)..The. cost: of the: pther medlcal expense beneﬁts ‘and: t.he trequency ‘ot
their use, will increase in future years as follows: 4 gercent .per :year. from
1068 to 1072; 814 percent per year from 1978 to 1077 ; and 8 pércent per yegr from
1978 on. . Thesa increases are pomewhat lower than those predlc ‘by the:in-
surance: associations - (and the Soclal: Security Adminlstratlon) or: increases

in ho;pxm ¢oa;a under pattAof»the bil%.l m i ch 3218 SYTRENET
o um pns. e cost w rea rson

pgryegri)qlq p%rmm?n&n;h b }, R perpe i

Lovei-gost, qwmafpa s JERTTS

"The assoclations' 16vel cost of the beneﬂto under part Bof H. B 6676 during
the 25-year period to 1990, will be 0.79 percent, .Of addlﬂoﬂa‘l inperest, the
insurance gssoclations have valuéd the level cost of the benefits under part A'of
HLR. 6675 ‘to: be :1.54 percent of taxable payrolls;* These lévelicost:éstimates
are bised on (1) tue mhmpuo;;s ot the euymcmuon.ul as g;c th:?i :oag,otit;‘hieuhaealth
ca h a u ministratio

Nz%ﬂah!g wagé paslg:‘ 901) at!bn, iﬂtei‘tést, q:;q }ng eaml{lzs? a

o 1& pnr, Could I makq a'personal ‘;;uomﬁ t w ch I do not w:sil

jation. with u m L
['Br 6676,, 9natpr, ,a?f ! ha this new, billy,

tively some;of th 333@‘; b Ande'wb ”iim
reciativ 9,0f the a < erson n
I I;.:?e%erbeenabletoseebefore mngih %,,;g;,g;, S I ;»; v a !

. 41-140-65—pt. 2—8" . 1,
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..Senator ANpersoN.'I am sure ‘thit’ Will 'bé'the most appreciated
statement you can make this morning so far as I am concerned.
(Laughter.) - On that:happy note I will call on- Senaborfolhams.

Senator TLLIAMS. M. d(}g has the: 1gsnréhce co Hpahy; your
oompany, oF an ly;of the other corfipatiies, to yair kriowladge, ma('l ﬂ
estimate as. of this time as to the actuarial soundness of paxt B of thia.

hillg -
" My, Ennr. Well perhaps, you are- aware, sxr, that over the yea
our: ‘estimates ‘of costs, “instirance estimates of costs, have seéined ¢
run :in excess of estimates of cost made by the admxmstratxon.u It is
verzdlﬁ‘multto rice the benefits in-pa g S emiretad 0t onl
I'recall, it has been identified by the admmlstratlon that ths level
premmm cost of part B is 0.49 percent of payroll. I th 9)11& that the
mdustry s estimates of costs would.come ont oloser to,0.79. parcent:of.
payroll.

‘%he great 1mponderable, bne of “the ‘great imponderables, ih the
forecast of .costs lies in the extent of the use: of-home care, -which. is
a relatively new and ﬁntrxed ﬁeld aﬁd is uhllmlted uﬁ’&er the provi-:
sions of part B. ‘

Selgmtor WILLIAMS You me speakmg of the supplementaf msur,,
ance

"My, Eppyy Supp]emental I am sorry, sir - Wer ha\m ot A ant B,ﬁ
alx;d I am not sure whether it is A for Anderson and B for sognethmg‘
else. .

Senator Wn.m,nxs. How long do- yéu i}imk it Wotild h\ke for aq-s
tuaries.of your industry.to come up with a-reasonable- est:mate of the-
projected cost of that supplementa] insurance program? v :
r. Eppy; At your request and:the JFequest of this' committeé, ‘we

wq ld expedlte it and do'it. to'the best of our: p.blhty very quicl |
enator WiLrLiaxs. Thank you. . Grad »

“Mr. Eoov. But an ostimate of cost i8 no better than the bnéxc assump&?
tions, ‘As we all know, we ' have to work with"our best’ iudgmént on
assumptjons,, pz;,x;(;lcula{,y as they involve the. future. . .

Senator WiLrtrams, Well, I appreociate that.

¢ Senator: ANDERSON.’ You gown ead and make the assumptnons, Ibut)
list what theyave,. -~ - . -t LRy

‘Mr.Evopy, Wewillysir, " "0 10 LT Ll

‘Senator. ANDERSON Because those are what are- valuable to. us, bo
cause we can take it back to HEW and sy that these: people assume:
that'so ynany people will' have a- broken arm; and -With s gi‘bkbﬁ le
will be ill for period of time, and'they ‘¢n look ‘At theu‘ Higures and-
see if it sounds roasonab]e or not, and 1f ' you glve us ybﬁr assur‘npt ons'
we would very much hppreciiite N 4

. I want to join with Senator Willmms and have you supply ! mw;hv
of that information as yon can, because.there is very tt o before:
this committee thus far—I do not know what: the: House committeo
had’'bpfore it—which shows the actunrml"ébundness of ‘what' ﬂlls bilt
does. - T iemember launching’ an insurancé compai g somne, 37 or
88 years ago, and I'had to backpedal #s:hard ag I‘ uld to kébp from
géttmg too miuch business i m the befinmng and mping it,’’ ‘
riot: know. how' t6 operate-it took mé d o' firid- out! an "
I'dssutiie it is:the’ cuswmaty bxperlehce of M ’mmmhde bﬁsiness.;

Mr. Eopoy. Itcertamly'lé' LARENY R R R

O S ST ' S 3

T
.
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SenaQor Am)“' Thei'ef ;f we would liké té have yoilr ‘ex
rlence, gth 8 Yecord of 100 getvies for'thé company, w t
1tmeans n terms of th{s l"‘Ari t !pngyoui‘ ¢otfjpany ean‘di will be

e}come by 1, at’lenst,” dhd‘ ain uﬁewby he 'membgrs of the

Mr. EDDY We will do our best, I assure you.
nqt;or ANDERSON, ’I‘han you véry fiiilth, ’Mi' Eddy

. Mr, Evp¥, :
~ Senator Az}i:tl]msok “Senitod McGlélliti . heré ‘and T '(mmt to hav‘é
h,lm introduce.the next thness, Dr, Robif b. Sehator M¢Cletlan;
.Senator. MECrerran, T umk‘ h Mr." luixrhian and' inetbers of
the compmittee. ; 'gn& is ihdead &' bleasuro for'nie 6 havs this oppor-
unity to prese birig of Cafiidlen, Ark. Tncldentally hs is my
neighpor.and iny falhil ‘physician. T'may say i that capacity hé has
sometimes prescribed A \mple nt buut’always véry ‘potent and éffec:
hve remedy for niy ailnents and thisréfore, I think thit his vigws and
} ons anywhere, ‘any in}e ih: tlie ﬁeld of medlcine mernt the nibst
cax‘e 1cons deratiog : :
“For that reason, I afii proiid to preSent lu roud to’ ent h

also as. the past ident.of th Ar ANsAs ) mhon ancl
one of t e gm? é)r?gn , be v , the’ ﬁfth redldenﬁ‘ fﬂie ‘Athierican

.........

l?enera 6 Qctor \\ as one of 119 founders of
tha an its hnational rebndent balieve, °

the way, T think it w ould also ) approprmte ééi‘t{uhly fot too

ucﬂ out of’ llhe to m'eSenp iini 43 o 'formor . natioﬁn 1 committeérnan

?;;om Arkansas, ,,He sélve( for8 yem%; in/that capagil y a8 Democratic

ommltteeman from Arkahsas i U her thi brﬁi i tlh t:is

r. o 566 YOU SAY you may u um erec eret lsm ngybut tha

iii iﬁ oéld ch%mmendﬁgn ?&- me, and I’ hdpe it is fgr yéu D,

obins. .

y ,Senator Axm.nsox Dr Ro'bmS, we are vgry imppy to hhve you,
- STATEM)ENZI,‘ OF R.. B ROBINS, ‘CHIGAGO, ILI.. “r o

Xt Dr‘RomN’e “Thnk you, Senatox‘ McOiellan ;

"M, Chairman’and membeér§ of the ’éorimiitteeg I wopld like to thank

Xou véry much for givmfs.{é ie'tHe opportunity’ appéa‘ring béfore yo\i
010 ‘this thorning to présent & shoit émbement of my ‘h_gaws ns a phys i
cmn on H.R.6675. .

" AS'thé Senat &éaid ; thy hamé i R./B: —qu—dR‘ obm and T have
béen & mediciil doétor for 39 years. . W}ule my years have been devdted
té’medicihe’,‘ I'uldo trdasure thls 0 pb rtnity for another'reason, "It
gives me, an éﬁpormmty to' see’ o é:ndé in‘these- Hal 118; including
TrieYnbers ‘0f ‘this eominittes, and to 8w tids ‘dating back ‘to the
8 ver%.sﬁtis mg yea‘rs‘l‘ sbéht*as i méﬁw\ r 6 g thépeih tlé‘National

1ttee.
miatter of fact, I boh ve 1 en]o tl}e nnique dlstmctxoh of

l

bém ‘the'onl ph siolan who haé serv the intional committeo
of exther ‘ina g Pty in this' cenithry resehted‘ Arkangas’ on
the ' Demgt ationdl Co\hmitgteé rom *1944 r1952 hnd ‘there

" worked’ ¢lo sely with the'lehdeis of ot paity.” o ay‘'the g ‘ure the
- leaders. of Congress, holdin, % in thelr h ds the res ons1 ilit} for
tirg well-be éedleds o say, T have

Jxe Nation's’ present and
nly the greatést respect’ aﬂd wirhiest aﬂ'ect oh for a1l 6f theim. - o



358 §0CIAL -SECURITY

- But-it is as & doctor; 8s one t,the(%,ﬁmgqm%; 53 of the medi-
cal profession in.this countryy, &\at,l gpapk b y@u‘?ﬁ?}z in ¥igtorous
ogpqsi.tigg;;to 8 program of health, care tnder, o) ived Federal
118 Onw ) W ’eamers’cok 4.t IS P PR (g \
ernment 'bé}l‘eﬂt‘s Yor millions of Am‘gglecans who 'do not, néed "thé
888i3tance- IRy, ';'!i‘;--v d i W e i x P ‘,
First, let me salute the committee for holding '(lleénpgs on 'this leg-
islation. Physicians cannot understand‘WhK.{;,hig mersum _Was not
gpen for publio. comment before it went to the fidor 9f the Houss of
resentgtivesfora.ﬁnal‘votﬁ. S
. ,'Fhis recent chapter in the legislative history of H.R. 8675 points
up a sityation which I believe should be noted Lere. Bills of %1;:

fe

)

kind have been introduced in one form or another for 20 years. but
Congress has never seen fit to act favorably on any of them through-
out.that long period. If these ‘pro%%gals,were'wrogg in’ the past—
if. thero was reason for successive Congresses to reject t«hem-..-thef’
are still wrong. But now, this bill, the most sweeping one of all,
is being rush l:hronﬁl to passage, and with hardly more than pro
“ forma consultation with the medicai profession, who will have to im-
plement the legislation. R T

"It appears that a long debate over a fundamental issue may be
nearing an end. I believe it is réasonable to'point out that physicians
alone bear the ultimate responsibility for making this program work
in whatever form it is finally enacted. . A

“Your work on this matter will be done. You will turn to other is-
sues of these times. Physicians will be left to contend day in and
dt:ﬁ out, month after month, with'the terms of the legislation. They
will be expected to go on providing only the best care while they strive
to make sure the aclievements of the past 28 years continue and
multiply to the benefit of all mankind. ‘ _ S

~ Most physicians do not believe this will be possible under, the limi-
mtflons' and requirements imposed in the measure that is presently

ore you. . e :

_Surely their views and recommeridations merit some serious con-
sideration, It is unreasonable, in my opinion, to. plunge ahead with
the formulation of a program to which the great majority of mem-
bers of the medical profession are opposed, both. as to its expressed
terms and its implied threat to the system of health cars which this
Nation hasalways known. e

- As you consider the action:you are being asked to take, I urge you
to remember that heretofore in the United States the health profes-
sions have been free to pursue their constant search for hetter meth-
ods of treatment, more effective drugs and more eflicient techniques—
unencumbered by the outside interference which is ineseapable under
a vast, federally financed and contmlledprpgfam. , Um our system
as v;g have known it, America has become ‘ths medical mecca of the
world.. .. - ; ‘i L S LR AP —

When I began medical practice, students who could afford it flocked
to the medical centers of Europe for their basic and pos uate edu-
cation., Today, the reverge is true, medical students from all: over

the globe come to-the United States to study and become finer phy- -

SiQi&n.S-j',”,gu:»; T L A S T SR R S LT LTS P T
., Yet, at'a moment when. American mxdicine is preeminent, through.
out the world, it ig proposed that we adapt the very system under ;v}vhi';h

‘.



g06TAL’ sECURITY 659

oné’ Earopean country after another has lost'its former leadership in
medical'seiehce, , T oL e e e e
“ Théke i8'Ho question) Anterican physicians today ‘are unsurpassed
in their knowl and ability, But what will happen when this seed
dYopis gohb ¥ Will the'filost talentéd young men and women continue
to be'dttracted 'to thedidal ¢iidsrs wheri they. see b profession falling
more and more under Government supervision? I doubtiit;:: Maxy
of ‘ovir ‘best yourig tnitids will tirn to ;’;‘ux‘-s\ilte ‘where they’cali éxerocise
their abilities to the fuillest, to make the most out of their lives, with-
out the stultifying effects of Government regulation.’: The loss of able
entrants ifity the health-care field ‘¢anrbt help but lead:to & 'deterio-
ration of the quality 'of caré in this cbuntyy. I have personally ob:
served this in ¥ngland and other European countries. "= =i:.o
' The plan, before Jou, of course, as. I know that you know: would
cost & Btaggering sum, :* The administrative problems it would create
Wwould be eriormous. | Bift'let these considerations be 'secondary. for a
moment. The important thing to perceive and undeistand is'the dis-
ruption of the doctor-phtient relationship that it entails; the time to
be'?EEent waiting in ‘ovércrowded offices-and facilitied;-the beginning
of 'thé regimentation of medi¢al practice of:this’ country; the’ over-
bufdanin of medical facilities and: personnel ; the delays in admission
to hospitals, - . , Yool sl
& Thozge abe thé perils which a:physician sees ifi this proposal. - I wish
I coud]l make you see them, too, so that someday they will not come
backtohaunt.ps‘all. C ‘ n S RS _'.;a,’
‘Before'I coticlude, there is-another point-in this bill‘to which I
should like to address myself. That is the compulsory inclusion of
self-employed physicians in the social security system. - - - . -
- Tarh 65 years old, the age for retirement written into the social secu-
rity‘law. I am actively engaged in the practice of medicine and sur-
%els)ry and expect to be so 'engaged for a good many years to oome, In
this1 'am'?p_ical,‘ 1 think, of the overwhelming majority of physicians
my ageandolder. - o Ty 0T o :
e don’t stop practicing at any arbitrary aﬁe limit; our patients,
I:am happy to say, do not want us to. .-I can tell you from experience
that they expect us to keep on serving them as'long as we are able and
for a great' many phgrsiclans' that goes well into the seventies,. - Any
program built around & '85+year retirement age simply does not fit our
oareer pattern. It is unnecessary and unwarranted to force us into a
system designed for persons in other ‘éallings where similar pressures
0 not exist'to continue working into the latter years of life. -
: IIu:ﬁe-youto délete thissection fromithebill, .. -
In this brief testimony, I'have tried to communicate, a3 a physician
ﬁy very deep and very sincere reasons for ob}eotingtto'the passage of
.R. 6675, Medicine has been my life. I don’t want to.see it
harmed-—for the sake of the profession and for the sake 6f Americans
Ofthefutum- . : BRI RN B LE
"~ Time has not pérmitted me to go into specifics. But in the many
hours of testimony here, you will recesive a great, many detailed ‘ob!‘ece
tions to the.terms of the bill from- spokesmen for medical organiza-
tions throughout the country. Iurgeyou to heed them. il
I urge you to give serious consideration to the Yhysioians? plan for
meeting this problem, and the physicians have a plan calléd the elder-
care program with which I am'sure you are all familiar,. - - 720
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. Lurge Jou to.reject H.R. 6675 and, in its stead, to write legislation
which will fill the needs of all those who ¢annot take care of themselves,
and .at-the same time. will preserve the vitality and promise of out
. Lot e, again ;express my appreciation for the opportinity to b
hedrd on, .ﬂx‘ai%aimpprt&nt piege‘ogfegisl&hqn this morn?pg.. .Thank you,
Mr"cllairman':‘ ‘ }3""'- T I U e T I L R T, o

- Senator ANpEnsoN, Dactor, the dentists came in.a fow, years ago
aftor b ing out for quite a while. Have you heard any dentists object-
ing to the fact that they arein the program? =~ .~ N

~1Irs: RopINs, . Yes, 1 have, Senator, many of them, They failed to
raise_their objection as they-should, and that is what I hear many
of themsayingtoday.:- ... ., . -+ & . e

i Senator ANDERSON. So. many .of them have indicated to some of
us, at least, that theywere forced to object to it, but now they are very
well pleased to be in-it. . Lawyers are in, aren‘t they? They practice
be%gnd 65 & great deal.: - < |

Tyds

s At S A S S S R AT D

ou'indicated that this has been sort of & Jong struggle, and. these

proposals have:been:turned down. in the past because they were wrong
and:they ought:to be turned.down now,..You are familiar with .the
fact that the Senate passed the bill, aren’t you? = - A
Dr. Rosins, Sir{ o A
- Senatot. Au'lpnn_gdn. _You are; familiar. with the fact that the Senate
passed the'health caretorthea§ed? S e -
Dr. Ropins, Kerr-Mills bill B e
! Senator ANDERSON. ‘Noj they passed another one called the King-
Andersonbillin 1964, ... - o
Dr. Ropins, Yesysir,. . 0. - T o
- Senator ANDERSON.-Did anybodﬁ give them a chance to vote on it
in' the House? - I do not think-the House thought it was wrong. They
couldn't got it out, of the Ways and Means Committee. . o
:-Dr. Ronins,: You have here a three-latyer cake which the Ways and
Means Committee did not give the public an opportunity to express
themselyeson. =~ i1~ - - o Lo
22 Senator ANDERSON! They ‘had so much publicity by the doctors
ohaargll% that they did not put enough-in the King-Anderson bill.
We are happy to. have:you testify today; we are happy to have you
under such sponsorship as that of Senator McClelan, - . -
« Dr; Rosins. I rode over with Senator Douglas. -
- Senator ANDERsON.. Senator Douglas.: PR I
Senator ‘Doucras; I want to say that we are very glad to-welcome
Dr, Robins, We are very glad he‘left Arkansas and came to Illinois.
I'hope he changes his views on this bill, and T hope the Serator from
Arkansas‘won’t take offense when I say his movement indicated good
senseonhispart, .- ¢ oo oon o e T e e T
- Senator- McCreLLaN. :Doctory: you have ‘not changéd your voting
residence, have you? G e
“ ‘Dr. Roprns.:Senator, T hate to:admit that in public, I have net, I
amstill a voting residentof Arkansas. * - . ... ol 0
. Senator Dovoras: That may ba an addition to the Democratic Party
of Illinois.  «o Foe oo ae i e
“-Qenator ANDERSON.: Senator Williams, - .. - .0 ..
+Senator Wrtriass, No questions: ;.. ¢~ ... -
Senator ANpERsON. Senator-Curtis$:.: ! -

! j
! |

1
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Senator.Curris. - Doctor, I appreciate having your statement., Are
you familiar with the position of the pathologlsts and radlologlsts
and the psychiatrists? , ‘

Dr. Ronins. Yes; I am somewhat,

Senator CurTIs. - I£ this bill were to be passed i8'it your behef that
they should be placed over in’ part B where all physncmns are as con-
trasted to the hospital section f

. Dr. Ropins. Yes;I thihk the’ patllolo ists and radiologists and anes-
thiesiologists ‘should: bo p]aoed where the other doctors are, excluded
from hospital'employment, -

" Senator Cuiris. And you thmk that 1(: goes beyond A mere problem
in, bookkeepmg or. accountmg or anything of thnt sort? You thmk
there.is a very. gr basio. reason for 1b————-

e Dr. Roping; That is r:th. 3
)m Qr ¢ C'mn‘ts (cani nuing) From the standpomt of the pmctloe
of me icine , .
Dr. Ropins.. . Yes,:sir.: .-
“Senator Ctm'rm Thut they should retam thelr status as mdependent

pfaéntioners?

Dr. Rosins. .,Certaml - | -
Senator CurTis. Do you thlnk that is better for the patxent and bet.

ter for our health system{ ,
" Dr. RobiNs. Yes, sit. - A

-Senator Curris. That isall, Mr. Chmrman. .

- Senator ANpERSON. Thank - you very. much.

- Dr. Ropins. Thank you.” .~ : -

Senator AnpErson. In lleu of testlfym in perSOn Congressman
Durward G. He.ll is; sibmitting his wmtten statement for the record
It,lsbem g placed in the record at thle pomt o Y

(Thestatement follows 5 SRU T .

Sn'mnnn'r oF Hon, Duaw.snn G HALL., A Bnpnzemum IN Oouonese FroM
" THE STATE OF MISSOURT ~ - .

Mr Oha\rman, I come before this commlttee both as a nMember of Congrese,
and ds & physiclan—a member of the' professlon whlch ie deeply’ and !nextrlcably
!nvolved in the great 1ssue before us, "+ : -

- I am- speaking for a: s&etem of health care, which is unlversally recognlzed as
the finest 1i:the world. ' As a physician, I could not have a greater opportunity
or: responsibiifty.: - As'a’ Representative in- (}ongrese. one must be delvlng, ;ier-
oeptiVehiuformed, and declde judiclously, --: -

embers of the medical profession; of: whlch I am one. believe we have a
responsibility to call to the attentfon of the public,.our patients, any projected
dévelopment which'threatens the qunlit{ of medlcine in this country. .

*On’ doctorb falls'the ultimate responsibility for treating the sick, overcoming
disease, and assuring that medicine’s achievements of the lasti25 years will con-
tinue and multiply to'thé benefit of all mankind. It will be their task when'the
tumult and thé shoiting on:this fssue dies and Congress turns to other questions
of tho hour, expressed in'the vast store of bills awaiting its consideration, = '
© The questlon 1s not thé ‘care of senior cltizens, but how best to assure them
needed -quality - care. Phyelclnns are the ones who will be expected to go on
providing “only: the best" of medical care, tallored to fit individual: needu, to
svhich ‘Américans are accustomed, and which they properly demund, In the
last: analysts, they are the bnes who muat contend dlrectlv wlth this progmm
end try: to make it work, : o

- Oonsequéritly, we cannot etand idly by now, ae the Natlon le urged to embark
on an-{lt-concéived adventure In- Government medicite, the end of which no one

can see,-and-from which the patient 1s certain to be’the ultimate sufferer. - For
make no mistake abdut it:The medical Frofeeslon will never deprive the people
of high-quality medical care and the fruits of progreas of medical sclonce, iThat
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';vlll comeé' when thé Govermnen(: beging meddling and: interferinﬂwlth medical
“freedom, .7 (i

‘f!'i'Ti“)luf‘. -

What are some of the ‘factors which, added together, clearly Yo &eberio-
ration of health care under a program of Government-contro ed medlciné for
any segment of the population? Let me Hsta feww:

! First. The'basls for quality medical care is the voluntary relationship between

- -the doctor and his:patient. : This would begin to disappear as Government -8up-

plants the individual as the purchaser of health services.
An obvious attempt has been made in this leglalation to conceal the grant of
power which ‘wonld’ bg exteridéd tb'thé -Secretary ' of "Health, Education, and

"Welfaré' to fnterfére with administration and medical practice-in participating

hospitals. But the power is in the bill, and its use by (Government employees

An “carrying. out -their. responsibilities' toward 'the, expevditure of Government

fung cannot be doubted.

'1‘(11:% rékilt would inescapably ‘be third-piity lntniblon in ‘the practice of medi-
cine. The physician's judgment would be open to questionn by others not:re-
sponsible for the patient’s well-being, His diagnosti¢ 'and therapeutic decleions

:would. he sub, ect 10.1¢ dl,sgpproval by .those - controlling, the expenditure of tax

money, ' Paradoxically, his cooperation 15 required for proper fdnctlon and
certainly to avold the abuse factor.
Second. As the Government fixed prices for service rendered—as ihdeed it
mustto protect: the public purse—finanéial incentive would hegin to melt away.
Third. The incentive of competition with one’s peers, invariably the s pﬁg
which ignites the flame of creative progress, would also fade since rival

_ be eliminated by virtue of centrallzed dlrectlon. be it practlce or all- pOrtant
‘bedside reseatch,:

Fourth, As physlclans and health facllitlee become more and more subject
to intervention in their work by Government employees, & decline of profes-
slonalism would be certain,

- Fifth, The overutilization and abuse of & “free” service to Which ¢ ‘everyone had

a “right” would result in increasing physiclan harassment which could not fail
ta lead to a form of medicine abuse factor and bed occupancy- alien to these
shores-—medlcine on an assembly line basls. .

Sixth. Quality medicine would be dealt a further hlbw by the loss ‘of ‘able en-
trants in the health fleld because young men, viewing & profession under partial
or total Government domination, could be expected to seek careers in other flelds.

These things will not happen tomorrow, or the day after, or the next week, or
next month. But as surely as the tides move in Chesapeake Bay, they will come
if this measure is enacted into law.

America today has the finest physielans and scientists in’ the World—a fact
frequently demonstrated over the last decade when the Nobel Prizes have been
handed out, or by.your life expectancy;, or by those seeking postgraduate training,
These intelligent, highly trained, snperbly skilled men and women will continue
to serve the health needs of the Nation, and because they are professionals, who
have devoted their lives to this system of ours, they will continue to do.the best

they canil no matter what adverse conditions they are suddenly confronted with,

-~ But what happens when this seed crop i3 gone? I suggest you look across: the
Atlantic for an answer. The other night-I heard this sentence in a Chet Hunt-
ley broadcast discussing the current struggle between. physlcians and the Gov-
ernment in the British National Health Service:

“Britaln has been losing doctors at the rate of ‘almost 500 a year. The num-
ber of medical students is decunlng, and already below the level of 1938. Mean-

‘while, the population grows.” .

iYou see, there are some things whlch cannot be handled by a law. Men bred
in freedom learn to like the taste of it. . Few engineers would want a government
employee telling them how to draw a-line.. Most bookkecpers, I suspect, have
little desire for advice from .Washington on how to add a column of figures. I
have yet to meet a lawyer who has spoken of his desire to have the legal profes-
sion brought undsr the surveillance of the Department of Justice. .
-« :Jt:18 as:simple as that.- This is not merely a controversy. over: whether Gov-
ernment should- tax-one group of citizens to provide health care benefits indis-
criminately, regardless of need, to another group. This is not rmaerely a dis-
agreement over the bést meains of providing health care for our older citizens.
Rather, this conflict is testing again whether the art and sclence of medicine will
be permitted to.grow and:flourish in freedom, or whether progress:in medicine
Kw etunted and shrlveledxhy an erxcess of Govemment. control, thlrd-party
etence. s I st Doy i (IS E U E R
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"Here let me nail down oue of the most patent falsehoods, hau;has been uttered
by proponents of HLR. G675, in their.campaign of abuse and villification against
the whipping-boy medlcal profession. - This is the whispered charge that dogﬁoxi,z
are “really against the program because it would affect their income; that thelr :
fees would somehow be reduced by the Government.” o Cotoa
. Nothing conld ‘be.further.from reality, ;:Doctors’, incomes, would, probably .be
more assured, not 1ess, if thig bill is enacted. : Anyone knows there is more money
in énaas;prodncuon.--.-.lt is principle, freedom, research, and .insurors who will
guffer, .» il Py, e oty R AT LR P PR St L TP N AL T
:Seventeen and a.half. million older citizens would. become eligible for hospi-
talization, nursing home, and home nursing care, financed: from.the Federal
Treasury. Those-lured to take advantage of the program by the prospect of a
“free”- benefit would need s physiclan’s certificate to enter a hospital. Physi-
clans would be expected to care for them while they were in hospltals or nursing
homee. -Who .can-say. how. many new patients physiclans would acquire as a
byproduct-of this legislation? . It is eafe to say the number would be sizable,.
“But that 8 really beside the point, or at least only a tangent. - The American
system of medicine is a system ‘of quality medicine, not masg production or
assembly line medicine. It 1s a system of private.medicine, practiced by private
doctors treating private patients, free.to make decisions based on.the patient’s
specific medical needs and nothing else, except a confidential relatlon—privi-
leged, if you please. . : .- oo o Lo e D E Ly
"Forget for a moment the cost of staggering, though uncertain, proportions of
the - program: bafore us, ; Ignore the administrative  problems-that it would
scg:late,' ;ndlthotgnrden gtrmeans for w_ag:a‘ eﬁ:ners at the low end of. the income
(- 8800"- QnQW “mqf‘;we‘are,m ,_8»'_',,@ R TR IR R /U L AT IOE B
Iook only. at the intrusion of Government in the fleld of medicine, which can-
not be.avojded, which goes hand in hand with this plan—the regimentation of
hospital admission and dlscharges, arbitrary limitations on nursing homes avail-
able to care for aged patients, and the implicit responsibility.placed on hospitals
and physicians.to: keep the cost of this program under contral, . .. .. .. . -
Bureaucratic regulation cannot be mixed with medicine without diluting the
quality of medical care any more than gasoline and snglfr-m the modern com-
bustion engine. - In this case, furthermore, the availabllity of medical services
to. the aged woulcd be governed by the availabjlity. of tax money, not by :the
medical needs of these citizens. If gquantity is thus restricted, quality. would
ineﬂtably mer. - o - oo . VLTS SRSt TS ST TR
»..Under our system as we have always known it, treatment of the individual
comes first, and financing second. It is the patient, in the role of the customer;,
that exacts the ntmost from the doctor-patient relationship through his ability
.The physician, in turn, responds to this show of confidence by the exercise of
hig knowledge and skill to his greatest capacity, gulded solely by what is best
for his patient.- . o o R Y S RTINS Y B
- This {8 not & public works project of stone and steel that we are dealing with,
or.the purchase of overcoats for the Army. This !s a fragile, perishable rela-
tionship, perhaps the most delicate in all ngnanﬂes, and founded on Amg¢rican
tradition and principle. It cannot withstand tbird-party tampering without
serlous harm. Are we to callously overtbrow. it by legislative process?, - - ..
.., Should. the Government become the customer—the outside party striyving to
reconcile the demands of .the patient for high quality care and.the dem?.pds, of
the taxpayers for efficient use of tax funds—the emphasis must shift from
quality -to cost, The Government can resolve these conflicting demands.in.only
one way. It must:tighten the reins on gervices to keep them within budgetary
limitations; either that, or the Department of Health, Education, and Welfare
must be repeatedly pleading with Congress to bail out the program with higher
B octors want. to continue to b free to give patients the best adyice and.th
. Doctors want: to contihue to be free to give patients the best advice and-the
best ‘treatment they areé capable of giving, without the pressure of outside con-
siderations that . have nothing to do with the quality of healtti éare,” They oppose
any course of action which threatens the professional 1nﬁenen,d§gce of.the physi-
clan and imperils the wholly voluntary relationship whick ' now exists between
doctor and patient, thereby striking at the heart of our magnificent heath care
gystem‘ whiich has acéomplished so miuch fof mahkind in an atmosphére of free-
om it v At L e b e ey CLo T
- If this; legislation 18 enacted, thé aged would be the first to feel its effects on thie
quality of health care. But {s it possible for health care to operate in one way for
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oi§" begiienit ‘of’ thwpuldﬂbh ‘hnd’ in'a’ differént way for éveryone elde?: - The ..
question’ answers {8’ oui¢ firstiventure int6! providing service:in: llen
of ‘cash benefits on d'piyroll-dédiction tax basis.:: What df the further:effect: of
devalue déllhrs and' inﬂa,tldn ?usghese -sgnior - mvew who securedtheir own
S iy l"l B4 I PILES NN 'ft St dens il o e
, ﬁ}One 'k *h)iortGOming tii ttg' bil} approved in: committeo 1s- that :thei abuse
_tactor has'ndét dven'beén 'considered, much less, compensated for. « Yet; we. know
now. that thls’ tﬁétoi- of ‘abuse: is .what fiéccounts for the ‘severeé crials:now:con-
fronting both the British and French systems of government medicine, -Many
moré ‘patien ts 'wil} Bé'dd!ﬁltted td hospitals for dlagnostlc servlcés mder this bill
farmbrethanév b BEfore;! ¢t . 1 stesaf uab e il
fThe bill apparently: will depend oni dbctors to maintain‘ hospitql turnover; eveti
thQUgh they will have less praetical authorlty ‘to’ carry out’thig résponhibluty,
tmderthe bilL.’: - & . EFEICBLHE B IRV STIEN B34 (S IR

We'all' rea)ize that the averaj e length of hospital stay-under this bill s certaln
to fiicreatie And the st total-will be that proportionately fewer and fewer private
patién are going to be admitted as’ mote‘ hbspital beds are occupled byspe‘rdons
eligiblé for free care under thisbill, - RERRTII AANNTFON

UM og inly atter this bill: bedomes eﬂ'ehtiva, lt wi’ll require a crash program
of°ho. pltd} éohsti-uctfoq bhder Hill-Burtbn‘ ‘i wbll d8'andther ‘crash prOgram ‘of
Hutsing and’ convaléSdent homes,: 7+t il LRI sy cbion Jueibbis Hitkrng:

‘The. §64 question in most geo le’s minds is-bound to be, “Willldbctbrs ‘Pafttet!
pbte?" Of course) itwill take time to implenient:and’ thé'answer: will be:pai
déterimiied by how: ?Jé’ Jg‘ddne; - A néw:fée schedild and's!gnﬁp of: doctors who
will bdruclpatéwm d'first order of bublness; <. 2 uong 3 sl asa il fun v

X predict that, Ameylean physlelars will3lgn’up’and’ ﬁartlciphtewbecaﬁse they
ure first of all' hamanitarighs, iniljlled with'the *ﬁﬂsslbn Oﬂeéi'vlﬂk people, inl -

- Perhinps the gkt ineredible padt of this whole operation; hs béen the' fitter
«dlsfégard of the dottor’s viewpolnt!by' the soclal'engineérs'who drafted thils' four:
laver dake;” Thi§' i Bpitd of the fact that thé ‘prograui:cannot posslbly twork ‘with:
out the cqoperatton ‘6£ thé doetors (13th améndment, neglected ‘6r volded. fn don:
slﬂerﬁtions.) A O ATt 10 W SO R SV VG TR SR T TR 2 TR ¥

1t ihight "be" ‘éohipared to! bulldlng ‘g:1gpace: satemte wltlionb -erigineers,: or
developing” a- ‘space satellits ‘without - engineers, or: deveiopl g “a: bdattle plan
without? ‘constlting the Joint: Chiefs of Staff,” I cantiot help but: twonder. what
Walter Reuther’ mighit say-if ‘the doctors should-recommend:that abllective ibar<
gaining agreements be made up by business alone without consulting Jabor; J::i.
- That'is e:tactly ‘Wwhat'we have under this bill. © Without<he doctor; this bill
{8 nothing ‘more- than 800 gages “full ‘of wbkds signitying -hothing:: Yet, at'no -
time ‘during’the week :this-bill ‘was drafted,: were ‘tha Nation's' doctors asked 'to
contribute to the deliberations or to comment upon the feasibility: ‘of ‘the 'bilt
insofar’ as they, thelr: pfofesslonal 'skill, and thelr ability and ‘willingness: to
gerve is concerned.’ This"'decislon to ignore nnd even (béliftle thé- practicing
‘physician, whether. it ‘was made by President Lyndon Johnson, or- Wilbdtr Cohén;
of Mr: Celebrezze, or by the mejority ‘members of the Ways and Means ‘Com-
mittee, will ‘stand in 'the record as thie most bragen-act 'of omission ever: coni-
mitted ‘on a’plece of major ‘l¢é lat!om It! will’ hnve its reverberation for as
long as anyorie of us is privilegéd to 100K into the faturé. -

As a physiclan whose'lifetimeéof -sérvice in his’ m-ofesslon hhs meant a very
great deal to bim, I ¢an-only ask 'your to pause ‘and- reflect ‘and welgh this issue
with® prayerfnl consideration. It is not a slmple matter. 1 Of- thls, e are’ all
aware :

* Buty’ on lbalancé, when yon deeide I hope you wm be thlnklng of- the next
generation dt Ainerlcans and alt those Svho win come atterward Lo

Senator ANDERSON. Our next wntness is Dr. Rooke. e ‘-l’»:i

. iy
"-<|\_.

s'ra-mm OF nAr,pn R ROOKE, FORMER mmmnm mr;omL
. ASSOCTATION OF nnmn. nnnaexsa:s, Aocommnmn BY. SIDNEY
h WAI.tm, COUNSEL ;. i) i |

) 'Mn Rqo;m. M, Chaxlxmnﬁand members of.,' the Senate Fmance Lo
mittee, my name is Ra Rooke. I am a resident of Rwhmond
Va., 8 reglstered pharrhaclsﬂ ahd have beeri act;;vely engaged ity the

St Bt KON $HIANT

/j’

e e
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ownership 'and:inanagement: ofra- retail-phaymacentical, business; in
Richmon -for36~y6ar§.f:r-~ oy habee vy st oI GOCE STGEYed
> It has:been ‘my “privilege:and.lionor: to-gerve.as the president of
the Virginia Pharmsaceutical Association and as president,of the' Na-
tipha.lz&bbiationiof:l{gtaﬂ «Druggists, ;I appear ;before you as a
mgréseﬁtatiVe of the Nationa] Association of Retail Druggists. ... .-
- X would like to introduce n.gentleman that.I have.with me as onr
legal :counsel,: Mr.;-‘Sidnv%x:;Wa Jer...:-We have. back;in the room our.
executive diréctor; Mr. Willard:Simmons, and our Washington repre-,
sentative, Mr.JoSephCohén.'« IR TP RN SIS L, a;,‘;,.‘:;:';zx‘»i-:;‘f: il
.. You.may-already be aware that-the National, Association of Retpil
Druggists; which:X shall hereon identify, as.the. NARD,:isan assacia-
tion serving the professional and business interests of a nationwide:
membership-‘comprised. of . mare .than :86,000; independent . drugstore
'owners operating in-excess of 41 thousand of the Nation's 54, .Q-,d,lfuﬁ;_.
-gtores... The NARD; which: has been:iniexistengs. for. 87.iyears, speal
for %acticing retaii.pharmaclsts on all national legislative. matters,
which-have a professional or.econoiiic bearing on their; sphere of
activibydoicl Dis s iy colpenray g 1 oads b citaed, i
- 1.shonld Jike'to; begin: by, complimbnting:those whose, interast inithe
health situation of our elderly citizeng proyided:the stimylus;for;bring-,
ing thig-impottant mitter into the'focys . of “public. attention, . ,.Cer-
tainly the profession of pharmacy has long been. intimately, awaxe of
many: of these-problems.. 'The exposure, which &, retai] druggist. has
to the proposed-beneficiaries of the medjcare pr gram is bath intensive,
and’ exteiisive:: - Ag the majar gofirce: for medicines; required. to- man-,
age many of the continuing’ afflictions of old agej.airetail druggist sees
the nght of these pebple ﬂtﬂmthandif LA 1) BT 5Ji}i= ﬁ»-,’r;')!.!-.?.n:,i'}f
. Credit récords. in-drugstorés thiroughout America: '\'villr‘ai-testz’ to.the,
fact that Tetail pharmacists are: also; cognizdnt of :the:economie diffi..
culties-which:face some of thesé oldsters.:: Thousarids of prescriptions
are filled for them every imonth: with little or-no hope of payment. .. To;
this extent; it can be said' with justification that: the Nation’s-pharma-
cists'preceded Congress in:attempting to iake a. positive contribution
to the djlemma, of precarious health and limited resources. which face,
a sizable'group of our older citizens. 1= iy o i s
-+ You may-be sure that retall"(fruggista solidly.endorse the objective
of not: permitting economic ocnsidbrations_:to‘d:prive' an;older . person
of the professional ‘attention nnd related: health services, which he re-
quires to.cope with transient ¢r chrojic illness.-. It iS;diﬂqult-,ifor that
matter,-to conceive’ of {any. reasonable. person .arguing:with such an.
ob'ectiVe.' L ‘ s s: . ‘jji;-i;‘:?' R !Q\‘ﬁ;{f ‘».’?‘,!J‘l“) . a"-?f-\ i 303 '. ,: 2
- "In the:American aspiration of life, libetty, and the pursuit of ha gl:-
ness, life is preeminent, - To protect life ig to. protect health; nn;dp the.
protection-of health ¢alls for management of diseass, sickness and the
more chronic infirniities of old age,-::The independent retail druggists
of Amerida, I-assure you, enddrsd.and:share the, hunianiturian con-,
siderations:which!underpin:the: medicaré proposal now:before: you.
We have stiidied the draft: bill cz}x_;etul%lycand in gome particulars-feel
its provisions cah and should be strehigthened. . .Our appearance befote
y:duffs mob{,v'a‘taiby‘thls mter?sth“f ‘v.’i".' HSUREE -}'_;f;-..’jﬁ ‘,:"535;"‘ {;. it "‘,,E vhiy, s
"' We hope:tomake s positive ¢ontribution o the fashioning o

ST

gramiwhich will‘acoomplishrita central purposes without eridangering
what we equally bélieve to be importait considerations in felated ayeas.
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*“The’'independeiit retail driggists: are most appreciative of .the op«
portunity your committee has afforded us to state ouy views, - o ..
' Wesuggest the ameridment as follows to section 1861 (t) under drugs

and biologicals: ~ & b e
-+ Section 1861(t) defines the term v‘-‘dnifs” and the term “biologicals”:

to mean—except for purposes of the exclusion of drugs and biologicals
under-home health services—those drugs and biologicals which-are in-
cluded in the United States Pharmacopeia or the Natibnal Formulary,
or in' New Drugs or Accegted Dental Remedies—oxcept for any E:
and biologicals unfavorably evaluated therein—all of which are to be
dispensed by & pharmacist authorized by a State to practice pharmacy.
he purpose of the amendment to drugs and biologicals section

1861%) is: . : : . .o
1, To (frgvi,de qualified professional personnel to distribute the

drugs and biologicals provided in the act. ' o o
2. Touphold and maintain the high standards of the pharmaceutical

profession. ' ' S

3. To enhance the welfare of the public who may be recipients of
the benefits under the act in connection with drugs and biologicals.

Mr, Chairman, I have a supplemental statement which has been
submitted to be added at this point.

Senator ANpErsoN. Without objection, it will be added there.

Mr. Rooke. In conjunction with the purposes of the amendment
to section 1861 (t), defining the term “drugs” and “biologicals,” we have
excluded “or as are a})proved by the pharmacy and dmg therapeutic
committee [or equivalent committee] of the medical staff of the hos-
pital furnishing such drugs and biologicals.”

The inclusion of this language in the law gives Federal sanction to a
levice kihown as “formulary dispensing® associated with the doctrine
of “prior consent” whereby a committee of the hospital staff prepares
a restricted list of drugs available which all physicians of the hospital
are expected and, in many instances, required to subscribe to in their
treatment of the hospital patients. One of the results is that useful
drugs may be eliminated from those a physician requires for his
elderly patient. : ' 4

Traditionally, the various States, through the various Pharmacy
boards, regulate the practice of pharmacy. The “formulary” with the
“prior consent” doctrine suggests that “substitution” of a trade name
brand is permitted even though most, if not all, of the State pharmacy
laws prohibit such practice by the pharmacy profession, which, of
course, must include hospital pharmacists. 1f such language is not
changed, the law would create two standards in dispensm% dru
one, under medicare; the other, for pharmacists serving the public
outside of the medicare program, :

The language of section 1861 (t), withoutl the objectionable inclusion
of the “formulary” and “prior consent” doctrines, is sufficient in itself
to cover all such drugs or biologicals that ma(f be necessary for proper
treatment of the public. The use of the added phraseology merely
})rovides intrusion in an area more adequately provided for in the

aws of the various States. '

The additional language we have suggested, “all of which are to be
dispensed by & pharnacist authorized by a State to practice pharmacg,”
is n recognition by the Federal Government of the actual status under
the laws of the various States. We are confident that this committés,



‘BOCIAL :SECURITY 567

and all other committees of thé Congress, intends that dispensing of
-drugs'must be inder the professional control ¢f a pharmacist. . Other-
wise there will be a tendency to depreciate the high-standards of the
pharmaceutical profession. . ' TR SN

It:is true that a large proportion of our older citizens are heyond
their Eroductive years and out of the éemployment market. - On_the
-other hand, largé niumbers of people‘eligible for social security benéfits
.are able to pay for.their own medical care, - et e

Our national tradition of self-reliance strongly urges that, to the
greatest extént possible, an individual should fulfill his own require-
-ments. The concept applies with-equal force whether in the health
field or as concerns food, clothes, housing, or what have you. -

‘We urge the committee to give serious consideration to a screening
process of some kind, which would provide a measure of assurance to
the taxpayers who are to support it, that medicare payments are being
disbursed in line with reasonable pu’blic prudence.

. | REQUIRED INSTITUTIONALIZATION L

" Definitions and explanations-used in the draft version of this bill

lead to the inescapable conclusion that obtaining benefits under its
rovisi?ns“will;{at the outset, call for the individual’s admission to a

hospital. - - oo e e '

After a hospital stay of greatér or lesser duration, as spelled out in
the bill, transfer might be accomplished to a secondary institution
equii)%ed to provide domiciliary attention with some nursing service
available, as required. ,

After havin%)ee;zhausted entitlement to the services of the secondary
‘institution, or 1 'mg"‘diSchaélt‘lged;ﬁ‘Om it-due to physical recovery, the
patient may then'be entitled to certain home care benefits and assist-
ance, .as needed. Additionally, the proposed legislation appeais to
-enyision and authorize out-patient attention at designated cl‘i)nics or
other treatment institutions offering this ¢lass of service." : '

Insofar as the individual patient is concerned, however, admission
to a hospital or other tréatiment establishment seems to bé the inescapa-
ble first step in obtaining beneficiary status for primary, secondary,
and ancillary services underthe enabling act. o |
" 'We believe the procedure as'broadly spelled out in the draft bill is
‘unrealistic as related to the practical health care needs of many of
these older people. We furthermore believe the first effect of the
institutional requirement will be a staﬁggering influx of patients to
already overcrowded and understaffed hospitals. The economic en-
ticoment offered in the present medicare draft will be, at best, hard to
resist and, while we might hope that hosPital admissions will not be
_acco‘mplisfled unless the patient is actually in need of such care and
attention, experience in Veterans’ Administration hospitals and under
such programs as Blue Cross clearly demonstrates that when hospital
admission is required for validating a collateral claim, hospital ad-
mission will be obtained. . ‘

- Senator AnpErson. Could I stop you there a second and ask in the
case of the veterans facilities, is there a deductible of $40¢ _

Mr. Rooxe. Isthereawhatt .. =~ . _

Senator ANpErsoN. Is there a deductible of $40# Don' you think
‘the deductible that is in the bill might tend to curb some of that?
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-~ Mr, Rooxe. I do not believe: I quité hearyou.> ;o oo v ©ow
~-Sénator ANDERSON. ‘You are l6oking for a great influx into the hos-
‘pitals becatise it is free.. * i R -
- Mr. Rooxe. Yes. . T L TR
b Sethtor: ANDERSON:: Suppose there is:a $40 deductible they have to
‘pay fitst, will that cut down the influx - - . . .-~ = & = oowh
M. Rooke. Yes, sir; to'séme degreo,:but I think:there is still going
to be an influx into those hospitals—I am:sorry, I did not get that,

Tt

Senator, v e o 2o : o
Senator ANDEHsoN: Yes.:' You tite- worried about what has hap-

ned in'the ‘vetérans facilities,’and what the experience in the Blue

ross demonstrates. The veterans facilities don’t have any deducti-
‘ble,dothey® "7 R ' R
- Mr.Rooge. No. T o o
~ Senator AnpErsoN, If you are entitled to come you are entitled to
come. e o ‘ : -

Mr. Rooke. Yes. S

Senator ANDERSON. ‘And miany of the Blue Cross 1(:rograms; don’t
‘have any. deductible, most of them, in fact, Do you think it is a fair
com arisontothisbijl? o e S
.. Mr. Rooge. I think that any contract of the kind that requires
hospitalization is necessarily going to have an influx of that require-
ment to get this, to receive these benefits. Our hospitals in our part
.of the country are. alreq,dg.;pyercrowded.: We have, in Richmond
-about, 4,00 hospital beds, but it is very difficult to:get a hospital be
now, : '
_ Senator AnpersoN. Allright. . _ ' .
. ‘Mr, Rooxe. Many, if not most, of the health problems in old age are
of a chronic and continuing nature rather than separate episodes of
acute illness, : o , -

~ Arthritis, heart conditions, respiratory difficulties; and orgahié mal-
functions, some or all of which seem to plague the advancing years of
most of us, require some sensible restraints on the part of the patient
.and a continuing regimen of drug therapy.to support the malfunction-
ing structure or.otherwise manage the problem. People suffering
from conditions of this kind need the periodic attention of an at-
tending physician and the pharmaceutical preparations their condi-
tion requires, A great many of these conditions can be and are sat-
isfactorily mtlna‘gﬁd‘i,n the patient’s own home. This statement is sub-
jectively proven by the countles thousands of such patients who see
the inside of a hospital only rarely, although they are victims of &
chronic disability for years, sometimes decades.
~ Wa believe the medicare program can provide a serious disservice
to many of these patients 1f its provisions demand they submit to
institutionalized treatment in order to avail themselves of the other
benefits of the program. We think the best interests of the pntient are
‘served by maintaining, insofar as possible, his normal living patterns.
Wa think. to the greatest extent possible, these older patients need to
maintain their status as funqt‘ignal‘rqem‘)ers' of their families. The
medicare program should put high priority on protecting such family
relationships. ' ) .. , .

We believe the attendlqﬁ physician should be the final authority
with respect to what justifies the best care for a particular patient.
Hospitalization should never take place as an administrative expedi-
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ent nor'as & result of direct or indirect economic.enticement, . Un-
less institutional care is actuslly required by medical circumstances
and confirmed in the judgment of the physician in the case, it repre,
sents economic waste and a gross disservice to the patient. .

The National Association of Retail Druggists urges the most care-
ful reevaluation of thismatter. . ‘

Ay . P

' i FAOILITIES AVAILABLE

It may come as a surprise to learn that despite our national popu-
lation ap})roaching the 200 million mark, the United States is stiﬁ fa
nation of small towns. The:1060. census listed only 130 American
cities with populations over 100,000. More than 30 percent of. our
total population resides in rural rather than urban areas and a diss
proportionately large number of older people live in the rural areas
than in metropolitan areas. This latter fact may be either a testi-
monial to the healthy, country atmosphere or the physical exercise
which farm- activities entail, but the statistics are clear: there is a
hiigher percentage of farmers-who are old than of bankers or pharma-
cists.. - S o ‘

Statutory entitlement to outpatient services in a medicare-acered-
ited institution will only be of academic interest, unless the institu-
tion is in-some reasonable proximity to its potential user. Travel is
one of the most difficult engagements for disabled oldsters. In a given
situation, faced with the alternative of twice weekly visits to an out-

atient clinic 40 or 50 miles away, or of admission to a hospital for

ed care, the patient might well choose bed care purely because it
would entail less inconvenience for the family and substantially less
stress on the patient himself.

" EQUALITY UNDERTHE LAW

Equal treatment under our statutes is basic to the American concept
of democratic procedures. However, treatment facilities are not
equally distributed across the geography of this Nation., Even grant-
ing that there may be sufficient institutions to accommodate all of
the medicare recipients who would wish to qualify as beneficiaries,
the difficulties involved in reaching the closest such institution would,
for some of them, be enormous. Some people have Eroposed the crea-
tion of specinlized institutions for the diagnosis and care of medicare
patients. The costs of such a program would be monumental in them-
selves, but the strongest arguments are to be found in the area of their
limited usefulness as integral elements in our national health facilities.

The National Association of Retail Druggists takes the position that
the most effective means for providing health care for our aged citi-
zens is to be found in making maximum use of existing treatment
institutions, professional practitioners, and ancillary services.

We believe that, except for the interdiction of Government as a
guarantor that economic limitations are not allowed to deprive our old
people of health services they need, all other considerations should he
dealt with, as far as possible, in the existing health facilities of a given
State, locality, or community. |

Such a procedure will save the program from chaiges of either man-
aging or unduly manipulating medical activity. It leaves the respon-
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sibility and the prorogatives for developing adequate health facilities
where they belotig, in'the‘hands of the people who aré in a position to
appraise drea neéds and array them against available econoinio, pro-
fessional, and- ‘¢ivic abilities from personal observation, experience,
a’nd‘invbfwmént;!'l" ERRRIS I B A cor A

s 1, Va

CONOCLUBION '’ . .. .It': vy ,otipr,

The National Association of Retail Druggists believes the Ameri-
can medical community has demonstrated & superior professional
ability and a laudably humanitarian concern with the health of this
Nition.. ‘We think there is no'lasting benefit to be obtained by. sup-

lanting the services of existing institutions with different kinds' of

nstitutions. We think there are né benefits to be gained, and substan-
tial hiazards to be calculated, in supplanting the attention of a patient-
selected pliysician with a program-authorized physician in a desig-
ndted institution, We believe that, second only to the services of the
physician himself, drugs are among the most important considera-
tions in managing the physical infirmities of the people who will
inescapably be known in the future as medicare patients. _

We believe existing hospitals, doctors, and pharmacies constitute
the first line of deféense against disease and illness of all kinds, at
whatever age it might assert itself. .

Finally, we believe that humanitarian considerations, economic reali-
ties and the best interests of the beneficiaries under this program,
support the idea of utilizing existing practitioners and institutions to
the maximum extent. Creation of additional facilities should be un-
dertaken only in the face of urgent, well-demonstrated need.

To thése ends the National Association of Retail Druggists urges
this committee and Congress as a whole to pass no law or adopt no
'grocedure which will unduly restrict patient choice or professional

unction. Since this program is prompted by humanitarian considera~
tions, it should assiduously shun the imposition of program mandates
for Eersonal desire.  If medical care can be extended to the aged only
t the sacrifice of their personal freedom, then the price is too high.
If this .{).rogxram intends to meet the familiar tests of economioc Te-
sponsibility, it should be painstakingly designed to offer the fullest
efinte&m of flexibility consistent with prudent management of public
s, : -

And, last of all, this program has the oplgortunity to make a positive
contribution to the overall health of our Nation and to the vigor and
viability of the American business system. To do so it must avoid
interposing functional classifichtions or geographic distinctions which
will unequally confer advantages on some while depriving others.

_Our existing health facilities are national in scope and f'propo -
tionally - distributed. Any national program in the field of health
should begin with knowledge and appreciation of this fundamental
resource and then direct its attentions to more efficient utilization of
the many elements which comprise the Nation’s health facilities, al-
ready extant. '

Senator ANDERsON. Doctor, yousay:

We think there are no benefits to be gained, and substantial hazards to be

calculated, in supplanting the attention of a patient-selected physician with a
program-authorized physician in a designated institution.
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- Do you'firid anything in the bill which says-a man cannot have his
own doctor? _ R PR
"My Rooxp. Idonotthinkso,Senator, ©~ - - o e

Senator ANpErsoN. What do you:mean by “patient-selected physi-
cian” with' & ‘program-authorized’ g![mysicl‘an’ # “You ‘can answer, you
have been identified for the record, Mr. Waller. . SRR

Mr, RooxkE. 'VKe feel that some‘of these older people have their own

hysiciang who havé been tréating them for years, and that they should
Ee allowed to be treated by that saine physician rather than those who.
nf%y bbdesi'iniited-by the hospital, R
L e,x;at_or NDERSON. What do you find in the bill:that would stop:
them¢:- . - . . : :

Mr. Rooxe., Well, weare afraid that there might be, some way, &
program-selected physician rather than a patient-selected :physician..
- -Senator ANDERsSON. Point to the'language, will you please. -

' Mr, WarLer, Mr. Chairman, actually what we are pointing out here
is that we are in agreement with the philosophy of the bill in the sense
it does not do this. : : :

Senator 'AnpersoN. Thank you. It was not apparent from the lan-.

fact by any means. Wae agree with'this principle.
Senator ANpersoN. Thank you, " P

guage. . , _
' Mgre ‘WaLLER. That was our conclusion. It was nota statement of

" Senator Bennett?
- Senator Curtis? _
..-Senator Douglas? R ‘
Senator Doucras. This point leads me to ask another question. - Yow
pay tribute to the humanitarian ;pu 'bBehind the bill, and then

you lay down a series of general considerations which you think ought
to be included, with most of which; if not'all, I find myself in agree-
ment. But somehow, you give the impression and the implication
that the bill does not meet these considérations. = - . -
- *Ag the Senator froin New Mexico has pointed out, the provision for
the deductible is intended to diminish any tendency to use the hospitals
unduly, and very-certainly there is a free choice of physician rather
than a dictated choice of physician under the supplementary plan: So
I want to come to another question. - ‘Do you support the bill in‘its
present formor are you opposed tothebillt =~ - e
- Mr. Rooge. We are in agreement with the humanitarian concepts:
of the bill, Senator. L ' L ’
Senator Douvaras. Sup you are & Member of the Senate. Would
you vote for the bill in its present form or would you vote against
the bill? The druggists are a very powerful force in the country not
only because of their good service but also because of the general in-
fluence which they have on their patrons, In the present form would
you vote for the bill ¢ o
- Mr. Rooke. Senator, I think, speaking personally only, I would vote-
against it in its present form. o ‘
Senator Douvaras: You would vote against it.
Mr. Rooke. Inits present form., - '
Senator Douaras, Now, let me ask you this question. Section 1861
(t) gives the definition of drugs and biologicals. You quoted it in
our statement. Do you find that definition satisfactory or would you
ike to have it changed ¢
47-140—65—pt. 2——4
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.Mr. Rooxe.. We were suggesting, Senator, some changes here, I be-
lieve, in our supplemental m&ort. . o
Senator Doucras. Yes. What apecific changes do you recommend ¢
Youinserted those with your testimony. .. . .. ... . . ..
. Mr. WavLger, - We are suggesting: there should be amendments to the
definition of dmgsand,b,iol%giqals;.;, I
- Senator Dovaras, Yes. But whattype of amendmei\ts? S
- Mr. WaLLER. We are suggesting that part of the language that is
there is:inclusive enough. ‘The purpose of the amendment, as we see
it, should be that the doctor should have the opportunity to prescribe
wimt‘drug,he thinks i3 necessary for his patient, e
-Senator Douaras. What is practically involved in this? Is this a
uestion of the brand names? Would you like to have the brand name
rugs included? = - - 4 e e
r. WaLLERr. Part of it may very well be the question of brand
names, as to the fect that if a doctor bolieves a certain brand is better
than a generic, that he may think of, then he should have the right to
rely on that brand. ) C ‘
Senator Douar.as. That is, to prescribe Anacin and Miltown? .-
Mr. WALLER. Yes, possibly, Miltown, Anacin. K
“Senator Douaras. Is it true that the contents of these brand name
drugs are identical with the generic terms used in the U.S. Pharma-
copoeia or the National Formulary? o Lo
fr. WaLrez. Well, there is quite a history based on. what ig meant
by therapeutic equivalents and generic equivalents. In fact, the
G‘:)vernment itself, the FDA, does not agreo that there is such a thing

as generic equivalent completeli. . .
§enator Douoras. Is it true that;the chemical composition of many

of these -preparations, such as Miltown, Anacin, and the rest, are

idex}ti;;al with the generic definitions given in the U.S. Pharma-
oeia, o : :

P Mr. Warrer. Senator, it cannot be answered on that basis alone.
Senator Douceras. Please answer my question, Is it true that the

chemical composition of these products sold under brand names is

identical with the generic terms as.covered in the U.S. Pharmaco-

coggrela? : s C : ,
- Mr. WaLrLer., Not necessarily completely because thers may have
been certain items in there, buffering compounds, certain sustaining
compounds, certain catalytic compounds that will make o difference
in the type of product that you are using. :

"Senator Douaras. Is Anacin, for instance—— |

Mr. WaLrLer. T do not know the exact composition of Anacin.

Senator Douaras, Isit not true that it is identical—

Mr. WarLer. With what?

: Senator Douaras (continuing). With the definition of a multisyl-
labic compound listed in the U.g. Pharmacopoeia ¢

Mr. Rookke. Senator, the Pharmacopoeia -allows a variation one
way or another, and the generic may be 5 percent in some and maybe
as much as 7 percent in some stronger, under or over, whereas the
brand names are standardized in strength. |

Senator Doueras, Is it not also true while there is either no differ-
ence or insignificant differences in the chemical composition, that
there is a tremendous difference in the price?
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Mr. Rookk: Yes, sir.. That is correct:in soime instances, o

Senator Doueras. In some cases the price df the branded article'is
10 or 15 times the price of the chemical compolind, isn’t that true? -

Mr. Rooxn There are a lot of physicians who adhere to.the brand
names, and personally as a hurmacnst, I have conﬁdence in tliem :

Senator-Douaras. Tra,dxtlons.' X

Mr. Rookr. Yes, sir, A personal note,«porsonally, myself I do, too,
if I am sick. I ‘want to be on the mark, not:a variation.-.. -

Senator Doueras, You are a regxstered pharmaclst are yout

Mr. Rookp. Yes.

Senator Douaras. And you ave.able to tell what the chemlcnl com-
positions of these compounds actually ave, isn’tthat true?.- .-

Mr. Rooxe., We could if we teok:the time to analykeit.. -~

"’ Senator Douaras, So you are able to:ldok bélnnd the brand namcs
You do not have to mix these compounds, do you? Coer

Mr. Rooke. No. parc

Senator DouaLas. You can purchase them wholesale C

Mr. Rooxe. Many of them, most of them, are already compounded

- Senator Dovaras. It makes a great deal of dlﬁ’erehco in price. You
have seen the comparisons. -~ -

Mr. Rooxe. There is also a great deal of dlﬂerence in the stability of
sonli)ela of these products, the lee of them, the brand names seem more
stable. -

Senator Douaras.. Isthe hfc of the: brand named pmduct longer than
the life of the chemical product?

Mr. Rooke. Yes. - ‘

Senator Dovgras. Have you proven that?

Mr. Rooxe. We have seen it in those preparations on our counters
where soime generic drugs become discolored or develop an odor, de-
compose to-some extent, we have.seen-that,

Senator Dovaras. Thankyou. . -

Senator ANpERSON, What you have said here is you ‘want that
tion taken out that permits approval by the pharmacy and rug
therapeutic committes of a hospital. You want only the’things
that ard in'the National Formulary that should be sold, isn’t that right$

'Mr. Rooke. We want the physicians to havo freo chowo of prescrlb-
m%those drugs he thinks his patients need.:
enator ANDERSON. You “fiot” Want the locdl hospltal to say any-
thing aboutit. -

. WALLER. We beheve that what you have in your deﬁmtion of
drugfs and biologicals, without the approval of the so-called pharmacy
and the drug therapeutic committee, is complete in itself. You may
decide that you want to elaborate on 1t1 but in itself you are saying
that most of these items are already inc uded 50 thero ig no questlon
about drug restriction.

Senator Anperson. If it is included, why does it hurt to mention
them again

Mr. WarLLer, Iam sorry, Mr. Chairman. :

Senator Anperson. If they are included why does it hurt to mentmn
:]hem a}{?m? Don’t you trust the ther apeutlc committee of a: smo.ll

ospita

Mr. Wavrrer. The compond:a listed in the bill limlts and ‘restriets
the use of drugs. The basic reason for the therapeutic committee is not
to determine whether a drug is good or anything else. They are trying
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to restrict & group of drugs that the hospitdl pharmacist can:@ispénse..
Thisis the point of the therapgutics committee, :™ . ... - i v ne

Senator ANDERsON.: What oes'the,language:megn?z The first part
says the National Formulary,does®t it 0 - - .- i . .00 o

Ml‘fWALLER. YGS."'»': N u i .).‘r’)""‘xf.<\"i o e, b
- Senator ANDERSON. Or as are approved: by the pharmady:and drug-
therapeutic:committes or- equivalént committee’ of the medical staft’
of the hospital :furhishing\suoh‘dru‘ﬁb and biologicals. So these'are:
extra things.that are not in the formulary as long as they are approved
there, isn’t that right ¢ T
-~ Mr, WarLer. Wellyin buropinion—— .- .~ . SEREN [EERTRE

Senator ANperson, Will {ou laase answer the question.

Mr. WALLER, - am sorry, I did not hearit. - . . . .. .
.. Senator BeNNETT, May Iiask a question; Mr. Chairman? Is the-
purpose of an approved list in & hospital to restrict the variety of more-
or less identical item which the hospital pharmacy must carry so that
itgo wil?l have a much smaller stock than:would Be available in a:drug’
gstore RO R P ‘ ; . . : o : P

Mr. WarLer, Thatis definitely one.of the purposes, yes. In other
words, it creates a double standard in the hospitals against a pharmacy
which is required to carry a complete, full line. -, - ..

Senator BENNETT. It seems to me there is an economic factor here.
The hospital does not want to carry a complete list, so they restrict the:
list for the sake of their investment.: . - S :

Mr. WaLLER. Yes,sir, B ST o

Senator BeNNETT. And to the extent that that is.the reason it s¢ems
to me it should not be supported:by-this. principle of law. In other-
words, a physician should not be denied'the right to.cliange a particu-
lar medicine simply: because the ‘hospital decides it does not want to:
caﬁ_y that mnedicine for economio reasons. - S

r. WaLLER, That is very well said, Senator. ~ .

. Senator ANDErsoN. I.-hope you ‘examine it because you just got
through saying the opposite of what you believe, C '
- Mr. WArLLER. Pardon¥- - B T
. Senator ANDERsON.. Ydu believe we should tdke out that part which:

ives the drug and therapeutic' committee a: chance to include the
thingsnot carried in the formulary$ -~ - = .= . = . Lo

- Senator BeNNETT. It is the other wayaround. - -~ g

Mr. WarLer. We are suggesting that you take that language out.
~ Senator ANpErsoN. :‘When you thke it ‘out; you!therefors put it-back-
to thé things in the formulary ; isn’t that right ¥ SR

Mr, Warter, It will be back so.that the drugs and biologicals can
include anything thdt the doctor may préscribe. We want the doctor:
to have complete freedom of choice, and we do not want the hospitals
to be in a position, or the institutions to be in a position, to restrict
the doctor or the hospital pharmacist for that matter. in this particular-
picture, s

Senator ANpErsON. I wish you would read it again some time be-
cause some of the doctors think the reverse. This says-you can only
take those things which are in the formulary or in the pharma-
copoeia, and then it says or those that are aplproved by the pharmacy-
or the drug therapeutic committee of the medical staff of the hospital.,.

| P B
M R D B B 3 S IR TS
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:and you are sayilig they are'not to be allowed to do these things, take
the'medical:staff out,'and just:things that are in the formulary; isn't
‘that what youare saying in your améndment{ S o

- Mr. Warrer.- Mr: Chairman;:the basic purpose of this language, as
Tsopitiets: v o oot Thn oy e

- Senator-ANDERSON. Never mind- the basic:purposé; isn’t that whet
youaresaying inthisamendment? .. . . =~ e :
~Mr. WaLLER, ‘Correct ; T agree with you.: : S

Senator ANDERSON. Allright; thank you. ' o

‘Mr. Warrer. I amsorry I did not hear all your questions, -

Sonator ANDERSON. Arethere other questions? . - - ~

Mr. Rooke. Mr. Chairman) this committee does not comprise the
-entive staff of the hospital. ‘This committee, which decides how many
-drugs can be stocked by the dispensar{, does not reflect the opinion of
-all the physicians that visit the hospital, * o o

Senator ANpERSON. ‘Ave there additional questions? Thank you
‘very much, Lo L -

Mr. Harlow. - : SR

STATEMENT OF ARTHUR H. HARLOW, JR, PRESIDENT, GROUP
" HEAUTH INSURANCE OF NEW YORK, INC.

[l

M. Harrow. Mr. Chairman and gentlemen, I am president of
Group Health Insurance of New York, Inc., known ss GHI, the
largest independent, nonprofit medical care insurance organization in
the United States that offers its subscribers free choice of doctors, We
now ins];nre almost 900,000 pecple and process more than 40,000 claims
perweek: - .. SR Co . \ '

'We are a consumer-oriented plan. Our bylaws require that no more
than half the members of our board of directors may be doctors. We
have successfully served for 27 years as a quasi-public intermediary
between the buyers and providers of service. S z

I am pleased to testify in favor of the bill now before your com-
mittee. We recognize that private plans have not been able adéquately
to finance the medical needs of the aged. GHI, over the years, has
made a number-of special provisions for the aged-but these have not
been enough. - Financial resources of those over 65 are obviously inad-
equate. - Involvement of the Federal Government is essential. -

qWe hope, furthermore, that just as the original social security pen-
sion allowances stimulated the dévelopment of private pension plans
the bill before you will foster urgently needed, comprehensive medical
care insurance in the voluntary area—not only:for those over 65.

Naturally, we do not' believe that the bill as submitted is perfect,
nor for that matter, was perfection probably true of any other legisla-
tion that was originally introduced into a new field. :

Wo believe one needed improvement is the inclusion in part A of
certain in-hospital specialist services, as recommended by the Secretary
of Health, Education, and Welfare. In addition, we regret the exclu-
sion of preventive medicine and the inclusion of coinsurance and such
a substantial deductible. The purposes of comprehensive medical care
insurance plans has always been to eliminate the financial barrier be-
tween the patient and the care he needs. A deductible is just such

a barrier.
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- Most-important,; howeveryid our conviction thpt, if this government
program:is: to. funétion -at- its: highest :possible. level of usefulness,.it
should make maximum use of.the strengths of: the.private: sector,
Competition amiong. private plans hagresulted: in' progress: toward
control of costs, ﬁrevention of overutilization, and prompt effective
administration. : Medicare should profit from ¢ontinuing competition.
" In section 1842, the bill provides that-“the Sec¢retary shall to the
extent possible enter into contracts” with (“carriers”.to adininister
part B. What may ‘not_be:clear. and what:we hope: gour; ecommittes
report will clariffv» ag & matter of legislative intent, without necessaril
amending the bill, is thiat the Secretary should deal where possible wit
more than one carrierin a given geographicarea, © = ... i
.There would be many advantages to competition between:carriers
in an‘area. .. First, yardsticks of the cost of administéring benefits can
be created. . For example, judging by reports filed with the New. York
State Department of Insurance, 1t costs GHL.-about half what-it costs
its local nonprofit competitor to process a claim. T
Second, by using experienced carriers, existinF rocedures for the
control of overcharging and overutilization would be included-in the
Fedortl ProgriamaliiT % S0oiiidn 07 guUu cnd uyn L in
To illustrate; GHJuses-electronioinachinery to.chegk on the number
of services for which payment should he made according to standards
established for each diagnosis.. Specialist consultations are arranged
in'*quebtionable cases.. ;. .o e ol
.- Most - important, more than 10,000 doctors have agreed to limit their
fées to the moderate amounts. paid by GHL ¢ Such existing arrange-
ments will limit fee levels more effectiv_elg than:will the mere phrases
“reasonable costs” or “reasonable charfes now in the bill. Consumer-
oriented organizations have historically been the most vigorous and
effective \in developing techniques to maintain control of: costs.
_That competition among carriers is administrativély practical is
Froven by the large number of sich programs »alreac:lgrin effect.: A
ist of some of the larger choice programs.in which GHI participates
is attached. More than 750,000 people in the New York area are in-
oluded. Of greatest interest to the committee, perhaps, is the inclusion
on that list of the Federal employee program,-as well as.those of
State and. city employees. So far ss we know, in every case where
choice has been offered, it has worked out to the satisfaction of all
concerned. . . .
GHI is only one plan and New York is only one area where com-
petition between establishedl, substantial, and experienced agencies is
possible. 'We hope that ycur committes will recommend that, wher-
ever it can be done, these irdependent plans be incorporated into the
program. Administration of part B should not be turned over com-
pletely to representatives of the profferers of services, like Blue Shield,
or to the commercial insurance industry. The independent, nonprofit
plans will bring to medicare the beneficial results of private com-
petition. : S S g ' |
(The attached follows:)
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GEour HeALTH INSURANOE; INO.—L1sT OF LARGER GROUPS WITH OEOICK PROORAMS
SRS RIR L SR P 5 S & O S S FE A SO A
. Eederalm,ngipyeg&m S ool SRR
NewYOrk tatepmployees' T I TP L SARRER
-New: York ‘Olty employeed. ' .\ -ir. o L e
oNew-York Post.:: 5 .l Lo oL T e L
Helena Rubenstein, Inc,

}.gha;iémer‘iegg,uws%‘lns- Chwia e
ot industey.’ Lt o LB AL E C . o o .
LAM.,, district 15 welfare fund(iMachinists Unfon), ~ -~ : . . “#. 10§05
-Palnfing-industry insurance fund.- . .- .. L0000
< Milk-industyy welfare fund. . . .. . . o L0 L
. dce cream industry welfare fund. oo T
" 'Brewers  Board of Trade, Brew¢ry Workers welfare fund, = :

Actors. Equity insurance fund, .~ - ‘oo SRS S A
* Tron Workers weldaxe pension fiba. 1

ron . . IR Y B P ST S
"' Office 'li?rﬂ'%;éeé‘lﬁtérhatldﬁal' Unioh, 'Local 163 welfare fund.
- Senator ANpErsoN,. Thank you,Mr:Harlow. ... ., .. ... . .
.. Were you here earlier when we werg talking about the experience of
insuranca companies when Mr. Eddy wason thestand¥. ., = = =

Ml'. HARI‘OW'Y&ISir' T T U T S R TV RS 0 A PR
¢ Senator AnpersoN. I do.not:think you have time to do it now, but
18 there any possibility that;you might take a look at part B and give
us_your.estimate, as to. whether. or, not the premiums to be provided
a;e‘ adequa;:e for the service to be rendered or is that outside your field
of activit; TP S :’._:;;;.i:“'

Mr. Hgnww. No, sir; I think I.can speak from a good deal of ex-
perience. The benefits of our plan cover an unlimited number of doc-
tors’ visits to the home,.as well as patients’ visits to the doctor.. There
is one variable in this bill that is pretty hard to.predict, and that is the
lovel of fees,.. Qurplan.}l:ays $4 for an office visit and, de for a visit to
the home, If those are the fees to be paid, $6 per month is plenty. - If,
however, the fees that are payable under this bill go up substantially,
then there may be some question as to whether the $6 is enough or not.
But if the fees remain at anything like this level. on the basis of our
experience, the hundreds of thousands-of people paying for an un-
limited number of home and office calls and-ambulatory’ diagnostic

S gt

B T
§

LY

visitg, the $6 is adequate. S , _
Senator ANpErsoN., Thankyou, == = . e
Ang&t;bsequent ideas you have on that we would be very happy to
have'be¢ause you are sex“ving a great man'f people, and I understand
serving thém very well, and I would be happy to have anything if
you haveany informationonit. , .. = =~ T
Mr. Harcow. I would be glad to send you our experience on it.
Senator ‘ANpersoN. It would be very useful, I think, to have,
Senator Corris. May I ask one question - .
Are most of the people that you insure employees? =
. Mr. Harcow. Yes, sir; we only.enroll employed groups. When peo-
ple'leave those groups they can maintain their insurance on an individ-
ual basis, and we have many thousands. of retireces who have left
employment, o h L o
- Senator Cormis., Thatisall. .~ - . C
Senator ANpErsoN. You ‘mentioned the fact of competition. ' Do
ou compete for these groups you now have covered like American
ews, taxi industry, machinists, and so forth ¢ : e
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*‘Mr, Harrotr. All those 'groups that.are listed thers, sir; each.ins
-dividual member of the group has a choice of carriers, The two most
recent in New York, the taxi industry, where we competdd against the
Thealth insurance plan and Blue Shield, and -we. %ot the most of the
three, then the city ems&lloyees of the city of New York, where we got

“twice as many as Blue Shield. T

Senator AnpErsoN. Now then, when this group was up for bidding,
-did HIP submit a bid:and did yousubmit abid also®-- ... .-

Mr, Harrow. We all offered—they have a choice of thregﬁ;ansias
described in centrally designed literature, 'They can huy 1P, Blue
Shield, or GHI coverage. .Of the individual members of the last two
groups we have gotten substantial majorities, .. = . . -

Senator ANpErsoN. And you are suggesting wherever it is possible
to get cgmp,etition and bi,d({ing_fo;"thxs service thers should be com-

etition ' ' L ' '

P Mr. Harrow. Absolutely. ‘-TheSefgroups should be open to choice.
As a'rule, choicés are opened again for group members every year or
& year and a half and the fact that the insurdance carriers are on the
spot, I think tends to mnke them peform more effectively.

Senator ANpErsoN. Iam not trying to commit the committes on this,
but would you mind sending down to me thé bidding on'thesé two con-
tracts that you ‘mentioned whére you and HIP and Blue Shield
competed ? o o '

r. Harwow. Certainly, sir.

Senator AnpersoN. I would appreciate it.

Mr. HarLow. Very glad to. o

(The following letter was subsequently submitted  for the record.
The attachments referred to in the letter were too voluminous for in-
clusion in the printed record and were made & part of the committee

files.)

Group HEALTH INSURANOCE,
New York, N.Y., May 14, 1965..
Mrs. Er1zasrTH B. SPRINGER,
Ohief Olerk, Senate Committee on Finance,
New Senate Office Building, .
Washington, D.O. .

DEAR MRs. SpRINGER: Thig letter, and the material attached hereto, is for-
warded in response to specific requests made by Senator Anderson during the
testimony of Arthur H, Harlow, Jr., president of Group Health Insurance of
New York, before your committee on the matter of H.R. 6675. It is being for-
Brlarded by me at Mr. Harlow’s request, because of his current absence due to

ness. :

Two specific areas of information are covered :

(1) Examples of the kind of materials issued to eligible subscribers enrolling
in cholce-of-plan arrangements, satd materials being those issued to employees
of New York’s taxi industry and to certain employees of the city of New York.
It is expected that the city group will shortly include all of its 290,000 employees.

(2)° Based on experience undér our comprehensive plans, an indication of why
we f%el that the estimated $6 a month cost, for part B of the prograrm, is actuarily
sound. ‘ : L .

With respect to (1) above, the attached packet of materials include the cov-
ering instructions'and descriptive brochures which were distributed to members
of New York City employee group. ‘ . . ~ '

Alsgo included is the GHI brochure used in the taxi industry situation. The
descriptive materials issued in that case by the other participating medical
plans followed the same general format. , ‘ :

In both of the cholce situations mentioned in Mr. Harlow's testimony, and
referred to in the material enclosed, GHI's program was chosen by a greater
number of enrollees than the plan offered by the local Blue Shield organization,



S0CIAL SECURITY 679

We feel that with appropriate adjustment, this cholce-of-plan technique would
be administratively applicable to the part B section of the medicare program. :

With:respect to item (2) c¢overing the cost question, the following is subm,iAtvted :

The ,hlghegt cash claims level of any of GHI's retiree groups produced an utili-
zation 1evel of $77 per afinuin per capita, svhich approximates twice the level of
use for our typlcal employed group utilization. n . ST

In order to make the most conservative estimate, we assume that the medicare
program part B. utilization level would be approximately 214 times that of our
active group, or approximately £100 per annum per capita. , s

We estimate that thie cost of those benefits ‘again pe most conservative, which
are included In part B, but.which are not ordirdrily part of our medical program
(hospital costs for psychiatric care, home-care benefits, and benefits for certain
prosthetic appliances) to be an additional $15 per annum per capita. = .

From this total cash claim cost of $115 we deduct $356 /rather than the full
$80) which represents our estimate of the cldims cost saving resulting from the
part B deductible provided in the bill. e : .

The remaining $80 per annum per capita cost, which is the product . of an
initially conservative estimate as to the value of benefits and a comnservative
application of the deductible, can be further reduced as'a result of the 20 percent
coinsurance feature, leaving a net cash claim cost per annuin of' $64 per capita.

Allowing for a 10-pércent charge for administrative costs, the result is a $70.40
per annum cost or $5.87 per capita monthly. T .

As you can see from the foregoing, assuming that doctor services are rendered
at the schedule of fees outlined in the attached GHI brochures, the §6 per month
cost estimate 18 sound, ‘ “ :

Let me extend, for Mr, Harlow and our organization, our appreciation for the
courtesy shown during his appearance at your hearirg. If we can he of any
further service or provide any additional information, we are at your dispoeal.

Sincerely,

JorN CO. MCOAERE.

. Senator ANpErsoN. Senator Douglasf - o

- Senator Douaras, I was much interested and greatly gléased by
your endorsement of the recommendation of Secretary Celebrezze and
others that the costs of the hospital services of medical specialists,
the pathologists, X-ray men, physical medicine services, doctors,
and anesthetists, bé covered under the basic hospitalization pi:m where
the hospital normally includes these costsin its bill.

Some weeks before Secretary Celebrezze testified, some of us intro-
duced an amendrent to provide for this, and I would appreciate if you
would look it over and see whether it meets your approval. _

Senator ANDERsON. You know what is in the Douglas amendment,
do younot? - '

Mr. Harrow. Yes. - ‘ ‘ j g A
. Senator ANDERsON. It restores the origihal King-Anderson lan-

uage. : N .
g [v. HarLow. I think it is a fine amendment.

Senator Douaras. You approveit?

Mr. Harrow. Yes,., = -

Senator Douaras. I notice that one of your patrons is Helena Ruben-
stein, Inc. Thisisan organization which is highly conscious of beauty
apd health, isit not ? , N ‘

+ Mr. Harrow. Ishould imagine so. .

Senator Douaras. And "the em}:loyees of that organization sell
beauty and health to the women of the world, isn’t that true, sir?

Mr. HarLow. Yes. |

Senator Douaras. It sells them to the affluent women of the world.

Mr. Harrow. Yes. sir.
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.. Senator Douaras. What proportion: of the.employees. of Helena
Rubenstein subscribe to your group health inzurance’plan? =~ - .
~.Mr. Harrow."A ‘rough guess, somewhere hetween 85 and 90. .

., Senator Doveras, So that they, having looked the field over, put
‘their bets on-Group Health, is that right? L : A

- Mr. Harvow, It is a nice way tosayit;sir;yes. =~ . . .

- Senator Dougras, Ithink'itisa veryeloquent tribute to you. -

- Did you hear the testimony of the very fine gentleman from Rich-
‘mond representing the Ametican Retail Druggists Association,sir? . .

.~ 'Mr. HarLow. Yes,sir. :

Senator Douvoras. In his supplementary statement, he wanted to
have brand narhes prescribed by physicians more or less mandated -
into the drug section of the bill ? : CL
- Mr. Harvow. Yes,sir. S e
 Senator Doueras. Do you deal with hospital insurance or just medi-
cal and surgical? o L

‘Mr. Harwow. Currently gust for doctors, not with hospitals..

. Senator Douaras. Would you care to express yourself on this ques-

tion, or do ybu'reﬁard*ib_as'outside our fleld of competencs, sir?
"Mk, HarLOW. es; e have no direct expericace with this problem:,
- iSenator Douaras. Thank IZou verymuch. : L

Senator ANDERsON. Thank you .very much, Mr. Harlow. .. .\We shall
‘expect to héar from you some more,: ST e

r. Cullent .-

STATEMENT OF GEORGE L. CULLEN, CHATRMAN, HOSPITAL TASK
. FORCE, COMMERCF, AND INDUSTRY COUNCIL, GREATER, PHILA.
' DELPHIA CHAMBER OF COMMERCE, PHILADELPHIA, PA.. ...

Mr. Couien. 1 amﬁngrg!;a L. Cullen, superinténdent of personiel
administration of the Strawbridge & Clothier, a complete department
sstore organization of approximately 6,000 employees in 7 locations.
It is as chairman of the hospital task force of the Greater Philadelphia
‘Chamber of Commerce that I am speaking this morning, o
. Qgggm,zed,,’(;“y‘,ﬁ:}‘rs ago, because of alarm’over the rising costs, of
medical cate in-the great Delaware Valley of Pennsylvania, the task
force during recent years has periodicall called‘ct)mbinedll{xeet}n’?é
with the top officers of the Philadelphia County Medical Sociéty, the
Philadelphia’ County Osteopathic Society, Blue ‘Cross of Greater
Phi]ade]Bhia, the Delaware Valley Hospital Council, and the Hospital
Survey Committee. - Through its task force the ‘chambe'ﬁ has ur
and supported various recommendations,:including hospital titiliza-

“tion committees and Iongitem nursing institutions, to help assure'good

medlical care at reasonable dost. - The work of the task force Wiis rep-
resented Inst November ih the printing and ‘distribution of 14,000 cop--.
ies of a 16—paie‘booklet"‘(copy_ attached) . outlinjhg ' steps’ Yﬂn‘g
physicians and hospitals could each specifically’ take to help’ achieve
adequate tedical care at ‘-reas'gngblé‘ ‘cost. The booklet hag received
national recoguition.’ “We bélievs ‘weé have an informed’ opinioh ‘on
the subject mattor of LR, 6675, . 0. oo

- "{The booklet referred to follows:) -~ = '~ 7 " o,
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HOW YOU CAN HELP HOLD DOWN THE RISING COSTS OF HOSPITAL
CARE :

A Peraonal Appeal From the Greater Phuadelphla Ohamber of Commerce Hoapual
‘Toask Foroe :

XNDEX
Errorrs TO SoLve IT

The utilization’ (or bed -ise) committee.
Preadmission testing (workups before admlsslon).
‘The 7-day hospital week. it
. Hospital services in the hom

Transfer of atlents toa convalescent faéllity

The use-analysis ram

Community plann ng n hoepltal construction.

Summary. = . L
What the trustee, admlnletmtor. nnd Joetor can do now.

The Problem,

i

‘HOBPITAL TABK rom or 'I‘HE OH’ALIBEB oF OOHKEBOE or GBEATEB PHILAD!LPBIA

Chairman, George L. Cullen, snperlnbendent of personnel adminlstmtlon, Straw-
bridge & Clothier. . ‘ '

Arthur R. Boyd, personugl manager, B. F. Houghton & Co. =~

Frank R. Cadman, director of personnel, Temple ‘Universlty Medlcal Qenter

George E. Deminyg, Jt.; petsonnel manage st Hospital.
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'The purpose of this booklet
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* The hospital task force of the Chamber of Comhierde of Gredter Philadelphia—
composed prineipally of leaders from business, working with representatives from
the hospital and medical community—has been studying the problem for 6 years.
They fully appreciate th¥ two basic reasons why hospital cdre today must cost
more than it did a decade or even 5 years ago.

They recognize that (1) higher costs must attend technical advances in medi-
cine and surgery; (2) hospital people sliduld recelve decent wages. We can't
turn back the clock here—nor would we wish to, e

But additional factors generally viewed as contributing to the growing bulge
of the patient’s hospital bill can and should be managéd, Briefly these are—

(8) Unnecessary hospital admissions; (4) faulty, inefficlent use of hospital
services or days of stay due to poor scheduling or weak handling of the patient
case because of adherence to outmoded “system.” ' e e

(6) Ineffective employment and deployment of the hospital’s army of unskilled
help. Too often this is responsible for the rising ratio of Personnel ‘to’ beds.
(“YLet’s hire a half dozen more” is not always thé answer: “Let’s better train
and use the people we have”’ makes more.sense in ic\(xigtin down Q.f nsive turn-
over,) (6) Unnecessary hospital construction and in erinstitutional rivalry
that results.in duplication of services in the community. ' .. - :

A time for new concepts .

L i R T ot i .

The chamber's hospital task force has been impressed by, the wealth of new
ideas abroad in the hospital field today, indicating that leaders are alive to the
costly effect of the ahove-mentioned factors and are trying to take all praectleal
measures to contro! them, , These leaders are developing,n_qw concepts of han-
dling patients. They are introducing interesting practices and administrative
{nnovations, all calculated to conserve community heaith dollars. . They are lend-
ing ear to helpful suggestions made by authorities swho devote all their time
to the complexities of rising hospitalcosts, . .,; - . = .. -, . )

True, some of the programs are hardly above the experimental level. But
many others have been amply fleld tested by now and hold great promise of
whittling away at one edge or another of rising costs.

N

This booklet has been produced in the interest of the community, and particu-
larly the business community, It offers a brief résumé of some significant cost-
control programs developed here by individual hospitals and their doctors with
the actlve support of the Delaware Valley Hogpital Council, Philadelphia County,
and suburban county medical socleties, Philadelphia County Osteopathic Soclety,
Hospital Survey Committee, Blue Cross, and Health Imsurance Council.

- All of these programs can be achieved without detracting from the quality of
hospfital care provided—in fact they should improve it. . . oo

Can any of these measures be applied effectively at your hospital to help slow .
down increases in costs or eliminate unnecessary use of services? We're not
certain.. We're only certain that the problem is & very serlous one and none of
us can afford to ignore any ideas or possibilities that can help stabilize the
costs of hospital care. ‘ . )

HOSPITAL UTILIZATION (OR BED-USE) COMMITTEES -
- A bed-use committee 18 an official group of- doctors from the medical staff of
each hospital who check to assure that each day. of care in the hospital is med-
{cally significant to the patient. . They see to. it that delays In needed services,
procedures, and final discharge areavoided. - . - .. ... . ... L
- The introduction and success of this program rests almost entirely on a hos-
pital’'s medical staff. . Its committee may be composed of up to.a dozen doctors
who work along with administrative representation. Gaining medical interest
and understanding usually grows out of informative meetings of physicians and
hospital administrators that lead to an appreciation of this fundamental question :
“What is the best way to. give every.patient.in.the hospital all the care he
needs while avoiding unnecessary admigstons and unneeded days of stay?’ . .

What a bed-use commitice docs e €0 et Y e
Though the actual system may. vary.:among hospitals that adopt the bed-use
comn:‘!r;;iee device, this basie course is.£followed under the committee’s continuous
supe om: i . R T TR P NPT R S P ) I SRR R
- 1.:All -admissions are subject to:.review from .the standpoint that no’patient
should be In the hospital on any day not medically necessary. If his case counld

i
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be handled properly gn an out-patient basis, in a doctor’s office or in a hospital,
his dollars (including those hf y8 for insyrance) should not be wasted on
needless occupancy of ahexpens ve facility. c :
2, At admission, each case is evaluated as to type to see if it is an emergency;
urgent, or elective,- . Priority is assigned accordingly, : This means the hogpital’'s
beds will be occupled first by those whose need is greatest. e
8. When a patient ceases to be.an ‘‘acute cgse” he should leave his hospital bed
for a less costly, nonacute facility, such as an approved nursing home, a home for
the aged, or his own home—perhapg under the hospital's formal home-care pro-
gram if hig condition requiresitf, .- .. . R .
Medical teamwork can e effeotive ' - ! L e o
Here's how the utilization committee operates. First, it scrutinizes all admis-
glons to make sure they are warranted. Thereafter, at some hospitals, review-
ing teams of doctors, assigned on a rotating basis, 'make a daily check of patient
medical records. to.ascertain whether gervices are being promptly rendered and
" wisely used and that stays are not needlessly prolongeg, These physicians may
question a case and make recommendations. If the doctor in ¢ @ of the case
dlsagxi%tes, provisions are avallable for review with members of the utilization
comm €e. . L co by ’ v X : - ;
State and local medical and osteopathic societies have officially endorsed the
desirability of establishing s bed-use committee as an integral part of each
medical staff at all hospitals. Here the Philadelphia County Medical Soclety
has applled itself diligently to the creation of such committees in every hospital
The Honorable Arlin M. Adams, Pennsylvania's, secretary of -public welfare,
acting for the. Governor's hospital study commission, has urged that such pro-
grams be quickly adopted. . - - o ] -
Hospitals where such committees have been set up report varying degrees of
success in holding the cost line and eliminating wasteful practices, .

Medical soctety commitiee will assist . . » . o
If your hospital bhas not yet introduced this promising program you should
give it your most careful consideration at this time. Dr. William Gash, chairman
of the Philadelphia County, K Medical Soclety’s Hospital. Utllization Committee
has been holding periodic meetings with physician representatives of utilization
committees throughout the areq and would be glad to explain how such a com-,
mittee could be established at your hospital. . Dr. Gash can be reached through

the Philadelphia County Medical Society. B P -

PREADMISSION. TESTING - (WORKUPS BEFORE ADMISRION) :
Ordinarily, doctorg order a number of testy for thelr patients hefore hospital
treatment or surgery. s undertaken; X-ray, blood chemistry, urinalysis, electro-
g;udjogram._‘?t cetera. .Scheduling-and performing. these studies are often quite
me consuming, . ) - o
Tests do not begin customarily until after the patient:-has been admitted to
the hospital. .Thus the patiént may occupy a bed for several days, leaving his
room only now and:then: for a test untll diagnosis is completed. . For each of
these days, hospitals in Greater Philadelphia chayrge an average of $41.16. ‘There
is evidence that needless bed occupancy is contributing substantially to the cost
of the averago hospitalicase., . . . .- . : e -

Outpaticnt teatalowerdogty . . /' ' T T e iaes 0
While it i3 true that some required.tests must be performed under controlled
conditlons, it s equally true that many examinations can just as accurately be
made at the-hospital on ap outpatient basgls & day or two before actual admission..
This eliminates useless, cgstly bed occupancy and unnecessarily prolonged stays.
and generally warks to.the convenleuce aud financial advantage of the patient.
..Some thoughtful hospitals-here have.already introduced a program that, as
a matter of couree, calls for pregdmaisgion testing of patients whenever practical..
To cooperate, Blue Cross and private insurance companies make special arrange-
ments to cover pretests on the samr basis as after hospital admiﬁon, o
_As was indicated in stating the problem at the'b ng of this booklet,
one prime factor coatributing to rising hospital costs (by prolonging stays un-
necessarily) ‘are ‘some wasteful days of patient care due to.defocts in the hos-
pital’s system; dér general routine. - This iacludes, for fnstance, fauity scheduling.
of ‘diagnostic tests and'examinations and delays in their performance, Pre-

Toaty e e s e Dy e e T e
Lo Tl sttt ey pueelyr o e T g e g T T T T T
S T I S ST N R ' o 247 N [ e .l.x wode Sornn ,.,.;~|,'§ Toay e e
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admissfon’ test ag}qmﬁtléaly‘fup;nptees that this kind of delay won't extend a
patient’s stay since the tests were altcady completed béfore the stay began.
Pretosting holds promdse . - .- - . - oo C o

* Theé Bvening Bt‘:llétin;‘editdrially hasg called preadmission'testing the “potential
key to solving a problem for which Philadelphia is justly infamous.” It referred
to ttie fact that the average length:of a hospital stay here is one of the highest
for any metropolitah area in the ¢ountry. - e o
“'Thére 18’ every hope that' thie general practice of preadmission testing:can cut
average length of hospital stay in our community to conklderabledegrée and
bring it in more favorable comparison with other metropolitan areas. - Is your
hospital looking into the possibilities of this program? . ‘

R

‘ THE 7-DAY MOSPITAL WEEK

“‘Bxcept in the handling of emeérgency cases, many hospitals on Saturday and
Sunday all but close down important departmeénts—such as operating rooms and
those providing X-ray, laboratory examinations, and other vital antelllary
gervices. What amounts to a 5-day week is the general rule,

Unfortunately, as some authoritles are now pointing out, this practice does not
provide the most efficlent use of the most expensive part of a hospital's facilities.
Many patients are admitted to the hospital, on the order of their doctors, on
Friday or Saturday, even though the necessary tests they require are not gen-
erally available until some time oh Monday morning. ' ’

Not just your chamnber of commerce's hospital task force by those closer to
hospital and health economics havé become Incereasingly concerned about this
costly situation with hospital charges alrcady averaging over $41 a day and
continuing to rise:" ‘

Stz-and scven-day weck spreading i
_ Eight hospitals here now operate regularly on a 6-day basis. Another has
found tlint by changing from a 5-day week to a 6-day and finally to a 7-day: week,
It has 1ot only saved- money for patiénts but gained income for the hospital as.
well, It even schedules weckend surgery. ' No longer does valuable equipment,
dosting nifiny thousands of dollars, lie 1dle for 2 days every week. No longer are
there Monday morning Jam ups in‘the operating rooms, laboratory and: X-ray
departments. No' longer:are'the. patients remalning in bed over the weekend
walting for Monday’s action. s

What's more, this hospital has not only leveled off “the peaks and valleys” of
its services but it makes bétter use of its personnel and has avoided the need for
adding additional help in the expensive, turnover merry-go-round described
éarller, a ]eading factor In rising hospital costs. Just as'important, it circum-
vented a need to construct new facilitles, now unnccessary. Last year-it in-
creased 1ts operating budget by 500,000 at no Increase in patlent charges.

Adaqditional.benofits of fonger workiweek ., - . - : : o
Flospitals sufferinga chronic “waiting list” problem should find extension of
their active working week: edpeclally beneficlal. .. So.would the cause of wise
bed use, .tince too often the B-day week in such 'institutions resulits in “bed grab-
bing.” :As doctor may ‘call ‘his patlent on-a Friday to say, “I know you didn't
expect to enter the hospital until next Monday, which ordinarily would be better,
but I can get a bed for you this Saturday or Sunday and suggest you take it—
qtherwise you run the chanze of not being admitted for another week or two.””
Thus ntiseés another case of the ¢ostly and useless ‘0st weekend” In the hospital.
"The 7-day program appears to be particularly applicablé to hospitals with over
200 beds, for'in'these the employee workweek'can be “staggered.” - While it is not
diffi¢ult to ‘tonviiice’ doctors ‘of thé éfficlency of the 7-day week, good communi-
cation-with the employees: is eébsentlfl in developing such a-program. In the
hosplia¥ teférred to, employeus continued to work an average 40-hour week,
recelved A moderate fiicrease n-wages, and were guaranteed a stretch of 4 con-
tlhuous’(lays"oﬂg‘?ghmt)nth.‘; LoD e L :
Advanced thlnkfng‘ja\.gqacnt{a,l,v- ‘n SR RN
‘Docesn't this seem: the type of programing that can help reduce costs and
beighten efficiency, improve the quantity and quality. of medical care, and lower
the average length of patient stay in almost every fairly large hospital here—
perlinps yours? :The:business community is counting on your sppport and.
encouragement of each and every progressive measure that will lower hospital
costs for the patient and tend to preserve the freedom of hopltals and medicine.

i
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OSPITAL BERVIOES IN THB IOME

;Séme large hospitals n Gréater Philadelphia have started pilo't programs tiha't';'
gal:e Lotter use of thelr facllities (thus avolding unneeded construction).by this:

evico: o o - ‘ .

When it 1s determined that a patlent no longer benefits appreclably by occupy-.

lng.g hosgfm}itg;;lbed—almqugh he stlll may require some hospital-type services—-
ho i8' dléchargéd.: Then; hospital and nursing services follow him into hils own
home, " Under this program, where homé care 13 applicablé, Blile Oross continues’
to blrdyide,beneﬁts as the patient leaves the hospital for this less expensive
servlice. =~ ’ ‘ o :

“Tho cost of at-home care, no matter twho is paying for it, is bound to be approxi--
mately one-quarter or even less of that for inhospital care,

The patient benefits, too .

- What'’s more, there are other advantges of this program from the patlent'a
point of view., The relaxed, less regimented and familiar environment of his own
home often hastens recovery. Prolonged hospitalization is dlsturbing not only to
the patient but also to his family which is usually relleved to have their loved
one back home where they can contribute personally to his recovery., They are.
encouraged, also, by the assurance that needed hospital services are available in
the home along with immeédiate readmission to the hospital if necessary. )

Declsion for the transfer from hospital to home, of course, rests on the attend-
ing physician, along with the hospital program’s coéordinutor. As for nursing.
serviee, it can be provided by either the hospital or a visiting nurse associntion.,

As required, the hospital can arrange to deliver a hospital bed, wheelchnir,
oxygen tent, physical therapy tub, fracture equipment, preseribed medlcation,
crutches, et cetera, to the home, and even transport a portable X-ray machine or
electrocardlogram equipment, along with the personnel to operate them, B

What we have satd up to this point . .
All that is needed in many hospitals to bring to reality such.challenging, novet
technlques #s we are describing Is a recognition that money savings of all types.
must be made for the patient or the cost of modern hospital eare—whether out of
pock]et or through ingurance{‘ premiums--is surely going to soar beyond s
reach. o ' :
Some people see socialized medicine as the only solution. Yet it need not be, it
voluntary hospitat administration, the trustees, and medical staff will pool thelr.
ingenulty ‘and work together with' the encouragement of their community, to-
promote efficiency, effect economies and adopt practical ideas that wiil—with-
out sacrificing the best of patient care—see to it that hospital dollars are always
spent most wisely. : ’ ' : '
TRANSFER TO A CONVALESCENT FACILITY

What to do with patients who aren't i1l enough to occupy today’s costly hospital
accommodations while there s every indlecation that the minimum, routine care.
they require—meals, attendance, varying degrees of bed rest, medication, occa-
slogalﬂtes?ts-—could easily and beneficially be provided in a less costly accom..
modation . o o , . ‘

This type of convalescent, usuanlly of older years, is familiar to every hospital
admiinistrator. The institution can do Hitle more for him. In effcet, and through -
no fault of his own, he is misnsing hospital services. He, or she-—and thelir
number is leglon—is adding to the community’s cost of hospitalization. Some-
body i8 carrying this patient financially i himself (probably unlikely) or ‘rel-’
atives; Blue Cross or insurance companies, or the State or the hospjtal itself,

" This type of patient belongs in a convalescent or nursing home where the cost
of care—porhaps $12 per day—Is approximately. one-third that of general hos-’
pital care. Yet the hospltéVs social worker finds that some homes won't take.
him if he can walk ahout, éven though it helps his recovery.  Complicating the'
picture, probubly he'and hig faniily aré not familind with thé 'availabitity of
alternate facilitles, ~° = °0 7 v S S '
What gome hospitals are doing. , : : e i e

Isn't the challenge. of such:problem patients worthy of management's best
abllities? One hospital here has & contractunl afiliation with u-convq;escenk
home. There js every indication that such facilities, directly connected with vari-'
otis hospitals, will miltiply consplculously in' the next year or two. ‘Meanivhile,
_nithérous hospftals: are ‘how' consldering forthal afitation with some of ‘thd!
region’s 83 licensed convalescent homes. ’

i
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Still other hospitals are coming to recognize—and this may answer a number
of rising cost problems—thaf one or two of its wings where beds are idle (per-
haps maternity or pedlatric beds) can now be converted to less expensive facili-
ties devoted to convalescent care, This is-all a part of progressive care treat-
ment, moving a patient along according to his requirements. :

Nursging deds in shori supply , T ‘
. There 18 no doubt that our area now has too few. convalescent beds in relation
to hospital beds. Or in relatinn to our population, for which the convalescent
need is rapidly growing, Thege facts are frequently commented upon by compe-
tent visitors from other areas and verified by the hospital survey committee,
Yet it costs only, around $5,000 to $7,000 to bring a nursing. home bed into
existence as compared with about $30,000 for a hospital hed. -
Perhaps your hospital will be among the first to find a workable day-to-day
solution to the facllity-transfer problem. Potentially, this could be among the
most practical means of retarding the danger-laden march of rising hospital

costs. . - :
THE UBE-ANALYBIS PROGRAM

‘Working with hospitals/doctors, on the one hand, and management/labor on
the other, Blue Cross here has introduced a unique program calculated to help
curb the rising costs of hospitalization and hospital insurance.

Routinely, Blue Cross staff reviewers always have carefully examined the hos-
pital bills submitted for each subseriber-patient, checking the services used.
Where questions arise the cases are turned over to the physicians’ review board
or dental review board, composed of prominent practicing doctors. If such action
is warranted they may disapprove payment of the bill.

Now, going one step further, for companies and unions that have asked to
participate in a new plan, Blue Cross makes a special study in representative
samples of their hospital cases to see what happened, medically, day by day,
during the admissions to determine whether an admission could have been
handled in fewer days—or was even necessary at all.

Report to management

Questionable cases are brought to the attention of the utllization committee or
medical staff officers at the hospital involved. A general report finally {s made to
the interested company or union. .

In brief, the program consists of immediate notification of company or union
by Blue Cross when one of their group is hospitalized; completion of a “utiliza-
tion report form" by the patient after discharge regarding promptness and efl-.
clency of service during his stay; analysis of these reports by a Blue Cross doctor,
and then consultation at the hospital if overuse or ineflicient use of Blue Cross
benefits is found. ‘ ‘

The utilization report is filed by the patient, after discliarge, with his employer
or union. All reports are turned over to Blue Cross. When a case is in question,
a Blue Cross registered nurse visits the hospital and brings back a copy of the:
patient’s medical record for a Blue Cross physician’s detailed study. ,

The search for costly delays ' o

‘What Blue Cross is looking for, particularly, is whether a hospital stay was
abnormally long for a particular diagnosis and what brought this about. It is
interested in cases where there were unnecessary delays such as an undue time.
lag in orderlng or actually performing tests angd treatments; or in scheduling
and performing surgery. Finally, Blue Oross wants to know whether there was’
unuecessary delay in dlscharging the patlent once he was well enough to leave.

Such practices, of course, can lengthen the patient’s hospital stay and swéll the
cost of his hospital care. . ] oL .

After a sufficlent number of .analyzed cases are accumulated to indlcate a
pattern for an individual hospital, Dr, Willlan- Benson Harer, Director of Medi-
cal Affairs for Rlue Cross, writes to the doctor who 1s ¢hairman of the hospital's.
“utilization committee”—if one has been established; otherwise, to the chiet of
the medical staff. Dr. Harer requests an appointment to discuss the case findings
with representatives of the hospital’'s medical staff and administration. A’ list
of cases is sent to the hospital in advance for itd examination. - L

Working for improved paterns

Under this program, Bluo Cross merely uses a case as a vehicle for getting at |
the pattern of delays in that particular Institution; to demonstrate how a Blue.

1]
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Crogg Patient could possibly have gone home a day or two sooner—and money
saved.

Constructive discussions centér on how delays can be avoided in the future.
Medlcal staff members frequently have useful suggestions for improvement which
it would be difficult for “outsiders” to make,

Although the program has been in operation only a short time it already applies
to some 160,000 working people and their dependents associated with 1756 com-
pany or union groups here. Since management and labor have negotiated to pay
the costs of hospital insurance—no small bill today—they want increasing assur-
ance that their moneys are wisely spent and all doubtful factors looked into that
tend to swell costs. )

If you are a trustee and businessman, perhaps you may want to get in touch
with your Blue Cross or insurance representative and learn how your company
may participate in the program. Private insurance companies are also actively
participating in utilization control. If you are a doctor or hospital administrator,
won't these programs aid you substantially in improving patient care?

OOMMUNITY PLANNING IN HOSPITAL OONSTRUOTION

Those in a position to know tell us that probably the leading controllable fac-
tor in hospital costs today is the overproduction of hospital beds and duplication
of facilities in 8 community. Every 100 hospital beds created here adds approxi-
;naii:lellts; $1 million a year to the community’s cost of maintaining hospital

aellities.

A superabundance of unneeded beds in a hospital spells low occupancy—the
bugagdo% og hospital financing. It requires about $10,000 a year to maintain an
unused bed. | .

There {8 a general suspicion, too, that when an institution chronically has &
number of unoccupled beds the temptation 18 there to occupy them with pationts
who might just as propérly be cared for in other ways. Again, hospitalization
may be prolonged unduly. G ‘

To meet the problem, committees or “authorities” have been set up in most
of our metropolitan areas. Thelr function 18 to endorse or decline endorsement
of all new hospital constructlon. Their aim: to put hospitals on a logical,
regional planning basis, - e

The planning agenoy for our areo ‘

"Here, the hospital survey’' committee, supported by voluntary contributions
from 80 corporations, foundations, and interested agencles, was formed in 1960
as the advisory planning agency, S

Some believe only & governmental arm can stop excess building, The approach
here might be described as one of gentle persuasion, Considerable progress hag
beén made. But it is only a start. IR C C

In its 1964 report, the commnittee states flatly that the community has not yet
made hegt use of ita hogpital facilities and, ap & result, the cost of hospital care
is higher than it should he. The committee tells us that the avera e occupanoy
rates of the area’s hospitals ara still too low (unnecessary beds) and thé average
length of stay stiil too long. : » ' ’ .

Thé committee believes progress made to date demonstrates that, if individual:
hospitals are given the facts and voluntgyily determine their future programs
on these facts, they will bulld wigely for the good of tho community as a whole.
What has been-—and can be—acoamplighed . o , N

Millions of dollars are belpg saved here already for the pphlic by hospitals.
voluntarily reshaping their individual capital programs in light of overall area’

needs as well as the capital plans of othér hospitals, - o A
Some 2,400 beds have been withdrawn or postponed from plans which would
have involved an estimated copatructjon: cost of $§60 milljon and added an addi-
tional $24 million to the annunal cogt of the ,coﬁzmunugvtq operato its hospitals,;
Savings of additional milljons of .dellars’likewlse have resulted by hospital.
consolidatioiis, mérgers, and cooperative agreeniénts in re¢ent yedrs. =
- Of courss, some new hospital construction and reconstruction is necessary.
Moreover, pride in hospital s an admirable and blessed trait in cvery iadividual
asgonlated wjth the institution. But we do. not peed a hospital at every other,
street coyner nor a $50,000 machine used once & month when there is sfmilar’
‘ . L L ) . b LA L ;.; »
.2 Blué’Cross ocstimates that 1f ths paverage length of stay on Blue Cross hospital admis-
:lsons“}x‘%:: awe::rreduced Just 1 da; it would save thé plan and its subscribers about
m Y "
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may bs made. P

Are you in touch with: the hospital survey committee’s helpful yeports and
studies? All of ug assoclated with hospitals  wiil do well to follow |ts findings
and suggestions. It is on the right track in assisting us to work toward practical
planning of hospital facilitles. . . . -

equipment, .at a nearby hospital where a loan or serv_l_ce-swppping a:r;rp,l;gpment;

. IN SuMMARY

~In the preceding pages we have llsted a number of interesting programs that
appear to hold high potential in helping to curbthe rising cost of hospital care.
They affect the quality ‘of that care only to the extent they'would fmprove it.

We realize there must be many programs, of similar promlse, directed at the

same goal, But the foregoing make a good start in stimulating the awareness
and imagination of all of us who are detérmined to ‘ptéserve the freedom of
hospitals and medicine in'our Nation by preventing the cost of heaith care from’
outrunning our abllity to' pay forit. . . o I .
Still, we fee) we would not be meeting, squarely, the purpose that.stimulated
publication of this booklet if we dld not try to be more specifically helpful. And
80, on the back cover, the hospital trustee; the administrator and doctor will find
what we hope are definite and useful suggestions. R S
"Mr. Curren. Now, this may-be surprising, at least to some of our
listeners. The Greater Philadelphia Chamber of Cominerce, which'
represents the business leadership of our eight-county, bistate region,
is in general sympathy with most of the dbjectives of H.R. 6675. We
a;gpro\‘reithe'ex'tension of Kerr-Mills, wé approve the present controls
of the basic hospital plan, and we approve of the principle of 4 separate
voluntary, contributory plan with further controls, . e
- However, we make several important observations and vigorously:
recommend to you several vital amendments to the basic and supple-:
mentary plans of health insurance, as follows: o
.- 1. Greater emphasis must be placed on the use of medical and insur-
ance experts in drafting the administrative provisions of:the bill.
Call it by any other name you will, HL.R. 6675 is a potentially dangerous
step down the road of socialized medicine. .If we are not to inflict on
our own country the early traumatic experiences of Australin and
England, scrupulous care must be taken to design those safeguards
and detailed procedures which are mandatory to prevent dilution of
the quality of medical care and skyrocketing the cost of -medical
service to nll segments of the population. - We endorse, and ‘most ‘sin-
cerely so, the principle of whatever Federal aid is necéssary to assure:
ad‘e(‘l(mte medical service for the medically.and aged indigepf. We.
think, however, that such care should be & minisg}red at the lowest
localfiével'pmcticable and that existing private institutions, such- sis
Blue Cioss, Blue Shield, .and''the “insurance companies, should be
utilized to administer benefits arid provide all services possible under’
the bill. Although the language of the bill élearly points in this direc-
tion, so also should the administration of FLR. 8675 bs ¢onsistént with
%ur f{;(‘e.e enterprise system and the important role of the State in our
epublic, Lo i P S
_ -2, The provisions on health insurance in. H.R. 6675 are so enormous
in'their implication that more tirme and study must be'given to their
implementation. There is not available in t?iis‘héo'uhti"y 't?i_é ‘present
capacity on w‘)ro;‘)er gqogra}ilhlcal.bams- to organize and furnish the
n.ursesi home health aids, ‘therapists, ‘physicians, - hospital: service,
menthl beds, ahd’ long-term nursing facilities promised by the bill,

H é [

Such medical capacities, wé have confidence, can be developed in’the.
months which
‘1 .r ;l.;‘i'l’,‘.}i”f.““
\ ‘ G Dby ST TN
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will elapse between the passage of the bill and its presently proposed
offective dates. The problem is recognized only in part by the provi-
sion of making posthospital extended care available 6 months after.the
other provisions of the basic and supplementary plans, o
3. HLR. 6675 leaves only loosely defined many of the crucial stand-
ards and. provisions of furnishing medical care, and these must be
tightened. The “what” of the bill sounds fine to mnﬁy [;eople, but-how
will it actually work, who besides the Secretary of Health, Education,
and Welfare and an advisory council will provide the “how,” to what
outside review and appeal will the “how” be exposed? With what
speed can all this be done? Wae cannot gloss over such fundamenital
issues as the nature and extent of Charges by hospitals and doctors by
saying that they shall be “reasongble,” Paga 81 of the committee re-
port presents, in our opinjon, much too peaceful a picttire in describing
general agreement on the 'Erinciplesiof.élmrgit‘l'g. The controversy,
over what is “reasonable” has been waged hot and heavy for years
among hospitals, Yhysicians, insurance companies, and the Blue plans.
Will each hospital really be paid its own individual costs,-and I quote
now from the committee report, “however widely they may vary from
one institution to anotheér” as stated on page 32¢ If so, is not the in-
efficient hospital being subsidized and the. efficient one penalized?
Philadelphia area hospital costs vary- from $47.64 per patient day to
$19.25 per ]{)a‘tient day. How much of an allowance in bed cost per day
is “reasonable”. for depreciation, interest on loans or debt retirement?
For example, it is reported that one Philadelphin hospital has a $14
cost per patient day for debt service—although it has no educational
programs or indigent care; another hospital with a téaching program
and providing in ‘i‘gent care has a debt service cost of less than 50 cents
per patient day. With respect to payment of physicians, page 38 of the
committee report merely ordains that “reasonable” is the customary
charge by each ph;i?ician and also it shall be the prevailing charge in
that community. Reconciling these two different. principles in: thou-
sands of communities, for thousands of physicians for a thousand medi-
%ul and surgical procedures will rival the work that went.into Coulee
" These questions are not just small detai]s—-—thef g0 to the very heart
of the bill and all interested. groups should ba allowed time to present,
expert testimony and carefully 'resolvgp%gblemsmd differences Wwhich
are bound to arise. . A staff sitgihg 1{; ashington cannot yrite the
detailed criterin and procedures which are needed to make these pro-
visions workable. ~There must be ads%nggg study, planning, review,
and trajning on & nationpl and State basis by persons expert in the
fields of. medical service.. The variety of cost allocation systeins by
each individual hospital would lit‘em]ly stagger the imagination. - Uni-
form medical cost accounting systems and uniform terminologyfor
medical and syrgical procedures must be developed and fi series of for-
mulas for different types.of ‘hospitals be constructed and negotiated
or else, we fear, we will need more CPA’s and auditoxs than (loctors
and nurses to support thisnew medical bonanza, .= ¢ -
~ 4,.All possible meagures should be provided to help control the cost
of medical service which is bound to rise drastically ‘in the futupe.
Neither. premium costs nox -lﬁpqﬁta are gradusted according to ability

to.pay or tyke into acogunt other private orpublic funds which may be
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available to the claimant. We advocate the serious consideration of
these principles to help control costs. o

About half of the 19 million people over 65 now have some form of
health insurance. What are these people going to do about their pri-
vats plans now and in the future if the Government will help pick up
most of the cost when they are 65¢ What provision has been made to
retain jncentive to insure one’s own health? Some people will wish
to retain their private plan and also take out the Government’s supple-
mentary plan. The bill should encourage the retention of plans pres-
ently sponsored by employers or carried by individuals,

Premium rates under the supplementary plan can be revised every
2 years. Formany obvious reasons, the cost of claims will steadilfr rise.

ere it is surprismg to note that with the exception to mental illness,
there is no' maximum dollar limit imposed on any other item in the
basic ot su})plementary plans. But the avowed purpose of the supple-
mentary plan is to be as nearly self-sufficient financially as possible—
the rising cost of claims, of course, should mean higher premiums.
However, if a subscriber over 65 cancels his private plan, there will be
no turning back for him. He will be bound forever to the Federal
plan—and either he, or the Federal Government, or both will have to
Ineréase payments every 2 years. , , .

Although it is reported that the actuarial assumptions of H.R. 6675
are conservative and the projection of hospital per diem costs in the
future closely parallels an estimate by Blue Cross, we doubt that there
will be any leveling off of hospital costs for quite a long time. Park-
inson’s law that availability determines use will play a very significant
role. In short, we strongly suspect that the cost estimates are too low,
that premiums will have to rise faster than estimated or that for polit-
ical purposes Congress will feel obliged to subsidize both plans greatly
in excess of what is visualized at thistime.

In addition to the rising cost for present benefits, we are greatly con-
corned about what the next demands will be for extension and improve-
ment in beénefits. ‘We fear this will be like the camel’s nose in the tent.
When will the age limit be dropped to age 62 to match old-age survivors
insurance and then to age 60, and what about including everyone who
is permanently totally isabled r ardless of age? The benefits pres-
ently proposed could be only the beginning. This is another of the
reasons we urge extreme caution and movement forward slowly—
rather than rushing in with giant strides and running the risk of a
financial debacle such as confronted our cousing in the British Tsles.

In summury, the Greater Philadelphia Chamber of Commerce rec-
omménds that H.R. 6675 s%‘eciﬁcally, incorporates the following :

Jh%‘ i '}*hfg%f:f,ective date of the basic and supplermentary. plans sliduld be

9. Provision to develop uniform cost accounting systems for hos-
pitals and cost formulas which %:ve proper recognition to major dif-

erences amohg hospitals as to character of services rendered, téach-
ing facilities, and general costs of thearea, "~ -~ -

. Reimbursement principles which offer actual fiiancial incentives
to hospitals to hold down general costs and to transfer patients to
long-térm care facilities. . e

4. Provision for the construction of imiform terhiiiiology and nu-
merical coding for all medical and surgical services and procedures,

il
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5. Apgropriute review and appeal procedures for items 2, 3, and
4 above by representatives in each State from all important medical,
hospital, and insuring agsociations. .

6. Timely notice to and appropriate review and appeal procedures
for s]l interested segments of business and medicine on all other pro-
posed regulations to effectuate the bill. ‘

7. Benefits graduated according to ability to pay and appropriate
consideration given to funds available from other private and
public sources. _

8. Maximum dollar limits imposed on the supplementary plan.

9. And finally, wording of provisions shoulp prevent all possible
abuse by patients and the providers of medical service. The adminis-
tration should be instructed to withstand in actual practice all the
pressures which will be brought to bear by special groups to extend
and liberalize benefits. , ,

On behalf of the Greater Philadelphia Chamber of Commerce, I wish
to express our appreciation for this opportunity to make known our
views on this historic bill.

Thank you. :

Senator ANpErsoN. Well, thank you. That is a thoughtful state-
ment ; we appreciate it. - 7

I notice you refer to the financial troubles they have in the British
Tsles. 'There are those who believe that some part of that was due
to the fact that the medical profession there resisted too long, and
they got socialized medicine, which they did not need to get if they
had not fought it so long and, as a mattér of fact, if the King-Ander-
son bill had been p in 1964, there might nol: have been so many
layers to the cake.

r. Corren. It may be very true, sir.

Senator AnpErsoN. Therefore, T refer to it because of this date of
July 1, 1967, which you gave, which might be a little discouraging to
a great maxg people.

Senator Douglest = S

Senator Douaras, First, let me say that Mr. Cullen represents a
very honorable Philadelphia il establishment which has a long
record of quality merchandise, and I believe, though another Phila-
delphia company claims the credit, that it was the first big department
store in the country to ingtitute a single price system and to abandon
the practice of haggling with each purchaser trying to get the maxi-
mum price. I _

Mr. Curren. Thank you, sir, for that. o

Senator Doucras. I think that is true, And the two families,
Strawbridge and Clothier, both Quaker families, have made great con-
tributions to the civic life of Philadelphia. ‘ '

I notice that you urge delaY. Do you think this delay should be in
passing the bill or in announcing the administrative regulations subse-
quent to passing the bill? _ . ‘ L
f' Mr“;d Curien. To enable the proper administrative regulations to be

ormed. : o
~ Senator Dovaras. That.is, you would not be opposed to passing the
bill this yeart ) L 4 e
Mr, CurLen, No, sir, I would not; fprowded that proper considera-
tion is given to incorporating some of these matters that we are refer-
ring to in our recommendations. | ' R
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. Senator Doucras, Even though it were not completely acceptable
down through the crossing of the “t” or the dotting of an “i* and even
though it meant considerable flexibility for later administrative deter-
mination among the Department of HEW and the hospitals, the doc-
tors, the nonprofit insurers, the })rqﬁt insurers, and the rest, would you
not favor or would you favor holding up the bill ¢ ST
‘Mr, Curien. No, sir, . I think to the contrary; I think that the
greater number of months which can’ elup-e between the passage of
the bill and the effective date are vital-in-terms of getting all these
various organizations and societies starting to work to iron out the
problems. I do not ziddréﬁg you this morning- in connection with my
affiliation ‘with 'Blué Shield, but I am on the board of directors of
Blye Shield of Pennsylvania, and helped form and am chairman of
its subscriber advisory council, and T am well aware of the long, diffi-
cult negotiations and discussions which have to take place with the
medical society, with the Blus Cross plang; and with the hospitals.
We just have a great apprehension, as this paper veflects, that the
actual mechanics of putting this in are just dreadfully important.
The bill offers a lot to our senior citjzens. - We must not in our haste
to‘crank out administrative provisions provide for sloppy administra-
tion which will disappeint them., . - : )
. Senator Doyoras. If I understand the bill correctly, it is to go into
effect July 1,1966. - Do you want another year¥ .~ ‘
.. Mr. CuLLEN. Yes,sir.. -1 believe that year could be put to very good
advantage. --Your: posthospital extended care now recognizes this
problem in part by: providing.for a 6-month delay after the other parts
of the program are made effective, - “ , '
Senator Doucras. You heard the testimony of Mr. Harlow of
Group Health of New York. .. Do you favor competition among insur-
ers or would you favor regional monopolies? o
~ Mr. CorLen. Well, I think bidding should certainly. be competitive
on a regional basis. I |
- The definition of region you cannot legislate. I think loosely.you
will have to take a look at the United States and see what is available.
But I think there definitely <hould be competitive bidding,
-1 .do mot helic.s, .and the bill itself recognizes this, that there
should be a requirement that tl.» _cretary of:Health, Education, and
Welfare must necessarily. accep! :he lowest bid. -I think he will have
to use good judgment, examine the history, the capacity of the com-
peting organizations, consider the competitive prices, and then make
adetermination, :: ... -

...This obviously could not be done either on the basis of a 1-year con-
tract, let us say. A minimum: of 2 or-3 years would be necessary for
any .organization to whom a bid was awarded. . o
~ Senator Doverag.- Do you have in Philadelphia an organization
comparable to Group Health ¢ S o
‘Mr. CurLEN. No, sir; we do not. We have Blue-Cross of Phila-
delphia, we have several, about four Blue Cross plans in our State.
In.addition we have Blue Shield encompassing all of Pennsylvania
and of course, we have, representing the private insurance companies,
the Health Insyrance Council. .., ..~ -~ . .. -~ "~ .-
.- Senator. Dougras. Have you iake{mny position on- this question of
what drugs may be compensated for o Lo

e, - g

)

{
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Mr. CuLLeN. No, sir, I think it would be presumptuous for us to
venture an opinion. The only thing I would say with respect to that
question and with respect to other questions which have been brought
up before J'our committee, such as separation of radiologists, pathol-
ogists, and so forth, is that legislation, in itself, should not seek to
change relationships among phivsicians, hosFitals, and other segments
of the _econom{ that are involved here. think we ‘should accei)t
conditions as they are, let them naturally evolve, and that we should
be guided accordingly in terms of our legislation. I do not make
that comment with respect to cost implications. Here I think we
must be extremely sensitive, = :

“Senator Doveras, Thank you very much.
* Senator ANDpERsON. Senator Bennett?

Senator BennNerT. The fgentleman from New York, Mr. Harlow, was
very proud of the fact that he could underbid all of you, and ap-

arently, as I heard him present. his case, this is based on the fact that
10 puts a limit on the fees that will be paid physicians and, {)resumably,
will not pay a claim unless it represents a visit by one of their author-
ized physicians. So here we have controlled medical practice.

Blue Cross puts no such limit on the services of physicians who
serveits patients,doesit? , .

Mr. CuLLEn, Wel], Blue Cross is only an agent for payment of
phgsicians. Blye Cross is the agent——

enator BENNETT. . Is the hospital? o

" Mr. CuLren, Blue Shield, however, does put a dollar limit on each
and every surgical and medical procedure. You hgve two different
concepts.. You have the full-service concept being sold by Blue Cross
for hospital and hospital services, and you have the fixed-fee schedule
being offered by Blue Shield, and some of the insurance companies.
The insurance companies themselves, I think, are srlit on this practice.
Some will say reasonable costs; some will say follow the schedule,

Senator Bennerr, Well, the bill says “reasonable costs.” So when

foq say in your simmary, recommendation No. 8, maximum dollar
imits imposed on the suppfeme‘ntary plan, are you talking about fixed

fees imposed on the services of physicians? o _
" Mr. Corren, Yes, sir; we do. ‘
“Senator BENngrT. Thank you. 4 , o

. Mr. CurLEn. We think that is an important cost consideration.

Senator ANpErsoN. Senator Curtis? '

Senator 'Curris. With reference. to your seventh recommendation,
benefits graduated according to your ability to pay, appropriate
consideration ﬁiyen,tg funds available from all other publi¢ and pri-
vate sources, that relates to the benefits, How about the premiums#
Are you favoring the payment, for instince, of one-half of this pre-
mium for the supplemental bénefits out of the Public Treasury for all
people, including those able to pay it themselves® o

Mr. CorLeN. My comment here, sir, 'ﬁpes‘ more to _the point of the
basic plan. In other words, I'think there.should be some kind of
menns test consjdered by the 1;:{;"1)é(latibh.;;;;; v o 4 ,

Senator Corms, That wouldbe— . = .~ .
" 'Mr, Cornrex. Obvioisly, you'could ﬂ:g.tﬁ under the supplementary
i —

plan, charge the same premium, but give erent benefity,
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Senator Curtis. In other words, {ou do not favor a Government
plan providing hospital and medlép, benefits for that portlon of peo-
ple over 65 w ﬁa ble to provideit for themselves?

- Mr. CULLEN. No,sir; Idonot. |

Senator Curyis. I think there ig the greatest weakness of this legis-
lation, becanse if we updertake that then, as amended and enlarged
thr pt the coming years, the finger will be pointed to the payment

),IFS for people we able to pay it for themselves, when you say
wn withhold it from any part of our citizens regardless of age or
anfthmg elso,

appreciate having your comments on that because I think that
represents a big departure, the idea of the Goyernment. establishing
a pxl')(:)gti?m for psople who do not need it. It does not make sense in
my

Thank you.

Senator ANDERSON, Doeg your firm have a refirement program?

Mr. Corren. We certau‘l ly do, sir.

%;mator AxDrrgoN. Ts 1t payable to a man whether he needs it or
no

Mr. CurreN. Yes, sir; it is.

Senator A NDERSON. 'Why don’t you put a means test on it ?

Mr. CoLLeN., Well, sir, the program itself is geared to their earn-
ings 8o there is a needs 1mp11catlon in the formula .

ator ANpErsoN. The whole sacial security sﬁstem we now have
permits people to obtain their retlrement pay w
or not. .

Mr. CUILEN Yes, gir, .

Senator ANDERSON. If 8 man retires from busmess even though he
has a million dollars he gets social security. -

Mr. Corren. Yes, sir.

Senator Anpeisoy. Would you advocate a means test for that?

Mr. N. It is a little fo late for that, Senator.

Senator Anmmson I think yon will find you gre too late on this also.

Senator ‘Curmis. May I say right Qhera, one of the reasons why
social securltg has moved along as it has, has been that the designers
of it have told the American people repeaée dly that an mdmdual pays
for his own benefits. Just last week the actua for the Social Security
Adminjstration said that of the present heneficiaries, what they have
already received and what they are 9 ected to receive, they have paid
10 ercent and 90 percent, wag ajd {): %r texpayers; apd 10 years

{t will viry in degree only about 20 percent. Tihey wilLhgve
paid or about, 20 percent.

I agree with yon that the U.S. Government myst Xeep. falth with the
commitments it has made, But I cannot sep that is. fg’ument in
1t; is case, | for doing something for people who are well ghle to do xt

emselves,

Senator Bennerr. Mr. Ch au'mﬂn, there is 8 kmd of means {est in
gocial security whigh' is the 1mitation on eamug gm fter ret;rement.

ei;her they need it

‘Senator Cuorris. You do hot have jre;
Senator Bexwnerr. No. . Thelzla xst%lg oy

vg imlt&tlon on socml
security. A man who earns morg( han $1,200 eif, hps his gocigl secu-
rity reduced or eliminate

Mr, Corren. There is one other dlﬂerencé, 06, as T understand it,
and again I am not an expert on this matter, Senator. The social
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security is evaluated in terms of the taxes necessary on a currbnt
basis, It iy evhlunted on a current basis 48 wo goalong. The national
health legislation i9 looking ahead to & considerabls number of years
in the future, and: prajecting Josts which admittedly seem to be quite
low in the present, but which escalate very rapidly into the futiire,
somewhers, I belisve in the committes report, it said that something
like $8,000 would be required in torms of investment on the part of a
Koun wae esrner today by the time he were in position to realizé the
ealth benefits at 65. ' ‘

Senator ANpersoN. Thank you very much.

Mr. Ctrueen, Thank you. :

(The following was later received foy the record :)

OHAMBER 0F COMMERCE OF GREATER PHILADELPHIA,
: COMMEROE AND IRDUSTAY CoURbIL, =

P Philadelphia, Pa., May 19, 1965. .
Hon. Harry F. Byrp, ~
Ohairman, Senate Finance Commiilee, .

Senate Oploe Butlding, Washirgton, D.0. '

DEaxn %icﬁ&r,dﬁ B¥ep: As a result of our privilege of appearing it public Hodr-
ings'on H.R. 6615, I have the Houox to transiit to your dommittee the attached
proposed amendment to the bill. If adopted, this proposed anendment, in the
opinion of the Greater Philadelphia Chamber of Commerc¢e, would reduce the
cost of the execution of. the bill to the taxpayer and to the Government and
prevent a miscarrlage of its obféectives, o ‘ :

Yot thess ronsons, wé tespectfally request that yott offer this smendment when
your comnmiittee is ready toact upon the dill,

: Respectfully yours, ‘ . ] 4

GeoroE L. CuLlEN
Ohairman, Hospital Task Force.

PROPOSED AMENDMENT TO THE So0uAY, Secunrry By (H.R. 6675)

The effective date of the babic and stpplementary plans ghall be the first of
the month following 90 calénday days dfter thHe Secretary of Health, ¥ducation,
and Welfare has caused to be published in the Federal Register the complete
administrative regulations and has certified that the following measures have
been completed: | : : : . L . -

1. Development of uniform cost accounting systéms for hospitals and cost
formulas which give proper recognition to mafor differences among hospitals
28 to chavdcter of sétvicdd rendered, teaching facilitles, and general costs of
the area. Provisions for relmbursement of hospitals to apply only to those
hogpitals in compliance with this sectlon. . =~ L .
- 2, Construction of uniform termfnology and numeriéal ¢oding for all medi-
cal and surgical servicel and procedures which are réimburiable, k

‘8. Financlal thceritive to hospitals to Hold down genetdl operating costs and
financlal incentive to Hospitals to transfer patients to lobg-term care facilitics,

4, Development of specific formulas for each region to defermine reagonable
charges for Ehy_siclans’ services, and meximum qollar 1imits established by
region on each type of dervice ih the supplemeéntary plan. o

6. Appropriate notice, review, and appeal ptrocedurés provided and coms

pleted in connettion with the specific content of se¢tions 1-4 above. : C

- Sentitor Anpergox. Dr. Hanchett, |
STATEMENT OF DR, PAUY, E. HANCHETT, EDUOATIONAL DRECTOR,
L~ OHICAGO MEMOKIAY AssdofatroN -

Dr. Hanomerr. Senatot” Atidetabh, mebars of the comittes; 1t
is afplg““m‘.to. be here, and I especiafl&"ﬁiéh to thank’ Séhatér Dong.
1ag for permitting me to come. ‘
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:I'am an economist, educational director of Chicago Memorial As-
sociation. ‘As you can easily see from the statement before :you and
from a supplementary statement which I submitted .for the record,
the }l))osition I represent is definitely in favor of the bill. .. .. .. .
- I'believe it should be unhesitatingly pnssed. A more ratignal sys-
tom of medical economics for the:disfavored segments of our popula-
tion, such as the aged, at least, is long overdue. - | . )
There nre four reasons why a system of medical care, paid for, in
part, collectivoly, is more rational than the private-fee-for-service
system: ‘ : IR A

yl. Prime necessities of life such as water, air, food, education, and
health care must be universally distributed. “Whether this distribu-
tion will actually provail, depends upon. their price. The cheapness
of air and food enables thom to be supplied without consumer sub-
sidy—while education and health care, to be widely available, require
to egnid for collectively. _ | T '

2. Ours is an ago of secularly rising prices. Over i man’s life-
time, the costs of medical caro can, an do, substantially rise. Dut
private insurance companies provide no protection agninst this risk.

- 8. Incrensed life expectancy and clmnging employment practices
are augmenting the proportion of a man’s-life that will-be spent in
retirement. These extra years, howover, dre the very ones when med-
ical costs are likely to be especially high. Unfortunately the, public
has not yet fully realized and made provision for the implioations of
this longer life, This hazard applied to men and women: both, but
especinlly to women. =

4. Medical care has become more than a prime necessity of life.
It is o precondition to the efficient -l)roduction and enjoyment of all
other commodities. Thus the implications of the consumption of
health care far transcond direct health bénefits, Collective subsidy
is justified by the Inrger production and consumption of other:com-
modities, that adequate health care alone can make possible, - g

With your permission, I would like to add just.one short note. °

~Senator ANpErsoN, Surely. . . T o

- Mr. Haxonerr. When our youngest. Government department was
set up by our Congress about 15 years ago, it was called the Depart-
ment of Health, Education, and WVelfare, “This was not a misnomer.
It was mo accident that.this designation was chosen for health and
education of the twin strategio social services of our ecoifomy... Edu.
cation and educated people are more healthy, and health :people can
become better oducated, and will better educate their fanlilies, - -

Thesa two seivices complement and reinforce each ‘other; and both
educntion and health lead to ‘welfarei -~ .+ - ... ... .

It is also no accident that health: came first, for health ‘today has
become more than & necessity; it is.a universal imperative, an ultra
necessity of life.

Thorefore, I say pass the bill, pass it now.. Don't lot another year
or sossion go by. Ivery year.that we wait is another year of accumu-
lating of the hidden costs that ‘an  inadéquatély structured system of
heu]t,x,cgrg has dolivered for our older people, ..., . ... &

' Thank you very much, Senator. . . . : i, i i oy, vyl o

Pt F
. ‘,1,.¢w\f v
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Senator ANDxrsoN. Are there questions?

~Thank you very much. I appreciats your comin for the hearing. -

(The supplemental statement submitted by Dr. Hanchett follows:)

Wity GOVERNMENT AOTION ‘Y8 KSSENTIAL To PROVIDE HEALTIY TNSURANCE ¥OR'
‘ THE AGED : '

(By Dr. Paul R, Hanchett, cduéatlonnl director, Chlcago Memorial Aésoclatlbn) :

The campaign to provide voluntary health insurance for the aged has falled.
After nenrly a decade of intensive underwrlting - and sales effort by 77 Blue
Crasg plans, 08 Blue 8hield plans, and 870 private insurance,companics, thg
enrollment gap for the aged stands at 40 percent aud the benefit gnip at 76 percent,
That {8, approximately 7 million or.40 percent of our sentor, citizens still have.
no health Insurance protection whatover, and even the 10.8 mililon who have been .
covercd hold polleles which exciude protection agalnst 76 percent of thelr total
health hazards, CL - Ce R X

The reasons for this unpremeditated tragedy are not to be charged up to lack
of dillgence by the private Insurance Industry. Rather, they are, inherent in
the structure of the medienl care wmnrket itself, For wmedleal care fn.our econ-.
omy has become an unbudgetable commodity, especlally for persons lke tho
aged, wany of whom are already chronically afiicted. Being unbudgetable, it
is not strictly Insurable, . e o o

Moreoyer, the u_ttmn{)t to Insure modical cdare for the aged escalates medfcnl.
prices and threatens the stability of the 454 million outstatiding health fngur-:
ance contracts for young and old allke, Thus, the present prodicament {4 likely’
to worsen, and the whole future of health fnsurance in t,b‘e’,_I)ni‘tl,cg('_s,tnte‘g;gtandsi

fu Jeopardy. - o
MEDIOAL COSTS FOR TIIE ELDERLY ARE NEITIER DUDOETADLE NOR'INSURADIE

Budgeting and fusurance are both prognostic attempts to substitute average
costs for actunl costs. Two formidable factors, however, prevent the clderly
individual—even one whose income is adequate and secure—from budgeting for
his own medical expense, Likewlise, similar barrfers prevent the insurance {n-
dustry from providing a firm and effective pollcy In the health insurance fleld, .

In 1061 the averago person beyond the age’of 63 spent ahproximately $220 for
personal medical care. Such expense, would be hudgetnble if ‘every member of
the group experlenced approximately the average oxpenditure or' close to {t.:
Unfortuanteély, such is not the case. ‘ R A

Moro than expeiiditures for any other necessity of life, medical outlays fluctu-
ate cgpriciously and are subject to extremes of dispersion and askewness. Ale
though in 1001, most genior citizens did not spend as much as $226 for personal
health care, more than 10 percent of them experienced medical bills fu excess’
of $1,000. Some, of conrse, were compelled to pay far higher ‘amdunts, Firther:
m(;s,re. the incidenco of the smaller and largor cialms: can scldom be known in
advance, ) : st ¢ T e . -

Thus it becomes too speculative a venture for an individual, or anyone else
acting, on his behalf, to budget for his own expense by setting aslde deposits
based upon the average costs for tho whole group. - The rlsk of exposure to a
large expenditure that might undermine lils whole future, 18 far t6o perilons. -

“A second factor also'acts to make medical expenses unbudgotable for the indils
vidual. TDhis is the fact that any ascertainable average of medical expenses is
always yesterday'saverage, ' U T vl ot T g e

"In recent years the medical fleld has becomo the most dynamie and éxplosive
in the wholo economy. Since 1057 medical costs have risen three times as
rapldly as tae Consumer Prlce Index and certain components such as hospital
costs have risen about six tlmes as fast. In principle the problem of bhudgeting
could still be solved if the future pace and path of medlcal prices could Le fore-
cast. Unfortunately, however, the medlical sector of our economy has been
a law unto itself—with prices rising sometimes more slowly than other prices,
sometimnes much more rapldly, and sometimes rising not at all. Until the form of
that law has been fathomed and at.least some of its determinants have been
?mpir!clg}m quantified, firm budgeting for medlcal care will remain an utter
mposs Y. ‘
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'Mege very same considerations generate strains within the insurahce industry
such that the insurance companies and Blue Croks also find it difficult, if not
impossible, to average. Two requirements are mandatory; first, a feasonably
firm average must be obtained in advance; second, it is necessary t6 find and to
hold a nonselected group. The preceding discussion has dealt with the first
point by showing that averages of medical costs, insofar as they are definitely
known, will always be obsolete. It suffices, therefore, to indicate the virtual
impoasibility that the private insurance industry can enroll and maintain a
nonselected group to which any true average, even if it could be obtained, would
valldly apply.

In the edrly days of health insurance the insurance companies went out look-
ing for the bettér riska. In other words, company seléction prevalled. More re-
cently as insurancé became more popular and the industry bécame more com-
pétitive, the buyers of insurance, both group and indivlidual, selected the com-
panfed g0 that self-selection prevailed. Bither way there 18 a blased population,

Furthermore, even if a réndom, honselected group could be enrolled at the
beginning, it tends to deterlorate over time becauss there is no guarantee that the
members of the grou‘i) will continue their policles. In fact what happens, the
purchase of a health insurance contrdct educates the buyer to & closer dattention
to the economies of speculation and risk. No one ig closer in touch with the
facts that control his own health prospects than he. Buyers swill discontinue
policies for dssorted reasons, logical and f1logical, but no one lets his policy lapse
because he has contracted chronie iilness or thinks that he has become sickness
prone, The insurance company 18 left holding on to an actuarially deterlorat-

ing group. :

o final result is that a randomly selected group falls to be attained because
either the Insurance company or the insured makes the selection originally, in the
renewal of the poliey, or both,

In summary, the fundamental reason why health care costs are not a strictly
insurable risk today 18 because they dre adversely subject to the hazards of open
end averagcs and open end groups.

" THE SELN-DEBASING INSURANOB POLIOY

In attempting to come to terms with the conditlons of this dilemma, the
Insurance companies have had to devisé a very speclal contract. They have
to put fixed-dollar amiounts in it like $15 a day fot hospital room and board,
and $8 for medlical visits. This is not because the insurance companies are
{nhumane. Xt is because of the mecessities of the situation. But these fixed-
dollar benefits—even in the absence of general inflatlon—depreciate in real
benefit value so long as medical costs continue to rise.

Consider a specific case. As early as 1039 North Amerlcan Life & Casualty
Co. was progressive enough to offer a combined hospital-surgical polley with
a $1650 maximum surgical schedule, that could be purchased during working
years and continue on indefinitély into retirement. At time of issue the
ﬂ;aed-dollar benefits sufficed to cover about 5O percent of short-term inhospital
charges. .

As time went on and hospital costs rose, this percentage of protection
steadily declined (table I), Finally in January 1063 when the insured who
bought this policy really needed profection during retirement, he went to
the hospital and ran up a medical bill of $822.20—of which the pollcy thien
covered only §62.20 or about 7.7 percent _ :

What had been purchased as an up-to-date and effective policy steadlly de-
preciated into trivial protectton—at the very time when it was needed most.
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TABLE I: Perocntage of Inhoopital lxponditurec
Reimdbyrsnble for alcoted loors under
dorth dmerican Liie & Caswalty Contrect

- (Polioy # 92128; issued Ootober 1, 1939
and still in foren).

1940 1946 1960 1985 1960 1063

TPorcent of hospital
n ' g > 33 19 13 9 (1%

eXnenso novere

Poropnt of hospitnl ~ .
oxponse not ocovered BO 67 8) 87 91 92,3

Fixoed-dollay ,

deily benofit 08 &3 v4 $3 b8 - 8
Average daily . ! . "

hospital cost o ¥ 710 T2 BT S

'Annual preniuvm o

sost 12 J12 T Fn e e f12 -

! » : . 1‘;
. i : .
PIGURE XI: “ho Automatie 2rooion ¢f Fixsd-Dollar
Hospitel Benefit Contrapts, 1940-63
{Datp taken f£xon Table X).

;

100 : , “- . 0‘ .' H
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of ox .
~hospital  np 30 hespite)
expone; . ’ ' ‘o ex}ignae .
covere 60 o 0oB2k s
50 . p
40 60 s
30 76
20 . 80
10 . . 9C

1940 1948 1960 1958 1960 1935
| GRESHAM'S LAW APFLIED TO HEALTH INGUBANGE .

_There is an -even more fundamental reason why ‘any attained level

‘of coverage under private health insurance tends to deteriorate,

.. Belling health insurance has become somthing like war or & football.game. -
‘A company cannot stand still. It has to go ahead—it hds to sell more and.
more, A parasitic kind of competition has developed. - - NI
v After any given level of selling the best risks and the people who most want
insurance ‘ will ‘be  enrolled -on .thé books of -some' insurance company. The-

~poorer rigks and those least interested ‘In insurance will ndt. ' Any company:

~desiring ¢o-.expand volume~as'is essential even to stend still in: today’s.
market-—will zealize that! ks best sales opportunity s to go after a' group-

3‘3?&’% gérgad.y eprolled, To Ao &2, pomething must be offered shat looks very:

The insurance company has to offer what looks like a lower price,” because:-
- the market - 1s very cost todscloue and because price {8 abjective, " But to-
make 1t seem even more attractive, what it fly does g 4o ioffer A lower
price and a better prekage of benefits at the same time. oo e
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This {8 ordinarily impossible, of course, but- the policyholder is neither
a CPA nor an-insurance actuary. Hence he cannot evaluate the quality of
‘the package, although he can add up the dollar cost. The chaos that finally
results is a contemporary adaptation of Gresham’s Law: Poor policies drive out
good. And poorer companies sell larger volumes than better companies,

Nowhere is thig rush by second-rate insurance companies to proliferate in-
ferior policies .miore prevalent than in the area of health insurance for the
aged. Not a single one of the Natlon’s 10 largest Insurance companles offers
any guaranteed-renewable major medical or comprehensive poliey to persons
beyond the age of 65 (table 1I). Thus the elderly are forced to seek protec-
tion from less substantial underwriters which pay out small percentages of
their premium income in benefits and which frequently take advantage of

the policyholder in the settlement of claims.

TapLx I1.—Senior citizen guaranteed-rencwabdle major medical plans
{10 largest life insurance companies in the United States)

T “Deductible | Cotnsurancs | Maxtmum ’ gpectal | Annual
Company benofit jrequiroments] premium

ey v

1. Metropolitan...... I \
Prudential

%;;ult‘ame (New York).....

K :or?-?’nfﬁ%&b'i:'.‘.’.‘.‘ FOPORIRNN No such plans avaliable for sonfor citizens

2.

3.

‘

6. Aetna........ resenssmcaones
7. ;

8.

o.

fese P BN
Jeeraroscacennnncen.

0. Occidenta
Lincoln Natfonai. . veenn-nn

CONCLUBION

_ If the insurance industry could write an adequate policy, 57 million policles
would be more than enough to cover old and young allke, becauze there are
only about 56 million households in this country. However, under present cir-
cumatances the insurance {ndustry knows that it cannot offer an adequate policy
and the'buyer knows that he eannot buy one. )
The tragle result is that both from the slde of demand and the side of supply,
a proltferation of partial, inndequate enroliments is encouraged. ‘
Although 454 milllon policies are presently in force—an average of 8 policles
for every household—we have arrived at a sigunt(on where no concelvable num-
‘ber of policles could be sold that would give‘adequate, comprehensive coverage.

* This is because the gaps, the holes, that ‘exist in the policles of one company

are matched by gaps and holes in the pdlicies of others.

A

This problem is one thgt.istoo big for the insurance industry and it is

" too big for the.nonprofit corporations. The only redeeming possibility rests

with Government, .. _ .

In dealing tvith the stubborn problems posed by providing hospital care for
the aged, the Federal Government would be favored over the private insurance
industry by four distinet advanfages: . '

1. It could obtain an insurance group without adverse initlal selection;
2. It could maintain (heé continuity of a group, dhee enrolled ;
i -: 5. :8uXt could avold-the:parasitic, competitive.destruction in the quality of
coverage. that.is. inherent in.the structure of-.the private.insurance ‘ip-
e duateysand - - sl anitees sobd b g sl Tape s,
i, . 4. It-alone has-the finanzial power to supplement: the.contributions of
needy persons 8o as to make an adequate insurance policy possibfe, -. ..
;.-:'The private Insurance industry has not been deficlent in energy, determination,
or good wwill. , But.these are. not.the:problem, : Once:the Federal Government

.Jprovides a suitable program for the most pressing needs of the aged. then. the

. private .insurance industry.may be enabled to.put: itd.good -intentions, to work

An deyismg' adequate policles forz-t.h’qso:.who are-:n‘pt:beygnd the age of 635,. B
, ?éh;it"of ‘AnpErson. We' will ineét agath fombirow’ rﬁﬁfﬁi@g at1o
. O ClOC; P PRI SRR S ‘»‘,E:s:,p’; RSN S NN TS XY PITTED SR ST TIIERY BT

~i (Whereupon, the committee recessed at 12:30 p.m,, to reconvene
"P\léSd&y,‘M&y 1!1’1965”ﬁt11:93‘.}h;)11 et e i e it

Fhaasvdos e s in ban el
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o o0 U8, Senate,
"7 Commrree oN FINANCE,
B T T T S I PP : 2 . sthington, D'o'
The committee met, pursuant to recess, at 10 a.m.,, in room 2221, New
Senate.Office, Building, Senator Clinton P. Anderson presxdn}g. g
Present: Senators Andérson‘, Smathers, Douglas, Gore, Hartke,
Ribicoff, Williams, Carlson, Bennett, Curtis, Morton, and Dirksen..
- Also present: Senators Hickenlooper and Sparkman; Elizabeth B,
Springerychiefelerk. .. ... oL b
“"Senator ANpErsoN.. The committee willbeinorder, - . ... . .
- Senator Hickenlgoper, we are.very happy to have you introduce Dr.
Ward to.the committes, pleage.. , i B
‘Senator HiogeNLoopER. Mr. Chairman, I want to expréss my thanks
for your courtesy in permitting me to introduce an ol friend of mine
from..my. home State, Dr. Donovan F. Ward, of Dubuque. &
We have a gréat many fine physicians in Iowa, so I couldn’t say that,
he is necessarily the leading one, but there ig none better in the State
of Towa and: he is a leading physician in the United States, president
of the.American Medical Association, and: he has held various of-
fices in.oup State pssociation ;and the national association. I have
known him .for.s. good many years. :He-is:devoted to medicine and
to better health; and has had a wide experience.: He is head of surgery
in soveral hospitals, and with this broad experience and his position
ag president,of the American Medical Associntion, I think it emi-
nently qualifies him to speak for that association-and for the viewpoint
of; the. physicians and surgeons:in:connection: with: this legislation.. .
I again thank you for germnttmg me to present this.old friend of
mine of-‘long gtanding and to listen:to his testimony, i © + .. ...
. :Senator. ANbERsoN, (Dr.;:Ward, may 1 say L read.your full state-
* ment last night.and it took:me nearly 2:hdurs -of hard.: reading to'go
throngh.it..: I am-very happy. you have a shorter.version today and
withouit-objection your. full'statement will appear in the record, and if
members ofithe.committes. don’t: object -we-will let. you. go. thr_ou‘gh
gmn statement even though it will tun beyond the 15 minutes allotted
founnds.thenhave"questlonson LA T R AR S S
--J hope.the other witnesses won’t worry:about that because you rep-
resent. mainly State medical societies, and. I think that spen ing i for
the - American; Medical Asgociation he should have a little more timo.
So, Dr. Ward, you go right ahead and we will let you finish your
gtatement and:we will havequestionsonit, i /.17 Lfrowis T
et B s L g et o f i B vein e T allT no ggf oy s
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STATEMENT OF DR. DOROVAN F. WARD, PRESIDENT, AMERICAN
MEDICAL ASSOCIATION; ACCOMPANIED BY DR. PERCY E, HOP-
KINS, CHAIRMAN, AMA BOARD OF TRUSTEES; AND DR. SAMUEL
R. SHERMAN, OHAIBMAN AMA GOUNOIL ON LEGISLATIVE
ACTIVITIES 2 g

Dr. Warp, Thank you,sir, .. .

Myr. Chairman and members of the committee, I am Dr. Donovan
F. Ward, of Dubuque, Yowsa, président of the American Medical Asso-
ciation, With me on my immediate left is Dr. Percy E. Hopkins, of
Chicago, IIl., the cliairman of the American Medical iation board

of and on my right is Dr. Samuel R. Sherman of San Fran-
clscio, Cahf ‘the chairman of the assoclatmn’s council on leglsla,twe
activities,

We app ]!f.te the opportumty bo appear before ‘you: boday)to state
our views on

We have prep a,red a longjer sbatement, 'which covers in detail pomts
that cannot’be presented fully in -this presentation. ‘Because of the
limited time allotted to us, my purpose here is to outline as briefly as
possible the AMA’s basic’ ositlon on this matter ag set forth in our
more extensive material. We aslk that the longer version of our state-
ment be accepted for the record, and we urge the committes members

h en(tll th% extra minutes thaf may ‘be ‘Tequired to revmw it.” May
this one

Senator AnpErson. I prevxously sald without ob]eotion the full
statement will appear in the record.

Dr. Waro. ‘Thank you, sir,

Through the years, Lir Chairman, the dphysicia.ns of -the United
States have been imded by concepts of medical care which have been
developed through study, experience, and personal conviction. “We
believe, and: have consistently ‘held, that all Americans should have
available to-them the best medical care, when they need. it, mega:dless
of their ability to pay forit.-

This care is primarily a personal responsibility, but where the in-
dividual requires financial assistance, we believe hat such sid: should
come from his family, his oommumt,y, and where necessary, from all
levels of government.

These concepts come in conflict with ‘parts vt 1-A and 1-B of HR.
6675. With at least two basic. fundamentals do we find serious fault:

H.R. 6676 would gf:wde health oare, regardlessof financial need,
for all persons who have regched the age of-065 years, financed by a
payroll tax on ounger workers -which ‘will inerease ‘steadily in the
years ahead. “We oppose the taxing of these younger workers to pay
for the care of thoss who can meet th eu- OWN 6XPen&es,

Parts 1-A and 1-B of H.R. 6675 would be: fedomﬂ admimstered
and’ managed programs.. -We believe, instead that a pro which
would: provide for local administration will best meet the needs of
aﬂll gla:}'ltles conoemed and w111 permlt medlca,l soxeme to oonbmuo to

ou

Accordin 1 the AMA urﬁfs this commxttee to rejeot: parts A and B
of part 1 o tltle I of this bill and to substitute S. 820, a bill to enact
the eldercare program.
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At the same time, we support the adoption of part 2 of title I with,
certain amendments which we aré recommending today. L
In your consideration of this bill, you may wish to review our testi<.
mony before this committee less than a year ago on H.R. 11865, 88th.
Congress, the predecessor of H:R. 6676. 1Included in our statement-
was & detailed an:lysis of the progress of Kerr-Mills implementation-
by the States, th.s encouruging. health and economic -status of our-
aging %opulauon and the magnitude of the unfair tax burden which
would be impose(i on the Nation’s work force to support a federalized:
hospital program for an entire segment of the population. SRS
his material is as valid today as it was then; and we will not burden.
this record with a repetition of the same voluminous facts and figures,.
Instead, we will ask you to look ahead with us and consider. other-
equally fundamental questions. But first we would like to comment
on specific provisions of the measure before you '
Beyond our overall objection to part 1-A, or the hospitalization.
portion of the bill, we note that section «1814(&) (2) (p. 18) provides.
that payment for services furnished an individual may be made only-
to providers of services if a physician certifies that the services aré or-
were required. This section applies only to request for payment by-
roviders of service—hospitals, extended care facilities, and home-
nealth agencies, - It does not.include physicians. We riote also that-
section 1835 (pp. 87-88) in part 1-B of the bill carries the same pro-
viso. Our objection to both is the same: It should not be necessary-
to require the %lllysician’to certify the provider’s request for: l1;&57111«3nt§..
Since it is the facility which seeks pa.ymenti]it should make the certifi-.
cation that the services were furnished to the patient and that he was:
admitted and cared for upon the advice of the physician, -~
- In (}Jarb 1-B, as in part 1-A, health benefits are provided: across the.
board for all persons over age 65, regardless of finaneial need: He‘reé_
too, the program would be administered by the Central Governmen
from Washington. S e Lo
- 'We believe thers should be a sliding scale of income-eligibility; and"
there should be- State.and locdl :administration, We further urge-
that the program offer the individual a variety of coverage similar-
to the choices in the successful Federal employees-health -insurance-
ro m. . . - - ‘. f L 1 Lot Y : o ) ’.:: DR
P Agsri%, stands, part1~B offers a single type of standardized protection
which, is certain to be unsuitable for:many. 'Health care needs are-
individual problems and must-be handled on'that basis. -~ .~ ..
+ ‘Finally, we believe the insurance carriers:should' be designated the-
underwriters of any such program. This would utilize to.the. fullest-
the experience of ‘the carriers over a great many years in- meeting-.
the Nation’s. health .care needs, - -~ "~ . ... ... .-
' ‘Each of these changes is & fundamental principle of:S. 820, the.
eldercare program, which aroused enthusiastic publis:support. when.
it was proposed a few months ago by: the medical profession.” Elder-
care was thie culmination.of Jong and thoughtful study by tlie' Nation’s:
physicians stemming from their years of experience 1 caring for the.
aged. ' This program remains to’thig day the only.one before Congress.
that ‘wag drafted in consultation -with'the medicali profession, ' -
- -Alsoin.part 1-B sectibnf1842\(~98 (8)(B) .(p. bb);-therd is the pro-
vision that the carrier will assure that any ehangé fan satvices will be,
47-140—85—pt. 2——86
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“reasonable.” In: part 1-0, séction 1861 (p. 84), the. Secretary. is
authorized to establish—by. regulations—methods to be used,.and
items ' to' be.included;: in-determining “reasonable” costs. ‘This:lan-
runge .could ‘éasily be the nub of control in the future, enablin‘g}:he
ecretary to set the range and-'type of medical services for. which
payment would bé ‘hade,. - - T
. To limit the -means by: which' unnecessary controls could -be inter-
jected, the bill should provide in part 1-B that the customary charges
y- physicians will be recognized by the carriers. In part 1-C:the
word “reasonable”. should be deleted altogether as a further safeguard.
. In:this or any other legislation you may approve, we strongly urge
retention of the provisions of part 1-C, section 1861(b) ‘(p. 63) which
eliminate medical specidlties irom the definition of hospital benefits.
The services of pathologists, radioldgists, anesthesiologists, and physi-
atrists are professional medical services which do not belong in a
program s’olelydesi{;nedtooﬂerhos ital benefits,” .:.. - - . o
..We recommend that in your deliberations you explore certain facts.
Testimony :by . the American Hospital Association suggests that- it
secks for its members ever-widening control over medical ¢are,-that
it: looks toward the inclusion of virtually all specialties within: the
administrative -jurisdiotion of hospitals. This .would be a highly
undesirable development i patient care. - Medical care is the responsi-
bility of physicians, not hospitals. - - . R
- YVe suggest you inquire' whether the separation of specialities from
hospital services would not make it more difficult for hospitals:to jus-
tify excessive charges to patients resulting from-operation of labora-
tory and X-ray departments, - = .. . .. o h
nd we also point out that the inclusion: of specialists:in. hospital
services would unnecessarily impose an estimated $300 million a year
additional payroll tax burden on the program, most:-of which ivould
be borne by tlie lower incomé wageearners, .- . -+ .- . il
Section 1861(j) (p. 72) defines an extended care facilitf'. We sug:-
est that the definition be modified to include any nursing home whic
ﬁas; ‘been : accredited -by: the ; National Council -for the’ Ac¢creditation
of Niirsing Homes as a skilled ‘or inténsive care nursing-home,:or hads
met. the requirements fon.approval-of special health care facilities as
established by the American osgital Association.’ L
.. Section: 1861 (k). -w(p."'lti&s:estn lishes a:planifor utilization review
comniittees to attempt to deal with the anticipated excessive demands
for benefits under the program... . These should be significant:changes
in the language of these .provisions as set forth in-détail in thé longer
version of our teStimony.« - 1+ 7 oo o 0 e e
.- Beyond this, we: must state categorically that'it is unrealistic for
Congress to depend on this mechanism to prevent the dangerous overs
bur enin{z“of our'héalth facilities, ' There i3 no totally efféctive method
which will keep.the cost of the program under controli:- - - v st
~ The AMA favors pirt .2 or'title I which would éstablish: a-new
title XIX in the Social:Security Act.. The new title would'encourage
States: to establish a medical assistance program :which aims at-equal
treatment for-all the ¢ategorical public assistance:recipients: " 'Wé be-

- lieve this concept hasmerit and should result in 8 more efficient admiris

istration ofithe.prog m. : ‘However, we believe certain requirements
for' e State plan need modification,:: «v.ri . fHine el gy iy
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. -For example, paragaph (5)..(p. :126) -requires. that .the State
agency: administering the plan under existing title'I or XVI would
have to administer, or supervise the administration of, the plan for
-medical assistance. - We urge that the States:.be authorized: to !de-
termine for themselves whether a program of medical-care. should
be operated by tlie welfare department or by. the.health department.
Further,, pamgmph 310) 1(p.127);. provides, for ‘making '‘medical
-assistance available t¢ all individuals receiving aid or assistance under
the categorical public assistance grants. .-We. sigree with' the basic
intent of this propesal;:it has.been AMA :policy: since 1058. - How-
«ever, we believe that the States should not be required:to’exténd the
AMA “medically -indigent” pringiple. to..the other tlirée :fedeml(liy
defined categories of need—blindy, disabled, and families with.depend-
.ent children. :We believe this should be optional, not:mandatory. .
- Section 1903(e) (p. 141) requires-that by 1975. the. States must
provide comprehensive care ;and, services to substantially all:-indi-
viduals who meet the plan’s eligibility-standards with respect to in-
.come and respurces, et cotera. . If our;understanding of the interpre-
tations that'are being placed on these provisions is correct, a program to
furnish all medical care for all medically neédy persons, regardless of
age or physical disability, will have to be implemented by 1975. This
.would have a major-effect on our present system of providing:medical
‘care for the needy. This séction warrants youbmost caréful study..
.. We also generally endorse title IIypart 1, which is concerned. with
-the maternal and child health and crippled children’s programs. : But
-here, too, we believe thsdt some of ‘the requirements. need .clarification
.ills outlined in: our longer statement. prepared for.the record of these
. earlngs" - . LT PO PO N

"Title IIT would amend the Social Security Act in a number:of-re-
.spects. . Amang these is the provision (sec.:311,p. 218)  for compulsory
coverage;of self-employed physicians under the act....'We' recommend
that the committee reject. this proposal::;In":this;: we are expressing
_.art AMA. policy of many years stariding..:: Repeated:investigation has

.shown that the’overwhelining majority.of the Nation’s.physicians re-
main active well beyond the social :security:retitement age iof 165.
‘Thus; many would be required to pay social seécuirity taxés until/age
72 before they could réceive benefits. This would be an inequitable
arrangement; ‘it répresents; an' nhnegessary; iand-unreagonable ‘sction
,tﬁward one group of citizens against the wishes of the mqjqrity of
‘that oi \p: N N e " 2 ‘ e TR VA
fl‘hg(':‘goreg’diﬁ'g -l‘epfés'_cfe'nt‘s-_bn?fthé highlights of the amendments to
;this legislation.which,the medical, profess;on,asu%’gest . i Other rec-
~ommended changes - and:modifications: for each'of:these sections of: tHe
“bill' and.for other sections; ste iricluded lﬂ ‘the loriger: vetsion of our
~ statement which j‘h"‘i been ‘submitted to'the dommittes. ;.- .7r -
" /And now, ‘Mr,. Cliairma1 and . members ‘of the .committee; a fow
-final words.;" What ws have said- here, whatwe will sayin: the nekt
:f(lawi'{nomiilts;&ria;slrl ’Ofxl‘]iise('ino glo?itﬁtibﬁ’ tiﬁithitshfch'ambei‘,f(i‘t“% t ‘In bt ]e
.Slightest, degre the hand, of the,Senate in the approyal.of this kill.
Yi ' }Ilz\dpegﬁ” fervently. hop,er‘—ﬁfat ,‘ﬁlese ‘word p-‘wi .be :oare(ﬁ}lly
~W§f§ PRITSRS R ORI SRR TS T A n';f;:"s N B IR I erIEH sl
- HLR. 6675, 1f engcted into'law, will #ffett Che Tives'bf a1l ha ¥,
‘today,, arid “the Jives "6t “our " childrei. sl "oilr Qliil,sixiﬁﬁ’;f ehildren,
SHi e Breor Lrsn a:tt ‘u‘i ;!::E};;-.\}iz;vi;; car ot Bl e b gt et A oy
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‘H.R. 6675 will introduce into our way of living an ontirel¥ new con-
:ﬁb of social welfare. H.R. 6675 will alter the structure of our medi-
‘cal care system for generationsto come. A e
“In the face, then, of so vital a stake, should you not once more pause
‘and consider? : : ; o
The American system of medicine for generations has been a system

‘fof quality medicine, practiced through a voluntary relationship’'be

~tween patients and physicians, with doctors free to make decisions

-based on the patient’s specific needs and nothing else. o
-. Yet we have seen the trying problems in other lands—some of which
-are.related in our statement submitted for the record—and the results
~engendéred by -centralized government -programs to provide health
-care. for a large segment of the population. Long waits, poor equip-
ment and facilities, short, impersonal examinations, and lots of record-
‘keeping appear to be the major accomplishments of nationalized health
-gystems. -Canwe hope the American plan will be so different as to
-negate all these adverse factors? a T
- We think not. - Forget for a moment the staggering, though unpre-
: dictable, cost of the pending program. Ignore the administrative
- problems that it would: create, and. the burden it means for wage
- earners at thelow end of the incomescale. - : o
* . Look only at the intrusion of Government in the field of medicine,
which cannot be avoided if this measure is adopted. With the quan-
tity of care thus restricted for the sake of controlling costs, the quality
:must deteriorate. The patient is the ultimate sufferer, But his dis-
‘illusionment is shared by those whoserve him. 'With the advent of
-state medicine, professional discontent appéars to be the rule rather
than the exception. Look again at the experience of the foreign
programs. | Ml
: is may be our last chance to ask you to write 'legislation ‘'which
“will meet the Nation’s needs and at the same time avoid the pitfalls of
-8 (overnment-financed, (Government-controlled, and Government-
-oriented health care system. This may be your last change to weigh
- the consequences of taking. the first step toward establishment of so-
.cialized medicine in the United States. - o o
.:W]lnle there is still time, we urge you to pause, consider, and act
wlse‘ PR S [ . to <. . N s f
‘(Tie full ‘prepared statement of Dr. Ward follows:)
STATEMENT OF THE AMERIOAN MEDIOAL ASS00IATION ON HLR. 6675, S001AL SEOURIT
.~ . . AMENpMENTS OF 1965, BY DONOVAN F. WaRD, M.D, ‘ A
- Mr, Chajrman and members of the committee, I am Dr. Donovan F, Ward, of
.Dubuque, Jowa, president of the American Medical Association. 'In behalf of
the association, let me atate.that we appreciate this opportunity to appear before
you to present our viewson H.R, 6675, .. . L g e
We sincerely regret that such an opportunity to be heard an thls legislation
“was not given after-it had been drafted by the House Ways and Means Committee,
.As a consequence, this comittee has now béen handed an omibus bill of overwhelm-
ggcgmtﬁw which has not: previonsly bean subject to pyblic exaxmination or
. * Let mé bégin by stating medicine’s bellet that the committee has not qnly the

- opportunity, but the obligation, to consider parts of the bill separately.*’ '
H.R. 6675,.a8 it {8 now put together, embodies fundamentals from séveral pre-
5?:;:? adw&?ﬂ}; D,llan;. ;Vftggteg‘ !i,owln,’rrom’é;t’; :eguez- "mﬁﬁﬁs' in; Qllgﬁ?sd;e
esses, the basic hospitalization plgn remains the King-Andergon bill,:..
Aaddltlt)n;’n'ew benefits have been ddded ‘thron?gh a suppleniental insurahee ’bhg
gram, A third part, not res;ricted in its application to the aged, would provide

¢

\
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hﬁﬁgasmg benefits to the needy aged, blind, disabled, and families with dependent
children, ,

The mcasure also provides increased cash benefits for social security recip-
ientst;-a proposition to which virtually no objection has been expressed in any
quarter. .

Medicine has often stated its views concerning these varlous parts of the bill,
1t has long advocated that the four public assistance programs under social secur-
ity be combined into a single program so that in the provision of medical care,
uniform services would be made available to the eligible public assistance recip-
ients in the State, It has also advocated the widest possible use of voluntary
insurance programs in the furnishing of medical care to the older population,

In the particular area which concerns us here today, health care of the aged,
we have a primary medical interest. We were interested in this subject and in
the changing patterns in health and disease of older Americans long before these
matters became legislative tssues.

Medicine has also recognized the necessity of assuring health care to persons
in need. For years, we have pursued the goal of finding a means for filling the
broad medical requirements of older cltizens, who need help in financing their
.care, while preserving for all Americans the high standards and high quality
-of our present health care system. .

Medicine’s support of the Kerr Mills law, both before Congress and before State
legislatures throughout the country, 18 too well known to require review here, But
medicire did not stop here. It began years ago urging the broadening and
strengthening of Kerr-Mills by the respective States. ‘

Even this was not enough. - Medicine in all its aspects 18 a sclence that advances
by continual questioning of existing concepts and probing forward with new ideas.
Thus, 1t continued to scek new health care approaches which would provide the
greatest amount of care for the needy, in the swiftest and most convenlent way
possible, and at minimum cost to taxpayers. .

Out of these long and careful efforts—during which scores of tentative pro-
posals were examined and rejected—came a series of recommendations by the
medical profession for the provision of a wide range of hospital and medical care
to people 65 and . over who need help in flnancing these expenses. This pro-
gram, which soon became popularly known as eldercare, is based directly on the
knowledge and experience of the Nation’s physicians in meeting the health care
meeds of the aged for a great many years. ‘

To this day, eldercare remainsg the only proposal before Congress for providing
hea}th 1cm'e for the aged that was drawn up in consultation with the medical
profession. : ,

Medlcine’s opposition on practical and philosophical grounds to proposals for
furnishing hospital and medical eare to all persons over age 65 without regard to
thelr need for financial assistance is, as you know, of long standing, That posi-
tion is unaltered by the introduction of the pending measure.

‘While we recognize that there are parts of H.R. 6675 which commend them-
selvlfs to Congress and the Nation, medicine is opposed to this measure as a total
package. ; .

Normally, the committee would concern itself primarlly with the financial
aspects of legislation. Buat in this instance, it cannot divorce itself from implica-
tions and issues inherent in this bill which transcend purely fiscal questions, For
at stake here 18 the declsion whether the United States is going to continue to have
a system of medicine which is universally recognized as the finest in the world,
or whether this Congress is prepared to embark on a course which will interject
the El‘edleml Government into the health care of an ever-growing segment of our
population, . _ . - o L .

There is no other way to say it, gentlemen. You are belng urged here to ap-
prove a historie revision of the U.S. medlcal system, The pattern thus estab-
lished would be the same in all cssential particulars as that in other countrles
whose health care today is marked by precarious financing, controls, overbur-
dened facilities, and distracted, frustrated phystolans, ‘ CL .

On August 18, 1964, the AMA appeared before you and documehted medicine's
opposition to H.R. 11868, this bill's predecessor in the lagt Congress. The
98 pages of comments which were then delivered could now. be repeated as
accarate, logical, and forceful arguments against tha adoption of this measure.

But we will not repeat them today. Ve wiil not again detail the progress of
Kerr-Mills implementation by the States and the:continuing improvement of
programs in State after State; or of the 10 millions of our older cltizens who
have purchased health insurance, or had it purchased for them., We will not
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repeat thé extensivé -material wWHich"we ‘Havh offéted in’ the ‘past to show that

the overall health .gand econcmic problems of olde Amerlcans 'have been gl:ossly
eingger ted in't &cnmpargn‘ta secliré éniactment of this jli‘égrtini EERIRSTRTS

*We ‘wilk1iot ‘elte ‘the' arghients againstburdéhing the young to: my for Gov-

Tnnient’ beneﬂts for’ the old; many of whom are better off than those who will-be-

ying: the‘bﬁl. #UWe Won't dtvell’ ‘Again’n thé undérmining effécts’ thls program

ls éértalh 1o hiavé on' the voluntary.!lnsurénc'é systenis which:have! roven ‘thétk

 giceess ini  finaneing health care'for‘all Amerleans; the young a8 well'as the old,’

“II'hesé ai¢"things' y6d ‘kiow and' they dre not disputed:’: You doubtless ivill
Wwish 6 'review oﬁr testlmdn& of-1ess than'd year ago in’ evaluatlﬁg the leglslatlon
befdi'e ybﬂ'f ‘It 4y ge‘rmade today as it'was thenh,: . priel

ONo! wé willnot speak: of thede points except'as refex‘ence to them ls neéessa‘ry
to*make cléhit! the’briﬁciples o‘xifwhleh* edlclne has stOOd in thig - Yong and: bltter
Cotitroversy for almost- 20 yeats) "Instend, we Wiil: ask yon to' look dhead with ua
and consider other ¢qually fundamental questlons. LY RN

“If H,R 6078 ls entacted into law. Wil we' find that: the health care’ problems
of ! oiir ‘blaer [l)l eople : will: ‘dlsnppeaﬁ——or*'éven diminish? - Can’ we, by adopting
al echeme tvhich has éur Natfonal Government oversee the financing’ and ‘distribus
tion' of shelilth edreé for all older persons, ook forward to an‘era of quality medical
care for our people? Will many of our intelligent and:dedicated’ youth continye:
to ‘seek"earcers in medicihe? ' Will the Unitéd States continue to’be the center
of world 'ihedlcine gnd 'of ‘médical isciende? - 'Will' the medicine: needs of all our’
dlder people be served:n:the manner and accOrdlng to the standdrds they have
known zhroughout thelr lives? R R R L

is'the answer to eavh of tbese questions? We belleve.!t ls “no LA B
There nevér has héen Anything ‘simple br easy-about thly: eonu‘oversy. ‘It 18
dimcult to theasurd t e tétertoration: iof the quality of medical edre should this bill’
be'enacted, ‘But’ ay nicdical mefi-who haveé spent’our proféssionalilives in this
fleld, we can polnt to factors which, addéd togother, clearly lndicate a detériora~

'tionl of’ health caré under s system ‘of GOVerhment controlled medicine as that

pl‘ bposed | \mdel'H. RiBOTH, 2 roni 1 LR IR i
“‘Thé: firat'is' OVeiutilization of faellltles whlch wm ‘ocelir: despite provisions in
thé bill'tb the contrary.  There 15'0 quirkin himan nature'which causes an:in-

- dividual, XSvhen he 1§ told heils entltled to a* "free' ‘service, ‘or aftéer payment

of a'modest sum he will be entitied to that service; to feel-he must take adyantage
‘of the service whether or not he has any reat need for it.. I urge you not to lgnore
thls'Véry raal idlosynerhsy or to take it lightly: R A
‘Pn‘ogt‘ams of 'thi§: nature-lend ‘to/exéessive demarlds on’ tacilities: for mlxion
%atment which in turn exaggerate shortages in existing facilities and person-
TPhat ‘has beew the experiénce!abroad wherever Government medicine has
been estaiblishéd. ' It will be the experléiice in'the United States if this bill passes.
~ The’bill frankly:atknowledges this.peril'and attempts to deal with it by creat-
ing utilization review committees. «'Thig device 'inay look sound on:paper, but
hysleldns, perhaps more than any ‘others;’are well aware of the enormity of the
Sfessnré ‘that will be exerted by patfents and thelr faihilies to gain the: advantage
or Gover nment benefits under the program.

‘There'is no totally efféctive method or methods which will ‘kedp the. costs ot
the/ program under control. " As-has been noted, tho 'fact always remains that
érubhing demdnds, 1éading to overbuidehed fdcilitles, have marked Government-
ﬂmmced health care In each country where it ias heen-trled. .~ -

~It ling been stated:that a portlon’of the increased itilization early ln the pro-
gram would'bé attributadle to treatment gf’ condltlons that lndlvlduals had not
taken care of ¢drlier for ofie reason or another;: - -

If the recqrd ‘showed that such utilization was a phenomenon peeul!ar to the
initiation’of these’ programs, this might be an:deceptable arguiment. “But this
18 not what the’ record ‘shows.” For- example, throughont thé first 13 iyears -fols
lowing the establishment of the’ l;os;pltallza.tlon program- in'the Province of Sas<
RAtchetthn, ‘utilizatioti ‘continuéd ;to - Increase. - It -climbed steadily ‘from 1,664
gosp:m} éibays per 1§000 populatlon, When the program was lnltlated, to 2315

O ta 84 4 “'.. e ‘ N ]
e homi ‘enylrohiment to whlch some patietits must return atter hoapitalizaa
tion’ nitist ‘Be ‘considered’in uhdex‘etandl g this problem. 'I‘hdse 'who ar: poor
ana ving in’ depréssing eircimstances ﬁnaturally arér mctant ti Teave n place

gvhere they Have recélved kind treatnieht, good" ogg d understanding:: i

Noi"shhuld the factor of lonalluess bé o?“erlbqk ““A1"physiclans soog learg
w o see

e

| ' )
Vo :
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ge?tﬁeltlt for vaxue nilments with ill-deﬂned symptomﬂ, merely to have someone

alk . to, ‘

-The effect of ovemttllzatlon on the quauty of medlcal cere ls obvlous. ‘ mthe
faoulties are-beipg utilized by.indlviduals:who-have no pressing peed for, care,
or by those whose chronic conditions will.receive litfle or no.benefit from. thelir
bospitalization; the same_facilities: will, be unavailable.to'persons who: are:in
jmmediate need. ‘It would be the helght of. injustice If-the worker ywho, must pay
for this program could not get the care he.ou 8 mewmber of hts tamﬂy ueeded '
because of the program, . ey T ,

Further, it must-be. understood that every time hospital personnel are requ!red ‘

, to spend time with:a patient who does not, have an immedinte need for care, that
time:will not-be available:to the patient, swho does have a need.: This results not
only {n frustration of the pergonnel byt in:a decrease in.eficlency., -1 .4, ~uifqir-

Oper ting costs are also fnextricably:bound. with-.the peril.of overutmzatlon ,
It Lacilities are. overutmzed; there ;will ;be . a..corresponding - increase - in . cost,
Imagine . the, magnitude of:the .expenditures thatwould:be necessary lf the .
experlence in Saskatchewan were Guplicated under: thls program:- L s

‘When costs gct out, of line—and let- me. assure yon, they. will—~there are: three
possible courses of action. ..The first i8.to redluce.the benefits;: the:second:isito
increase taxes; the third Is.to impose Government controls, on: the sorvices in ap
attempt:to: control costs. We know yelfare benefits are not liKely to.be.cut back
once. the public: bas: learned to- enjoy them. : certainly, constantly increqslng
taxes are undesirable. . e

. 'This: leaves the third approachmcontrolling the providlng ot servlces,, ’I‘hts
bilk containg: the mechanism for doing exactly that. It:would extend: -regulatory
authority to the Secretary of Health, Education,.and: *Welfare with respect to the
administration of,-and. medical practice in, participating hospitals....Use of. this
authority by Government employees to keep. the-1id: on; services, thus -guaxrding
agajnst expenditures. golng bndgetary llmitations, must be: expected Inqeed,.
it cannot be avoided. - .

. Under; our system. ot mediclne as we have always knom; it treatment or the
indivldunl has come first and financing second,:; The physlctau has exercigsed his
knowledge and skill to his greatest capacity:in-each cage,:: But.with the, ‘empbar
sis shifting from: quality to cost, as it must.under a- publicly ﬁnanced prognam,
deterioration in the quality of care is inescapsble. .

/Many. ot these: problems-have been: xecognized. in Rtld out et the medical pro- ;
‘fession, ' With the best of intentions, suggestions have been.made. ‘that . the -
solution - Mes; in_the construction of more, health facilities .and - the-training, of
more medical and ancillary. personnel. : Unfortunately, it isn't quite that simple,

A minimum of a year and a:half is gequlred to: constrnct a new; hospital, and
a minimum:of 9 years to.train a physician. Under the most optimum ‘conditlons. .
and. even:if there: were unlimited money;to.spend (on-an effort of-the required‘
magnitude, there plainly. ;would be n serious t.imelag before pressm;e on the ex—
isting:system could be relieved. : ‘

Testimony before congresslonal committees has repeatedly empbasized the need
for:increased facilitles and personnel to- meet current requjrements and keep
abreast of the country’s normal growth. -

. Hearings . have disclosed that ,20 percent ot the positlons for protesstonal
nurses In hospitals:in the: United States are now vacant; that 1 out of 10 nursing
homes has no full-time professional or practical nurse; that T out of 8 of-the
13%00 tacilltles oﬁ!ering “personal care" or “resldentlal cere” have no nursmg
Bta et

Members of. Oougress have also been informed that the tea ere reportlng.
a: -need. for:133,000 more general hospital beds and some $32,000 long-term beds,
Wt"slé éhlﬁltl)?st of modemlzing and expandlng existlng hospitals being estimated
a 10} ) PR Y

These figures represent current needs. ,How mucb more wm extgtlng andr
threatened shortages be aggravated by the:enactment of parts 1-A and 1-B: of
H.R, 6675, with its attendant prohlem of averutilization?. ,What effect can the
alglszayalt'ilon o% these shottagee have on: the mlality ot medlcgl care aval)able 1o
a mericans Vot 3% ot x‘x) 32 .
. With . respect to; physlclnns end dent,latg, it has been toreeast that there wﬂl
need to:he a.50-percent expansion:in the ‘number, of.physlclans. in. trainfng and

a.100-percent. expansion in dental school en;'ollmenbs by: 1875 morely to keep pace
wml the-population growth, ;. : e BHN 3O 0F e ROy

« Rut one youst also congider the student, ‘Ha is awarg tthat he faees ) mlnlmum
of 8 years.of:bard work before he can expect to practice in bis chosen feid, . He
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- .gees 'his ‘classmates who -havo” entered -otlier' fields reap-rewards: from: thely

-education at a much earller time, Industry and Government programs urge
him to entér ‘other sclentific endesvors' and offer him- inducements to do -so,
Thus, Medical :gchools may have difituity -in: continuing: to atttact the high:
-caliber studenty they would Hke to'have, - - v o ol AR

- Bub when yon add to- that: thé prospect of Government control ‘ot the threat

-of- Governmient control us i contained 1fi parts 1-A ‘and 1-B of this bill, you
‘introduce an fhgredient that will tendto dissuade the qualified student even more
‘from pursulng a medical education, ‘ : ST R LR

- For ' example, ‘Bngland! has establlsh‘adi~scholarshlpﬂbf6‘giams for médlcai

. :pehools,” And: yet the number of mredical students in England has decreased

gteadlly to a point:-where it has  fallen’ below the: 1988 level—some 10 years
-earlier than the ertablishment of its national health progeam., - = = -

A 1t Peaches you now, parts 1A and 1«B of this kil apresent a new proposal
- -of unequaled: dimensfons as: compared with:prévicusly considered Government

-heéalth programs. ‘The total ¢ost of H.R. 6675 to the Federal Government,.in.

“cluding the acceptable features; has: been éstimated:at $8- billion. . This'is an

estimate. “No'one kiows today what the actual:burden on the Treasury will: be

-‘'whendt attempts to pay for the health care of every person over 63 in the United
‘Statey, the wealthy and self-sapporting as well as'the' needy. = - SELAE

Only a few mionths ago; before this committes, we noted»the'{n'créaaing tax
burdens on wage earners:whicli these fedetally’ fiianced health ¢dre measures
will create. First being considered was a ralse iu the tax base to $5,000, then

© to $5,200, then $5,400. : Our testimony in August 1064, containéd the following

‘statement : “In the:last fetv days a figure of ‘$6,600 has been mentioned fn- this
‘chamber ‘as a possible soclal security tax bage.”. ‘That figure {8 no longer & that-
‘tér 'of conjecture; it has become d fact established in HUR. 6678, - - '
- We ktiow that 10 each’ stcceeding version of this legislation in receht years,
‘the cust cstimates have been revised: upward--of the benefits have been tevised
downward—or both, The inadequacy of the previous cost estimates has: been
demonstrated and admitted repeatedly. ‘It s significant that, in' the short petlod
of time Bincé the King-Andersoh measures were introduced’ int the 89th: Congress,
the House conimittée again’ adjusted the tax structure upward, while decreasing

-the benefits to be offéred. If past history is any indication, and we believe it 1s,

we can be sure there will be furtlier increases voted In' the séelal security tax

-Bcales béfore the stepped-up schedules, as: proposed in-this bill, through 1987,
PR . . P E . Sy AN 3 . [RVIN

have been reached. - - .o , i Lo
"' As we have dald many times i1 the cotirse of this controversy and otir appear-
‘anceq before conimittees of Corigress, thd isdue here'is not health care of tho aged

© versusno health'care, Thisnever hat, been thelsgue, !

. The medieHl profession has always held that all-Americins who need health
cire should recelve it when they need it, regardless of age or ability to pay for it

. 'We have'opposed; hotwever, the unhderiying prineiple upon. whiech this' measure

is based; namely, that there is a need for the Federal Goveriiment to ‘provide
heal’h care for everyone overthe ageof 65, - > - T p ot U T

© Harller this year, the American Medicdl Assoclation presented to the publie
1ts program which proposed Federal-State assistance to the aged with a simpis
income test to determine eligibility. This program, as we have noted;, marked
the cauliingtion of extensive study and discussion within thé medical profession.
Utllizing Blue Cross dnd Blue Shleld and health insurknee cottipanies as Inter:
mediaries, eldercare wotild authorize State governmetits to offer the t'ged 4 com-
plete range of health care if they cannot afford to meet thelr own expenses; A
burdergome new payroll tax wobld not be necessary since eldercare would éon-
centrate aAvailable' resources on bringing ald to thuse who need t, Milliors would
not be spert for care of the self-supporting or well to do. We submit that elder-
care would be a more efficlent and more economical system for providing medical
carg for the aged than that proposéd ih the bill befors you. ' -
- Througliout the’ years, the physicians of the United States have been gulded
by concepti of medlcal’ care which ‘have beén developied throdgly study, éxper:
fencd; and - personal donviétionis: - 'We:'bellevd' that all’ Amerieanis should huve
available to them good medical care. This ¢are is primarily a porsonil respons

- gibllity, Yut wheed the' individunl ‘reqtiives’ financlal’ assistancé in: meeting his
- Health care’expenseés, we believe that!sdeh ddsistatice may comegg-om his family,

his community, and whars mecesstry, from 1l leveld of govertinientit - (-
Theso concepts come in conflict with parts 1-A and' 1«B-of I.R: 6075." In:at

- 1eHat twU baste'fundaméntuls-do'we find setious funlt: - H.R. 8875 woald provide

health' caro‘foranbérabuprwnothaw reached the'age of '68:yeaty, withott regara
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to need for asgistance in meeting health care @ Ken Ss We strongly disagree with
this underlylng prineiple of the bill. | Parts 1-A ana 1-B of H.R,. 675 wou dge
federally ‘administered and’ managed'’program. ,!-Iere, 100, W rongc
agree. Wae belleve, instead, thag a program ‘which ‘would prpv!de ﬂg 10cal ad-
m!nistratlon will ‘hést uileet the ‘needs of ajl parties poncerned and will permit
leal aelence to i!ouri ing gree soclety.,
: ccofdlngly. the AMA urgés this committee to rejest Parta A and B of part 1
of ‘title 1 H R 0675. Apd to’ subsﬁtuto 8. 820 a bill to enact the eldercare
m,:
owever;, we have réd a serles of comments on' pecific provisions in
parts 1~-A and 1-B whlgh (fq included in our testimony. - %e belleveghis materlal
offered by thé medical profession will be helpful to the cominittee, '
" At 'the same time, we aupport ‘the adoption of part 2 ot title. 14 with ceftain
amendméits whicli we are rétommending téday.
Before turning to thege Pqin ts, we should 1ike for the sake of emphasla 'to single
out three provigions of th 8 easuré which merit’ your most sérious attention.
“A® it stands; H.R. 6676 excludes from jnpatiént hospita] gervices the gervlces
ofhmhologmts ridigoﬁsts,sghytséatﬂsw&and o.l;zesthes (t)llxo 3 sg.! Ixn any | (
w you repor o -Senate, we stro o 8 la 8o A
1881(!)) p. 63) be retdined without' podlﬂcatg! “f‘ ? Sl m
8 of athologlsta, radlologlsfs physlst;ris 'and ‘anestheslo i
are pto ngl medlcm gervices perf a by, . 'The fact that’
praetice 1s'1argely in thé hobpltal 18 mcld ntgl. hese a: @ot hospltal gervl es,
and they do not belong. ir g progmm d lzned mely to & or hospx;al benefits,
Au physiclans want to be responsible tgc F oom-
petence; they cannot be restricted by decisions of nonmemca; tPerponpe pp what
serv ces shi) uld and should not be peérformed gledlca ac
If patlhoA og;sg;t,l rz;dlologists, ph{slastristf, %10 alnes s odmoelamt llnclnded
i ~A O e I, 98 proposed in Senator ag' am it (3
I‘Z subject to rulea and regevglguons u% éoere&Pry of ﬁ
hospitals participa f the program, lt to ows that ey, will auquct to,
curbing and diréction’ by Government empl o ag:n tn
ing to meet their primary responslblllty towa gbe b t in the on}y way open
tothem throu{!t]x control'of seryices.
er compelling {@gso why lttee shq . e wll;h
m!eros pic: care e motivep d t.h etrenuo { .
llgs E:L3 mxt of

Hosp{tal Aggociation an
oo following &t Ateracnit. from A,HA teatlmw betore "{his commitiee . th

tofe th

hospital setvices unde ;s{egi“)a; el st hating

Y'IR) ;friottlls vtvays th: txlxleeecllss of tthe pugllic and tl:e %ﬂortdwto p;oﬂdemige 08

© patien CAW a owes e en WaL ] y
fgﬁcﬁntraig%% ofp w e wau'iet‘g7 of ﬁgﬁ skfued 1d tral eg dpeclg%?ﬂts wox‘dng

3¢ pubmit that jore’a’ et of 1 0" than 8 5 qttac
¢ ébaq 't e‘stt;gf ghsat The Anf tftc%mﬁ ospital r?Aosﬂisoclatl(m a eha t’
b ‘for Its tnembers-—-ever- [dehing control over th vipton o m %A”

-----

thls conntry. Can there he apy doubt trom that ata ement at
igs sightg on t io nclualon of ﬂ%a)ly all spx ial 08, not just the o sgr cyrren
;mder ‘discosgsion, within the sphere’of hospita tive furl

‘It 18°also obvlous that the AHA is endqa ring to enll congress 48 an all
thé furtherance of this objective,” *

“We are aware that Edwin L. Orosby, M. D.. executlve Vice grealdent of the AH,‘A.
has stated in'a telegram “Scnator Paul Douglas that the exclusion’ of these
specialtied fr gm the hoqpit lization section of this legislation wopld'retard
grogth ot th modgrh h tal LR, the "central ingtltutlon in our galth sery ce
system.” B
We strongly dis ree that; hosp [} ahould become the. “cept;ml institution” oi'
the ptotVlslun of medical earo. '13 t? ot thelr putpose of their xun dig 9 .
hospital 18 primarily a place where ed cal care 18’ rovmed t9 p t{enta Medi~
cal careis the responsibility of pliysicmnq. pot os&t% W

ou

erniore; we'belleve th slatlve proce: 4
fqgg what isr:'ow a volnntars qm;%;ociaﬂtm 4 ists d h gg&é
p hipulso? le x;q which, by the torc;& or Iaw, uld’ hzh the Qﬂect ot

Py ysicians to becoma hoapi 1 empmyees er they’ Were wulin _

¢ It hoapithla are perm!tted, with the Iniprimator of A Federal latw to tnre\"
adminlstratlve control over one segment of medical practice, the door will b¢
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‘oben to turther extension of this authority to other specialiles. WIll thera then
be any safeguards against ih‘e evenitual absorption of all medical practice within

hospitals by hospital adininistrations?

G A h

" We vigorously. dissent from the thesls that the concentration. of specialists in
hospitals as full-time ‘employées I8 the avenue to “the best possible patient care
at the lowest possible cost.”.. On the contrary, the separation of the.speclajists
froni hospital services will undoubtedly reduce costs to patlents. It .is commeon
knowledge in the profession that in most hospitals, the operation of laborator
and X-ray departiuents results in excessive charges to patients, charges whic
substantially exceed the actual ,ogerutlonal_co_st. : The -inclusion of speclalists’
services as part of the overall charge tends o obscure these “profits.”” The
separatlion of these speclalties from hospital services under this legislation would
undéuhtedly fnake it more dificult for hospitals to justify these charges on. a
."l‘e&-sﬁqlmb?.CQS.tf'»AbﬂSlB-.,r,, IR T T TP I TR T [
~Beyond thils, physicians have a far better record. than hospitals §n keeping the
price’of fheir services within bounds. In the past 28 years, physiclans’ fees have
risen only 100 pércent while the overall cost of living has increased 118 percent.
Hosplfal costs, on'the other hand, have climbed by 405 percent, .~~~ . = . .
*'Dr, Crosby hlso stated in his telegram that “the required total separation of

the particular physicians’. services involved from the departmental costs of:hos-

pitals will requira.hatfpnwide renegotiation. of contracts between hospitals and
specialists and ‘betwéen hospitals.and third-party agenéles.” . This 1s an exag-
geration of a midof firoblem, More aArgumentative thanreal. =~ .
* 'The exclusion .of ‘these medlcal services from the 'hospltal program woul_ﬁ
nndoubteédly résult ‘In ‘changes ih existing procedures for some hospltgls and
some 'ph¥sicians and carrlers. But' it would pose no. major problem. Thess
arrangements gre subject to negotiation now and can be renegotiated ensily and
without diffieulty. T B
-"We, want tg reemphasize, howevér, that if you force this union by layw, you
will témove the voluntary -character of the existing arrangements and lock
great numbers of these specialists into a compulsory system against their: wilL
" Finally, we suggest that the members of this committée consider the financial
impact’ of “‘this-praposal ‘on' the hospitalization progranmy contemplated in this
legislation, . Many people, in and aut of Congress, are upprehensive over:the
Prospective cost'bf this program. "It should be kept in mind that the incluslon of
speciallsts in hospital services at an estimated cost of $300. milllon annually
would “untiecéssarily fmpose an‘additional payroll tax burden on, the program,

most of which would be borne by the lower incomeé wage tarners, . . e
"+ Ou seconid potht concerns: the proposal it the bill’for conipulsory coverage of
phxsllqligqs., under social security (sec. 811, p, 218). We strongly objéct to this

roviston, '/ 0 U L T
p The argiiments £of compulsary. inciuston of ‘ail physiclans in the system, regarg-
less of theit personal ‘desires, simply cannot be applled tq individual members of
the medical profession, . A self-employed ,d%ctor,ir_upelvy,ljetlrgs When he becomes
5. . Flis ¢oncern for his patients and his ability to serve them continug béyond

his birthday, and, similarly, bis patlehts’ needs for his care bear no relatfonship
tto a.rétirement age written intoalaw,. . CU syl el
. Surveys on physiclan rétirement have shown that.the typlcal physiclan would
be required to pay. soclal security taxes until age 72 before he would recefv
benefits. e submit that this section of the: pending’ bill . would represen
ubnecesséry and unreagonable actlon ‘directed ‘at self-employed physiclaus, and
we urge the committee to rejectit. ., . .- .. O UL TP
“Our third point concerns sections 1803 (p. 89), léM, (. 90), 1874 (p. 105),
and 1002(a) (6) (p. 126) which deal with the use of State agencles and adwin.
istration of the programs proposed in the ‘bill." The American Medlcal AssQ-
efation would lfke to call the following jJoint pollcy statement to the committee’s
att@n lon:' - ;‘:*‘:,\v.“ BV o s :,;‘»_1_,.' fsv. - L el i -};
. #Without respect to Individual organizational position on the substantive con.
tent of H.R. 6675, the -American Medleal Assoclation, the Assoclation of ‘State &
Territorlal Health Officers, the American Assoclation of Public Health Physi.
cigns, and. the‘Ame:lcanii?ub}lc Health Assoc¢lation are In unanimous pgee-
ment in urging that the health care portions of the program envisioned by H.R,
6675, swhen and if enacted, utilize the administrative and medical competence,to
be found in State health departments. - It 18 stressed that thls 1s to be & medica
éare program rather than a welfare program and requires competent medlea
direction.. The coordination of, and price responsibility tor,. the gin:qg;;armvln

H lr v d + z’ o N3 LI @
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each State, whatdver agenciés hd équ\‘ve‘r‘ed. go parpf ‘
the program, may properly. be placed In the State hedlth department.,”
Beyond thése questions, we herewith offer turther views on other specific
provislonsof the bill: . . . P T
Title I, part 1-A e AR A Co
Sectlon 1814(a) (2) (p.'15) provides that payment for services furnished an
jndlvidual may be made only to providers of:services if a physician certifies
(and recertifies, whére such services dre furnished over a pertod of time) that
the servicey are or were required, This section applies only to requests for
paymernt by providers of ‘servi¢é<hospitals,:extended care facllitles, auil howe

out specific portions of

health agencies. It does not include physiclans, - ! -~ R R
* It should not be necessary- to Yequiré the physician to certify the provider's
request for payment, Since it is the’ facllity which seeks payment, it should
make the certification that the services werd-furhlalied- to:the: patient and that
he ivas’admitted and cired for upen the advice of ‘a physielam; == - .1
" 'The further requirement that, in the caséof:lnphtient tuberculosis hospital
services, the-physiclan niust -certify’tlhiat -the: treatnient: couldf‘reasonably be
expected to (i) Improve the conditlon for which such treatment 18 o¥!was:neces-
sary ‘or ‘(1) ‘render’ thé conditfon norconimunicable, is- withoat justification.
It I8 hardly likely that the physician would require treatinent for a patient which
was reasonably not‘expecied to-benefit the patient’s condition, = = i+ 3wt
- Bubsection ‘(d) ‘of section 1814 (d) '(p. 18) ‘further: provides‘that:payment
shall be made fn the case of Inpatlent tuberculosis hospital services if the services
aFé those Which the records of ‘the hospltal indlcate \vere' fdrnished:to" the ludi-
vidual during perlods when'he was recelving tréatiient which could redsonably
be éxpected to' (A) improve his:condition ‘or- (B)'rénder it noncommuntcable,
Thils provision places the hospital administrator fn a position of havihg: to pass
dpon the medical réquiremients of the’treatment furnished and to:defernine
whether - hospitallzdation“could reasonably bé expectéd:to (A) improve bhis: con-
ditlon or (B) render it noncommunicable! We submit that the order :of the
physiclan for ‘such services should be ‘suffiélent basis on which' the ‘provider
may make a claim for payment. e T il T T i
“"In any event; the reqiuirément that the physlclan ‘acconipany the’'certification
with “supporting material, approprinte to the case involved, fs may be provided
by regulations,” {s unnecessary and belies the earlier admonition ggainst Federal
F“pe'Vlsi°n.QrCORt§°1~A,, L T Tt I LN SE R TR RO PR B St . Vi e ;‘ §oen] ,:, e

Title I, part 1~B- © SR TR R A SRS SR E TRt GNP S DS S T
* ' Part 1-B would provide for bupplémentary health'benefits for the aged, . While
the program 18 termed: “yoluntary,” the'nature’'of the program more closely re-
sembles a cqtq‘)ﬁléor{ health care scheine.t "Here, a8 In'part 1-A, the bérefits nre
provided acrogs the board for all periond’over age' 65, whether ér not they mny
be “of 'substantial’ financlal ' iveans. | Here, " t00, the: program "is: federally
admln!htemd- . .;;:jv,w H “',:';. % ';. . ey sl .'i!‘: IS URE S PRI T Y| -r’A‘I‘;,'; ".'..:';il.;j::;‘vi
- 'We bélteye part 1-B needs cértaii significant/chinniges, i« .-% «7ivr i nntajy
" Rirat, we bélieve strongly that fundd spent on finaucing health ‘¢are should be
doncentrated on bringing aid to those'who reéd it *Wae urge that there be 4 sim-

¢ .

‘plé method writtén into the bill throngh' which the elderly can’ demonstrate:thelr

PP

eligibllity to particlpdte tn'a prograii 6f Govérnment benefits,’ ! - -1 SO
. Secondly, we urge that the bill be amended to provide for administration of the
progrdam at the State and locl level., =+ 7 it Sop e dEetnar e e
" BotH'the amehdments which we are here supporting are fundamental in’ 8. 820,
which was drafted in' consultation ‘with the'medical profession. ' We can say
categorlenlly; that' both 'were framed'after long’ and thoughtful consideration,
not only to guard agalnst the needless éxpendititte of public funds and provide
aximum care for those in need in the one case, but also to preserve and protect
hé' independent systern of medicine fn thid country which' has accomplished: so
‘much for markind. ' The'enactmerit of §, 820 in llew of parts 1-A and 1-B would
‘better gerve'the interests-of the aged in qur Natlon, -~ ... b.moe o 0o
 The eligibility réquirement need’ bé 'only ‘a uniform and Bimplified stAtément
of fncome as irovided In"'S..820,  ‘Placing' the program tnder State and loeal
adminjstration can be easily accomplished by adopting the 8. 820 procedure fob
taking advantagé'of the-existihg Kert-MINs mechaniam, - o> = o df
‘" We'hote' with approval that part'1-B does follow'!S. 520 fni oné respect! It
would biing prepayment plans and insurance carriers into the progeam, althduigh
ot to the'extent we'shoilldTike to dee: - Thé HiNl dliould go ek further kiid-wé
urge that it be amended to follow closely the pattern of tlie outstandingly suc-

et - .
P LT A H \
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cesptul Federsl emplo heglth benefits ro ram, It should offer a varlety of
inms\uance coVerz.gep yt;es ql&e phof.ceppghgred 1331 Federal' ? Sloyeea pro-
KRB, LFOM hic i»eaencm g6 can pelect, thio one At n# the indfvidual desires

The slngle, standardized program offered by part 1-B s certafn to bé unsuit-
agle fox; mang. tg‘l;ere shoulctlt bia’se‘;eral alte{annuves as tob tlsipes &:xd uu)jauratlon
of care to m (] program truly effective. Moreover, wa belleve the jnsurance
oarriers ah accorded the role of underwriters, utilizing to the fullest the
experleuoo whlch bean gained by the Drlvat& insyrance industry end PreDAY-

Furuzer. we offer 0F YOUr Gon ideration the followlng mcnmmendatlona ‘with
reepeet to other provisions of part 1~B of the hjlL
Under gection 1888 (p, 87), ﬁment to the pravider of {oes requires ‘certl:

Bl e 5 vt K e Sppcably s Oy G Bt o
services should be required to ny certification g8 to the servtees fur

The cextification can include the B temeu that the services were provide pur-
auant to t.ha mmtion of the phys!cinn. e the pame qt @ pbyslclun can

cluded in the form
. Section 1840(a) (1) (p. 46 amd (b) ) (p. m muixe tha.t s wonthly pre-
miums: payahle under part ;%%; security or
railroad retirement benefits mld to the iary. Wo b eueyq £ me indj-
vidual should have the right, it he so eleeta. to pay his pramium ona iract, volun-

tary
. aeounn 1843() (8) (B) (p- 65) provides. that the camer wm SBRUFO tmt z
charge for gervices under the program will he “regsanable.’’. . In. this contex
“reasonable” can mean anything. It opeans the door to phyﬂlclan harassment
by those direnting the program, - There are only single ateps batwesn queationing
@ phyaician’s fees, questioning his judgment, and thcm questioning the coyrse of
treatment he has preacribed. We recommend thet the term “cuetomary" be
used in lleu of “reasonable.” .

© This section should further provide that when questions arise.they qhould be
settled with the assistance of the local medical soetety. This s the procedure
which has been succeastully amployed for xem by mue Shield &nd prlvate
insurance carriers. ,

Titte I, part 1~0 ' ‘ '

Section 1861 (p. 63) contains deﬂniuons whlch are appllcable to part 1-A and

part 1-B. In section 1861(1) (p. 71), “posthospital extended care servlces" al'e
deﬂned as sorvices furnishpd.an individue) after transfer from &
section provides that the patient must be admitted to an extended cm*a acllll;y
within 14 days after discharge trom the hoapital. We belleve that this 1
day provision should be expanded to 90 mys. m wov.ld it 8, patlent '@ be
placed in a nuulngehome within the langer 90-da; d ’Bg the necessity of
requiring him hospitalized for another 8-day period. e add. ztlonal pro-
vislon permitting readmittance to the extended care facility. wmun daya Aftor
a’ discharge therefrom is reasomable, hut we question under this terminology
‘whether the patient loses np to 14 days in the nuralng home gince the section
provides “such individual shall be deemed not to have been discharged from the
oxtended care faclllty if readmitted thereto withln 14 daya after d,lacbarze there-

from," .

Sectlon 1861(J) (p. 72) "defines an “extended cara taowty " We sux eat that
the definition be modified to include, in addition, anglnu raing home whi hns
been accredited to the National Councll for the Acre tat.ton of Nursiag
ag skilled or intensive care nursing home, or has met the requirements or ap-
provall (&f specisl health care facilitios 8a eet«abliahed by the American Hoapital

Section 1861(k) (p. 74). which deals with’ ntlllsat.lon review, provldea that

where c¢ircumatances require, the review may be made by a group from outslde
the facllity. We suggest that lines 20-28, page 74, bo changed to regd “(1) which
is -established by the local medlc:l soolety ; in «tablnMM 24ah: graup, there
‘mvm:%aaw:‘pgm b soma or ol of the hoopmk and ewbondod care faomuo:

" y)

‘We suggest, if tgls mechanhm is to be tuml, tba aubmctwn (4) (pQ 78, bt ep

B e e
Ny
dlnl (made &fter opmrtunﬁ ﬂor mt;nsult:lmon h utt& b.vag?

\
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b.vslclan mémbors of siich co:nmtttea or group thnt any tnrther utay ‘i

the mst tutlon l%n t med? l{ T A
‘Further, we belleyé h hat thid’ sixbsecuon should be aAmended to provide im.
munity from' eivil Hability for physiclans and othérs who setve ori the atfliza-
tion review committees established %ndet the bill, Wé ¢an vidualize citcum.

stances surroundin g admidsions and dischatges, ug we\l as othér aétions which
mag'é b8 requlred of review eommlttee nmetbers, ih which such llubuity ¢onld

Whhe tvo dre o thiy HINLEST, - Hghin voley ‘ot earlier warnthg that too
much pelfance {8 placed In this legwlhuon On ‘thé utili¥ation review pProvedure
ag & safeguard against excessive demand and vtsverburdenlus of facilitles.” ' -

In a number of instan egg utilization review cotimittéed Have proven theu-
value and have occamplished the objectives for Whlch they wére ¢onceived., Biit
thesb were under rormal clreunistances, Ths sitqation which wil} obtald when
millions of elderly Ameri¢and deck benefits' thb& ueve themaetvea enﬂtted to
undér this program will bty anything but nérma,

‘Sectlon 1861(1) (2 76) relating to “agreements tor trtumfexi bbt\%oh a&tended
ciré facilitles and hopsitals™ as well an all othiet sections riferring
sich'‘agieenients should ‘b stticken. W cAil’nee ho. nédésslw restticting
the number of qualified ‘Heénsed oxtenddd care fadilitiew, not do'we ses tha
such i'provision {8 hecdsdiity in-order to nssute thut proper méedical’ lnformutlon
concerning ‘the patient’ will' be available. ' The requiremernt of un Bgreement
g?ulg gazg the effect of placing quuuned nursing hoities under fair competitive

sadvdntdge,

In the event this subsect!on is not deléeted, wa would mmmeﬁd that the words
“esrentlal to nssuting" (p. 77, line 6) ‘stticken and the' phl'asb “déesirable - 1n
order to nssurd” bé substituted theérefor. This would petmit the inelaston of
/& mirsing home which Has attempted in faith to afiter Inty a1 agreement
with a hottpital, Wwhete the Secretity Ntids that to ifelade the huriig home uhder
the provistons of tho bl would be in the Bost initerests of thu comrynity.

Sedtlon 1881(n)  (p. 79) tequires that a plan coverm hottie hedlth wervides be
ostabushed within 1-: days after discharge From a hoap 41 or extended eare facil-

g proviotsly recommentded with respect to admission to exténded care
fla%igl e::. n\;é bel!we the perwd ﬂhomd ba extented to permit tho plan to be eatab-

8 W n 90

Sectl (p gg& Uity the’ d y'and biotogtoals to b, made dvatiable,
in hospl ktéﬂ cate fcjlities to those lnc wded 1 tottiln dompendia’
and publleaﬂons oY to thosd which Afd selevted by hAracy dHa dl-n thera.

peutics committee of a hospi 1. The AMA feels that ts definition 1s ah utinecs
e88ArY i-esti‘icﬂcm oh' the phys mn m hlé t atmént or fs patient.’ tVith respect
to compondm, tt bre 18 alw 1’5; % rgo “Belng added to the lst,
the thék‘apé Oth 1tteo. qog result it that not only.
wo\ﬂd tid’ pny c‘nm bé r )‘r} 8§ cholee o “(which' 18 tadé on the.
3%1% of tlfmfgxg%:iauat mttént) ‘buvdl ﬁrbﬂf hospfms in the sattie ared may have,
ering fo

Tho Autrjcan’. feateal Assoclntloﬁ beﬂot'eﬁ tmtt adequate pt\stectlo;) ‘of the
patient {s'providéd \ndct the exidting food an ? ?‘ law, W6 cda 8é6 no reason

why & drug which has met the Nquinéments ¢ (t at law shoii d not b&prescribed
"t tho. p;\ltl él(ff cgpndltxdn warzants {t. 'rhere oré, we Woum utgo the deletion
of 8ectlo

See on'1 g\ i codcomm Mtu roas nab!e cost and fs ne tion
which iﬁayﬂt G htR; g?co’ntrét i tﬁ(}éﬁt\u‘&s 'Ei reeeng. tca{ ‘e}a
ment of “tho reasonyble eost ¢ fiby st “W rty 1s given aﬂth

s o

to eqthBlgh tn’ gumtions methodd to; incl\med ln de-
zxdnmmg th gy, tm mnho ven pot (;b
leal cat'e in'thie R uy g Bugg b yord ng\&b e’ elete
in order to limit the means b tch \fn ecéssary tontrolb. cou it Mjébted. i

Section 1860'(4): (p. 08) provtded that if tho Socretuty finlle thtte is' a sullstaxys’
tial fallure to make thmely review.of utilization of longsstay cases in a hospital'or
exteuded care.facility, he 1ay, in Meun of tevininating: an' agreement with: the;
factlity, declde.that with respect to any.individual admitted to tho hoapital or
facility after a-date speclfied by him, no payment would bo made: under the pro-:
gram after the 20th day. of & continnous.period of services; -\ We recommeond that
there bo 60 dayg ‘notice tequired under. thi%subaecﬁon 10 preclude the poaslbiut.y
thas a patieirt will be penalized althougli he hinsolf isnot at. fanlta:iivos: iy ¢
s Sechton 1869 ¢m 101).-provides for determinations of: eligibility. for benents and
appeals by the individual. Subsectlon (b) would authorize the individual to ob-
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T regas ng pu ot elle a
a‘a B;a ?‘i 3\3«3:’9 3 Qg, :grl pq ¥., G\ ¥tgll;eﬂ$l?y setzfgg iv gunreau,stlc utnras a

en 10 \
Wgecii}n Boglp\ 1] -Bnivould émenci thie 1 Ingemnl Révenue Coda With res spect’ £0
cai espenge uctiops. ﬁ)n e pne hand, It would grant & deduction to eve;
taxpayer of ‘one-half the amourlt {up to & Thaxitum of $250) wwhich he’spends

' tor health {usurance. - The Am !rlean . Medical A ss}: Jatlon . supports this deduc
8¢

°?k” an ingentivé to ‘the mdgv dual to purchase bis. own health insurance pro-

iler hapd thls section, § L'emove the ¢ rent ex mptlon from theé
perce i,ﬁlle t tt)££ ‘YW{ .8xperises angt ﬁm exemgtlon frqmqthe 1-
rcen ulm respec

ne and dr u g expenses which. have been granted
g,e edl, erfc eél& ngc ation opposes thése provislons as a
step backteatd, We strong urg at t,hlp cgmmlq;t,eq rgject tnese latter changes
¢! mned lmnqgll«m?; R A

e. same oclation, urges, ﬂmt the cpmmltt ' ‘give . fayorable
qopslderat} to the to} g threga eugégsted amendments.to the Intent: I?evs«
08\ pect‘tq Y %nmedic al,expenses of the aged. . . [ ., .. .
K¢ steps who have attained age.85, vé propose.the using of a credlt against
x ll bil{t y,Jnstea ,0f & medical expense deduction “The tax credit should be.
g) anm}}nt of his fn com .#nd to h ical expensés so, that a. tm
payer who ’has a burden of medlcal expenses w k- 18 large in’ proportlon to
income.will receiye the greater amoupt of, tax.refief: .

Our sec %nd .pro posed .code amendnient: would permit taxgayers over age 65 to
repei\e u g bmeﬂts for medical expenses ‘by. use of the earryforward and
carryback met The code now. permits. bugingsses to offeet.losses in 1 year
agalnat prpﬁ’ 3 In guothe;\ yean We helieve that {t.would be equitable to apply
the carryforward. and carry ack in anism, to, the ;nedleal .expenses of elderly,
persons, . If the me t 1 expenses of a taxpa{er who has’ attalned age.65 are un-
usnally . h!gh in 1 year. ‘he. should -permitted to carry back (or forward). the
“excess” go,thyt the tax benefits will not be lost o him. We therefore recommend
that the code be amended fo ;mthorlze for these ‘taxpnyerf a 8-year carryback and
ab-year cnrryforward for unclalmed medical care deductions., .

Our, thlrd proposed code amendment Is to permit a. taxpayer to deduct ln tull
alsxe am m.t pald for the medlcal care df any. &)erson who bas reached the age of:

and is vlthln the named’ group of persons ned as dependents under section,

62 of thé Inteinal Revenue pode

Umler ‘existing law, a taxpayer Is entltl & deduct wtthout I!mltntgon ‘the
amonnt he, has ‘spept. fot the édlcal. care of hls p;u-ents or his wife's parents,
who are’ hjs e ndents d who have attained age 63, However, with respect to
hhs slsters, bro ers. {;ren s, q other 2 peidénts who havé attdlned age

e gene 1 rule appl h perm 8, the. Rpayer,to deduct, only. thase méd tcal
expense !lx)ch; : 3 ber ;hof hig gl‘osust ficome. “'rhe&re epll)egr?n to- b t:m

0 asig for, restrieting the taxpaver.to.a smaller uéHon ferely be-
cﬁ‘%gepf 31 épendent ig’ ﬁoqd ‘parent. 'The’ ﬁn polal hardship tg(;hgrtaxpayer lsthe
same regardless of the degtee’ of family rel lationshi p. ,

“Atather gnequg (18 the’ requiremént of ‘dependeng y betore’ ﬁ taxpayer can de—
duet for the medical expénses which' he has pald for anofhet son, Under
existing law. unless the taxpayer hag. eout{l uted more than one—hp:k
sup ;-t. the individual 18 1; a depe anq t;e amount the, taxpayer
for the medical care of th¢ in At lduai is not deductible,” Perm tting the tagxpayer’
té de dnct hig contributfon’ towai-d the medlcal cai-e of an. elderly relathn Wit
encourage famlg responsibilit; ¥ It M}l 50 make it unnecessary, {n those cages’
whers It mi tHerW!se;)e 80, 10 aﬁg rsons to fohvert to ¢aah necessary
ineéme-producing agdets in opt,ter to pay for, their mgdicalcare.” ' .

Title I. part 21 "Grants. to States. for. Medloal Amatanca Proprama”

i The American Medical Assoclation favére part 2 of: title. I, which would estab-'
lish a'new title XIX: inithe Social 8écurity Act. In essence, this new title would
provide that after July ‘%, 1967, thé: Federal Government would: make contribu-
tions to theiStates for niedical care for-all:thelr publle assistance:recipients only:
if:the  State hag established-a medical nssiatance & gram which meets the res
quirements of ;this title. . In'the main, Wé bellevé that this concépt has merit ii!
that the provisionk of thé. title will® reqiire equaltreatment for all our publié.
nssistaﬁce réciplente. It should also’ result in a mbre eﬂlciént aaministrat(on of

cod tnuhivihat oty Js. e Dlaer ol gny Jiy

ofa rson’s
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the program. However, we believe that certain of the requirements for.a State
* Bectloi 11002 (p. 125)" establishes ‘the réquirenients foi a Swteflﬁn‘ﬂndér ‘the’
program,’ Paragraph’(2) estdblishes a mininiuny’of State fingricial particlpation’
fo¢ the, pérlod ‘Uefore July 1, 1070, * It also provides that ‘after:that date, the
finanelal participation by the kt,at’_e.yvpuld have to equal all the non-Federal share,
This' proyisiun’ would' préciude #ny coitribution from the local lével,  The axso-
clation belleves that if the individual or his family cannot’provide for hiid, the
responsibility passes to his local community. We recommend, therefore, that the
provision In existipg law.which aln)ply:ppy‘s;t_hag the State plan.must “proyvide for
fingnelal partlcipation ggthe State”. be anbsgtpted for this requirement. ... .
“Paragraph (5) (p. 126), requires that the State ageifoy adminlstering the plan
under.existing title I or XVI would have to.adininister, or superviye the adminls-
tration,of; the plan for medical assistance, . We would remind the comulttee that
the, new title s concerned solely with the pmxlgoy‘o_fﬂ medical care, . It would.
seem appropriate, therefore, that the States should be authorized to determine for,
themselves hich agericy should administer the program. ..., .. .. ... i a0
Paragraph (10): {p,:127) provides for making medical esslgt.ancg, pydilable to,
all individuals receiving alg or assistance under thé categorical public pxsisfance:
grants. We agree with'the basic intent of this proposal.to cpwydm the medi-,
cal care.programs for the fo Fcategcrles of assigtance. - It had thus been AMA
polley sifise 1038, . However, We belleva that the Statos snould hot be reanired,
to exténd, the. MAA “medlcally Indigént” principle to the othex(t‘i;req ;f(‘dt{lfﬂ.lgy,?
defined categories of need (blind, disabled, familles with dependent children)..
We belleve that this should be onptlonal, not mandatory. oo D o ol
Pargavaph (12)° (p. 128) requires that in determining blinduegs, the examina-.
tipn'.l, to bg copdneted by a 'p yvsictho skilléd fi) the dlseages of;the eye.or by.an.
optometrist, whichever the Individual may select.” 'The determination of hiind-,
nesg Is.a medical determination ‘which requires complete. knowledge in dingnosis
and treatiment of systewic dlseases from which blindness may: réault.. It is our:
understinding thaf it 1s the practice of the Department of Health. Fducaflon,
dnd; Welfare:td refer all uindly?dg,alg about whom such a determination has been
gnfad‘ei;iq s physician for a final determination,, .Therefore, we. recommend:the.
eletton of thie phrase “or by an optometrlst.'t:, 1o .. ooyl e il
“Paragraph (13) (1, 129) sétg out the type‘ot.cqrg that-wonldihave to be offered
to reelplents.” It also provides that after July 1,.1007, a State plan.for.medlcal:

g P

2
v

assibtance wonld have to provide for payment of- repsonable costs for:inpatlent,
‘Hosnifal sérvicén ojn Becordince with standards approved by the.Secretary.”
We lﬁ:llé\'snt.htfg the %mt@ sg',mlﬂ. pay, the ciistomary; cost, of all services pxqvldeu
We turthér helleve ti at the States are capable of developing the required stands,

aids, aiid wo ean seé 1o yeagon £or the provislon that thé Secretary wust approye,
overled. tindes

[T

tpe‘sfandﬂﬂls. e E N B A O T RIS P R I TR
(Paragraph (i8) (b. 142). modifes the provislons ds fo llen recoverlas
existing public dssistapce, laws. onférence on Kerr-Mi)ls conducted by. the,

Jn.a confe n Kerr | cted b

'A!pgrl§'ﬂn..lfgdt al Aisqc_gat,pntfhfg.lns ‘January, 8 congepsiis held that llen. laws
whre of nd particulat value, Many States reported tgmt‘ the costs of recovery.
eﬁgeded,the:amo“ ,tstecovere;L R R A U R
) _Syf.qn,!d;!ug&zll e to hate our wholehearted gupport. of the requirements;in;;
thié State ‘plan; that thi ,m.emca[lﬂpromm,be under the supervision of ofos:
alpnal niedical personnel, that Umit ,.lesa.lr‘resliqnslbilﬁtyg to spouges .and.tq pare,
eﬂtéi oF thelr childré ‘tbﬂt‘ir‘.eqitl.r%;‘ fiexible Income standards in.determining,
ety C

1ify, ‘and that call for simplificatian of certification procedures,s, i, - o: .o
We not find endorse the provisions which iiutgbrlze payment for care for aged
{ndividnals in tuberculosis and mental hospitals.” We also not thiat the'hlil Tpp."
137-138) requires that payments could be made for-Institutionnlicare only n the
event that the State demonstrates it 'hau increased ‘total mental health expendi.’
tures. - We do not see the relevancy of requiring that payment for tubercular care:
b2 based on increased-mental health expenditures, - {*.0: = i 2 el 0
Section 1003(e) (p. 141) requires that by 1975 the States must. provide “eoms"
prehensive cqre and services to substantially all individuals who meet thé plan’s
oligibllity. stapdards with:respect- to intome and resources,” ete, *The . bill:does"
¢t define “comprehensive care and services” nor is it'clear ‘as to'the extent of:
the bepeficiares. who are designated as “substantially ell:individuals who meet:
the: plan's . ellaibllity .standards .with. respéct to: income:and resources.! " \We
understand his proviaion {s being-interpreted to mean that by 1975 gll med!eqily/
needy individuals in the State, regardiess.of' age or.physita _disablility, will bé:
$egor ~typns oY s a1t a1 e it i Toe tegtinilab wafy sagns Laf qal

Givt Lomalieon ueo! o of rneh 0t 3o of habe ot od Jundogaet 03 sadd
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eﬁglble £6r asslstanés nnder the'p program e x’ur‘tﬁer under md tha& “eombre-
epsive services" be interp: egd&?p jnean all 14 services Ifsted.on- pages 142
interpretations are correct

SOCIAL SECURITY’

1%330 eai mmmfj edleally need; gax( it of mgg
v e care for.a eally needy persons, re 88, of age

pll‘;; cal ;llsabel(i,]lty, will be imp eﬁ:ented Such, implementation . would hgve a
major effect on onr present system of pro riding medical cqre for the needy 'I‘his

- section warrants earetnl study

T“IOII; partél !

“Part 1’ of this' title 1a concei'hed wltli the' mx\tex*nai and child health aud the
crippled clilldren’s programs, ‘Whlle ‘We generally endorse this part of the bil!
we belleve that some of the provislons need clarification. -/

The bill ‘dmends section 804 of thé Maternal and Child nedltn Act ahd ‘section’
5&4‘ o! the‘ ‘Crippled Ohildrett's Act ‘to provide that paymetit' could not be' made
der efther”prograw after the end of fiscal 1066 unless the State makes a sliows'
iiie thitt it 18 éxtending the 1l)rovi310ns of both* proqmms in the Stute With & View
yn%sneh services avallablé by July 1, 1978, “to ckildren in all parts of the'
State he question arlges as.to whether this Ihnguage nieans to dll childrén
in 'the Stnge, ‘or to all neédy children in'the State! We bélleve it’ shduld‘ mean’
thd ldttet; and that app Yopridte qualifyin lariguage ‘should be added.

‘Section 203 (p. 1 of tha bill would add & new séctlon to the’ crippleﬂ ehil-
dten's' progtan und er which grants woilld bo' madé to" fnstitutions of higher
learnifig’ for ‘tratiithg of “professignal personnel” ‘for the health and réiated
card of ¢rippléd children, particularly mentally’ retarded chifldrén and childven
with multiple handicaps. - d belleve thero are existing grant progratns Which
are availadblé to provide for' training of professional personnel, 'ard “twould
recommend’ addi ional donsideration of thls section to avoid duplclutioh ot exist-

fogram
p ectiofi’ 204 (ii 148) would aiend the provisions of the matérni? and child
heamf and- ¢tppled children'y’ program eetablishiﬁg requireriénts’ for State
plans to provide that the State plans for thes¢ programs would, after July 1,
1067, hiave' to pidvide for piyment of the “reaeonablg;’ ‘cost of inpatient hesbitai
se¥vices In actbrdance with sthnditds’ approved by t Secretary \vé stat
earlier, we belleve the State. should pay the'* é gb
Sbetion 205 (p. 149) 6f the piII’ establishéb epeci r%ﬁéct m& * dmbre»
henaive health cdre’for schovl and' preschodl chiidre o beneéficidried bf this
program’ are not properly identified. = The section Yefers to clifldten and yonth.
"pa cularly ih' areas’ with' concentrations of low-income families” but addl-
1 language refers to' children who do’ not’ othe ¢ recelve the cape “be-.
they dre f¥om ‘low-lncome familles or -for 6tlier reasons beyond 'thelt’
controi." ‘This grogram should be prdperly Hmited to'children from low-nicone,
familiee In additioxz the terms “preschool” and “school” age should be defined’
to" tledrly express th intent desired ‘and’ to aVoid an' inte reta on that véould
encompdss an’ ago range extehding’ ti‘? % ¥'‘throt ege '
Our final comment ‘off this provisior '{s that wé béHeve {t to be’ idcumbeﬂc
upon 'this committew to.detérming that thers!'ls' coordinytioy betweén this
gram and the maternal and child health and the cmgp “ehildts
as'they wonld' be aretided by the HilL, the program of dl Y t&mll Ith gle-
pegggt 3“":;3% tfogan%c u&é:igé%nassiimnce Jahx;%a;ram, thé ‘el mentzn;tl a
on ca onie¢ oppo ty pr e nhmerd
othep’ grhnt-in-aidpprogram under which' children mqugzgelé icgl cax‘e, i
ag to ayold duplication Ag muth aspossible, ! o

Titte ITF:. Sootal, sconrity amendmann TRAT e e :

This title would: make numerous ameérdments to: the OASI and dfsability
ingurance provislons of title IT of the Soclal Security Act. We Would, however,”
urge again that the committee delets the proviston (sec. 811)'(p: 218y which
provides compulsory sgoclial security ¢overage for seif—employed physieians and
for interns and residents,:; : -

. Ths: Anterican Medical: Association. WMch teprebenw mox% thnu 70 ‘percent; |
or approximately 200,000 of the physicians in this country, has, sinoy 1040,
opposed inclusion of physicans undér title IT of the Socisl- Security Ace.‘ It is a‘
policy tliat has been:adopte@ by our house of. delegates over #nd over agath,

Jor reasons stated earller, we¢ submit thiat this gection of' the: yendlnij bili*
wonld represent unnécessary. and -threasonable actibn “directad: at seif-employed
physicians, : We urge te committee to rejecbit.. o1 1,0 70 o1 aingnlyi

Sectton 803 amends the defin{tion of disability by eliminating the reqnirement
that the impairment be “expected to result in death or be of long-continued and
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{ndéfinite duration.”" This, in- effect, would permit. disability: payments for a
temporary disability ro long as it extends over a perlod of 6 months or mox&.
‘We believe that the chardcter of the program should coutinue to be one whi
i3 baseéd ‘on''a concept'of permanent disability.. Accordingly, we recommend
‘that’ the definitfori which now exists in the law be retained. . .. ... .~ . ...
 Colicerning this amendment, we note that section’ 1862 (pp. 87-89) provides
‘that “no payment inay bé' made under part A or.B for:any item or service for
'which payment has been madé or can reasonably be expected to be made under
.8 workmen's icompgnsatldn-‘law‘or plan of the United States or a State.”  This
provision would eliminate duplication of medical benefits and-hospital, or nurs-
‘fng Home benefits to an'injured worker already covered by,workmen’s compen-
‘sation, but it would'do nothing to prevent duplication of compensation for. lose
‘of 'wages from the workmen’s compensation system. .- Furthermore, if the change
‘in-definition 'is 'retainéd, it-would:greatly increase: the numher of individuals
~who might recelve both'workmen’s compensation and- OASDI benefits for lose
of wages oWing to temporary total‘disability. ; Hi:R. 6675 does not,.therefore,
reestd <llslzthe'. s0-called ‘'offget provision which. was enforced. through 1958, and
;which’ réqairéd OASDI to reduce its-income benefits ,-by:any.amounts'al_regﬁy
being receivéd from workmen's compensationid: ~ilsied dp . ) ol yyaiarg
Under H.R. 6675 it is possible for an individual to recelve: soclal securlfy
d{sdbiiitg,’be ¢fits for 4 tempordry disability while he 18 also recelving workmen's
compensation: " We ‘beliéve: that this may:lessen the :individual’s incentive to
“retirn €9’Work.! “We irgé thdt the offset provisions be reinserted so that indi-
‘viduals cannot teceive double benefits, i oy e R R PR
We trust that foregoing suggestions will be helpful in the committeo’s deliber-
ations.! We'furthér believe that the experience of the American Medical Asso-
“clation ‘and 'its -menibers would: contribute to any discusslons iconcerned with
“developniént of any prograni, and: we:stand: ready to,cooperate in this regard.
And now, Mr. Chalrman and members ‘of the committee,.a few. final.words.
What e’ have sald here'and what we:will'say:in the:next few moments may
_cause no hesitation in this chamber or stay in the slightest degree the hand of
the Sendte in'the approval of this bill.-. Yet I Hope-—I fervently, hope—that these
words will be carefully tvelghed, & ' .Ti it oo dne i e ey
H.R['6675/'1f ehacted into-law, will affect the lives of all who live today, and
the lives of our children and our children’s children. -HiR. 6675 will- introduce
‘into our way-of‘living an entirely newiconcept of social welfare, . H.R, 6675 will
alter th¥ structure of our medical care system for generations tocome,. .., .,
"“‘»‘;Ilg ('lthq;fa‘ce'/ thén, of 'so ‘vital a stake, should you not.once more pause and
consider? -« . NilImrevilniacefl amod e s U0 e ey, e
" “You'uro'famillax with the inscriptions on the National Archives Bullding which
-réad :“*“What-is past is prologue and *Study. the past.’ i« - . . o Ly
" To'dry to gain. a glimmering of the shape of-things that portend as a direct
-esult of the'actlofi-youn' are heing anked: totake, let.ws.oxamiue the pagt.;,, Let us
’l@k}fOl}'Q' moment atigovernment medical systems-in other:parts of, the; world,
‘“.'Have'national medical schemes resulted In-medical, health, or economic gaing?
Has the health of the public improved or made gains which surpags those .
-our ‘country? ~Huas 'medical sclence advanced in countries with soclalized redl-
¢iné schemes, comparable to its'progress in the:United States?.. Have there been
~economic gains to thelr people? virtiig v iy Chuvi g el Fot s Gt oy
_ Thennswer is “No".toall of these questions: . Forexamples ;;, . - ..o .- ;..
-~ The-physiclan in'Germany; working under the Government insurance. piam,
“gees an.averagd numbér: of patlents'_:ang‘l)ng from. 80 to 100 per day, with.some
physiclans proc¢essing as:many as-80 to 40 patienta per-hour.,,.The ayerage office
-iconghiltdtion. in’ Gernian panel! practice.is 6 minutes, -and the practitioner in in-
- dustrial areas sees 40 to 60:patients in:his.office, and makes somg 15 to,25 home
* Vidlts per dayi " With a-10-hour day, this allows at-most.only. 7 to 10 m{nutes for
i'eardtl: ;pgttiiegg for-examination; history:taking, prescription,:travel.time, and
certifications. ~ - Co Ry
. -"In'Rudsta,; the citizenihas a:very limited cholce of physicians and can;hope tér
& congultation time of 6.t010 minutes; with the largest part of {hat time devoted
1to form sﬁg{llll,rga;id otheripaperwork. . The patient is not,so rauch treated as he is
3 pm et _-"_l'-“.’-x‘:' y 7 i_{{!'!;:’c(‘q!?} glif‘;'[_;' A;[‘!z‘? PYRITY G r,;f‘, Yo b iy AT
7v:In Gteat: Britain, in 1860, the average pringingl gepeml,pracﬂt,lpne; had 2,287
'patients-on his:list; ~On an-aversgo of :alx, visits:and, consultations per, patient
per year, and in a 49-week; year, the phyaiclan.renderpd 280, {tems of service per
week, ‘or 47; per day onia G-day, basjs.: This gmrases,mf;  fiye .visits, apzi-‘conf
ne

.....
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sultatlons per hour, or one every 12 minutes. ~Agaln, this Includés tfme for

18 ] ravel, '
- 47-140—65—pt. 2—7 o .
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‘recordkeeping, the issuarice bt certificates, history, taking, and physlcal examina.
RlOn, T T i i g e e s e
iYn’ §weden, patients: complain of.long hours of walit{ng to see the physidian,
‘ot ‘disrupted diagnostic procedures, of lack: of privacy, and above all, of the difi.

~culty of getting assurance of continuous treatment by the same doctor dnd a

‘gdod heart:to-heart talk’with him. - These complaints gre readily undeistandable
‘when-we sce that about 40 percent of all medical care outalde of hospitalization
‘13 provided by hospital outpatient departments, where the great number of pa-

- tlents to be'tredted in a short time makes personal.contact dificilt, = .

" "And go the examples go. There is no statistical evidence to advaunce any theory
“thitt soclalized medicine schemes have resulted in an .improvement fn health
beyond that enjoyed by the people still served by private systems of ‘'medical
‘care. . A8 seen above, the contrary is the cases. Long waits, poor equipment and
‘facilities, short’impersonal examinations, and lots of recordkeeping appear to
-béithe major accomplishments of. nationalized health systems. O

;7 Whe'disillusionment. of , the patient is shared by those who serve him, The
‘doctor: 18 ‘appointed as the unwilling guardian of the treasury to ration the
achemé's benefits. - With the advent of:state medicine, professional discontent
-appears to be the rule rather than:the exception. . Look at thege events of the

Tast1Z2months: - T i by T g, s &
. In Belglum, a strike by 10,000 Belgian ;physicigns :iw;ip.en,_eql:‘g\ghen the
- 'Government conscripted most of tlie M.D.'s into.the army and oxdéred them
" back to work, Last November about one-half of Belgium’s physicians struck
_ again, for 24 hours, to protest against reforms theygcontendgq would bank-

" rupt the hospltald, . . oo e
Italy has had two strikes in the last year. The.1ast one fook place on
* April- 12, 1965, when 20,000 doctors in:Italy’s public hospitals began.a na-
- tionwide strike to support demands for higher pay and a hospital moderniza.

"tiol program and changes in staff appointments, ... ... . ..
" Physieian walkouts were threatened in both Germany and Sweden, but

* were headed off, T T R -

.In March, 1985, the British Government narrowly. avolded: a .strike by
Britain’s family physicians. They asked for more pay and also complained
strongly of the health care fdcilities which are paralyzed by slum conditions

and outdated equipment,

 Theso are a few recent examples of the problems faced by physicians which

.were engendered by government programs to. provide health care for a-large
‘{gegnienit of the population. - Can we hope that the American plan will be go differ-
-ent as to negate all these adverse factors in the other systems? ) L

~medical care systems which can lead us to hope our experience will be unique.
‘The programs in effect in the foreign countries differ from each other, in some
¢ases markedly. Yet they are similar in that they provide government-controlled,

~"“The qitestion answers itself. . There s nothing in the history of nationalized

- tax-supported health care for all, or a large segment of the population, witkout
‘regard to meeds of the people for financial assistance.: This concept is funda-

mental to H.R, 6675. - We can hope for nobetter results here.: : - .. ".... ... -
The Ainerican system of medicine for a great mdny. years has been a system

“of quality ‘medicine, not mass production medicine.: It is a.system of private

medicine, practiced by private doctors treating private patlents, free to make
decisions based on the patient's specific- medical needs and ‘nothing else, .
Forget for a moment the staggering, though unpredictable, cost of the pend-
ing program. ' Ignore the administrative probleins .that it would create, and the
burden it means for wage'earnérs at the low end of the income scale. - -

** Look only at the Intrusion of Government in the field of medicine, which can-
‘not ‘be avolded if this medsure is adopted. With.the quantity of care thus re-
_stricted for the sake of controlling costs, the quality must deteriorate, - The
“patient 1s the ultimate sufferer. I.ook again at the experience of the foreign

programs. . , < - L K .
e adoptton of H.R. 6675 will set a pattern dificult, in the extreme to reverse.

‘Thig program cannot be tried out and easily canceled if.it proves unsatisfactory.

This may be our last chance to ask your to write legislation which will meet the

_, Natlon’s needs and at the same time avoid the pitfalls of a Government-financed,
Government-controlled, and Government-oriented health care system. . This may

be your last chdance to welgh the’ consequences’of taking thgfﬂrst step toward

establishment of so¢lallzed medicine §ti the United States, -

‘‘‘‘

" Whilo there 18 still time, We trge you to pause, consider, and act wisely.~ ..
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.Senator. ANDERsSON. Senator Williamsf?

Senator WirLiams. No questions. =

‘Senator ANDERSON. Senator Ribicoff ?

Senator Cailson{ e L
_Senator CarLsoN. Mr, Chairman, only this: I appreciate very much
Dr. Ward’s testimony this morning because I am somewhat familiar
with the operations, not necessarily of the National Medical Associa-
tio;;{(,but certainly the Kansas Medical Association, with which I have
worked as a Governor of a State and as a Representative in Congress

for many years, and I have found that they usually ¢come in ’Wit,h&odd
sound advice, and I am pleased with the statement made by Dr, Ward

this morning which ¢alls attention to soime of the problems that I see
confronting us in' the future in regard to 'the ‘possible ‘costs  of
this program. . .. _ .. e el
_You go into detail in several of your sections but I was interested
in,your statement, .w{.xere‘youqdis‘cnsé, 1903 in fegird to where we may
{))e ] ge‘?gin'g in the future, an'action which will have to be implémented
T appreciate your calling our attention to it because it is one thing
that hagconcerned me, . . , , .
I'thank you very much.
Dr. Warp, Thank you,sir, =~ L
- Senator AnpersoN. Senator Curtist _ L
. Senator Curtis. Dr. Ward, what kinds of the practice of medicine
have you been engagedinf - - . I
" Dr. Warp, In general surgery, Mr, Curtis. = -
_Senator Cortis, How long have you been a doctor?$ ,
.. Dr. Warp, Thirt%&f;llveye@rs- | T
.. Senator Curris, Why isit that doctors have opgosed medicare which
will start out ag hogpitalization, aud now it is hospital plus medical
care for all the people over 65 regardlessofneed. . - _ .
" What igthe basic objection? - - o . o
Dr. Warp. The basic objections have been the Federal control of
the system, and that it is not based on need. , There is no logical re-
sponsibility of the Federal Government in this area... =~
_Senator Curtis, How does our system of medicine compare with
other medical systems around the world at thé present time%
. .Dr. Warp, I think that our system is the finest medical system in
‘the world, - | ' o o
. ?ia'nator Curtis, Would you briefly cite some things that prove
" Dr. Waro. Well, I think probably one of the {reatest things is the
advancemeént in the scientific fields, in the fields of diagnosis, in
,th_exjalpeutics, “and -techniques. The fact that, since 1948, approxi-
mately 29, of our doctors have been winners of the Nobel Prize for
Scientifis Achievement.. =~ ' .~ e
- Senator Curtis, Compared to the rest of the world{ _——
... Dr. 'Wagp, Yes, sir,. 'When we compare it with Great Britain
sincs it hationalization 6f medicine in 1948, X believe there lias been
only onesuch physician designated. -~ - . .
Their' rate of hospital construction has® definitely .come nowhere
near approaching our-advancement in thisfleld.” .~~~ .
.. Senator Curris, L ean recall when I wass, bofigna‘fa,ﬁnin Nebraske.
‘ot family doctor went to Vientia to study, : It was common prdctice
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for medical students and young dOctors to; go to Vlemia, Rome, Berhn,
and elsewhere to study. o S » ,
Isthatthetrendnow? R ‘
Dr. Warp. No,sir; it is just the reverse.
Sena.t,or Cmms All of t hese countrles do’ have some sort of system

~ of governmient medlcine?

r., WARD, Yessir, ‘

~ Senator GURTIS.. 'W}lele are the youh docbors and’hledlcal students
f the world ‘gathering for the finest and best instructioﬁs? B
. Dr. Warb, In'these Unlitéd States,sir.

Senatoi' Cutrts, Then, Would you say that,we ﬁeed a Governh&ent
healtl rogra% in'order td mlprové our medxcal system m this cmmtry?

arp, No,sir, * ~° - i
Sen;xtor CUR'I‘IS. Our problem then narrows.down to the fact that
e ‘have the finest medical systém,‘the’ problem’’s6° far as the

"5;110 ig ¢oficerned is that part of our population over 65 do not have -
the income and' resources to avail‘themselves ‘of the system that 18
g,round themisn’t that right?

" Dr. Waro, Yes sir, |

Senator CURTIS So when we meet that problem? &e‘huve done whaf,
should be done in the public sector; is that your. oplmoti?

Dr. Warp. Yes,sir.

Senator Curris. I am thoroughly cohvmced that if the’ Ouh eo
‘and'the middle aged, thoSe néar retiring, are taxed hienvily
freo hospitalization and free medicjne to individuals'over 65 L o may
have unlimited capital assets, some of them’ may havé the highest'i in-
come of their lives'and a great many of their uurdens Such as bu ing
homeg, p {;ng for life insurance, and educating their childreén have
gone by, ?y don’t éven have to retire vinder:this; T am thorougbly
conv:nced if our peogle are taxed to pay for mediting for thém, that
it is only a matter of time whon there will bé. proposels in Congress
to extend this free care to people below 65, and it will bia on‘e

' Dr. Warp, Yes,sir, L R

“Sénator CURTIS, Howdld areyou? O f . ." : “-,“j’_'-“f‘*.'.;.“ 'jf '

Dr, Warp. Sixty, o o

~ Senator Curts. You, e’xpect to practme medlcme for'a few years?

,.» Dr. Wagp. I hope i,

* Sehator Curis, ‘B t thls prOgcam will haVe its 1mpact for many,
many years to come.

W%lat is your best ob]ectlve oplmon as't6 what siich a dotitse WQHI({
do to the practice of medicine, not from the doctor’s standpoeint bu
rom the patient’s st,and oiiit, if.we launch somethmg here that is
almost inevitably going to ex) panded? "

“What is going to be its eﬁects on the future medldé‘l and health sys-
‘tem so far as the Eatlent is ¢oncerned in'the years th at i aheal.d

Dr. Warp. I think that the service will deter b dte’ so far as’ tho
patxent is concernéed. - We know that ‘when ‘the budget’ cqh trols the

%tlée of medicine there is only’one individual wlino suﬁ'érs, and he
19 the patient. '

%c;‘n%%ror Cum Has that b9en the hlstory in _other iands?

ARD '

gy ‘reason why 1t hoﬁ‘ldn’l;'b’é‘ii

sf sh t-rhte .
§II me foz‘ v&ﬁsa’é ha’J beeﬂ aof t oft’ éOun{héfé? ud tOp mte
‘.

ao T o e
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Senator Curris. Now, do you find that all people over 65 as a. class
have avgard time paying their b1Hs they owe. you? DT
arp, No,sir, .

Senator Curtis. How do you find the sittiation W1th respect to
young people in their twen jes gnd thirties and forties anid : so on'who
are rajsing youngsters and ucating them and maybe’ paymi for their
own education and buying homes and so on, do some of them have some
difficulties? .

Dr. Warb. Yes, sir; theydo. -

Senator CurTis. Woul ou say, that perh 3 some ‘of thé heawest
or most difficult financial burdens'to carry or’ medlcal purposes is
Wlth theyoun%er and mlddle %ed? Lo , ‘

tis very definite '

Senator Cors. And you: have no ob]ectlons to hospxtal and medtcal
selvme bemg prov1ded for the older people who cannot provxde it for
themselves? ‘
~.Dr. Warp, None, sir. . We hiaves sup ported this.

:Senator CyrTIs. ‘And you are not advocating’ that they have to show
they are paupers but that- ;you want, some reasonab o showmg that' they
ought to have some help; isthat right?, . L

r. Warn...A simple statement of i 1ncome yes; sir.

Senator ‘Curtis.. Now, 1 want, to ask you somethmg else,

Frankly, we live in a c’iay where it is rather fashionable in some 860~
tions to.ridicule and criticize our physxcmns I do not agres with
them. You probably have some Yeop e in ‘your | rofession who are
scalawags. There are a few in politics who are. 'But’I do ‘not share
any such view. I think you have a noble profesélon ‘and the fact that
every person in every family has respect for. and’ conﬁdence in the
family doctor is one of the finest trxbutes I know. o

., Now, tell me in a layman’s, lapguage, it ¥ou can, ‘why 1t wiil i‘eéult
in the, Jong run in better medical care, if this bill passes, if these
specialists, radlologlsts, and fhe pathologlsts, what are the other two?

gr Vgo,mo Anestheswloglsts and physlatrlsts o SN

enatox, CURTIS
Why, should ; t ey be dealt w1th as, other doctors, as mdependent
pmctxtloners, her | than under the Hospl tq,l section
ecause the_services of the’ radiologlsts pa,tho]ognsts,
‘anesth 1olog1sts, physiatrists are tra;xg,ed ‘medical meén ;" they . render
eigseuwmes ese aré not Hospital seryices, and we_feel ‘that
1f t e ‘are included under. the: ‘hospital portion that this will léad to
contv